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| ndependent Auditors’ Report

The Office of the State Auditor
and
Menbers of the Board of Visitors
The Citadel, The Mlitary College of South Carolina
Charl eston, South Carolina

W have audited the acconpanying basic financial statenents of The
Citadel, The Mlitary College of South Carolina, (The Citadel) as of
June 30, 2000 and for the year then ended as listed in the table of
contents. These basic financial statements are the responsibility of
The Citadel’s nanagenent. Qur responsibility is to express an opinion
on these basic financial statenents based on our audit. W did not audit
the financial statements of The Citadel Trust, Inc., a conmponent unit of
The Citadel, whi ch  financial statements reflect the indicated
percentages of total assets and total revenues, respectively, of the
unrestricted current (29% and 2%, restricted current (90% and 119%,
loan (66% and 68%, endowrent and sinmilar ( 100% and 100%, and
unexpended plant ( 5% and 2% funds. Those statenments were audited by
ot her auditors whose report thereon has been furnished to us, and our
opinion, insofar as it relates to the amunts included for that
conponent unit, is based solely on the report of the other auditors.

We conducted our audit in accordance with generally accepted auditing
standards. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statenents
are free of material m sstatenent. An audit includes exam ning, on a
test basis, evidence supporting the amunts and disclosures in the
financi al statenents. An audit also includes assessing the accounting
princi ples used and significant estinmates nade by managenent, as well as
evaluating the overall financial statement presentation. We believe
that our audit and the report of the other auditors provides a
reasonabl e basis for our opinion.

As discussed in Note 1 to the basic financial statenents, the
acconpanyi ng basic financial statenents of The Citadel are intended to
present the financial position, changes in fund bal ances, and current
funds revenues, expenditures, and other changes of only that portion of
the funds of the State of South Carolina financial reporting entity that
is attributable to the transactions of The Citadel, an institution of
the State of South Carolina. These basic financial statenments include
the financial activities of The Citadel Trust, Inc., a conmponent unit of
The Citadel. These basic financial statements do not include other



agencies, institutions, departments, or conponent units of the State of
Sout h Carolina primry government.

In our opinion, based on our audit and the report of the other auditors,
the basic financial statenents referred to above present fairly, in al
mat eri al respects, the financial position of The Citadel as of June 30,
2000, and the changes in fund balances and the current funds revenues,
expenditures, and other changes for the year then ended in confornmty
with generally accepted accounting principles.

As discussed in Note 20, effective July 1, 1999, The Citadel changed its
met hod of reporting nongovernnental grants and contracts and gifts to
conply with The National Association of College and University Business
O ficers (NACUBO Advisory Report 99-1 Accounting and Reporting for
Nongovernnental Grants and Contracts and G fts. Effective July 1, 1999

The Citadel also changed its method of reporting safety and security
expenses to conply with NACUBO Advisory Report 99-6 Accounting and
Reporting Safety and Security Expenses by Hi gher Education. Neither of
these two changes had any effect on fund bal ances. Also effective July
1, 1999 The Citadel changed its accounting and reporting for costs of
conmputer software devel oped or obtained for internal use to conply with
NACUBO Advi sory Report 99-7, Accounting and Reporting for Capitalization
of Software which requires the reporting entity to inplement the
American Institute of Certified Public Accountants (Al CPA) Statement of
Position (SOP) 98-1, Accounting For Costs of Conputer Software Devel oped
or Obtained for Internal Use. Neither this statenment, nor the advisory,
requires the restatenent of prior periods.

These basic financial statenents exclude the related entities listed in
Note 18 fromthe reporting entity because The Citadel is not financially
accountable for these entities. As part of its affiliated organizations
project, the Governnental Accounting Standards Board is «currently
studyi ng other circunstances under which organizations that do not neet
the financial accountability «criteria would be included in the
financial reporting entity.



Fl orence, South Carolina
August 28, 2000



BASIC FINANCIAL STATEMENTS



THE CITADEL

The Military College of South Carolina
Balance Sheet
June 30,2000
CURRENT FUNDS PLANT FUNDS
ENDOWMENT RETIREMENT TOTALS -
LOAN AND SIMILAR OF INVESTMENT AGENCY (MEMORANDUM
ASSETS UNRESTRICTED RESTRICTED FUNDS FUNDS UNEXPENDED INDEBTEDNESS N PLANT FUNDS ONLY)
Cash and Cash Equivalents (Note 15) 8,395,471 § 575,652 § 46,556 S 13335215 2,791,559 § 6,003 § -3 120,064 $ 13,268,826
[nvestments (Note 15) 4,230,057 6,357,925 553,713 39,344,930 804,639 2 L 51,291,264
Accounts Receivable, Net (Note 13) 579,823 - . . 1,899 - 2 581,722
Grants and Contracts Receivable : 3 230,646 5 - - - - 230,646
Notes Receivable (Note 18) - 109,000 . - - - 4 - 109,000
Accrued Interest Receivable 68,186 1,694 - . 36,108 4,559 - - 110,547
Inventories (Note 11) 1,532,932 - - - . 2 : - 1,532,932
Capital Improvement Bond Proceeds Receivable (Note 3) - - - - 12,293,635 - - - 12,293,635
Prepaid Items 256,125 12,910 2 - . . - - 269,035
Loans to Students, Net (Note 13) - C 1,109,967 L - . - t 1,109,967
Cash Surrender Value of Life Insurance 20,968 - - 283,095 - - - - 304,063
Land - - - - - - 1,909,689 - 1,909,689
Buildings and Improvements - . - L - - 90,021,450 ! 90,021,450
Equipment . - . L - - 5,363,322 . 5,363,322
Library Books - - - L . - 7,344,816 - 7,344,816
Construction in Progress (Note 14) - - - - - . 3,004,566 - 3,004,566
Advance to Unexpended Plant Funds (Note 12) i - 2 £ - 490,000 = - 490,000
Deferred Charges - . - - - 246,331 246,331
Total Assets

§ 15083362 § __7287.827 $ _ 1710236 $ __ 40961546 § 15,927,840 $ 746,893 § 107,643,843 § 120,064 $ 189,481,811

————

The Accompanying Notes Are An Integral Part of the Financial Statements.



LIABILITIES AND FUND BALANCES

Liabilities:

Accounts Payable

Accrued Payroll and Related Liablilities

Accrued Compensated Absences and Related Liabilities
Deferred Compensation Liability

Deferred Revenues

Student Deposits

Deposits Held For Others

Retainages Payable

Arbitrage Payable

Annuities Payable (Note 17)

Advance From Retirement of Indebtedness Fund (Note 12)
Accrued Interest Payable

Note Payable (Note 5)

Bonds Payable (Note 4)

Obligations Under Capital Leases (Note 6)

Fund Balances (Note 23)

Net Investment in Plant

Total Liablities and Fund Balances

THE CITADEL
The Military College of South Carolina

Balance Sheet
June 30,2000
CURRENT FUNDS \ PLANT FUNDS
} ENDOWMENT RETIREMENT ‘ TOTALS -
LOAN AND SIMILAR OF INVESTMENT AGENCY {MEMORANDUM
UNRESTRICTED ‘ RESTRICTED ‘_ FUNDS FUND?,,, UNEXPENDED INDEBTEDNESS IN PLANT FUNDS ONLY)

656261 § 6552 § 624§ -8 1,196,268 $ - s 1,918,675
1,627,635 23,313 - - - - 1,650,948
1,709,722 5,100 - - - - 1,714,822
224,904 - - - - 224,904
738,509 - - - - - 738,509
686,659 - - - - 686,659
- - - - - 120,064 120,064
1,778 - - 103,928 - - 105,706
R - B 654 . 654
- 58,549 - - - 58,549
- 490,000 - 490,000
- - 287,975 - 287,975
- - - 244,260 244,260
- - 23,000,000 23,000,000
- ‘ ‘ - - 28,426 28,426
9,438,094 7,193,892 1,709,612 40,902,997 14,137,644 458,264 - 73,840,503
__ - - - - 84,371,157 84,371,157
15,083,562 $ __7,287.827 § _ 1710236 $ 40,961,546 $  15927.840 746,893 § 107,643,843 § 120,064 S 189,481,811

The Accompanying Notes Are An Integral Part of the Financial Statements.



Revenues and Other Additions:
Unrestricted Current Fund Revenues
State Appropriations - Restricted (Note 2)
Federal Grants and Contracts - Restricted
State Gifts, Grants and Contracts - Restricted
Nongovernmental Grants and Contracts - Restricted
Private Gifts - Restricted
Capital Improvement Bond Proceeds (Note 3)
Investment Income - Unrestricted
Investment Income - Restricted
Endowment Income
Interest on Student Loans Receivable
Expended for Plant Facilities {mcludmg $467,240

Recoveries of Written Off Loans
Adjustment of Actuarial Liability for Annuities Payable (Note 17)
Student Tuition
Other Sources

Total Revenues and Other Additions

Expenditures and Other Deductions:
Educational and General Expenditures
Auxiliary Enterprises Expenditures
Indirect Costs Recovered
Loan Cancellations and Write-Offs
Expended for Plant Facilities (including noncapitalized

expenditures of $1,988,873)
Retirement of Indebtedness
Interest and Other Charges on Indebtedness
Disposal of Plant Facilitics
Administrative and Collection Costs
Other Deductions

Total Expenditures and Other Deductions

The Accompanying Notes Are an Integral Part of the Financial Statements.

THE CITADEL
The Military College of South Carolina
Statement of Changes in Fund Balance
For the Year Ended June 30, 2000

CURRENT FUNDS

UNRESTRICTED

RESTRICTED

LOAN
FUNDS

PLANT FUNDS

ENDOWMENT
AND SIMILAR
FUNDS UNEXPENDED

RETIREMENT
OF INVESTMENT
INDEBTEDNESS IN PLANT

TOTALS
(MEMORANDUM ONLY)

53,671,985 §

-

737464
9,701,936
105,090
3,442,713
1,399,782

427,734
1,263,619

- 8

1,029,48; 75,369

231,534
1,931,486

242,676

- 8 53,671,985
737,464

9,708,497

105,090

- 3,442,713

2,581,059
. 8,000,000
. 231,534
2,643,704
- 1,263,619
- 30,775

- 3,993,985
1,065,771

3,993,985
1,065,771
332

- 6,199

499,457 - 499,457
- 80217

34,172,944
18,034,769

3
EIEI '

17,1

16,358,516
3,570

131,358

8,424

5,515,618

01

2,085
8,318,045 511,567 136,176

— 88065,391

50,531,460
18,034,769
3,570
131,358

5,515,618
1,065,771
1,255,535

178,224

1,065,771
1,255,535
178,224

$ 52207713 § _ 16,362,086

139782 §

701 $ _ 5515618 § 2,321,306 $ 178224 § 76,717,006

101



Transfers Among Funds - Additions/(Deductions):
Mandatory:
Principal and Interest
Nonmandatory: (Note 7)
Transfer From Current Funds:
Unrestricted
Restricted
Transfers From Endowment and Similar Funds
Transfers From Plant Funds:
Unexpended

Retirement of Indebtedness

Total Transfers

Net Increase (Decrease) for the Year

Fund Balance, Beginning July 1, 1999

Fund Balance, Ending June 30, 2000

The Citadel

The Military College of South Carolina
Statement of Changes in Fund Balances

For the Year Ended June 30, 2000

CURRENT FUNDS PLANT FUNDS
‘ ENDOWMENT RETIREMENT TOTALS
‘ ‘ LOAN AND SIMILAR OF INVESTMENT (MEMORANDUM
UNRESTRICTED  RESTRICTED _ ___ FUNDS __ FUNDS UNEXPENDED ~ INDEBTEDNESS IN PLANT ONLY)
(2,043,756) § -5 -8 . - 0§ 2043756 $
(559,396) ] 8,193 526,223 24,980
- (287,282) 172,712 77,939 36,631
186,686 15,189 (201,875) -
62,506 302 - (62,308) |
- - - 316,586 (316,586)
(2,353,960) (@271,791) (20,970) 857,940 1,788,781
(889,688) 515,117 (59.865) 3,177,036 3,660,367 (20,958) 4,957,952 11,339,961
10,327,782 6,678,775 1,769477  37,725961 10477,277 479222 79,413,205 146,871,699
9438094 § _7,193802 $ _ 1700612 § _40002,997 § _ 14,137,644 § 458264 §  84371,157 § 158,211,660

The Accompanying Notes Are An Integral Part of the Financial Statements.




The Citadel
The Military College of South Carolina

Statement of Current Funds Revenues, Expenditures, and Other Changes

" Revenues:
Student Fees
State Appropriations (Note 2)
Federal Grants and Contracts
State Gifts, Grants and Contracts
Nongovernmental Grants, and Contracts
Private Gifts
Endowment Income
Investment Income
Auxiliary Enterprises:
Student Fees
Gifts and Contributions
Interest Income
Sales and Services
Other Fees
Summer Camps

Sales and Services of Educational and Other Departments

Other Sources
" Total Current Revenues

i Expenditures and Mandatory Transfers:
Educational and General:
Instruction
Research
Public Service
Academic Support
Student Services
Institutional Support
Operation and Maintanence of Plant
Scholarships and Fellowships

Total Educational and General Expenditures

Auxiliary Enterprises:
Expenditures
Mandatory Transfers for Principal and Interest

Total Auxiliary Enterprises

“Total Expenditures and Mandatory Transfers

" Other Transfers and Additions/(Deductions);
Nonmandatory Transfers In
Nonmandatory Transfers Out
Excess (Deficiency) of Restricted Receipts
Over Transfers to Revenues
Total Other Transfers and Additions/
(Deductions)

" Net Increases (Decreases) in Fund Balances

For the Year Ended June 30, 2000

" UNRESTRICTED " RESTRICTED " TOTAL
'$  12,658030 § - $ 12,658,030
16,890,542 699,748 17,590,290
46,821 9,765,011 9,811,832
- 35,769 35,769
378,818 3,501,203 3,880,021
273,135 979,873 1,253,008
111,986 1,059,525 1,171,511
518,750 259,590 778,340
10,823,437 10,823,437
26,909 26,909
201,726 201,726
10,088,068 - - 10,088,068
338,451 - 338,451
460,686 - 460,686
316,424 - 316,424
538,202 57,797 595,999
53,671,985 16,358,516 70,030,501
T 12,784,549 852,341 13,636,890
1,490 204,003 205,493
820,797 803,846 1,624,643
3,792,976 784,250 4,577,226
4,586,643 212,535 4,799,178
5,058,876 147,118 5,205,994
5,732,193 9,551 5,741,744
1,395,420 13,344,872 14,740,292
34,172,944 16,358,516 50,531,460
18,034,769 18,034,769
2,043,756 2,043,756
20,078,525 20,078,525
© 54,251,469 16,358,516 ~ 70,609,985
249,192 15,491 " 264,683
(559,396) (287,282) (846,678)
786,908 786,908
i (310,204) 515,117 204,913
s (889,688) $ 515,117 $ (374,571)

The Accompanying Notes Are An Integral Part of the Financial Statements.



THE CITADEL
TheMilitary College of South Carolina
Notes to the Financial Statements
June 30, 2000

NOTE 1 - SUMMARY OF SI GNI FI CANT ACCOUNTI NG POLI ClI ES

The Governnental Accounting Standards Board (GASB) is the recognized standard-
setting body for generally accepted accounting principles (GAAP) for all state
governnmental entities including colleges and universities. The financial statenents
of The Citadel have been prepared in accordance with GAAP, as outlined in
Governmental Accounting Standards Board (GASB) Statenent No. 15. That st at enent
permits the entity to use the Anerican Institute of Certified Public Accountants
(Al CPA) Col |l ege Cuide nodel. The Al CPA Col |l ege Guide nmodel is the accounting and
financial reporting guidance as defined by the Al CPA Industry Audit Guide, Audits of
Col | eges and Universities, as amended by the Al CPA Statenment of Position (SOP) 74-8,
Fi nanci al Accounting and Reporting by Colleges and Universities, as nodified by
appl i cabl e Financial Accounting Standards Board (FASB) pronouncenents issued through
Novenber 30, 1989, and as nodified by all applicable GASB pronouncenents.

A sunmary of significant accounting policies follows.

Reporting Entity

The core of the financial reporting entity is the prinmary government which has a
separately el ected governing body. As required by generally accepted accounting
principles, the financial reporting entity includes both the prinmary governnent and
all of its conponent units. Conponent units are legally separate organizations for
which the elected officials of the primary governnent are financially accountable.
In turn conponent units nmay have conponent units.

An organi zation other than a primary governnment nmay serve as a hucleus for a
reporting entity when it issues separate financial statenments. That organization is
identified herein as a primary entity. This financial reporting entity includes
both The Citadel, the Mlitary College of South Carolina (a prinmary entity), and its
conponent unit blended within the primary entity.

A primary governnment or entity is financially accountable if its officials or
appoi ntees appoint a voting mpjority of the organi zation's governing body including
situations in which the voting majority consists of the primary entity's officials
serving as required by law (e.g., enployees who serve in an ex officio capacity on
the conmponent unit's board are considered appointments by the primary entity), and
(1) it is able to inmpose its will on that organization or (2) there is a potential
for the organization to provide specific financial benefits to, or inpose specific
financial burdens on, the primary entity. The primary entity also nay be
financially accountable if an organization is fiscally dependent on it even if it
does not appoint a voting mpjority of the board. An organization is fiscally
dependent on the primary governnent or entity that holds one or nore of the
foll owi ng powers:

(D Determi nes its budget w thout another governnent's having the authority to
approve and nmodi fy that budget.

(2) Levi es taxes or set rates or charges wi thout approval by another government.

(3) | ssues bonded debt without approval by another government.

The organization is fiscally independent if it holds all three of those powers.
Based on these criteria, The Citadel Trust, Inc., is included in the reporting



THE CITADEL
TheMilitary College of South Carolina
Notes to the Financial Statements
June 30, 2000

NOTE 1 - SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Reporting Entity (Continued)

entity because The Citadel Board of Visitors appoints the Trust’s board and the
Trust provides specific financial benefits to The Citadel, and because of the
significance of its operational and financial relationships with The Citadel. The
Citadel Trust is blended within the college fund groups of The Citadel.

Section 59-121-55 of the Code of Laws of South Carolina authorized The Citadel Board
of Visitors to form The Citadel Trust (the Trust), a non-profit eleenpsynary
corporation for the purpose of providing scholarship and other financial assistance

or support to The Citadel. This legislation further authorized the Board of
Visitors to transfer certain nonstate appropriated assets, not exceedi ng
$20, 000,000, to the Trust to be used for its stated purpose, except that any
restrictions or linmtations on such assets continue to be applicable after the

assets are transferred. These assets were transferred to the Trust effective July
1, 1991. The Trust is governed by a five-nenber Board of Directors appointed by The
Citadel Board of Visitors. 1In the event of dissolution of the Trust, all its assets
shall revert to The Citadel. Even though the Trust is a legally separate entity, it
is reported as if it were part of The Citadel.

The Trust's bal ances and transactions are blended with those of The Citadel, i.e.,
reported in the applicable fund groups as if they were bal ances and transactions of
The Citadel. The separately issued financial statenents of the Trust my be

obtained from The Citadel's Vice President for Finance and Busi ness Affairs.

Primary Entity

The Citadel is a State-supported, coeducational institution of higher education.
The Citadel is granted an annual appropriation for operating purposes as authorized
by the South Carolina General Assenbly. The appropriation as enacted becones the

| egal operating budget for the institution. The Appropriation Act authorizes
expenditures from funds appropriated from the General Fund of the State and
aut hori zes expenditures of total operating funds. 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 Citadel. The Citadel was established as an
institution of higher education by Section 59-101-10 of the Code of Laws of South
Carolina. The Citadel (a primary entity) is part of the prinmary governnent of the
State of South Carolina and its funds are reported in the State's higher education
funds in the Conprehensive Annual Financial Report of the State of South Carolina.
Generally all State departnments, agencies, and colleges are included in the State’'s

reporting entity. These entities are financially accountable to and fiscally
dependent on the State. Although the State-supported universities operate sonmewhat
autonormously, they lack full corporate powers. |In addition, the Governor and/or the

General Assenbly appoints nost of their board nmenbers and budgets a significant
portion of their funds.

The Board of Visitors, which has seven nenbers appointed by the CGeneral Assenbly,
three by the Association of Citadel Men, and one by the Governor, is the governing
body of The Citadel. The Board adm nisters, has jurisdiction over, and is
responsi bl e for the managenent of The Citadel.



THE CITADEL
TheMilitary College of South Carolina
Notes to the Financial Statements
June 30, 2000

NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Primary Entity (Continued)

The acconpanyi ng financial statenments present the financial position, the changes in
fund bal ances, and the current funds revenues, expenditures, and other changes of
only that portion of the funds of the State of South Carolina that is attributable
to the transactions of The Citadel and its conponent unit.

Presentation of Conponent Units

The Citadel Tust, despite being legally separate from The Citadel (the primry
entity), is so intertwined with it that it is, in substance, the same as the prinary
entity. Such conponent unit’s bal ances and transactions are blended with those of
the primary entity, i.e., reported in the applicable fund groups as if they were
bal ances and transactions of the primary entity.

Basi s of Accounting

The financial statements of The Citadel have been prepared on the accrual basis
except that, in accordance wth accounting practices customarily followed by
governnmental educational institutions, no provision is made for depreciation of
physi cal plant assets, interest on |oans to students is recorded when coll ected, and
revenue fromtuition and student fees for sunmer sessions is reported totally within

the fiscal year in which the session is primarily conducted. Ot herwi se, revenues
are reported in the accounting period when earned and becone neasurable and
expenditures when nmaterials or services are received or when incurred, if
measur abl e. Unrestricted state appropriations are recognhized as revenue when

received or nmade avail able. The statenment of current funds revenues, expenditures,
and ot her changes is a statenent of financial activities of current funds related to
the current reporting period. The statenent does not purport to present the results
of operations or the net incone or loss for the period as would a statement of
income or a statement of revenue and expenses.

Mandatory transfers are limted to those arising out of binding |egal arrangenents

related to financing the educational plant (e.g., construction, repairs, debt
anortization, and interest); agreenents to match gifts and grants; or required
mat ching of certain federal |oan prograns. Al other interfund transfers are

reported as nonnmandatory transfers.

To the extent that current funds are used to finance plant assets, the ampunts so
provi ded are accounted for as (1) expenditures, in the case of alterations and
renovati ons and purchases and normal replacenent of novable equipnent, Ilibrary
books, and conputer software devel oped or obtained for internal use (2) mandatory
transfers, in the case of required provisions for debt anortization and interest;
and (3) transfers of a nonmandatory nature in all other cases.

Fund Accounting - Coll ege Funds
Fund accounting is the procedure by which resources for various purposes are
classified for accounting and reporting purposes into funds that are in accordance

with specified activities or objectives in accordance wth limtations and
restrictions placed by sources outside the institution or in accordance wth
directions issued by the governing board. Separate accounts are nmmintained for
each fund; however, in the acconpanying financial statenents, funds that have

10



THE CITADEL
TheMilitary College of South Carolina
Notes to the Financial Statements
June 30, 2000

NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Fund Accounting — Coll ege Funds (Conti nued)

simlar characteristics have been conbined into fund groups and subgroups.
Accordingly, all financial transactions have been recorded and reported by fund
group and subgroup.

Wt hin each fund group, fund bal ances restricted by outside sources are so indicated
and are distinguished from unrestricted funds allocated to specific purposes by
action of the governing board. Externally restricted funds nay be utilized only in
accordance with the purposes established by the sources of such funds and are in
contrast with wunrestricted funds, over which the governing board retains ful
control to use in achieving any of its institutional purposes.

All realized and unrealized gains and |osses arising fromthe sale, collection, or
ot her disposition of investnents and other noncash assets are accounted for in the
fund that owned such assets. Odinary incone derived frominvestnments, receivables,
and the like is accounted for in the fund owning such assets, except for incone
derived from investments of endowrent and simlar funds which is accounted for in
the fund to which it is restricted or, if unrestricted, as revenue in unrestricted
current funds, except for certain quasi-endowrent incone which is required to be
added to the principal or unless the endownent agreenment requires the incone to be
added to the corpus. For these exceptions, incone is reported in the endowrent and
simlar funds group

Al'l other unrestricted revenues are accounted for in unrestricted current funds.
Restricted gifts, grants, appropriations, endownrent incone, and other restricted
resources are accounted for in the appropriate restricted funds.

The Current Funds group includes those econom c resources which are expendable for
operating purposes to perform the primry mnissions of The Citadel, which are
i nstruction, research, and public service. For a nore meani ngful disclosure, the
current funds are divided into two subgroups: unrestricted and restricted. Separate
accounts are nmmintained for auxiliary enterprises operations in the unrestricted
current funds. Current funds are considered unrestricted unless the restrictions
i mposed by the donor or other external agency are so specific that they
substantially reduce The Citadel's flexibility in their utilization. Unrestricted
gifts are recognized as revenue when received and other unrestricted resources are
recorded as revenue when earned. Receipts that are restricted are recorded
initially as additions to restricted fund bal ances and recogni zed as revenue to the
extent that such funds are expended for the restricted purposes during the current
fiscal year and net all related requirenents.

Current Funds Auxiliary Enterprises are essentially self-supporting business
entities and activities that exist for the purpose of furnishing goods and services
primarily to students, faculty, staff, or departnents and for which charges are nade

that directly relate to such goods and services. Revenue and expenditures are
reported separately as unrestricted current funds. Assets, liabilities, and fund
bal ances are conbined with other unrestricted current funds for reporting purposes;
however, each separate enterprise nmintains its own assets, liabilities, and fund
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TheMilitary College of South Carolina
Notes to the Financial Statements
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NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Fund Accounting — Coll ege Funds (Conti nued)

bal ance. Auxiliary enterprises activities include athletics, barracks, cadet store,
dining hall, infirmary, and gift shop. The portion of The Citadel's unrestricted
current funds balance related to its auxiliary enterprises was $3,155,609 at June
30.

The Loan Funds group accounts for the resources available for |oans to students from

donors, governnent agencies, and nmndatory institutional matching grants. Loan
funds have been divided into those provided by the federal government and those
provi ded by other sources. Expendi tures include costs of loan collections, |oan

cancellations and wite-offs in accordance with |oan program terns, charges for
collectibility all owances, and adm nistrative costs under the federal |oan prograns.
To the extent that current funds are used to neet required provisions for grant
mat chi ng, they are accounted for as mandatory transfers.

The Endownent and Sinmilar Funds group includes endowrent funds, term endowrent
funds, and funds functioning as endowrents (quasi-endownent), and annuity funds.

Endowment funds are subject to the restrictions of gift instruments requiring in
perpetuity that the principal be invested and the inconme only be utilized. Sone of
The Citadel's endowrents require the incone to be used for specified purposes and
others contain no such restrictions. Term endowrent funds are sinmilar to endowrent
funds except that, upon the passage of a stated period of tine or the happening of a
particular event, all or a part of the principal nmay be expended. Currently, The
Citadel has no term endownents. Wi | e quasi - endowrent funds have been established
by the governing board for the sanme purposes as permanent endownrent funds, subject
to any restrictions inposed by the donor of the resources, any unrestricted portion
of the principal as well as income nay be expended at the discretion of the
governing board. The term"principal" is construed to include the original value of
an endowment and subsequent additions and realized gains/losses attributable to
i nvestment transactions. Annuity funds are held in trust with the annuity paid
periodically to designated beneficiaries. Principal vests with the college and
payments cease upon the death of the beneficiaries.

The Pl ant Funds group consists of three self-bal anci ng subgroups: (1) unexpended
pl ant funds, (2) funds for retirement of indebtedness, and (3) investnent in plant.
The unexpended plant funds subgroup accounts for the resources derived from various
sources and any debt related to unexpended resources to finance the acquisition of
long-life assets and to provide for routine renewal and replacenment of existing
pl ant assets. Receipts legally restricted solely for plant inprovenents are
recorded directly in The Citadel's plant funds as revenue. The retirement of
i ndebt edness subgroup accounts for resources that are specifically assessed and/or
specifically accunulated for interest and principal paynents, debt service reserve

funds, and other debt service charges related to plant fund indebtedness. The
investment in plant subgroup accounts for all long-life assets in the service of
The Citadel, all construction in progress, and related debt for funds borrowed and
expended for the acquisition of plant assets included in this fund subgroup. Net

investment in plant represents the excess of the carrying value of plant assets over
the related liabilities.
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NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Fund Accounting — Coll ege Funds (Conti nued)

The Agency Funds group accounts for the assets held on behalf of others in the
capacity of custodian or fiscal agent; consequently, transactions relating to agency
funds do not affect the operating statements of The Citadel. They include the
accounts of students, student organizations, and other groups directly associated
with The Citadel

Use of Estimates

The preparation of financial statenments in conformty wth generally accepted
accounting principles requires nmanagenent to nake estinmates and assunptions that
affect the reported anobunts of assets, liabilities, revenues, and expenditures and
af fect disclosure of contingent assets and liabilities at the date of the financia
statenments. Actual results could differ fromthose estimtes.

I ndi rect Cost Recoveries

The Citadel records restricted current funds revenue for governnental grants and
contracts in amunts equal to direct costs incurred. The Citadel reports as
unrestricted revenue recoveries of indirect costs applicable to governnent-sponsored
programs at negotiated fixed rates for each year. The recoveries are also recorded

as additions and deductions of restricted current funds. I ndi rect cost recoveries
nmust be remitted to the State CGeneral Fund except those received under research and
student aid grants which may be retained by The Citadel. Al so, after January 1

1999, federal grants and contracts whose annual award is two hundred thousand
dollars or less are exenpted fromthe requirenment to remt recoveries to the State
General Fund. For fiscal year 2000, The Citadel retained all indirect cost
recoveries.

Conpensat ed Absences

Generally, all pernanent full-tine State enployees and certain part-tinme enpl oyees
scheduled to work at |east one-half of the agency’'s workweek are entitled to accrue
and carry forward at cal endar year-end maximums of 180 days sick |eave and of 45
days annual vacation |eave, except that faculty nmenbers do not accrue annual | eave.
Upon termnation of State enploynent, enployees are entitled to be paid for
accumul ated unused annual vacation |eave up to the naxi num but are not entitled to
any paynment for unused sick |eave. The conpensated absences liability includes
accrued annual |eave and overtinme |eave earned for which the enployees are entitled
to paid time off or paynent at termination. The leave liability also includes an
estimate for accrued sick | eave and | eave fromthe College’'s | eave transfer pool for
enpl oyees who have been approved as |eave recipients under personal energency
ci rcunmst ances which comenced on or before June 30. The Citadel calculates the
conpensat ed absences liability based on recorded bal ances of unused | eave for which
the enpl oyer expects to conpensate enployees through paid tine off or cash paynents
at termnation. That liability is inventoried at fiscal year-end current salary
costs and the cost of the salary-related paynents and is recorded in unrestricted
current funds. The net change in the liability is recorded in the current year in
the applicable functional expenditure categories.
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NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

I nvest nent in Pl ant

Physi cal plant and equipnent, except for plant assets acquired prior to July 1,

1985, and equi pnent acquired under capital |ease, are stated at cost at the date of
acquisition or fair market value at the date of donation in the case of gifts from
external parties. Pl ant assets acquired prior to July 1, 1985, are stated at
hi storical cost when deternminable or at estinmated historical cost. Equi pnent
addi ti ons purchased through installnment purchase contracts are capitalized in the
i nvestment in plant funds subgroup in the year of acquisition at their total cost,

excluding interest charges. Equipnent under capital |eases and install nment purchase
agreenents is stated at the |ower of the present value of mininum |ease paynents,

i ncludi ng the downpaynent, at the beginning of the lease termor fair value at the
i nception of the |ease. Resources for the paynments of principal and interest on
such contracts are recorded as transfers fromthe current funds group and the debt
service expenditures are reported in the retirenment of indebtedness plant funds as
the installnments are paid.

Infrastructure assets include streets, sidewalks, parking lots, drainage systens,
lighting systens, utility systens, and similar assets that are i movable and only of
value to The Citadel and are not capitalized.

Construction expenditures are recorded at cost in the unexpended plant funds when
incurred and simultaneously capitalized at total expenditures |ess noncapitalized
costs as construction in progress in the investnment in plant funds subgroup. Upon
the conmpletion of the project, the costs are capitalized in the appropriate asset
accounts in investnment in plant.

Construction in progress is valued at total cost |ess noncapitalized costs in the
unexpended pl ant funds subgroup when the costs are incurred. Upon conpletion of the
project, these capitalized costs are recorded as expenditures in unexpended plant
funds and the asset and any associated debt sinmultaneously are transferred to the
i nvestment in plant funds subgroup and recorded in the appropriate asset accounts.

Li brary books, periodicals, mcrofilms and other library materials on conputer data
storage devices are recorded at cost when purchased or fair nmarket value at the date
of donati on.

Ef fective for FY 2000 and future years, conputer software costs to be capitalized
include the external direct costs of materials and services consumed in devel oping
or obtaining internal-use conputer software; payroll and payroll-related costs for
enpl oyees who are directly associated with and who devote time to the internal-use

conputer software project; interest costs incurred when developing conputer
software; and costs to develop or obtain software that allows for access or
conversion of old data by new systens. These costs are incurred during the

application devel opnent stage. The capitalized costs of conmputer software devel oped
or obtained for internal use are anortized on a straight-line basis. The Citadel
had no capitalized internal use conputer software costs for fiscal year 2000
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NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

I nvestnent in Plant (Continued)

Current funds expenditures for acquisition of capital assets are sinultaneously
recorded in both the current funds expenditure accounts of the various operating
departnments and in the investnent in plant funds subgroup

The Citadel capitalizes najor additions and renovations to plant assets; qualifying
equi pment with a unit value in excess of $5,000 and a useful life in excess of two
years; and library materials regardl ess of cost.

When plant assets are sold, retired, or otherw se disposed of, the carrying val ue at
cost, estimated historical cost, or fair market value at date of gift, and the

unanmortized cost of conmputer software, where applicable, is renmoved from the
i nvestment in plant subgroup. The values of library naterials are renmpved based on
average cost of library itens. |In accordance with practices followed by educationa

institutions, depreciation on physical plant and equi prment is not recorded.

Capitalized Interest

The Citadel capitalizes as a conponent of construction in progress interest cost in
excess of earnings on debt associated with the capital projects. Therefore, asset
values in the investnment in plant subgroup include such interest costs.

Deferred Charges/Credits and Anortization

Deferred charges consisting of bond discounts, bond insurance prem uns and bond
i ssuance costs are reported in the asset section and deferred credits for bond
premuns are reported in the liability section of the balance sheet of the
retirement of indebtedness plant funds subgroup and are anortized as elenents of
interest and other charges on indebtedness over the lives of the applicable bond
i ssues using the bonds outstanding nethod. Anortization of deferred premiuns is
recorded as a reduction of interest expenditures; whereas, anortization of deferred
charges is reported as an addition to interest charges.

Def erred Revenues

In unrestricted current funds, deferred revenues consist of receipts collected in
advance for athletic events which anmobunts have not been earned, and student tuition
and fees and room and board collected in advance for the sunmer and fall academc
terns. Revenues are recognized in the period in which the sessions are
predom nantly conducted and services are provided or the senester for which the fee
i s applicable and earned.

St udent Deposits

Student deposits represent dormitory room deposits, security deposits for possible
room damage and key | oss, other deposits, and student fee refunds. Student deposits
are recogni zed as revenue during the senester for which the fee is applicable and
earned when the deposit is nonrefundable to the student under the forfeit terns of
t he agreenent.

15



THE CITADEL
TheMilitary College of South Carolina
Notes to the Financial Statements
June 30, 2000

NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Fee Wi vers

Student tuition and fees revenues include all such anmpbunts assessed agai nst students
(net of refunds) for educational purposes even in those cases in which there is no
intention of collection. These revenue ampunts are offset by equal expenditures.
The ampounts of such remssions or waivers are recorded and classified as
schol arshi ps and fellowshi ps expenditures or as staff benefits in the applicable
current funds functional expenditure categories. State law provides that
educational fee waivers my be offered to no nore than two percent of the
under gr aduat e st udent body.

Prepaid Itens

Expenditures for insurance and simlar services paid for in the current or prior
fiscal years and benefiting nore than one accounting period are allocated anobng
accounting periods. For The Citadel, ampunts reported in this asset account consi st
primarily of prepaid insurance.

Cash and Cash Equival ents

The anmpunts shown in the financial statenents as "cash and cash equivalents"
represent petty cash, cash on deposit in banks, cash on deposit with the State
Treasurer, and cash invested in various instruments by the State Treasurer as part
of the State's internal cash managenment pool, and cash invested in various short-
terminstrunments by the State Treasurer and held in separate agency accounts.

Most State agencies including The Citadel participate in the state’'s internal cash

managenent pool . Because the cash managenment pool operates as a demand deposit
account, amounts invested in the pool are classified as cash and cash equival ents.
The State Treasurer adm nisters the cash nmanagenent pool. The pool includes sone

| ong-term investnments such as obligations of the United States and certain agencies
of the United States, obligations of the State of South Carolina and certain of its
political subdi vi si ons, certificates of deposi t, collateralized repurchase
agreenents and certain corporate bonds. For credit risk information pertaining to
the internal cash nanagenent pool, see the deposit disclosures in Note 15.

The State's internal cash managenment pool consists of a general deposit account and
several special deposit accounts. The State records each fund's equity interest in
the general deposit account; however, all earnings on that account are credited to
the General Fund of the State. The Citadel records and reports its deposits in the

general deposit account at cost. The Citadel reports its deposits in the special
deposit accounts at fair val ue. I nvestnents held by the pool are recorded at fair
val ue. Interest earned by the Citadel’'s special deposit accounts is posted to its
account at the end of each nonth and is retained. Interest earnings are allocated
based on the percentage of the College's accunulated daily interest incone
receivable to the total incone receivable of the pool. Reported investnent incone

i ncludes interest earnings at the stated rate, realized gains/losses, and unrealized
gai ns/losses arising fromchanges in the fair value of investnments held by the pool
Real i zed gains and |losses are allocated daily and are included in the accunul ated
i ncome receivabl e. Unrealized gains and |osses are allocated at year-end based on
t he percentage ownership in the pool
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NOTE 1 — SUMVARY OF SI GNI FI CANT ACCOUNTI NG POLI Cl ES ( CONTI NUED)

Cash and Cash Equi val ents (continued)
For credit risk information pertaining to the State’'s internal cash managenent pool
see the deposits disclosures in Note 15.

Sone State Treasurer accounts are not included in the State's internal cash
managenment pool because of restrictions on the use of the funds. For those
accounts, cash equivalents include investnents in short-term highly [liquid
securities having an initial maturity of three nmonths or less at the tine of
acqui sition.

For The Citadel’s funds not held by the State Treasurer, cash equival ents include
investments in short-term highly liquid securities having a maturity at the tinme of
purchase of three nonths or |ess.

Rebat abl e Arbitrage
Arbitrage involves the investnent of proceeds fromthe sale of tax-exenpt securities
in a taxable investnent that yields a higher rate, resulting in incone in excess of

i nterest costs. Federal law requires entities to rebate to the government such
income on tax-exenpt debt if the yield from those earnings exceeds the effective
yield on the related tax-exenpt debt issued. Governnmental units may avoid the
requi renent to rebate the “excess” earnings to the federal governnent under certain
circunstances, if they issue no nore that $5 mllion in total of all such debt in a
cal endar year or if they neet specified targets for the expenditures of the proceeds
and interest earnings thereon. For this purpose, tax-exenpt indebtedness includes

bonds and certain capital |eases and installnment purchases. The federal governnent
only requires arbitrage be calculated, reported, and paid every five years or at
maturity of the debt, whichever is earlier. However, the potential liability is
cal cul ated annually for financial reporting purposes. The expenditure and liability,
if any, are recorded in the retirenent of indebtedness subgroup and a reserve fund
to liquidate the liability is established.

I nformati on Technol ogy Costs

Noncapitalized information technology (IT) costs are not budgeted and reported by
benefiting functional expenditure classification but those related to the college's
m ssions of instruction, research, and public service are budgeted and reported in
the academic support category and other |IT costs are reported in institutional
support.

Intraentity Transactions and Bal ances

Because aggregated totals are presented, The Citadel elected to renpve the effects
of revenue and expenditure transactions it had with its blended conponent wunit
Rei mbur senent transactions for expenditures initially nade by one fund or the
conmponent unit that are applicable to another are recorded as expenditures in the
rei mbursing fund of the College or the conponent unit. Expenditures initially nade
by The Citadel for related parties or other external parties and reinbursed by those
parties are elininated.

Transfers between The Citadel and its blended conponent wunit are reported as

nonmandatory transfers. Simlarly, receivables and payabl es between The Citadel and
its bl ended conponent unit are reported as due from and due to other funds.
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Intraentity Transacti ons and Bal ances (conti nued)

Current amunts due to/from the sanme funds are reported net on the bal ance sheet
only if there is a legal right to the offset.

Total s (Menorandum Only) Col ums

Amounts in the “Totals (Menorandum Only)” columms of the Bal ance Sheet and St at enent
of Changes in Fund Bal ances represent an aggregation of the financial statenent
line-items to facilitate financial analysis. Such ampunts are not conparable to
consolidation and do not present financial information in conformty wth GAAP.
Interfund elimnations have not been nmade in the aggregation of this data except
expenditure reinmbursenents and certain other intraentity transactions and bal ances
between the College and its bl ended conponent unit have been elim nated.

NOTE 2 STATE APPROPRI ATI ONS

The Citadel is granted an annual appropriation for operating purposes as authorized
by the Ceneral Assenbly of the State of South Carolina. State appropriations are
recogni zed as revenue when received and available. Amunts that are not expended by
fiscal year-end |lapse and are required to be returned to the General Fund of the
State unless The Citadel receives authorization from the General Assenbly to carry
the funds over to the next year.
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The original appropriation is The Citadel's base budget anobunt presented in the
General Funds colum of Section 5C of Part | A of the 1999-2000 Appropriation Act.
The following is a reconciliation of the original appropriation as enacted by the
General Assenbly to state appropriations revenue reported in the financial
statements for the fiscal year ended June 30, 2000:

Original Appropriation $14, 673, 808
Non-recurring original appropriation
for Cannonaire Restoration (Proviso 5C 1.) 60, 000

St at e Budget and Control Board All ocati ons:
Enpl oyee Base Pay | ncreases and Rel at ed
Enpl oyee Benefits (Proviso 63C. 10.) 458, 281
401K Mat chi ng Program (Proviso 72.48) 17, 056
Appropriation Allocations fromthe State
Conmmi ssi on on Hi gher Education (CHE):
Fromthe Children’s Educati on Endowrent Fund For:

Pal metto Fel l ows Schol arship 109, 722

Need- Based Grants 127,592
For Need-Based Grants 5,318
For Access and Equity Desegregati on Fundi ng

(Proviso 5A.6.) 4,288
For LI FE Schol arshi ps (1998 Act 418) 386, 000
For Performance Fundi ng 532, 884
For STAR Schol arships (from ElI A fundi ng) 998

From Suppl enental Appropriations of 1999 Surplus State
General Fund Revenues (Part |V of 2000 Appropriation Act) for:

Per f or mance Fundi ng 67,989
Access and Equity Grant funding 15, 066
For Continuation of Assimilation of Whnen 223, 540
For Academ c¢ Endowrent Incentive Match (Code of Laws 59-118-40) 57,874

From Capi tal Reserve Fund Appropriations (August 1999 Joint
Resol uti on R201) for:

Per f or mance Fundi ng 887, 590
Total State Appropriations Revenue - Accrual Basis 17, 628, 006
Less: Higher Education G ant/Schol arshi p Fundi ng

Reported in Restricted Current Funds 679, 590
Less: Acadeni ¢ Endownent Match Reported in the

Restricted Current Funds 57,874
Fundi ng Reported in Unrestricted Current Funds $16, 890, 542

The Citadel recognized the foll owing revenue fromthe State Conmi ssion on Hi gher
Education as state grants and contracts revenue in the restricted current funds

group.

SC I ncentive Grant Program $62, 300
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NOTE 3 - STATE CAPI TAL | MPROVEMENT BONDS

In current and prior years, the State authorized funds for inprovenents and
expansion of facilities using the proceeds of state capital inprovenment bonds. As
capital projects are authorized by the State Budget and Control Board, the bond
proceeds are allocated to the projects. Wen the funds are authorized, The Citadel
records the proceeds as revenue in the unexpended pl ant funds subgroup. These
authorized funds can be requested as needed once State authorities have given
approval to begin specific projects. The Citadel is not obligated to repay these
funds to the State. The total bal ance receivable for the undrawn portions of the
aut hori zat i ons isreported in the balance sheet as " capital improvement bond proceeds receivable." A summary of the
activity in the balances availabl e from these authorizations during the year ended June 30, 2000, follows:

Ampount Dr awn

Anpunt in Fiscal Bal ance
Tot al Drawn in Year Ended Aut hori zed
Act Aut hori zed Pri or Years June 30, 2000 June 30, 2000
Act 638 of 1988 $ 8,270, 909 $ 8,270, 481 $ - $ 428
Act 111 of 1997 6, 282, 000 468, 626 770, 946 5,042, 428
Act 28 of 1999 8, 000, 000 - 749, 221 7,250, 779
Tot al $22,. 552, 909 $ 8,739,107 $1,.520,167 $12, 293,635

The balance is reported in the unexpended plant fund subgroup of the plant funds
gr oup.

Of the bal ances avail abl e at June 30, 2000, the college can withdraw funds accordi ng
to the follow ng schedul e:

July 1, 2000, to Decenber 31, 2000 $4, 368, 015
January 1, 2001, to June 30, 2001 4,914,726
July 1, 2001, to Decenber 31, 2001 3,010, 894
Tot al $12 293, 635

NOTE 4 - BONDS PAYABLE

At June 30, 2000, bonds payabl e consisted of the follow ng:

I nt er est Maturity June 30, 2000
Rat es Dat es Bal ance
State Institution Bonds
Series 1991 5.5% - 7.5% 12/ 01/ 06 $ 1,160, 000
Revenue Bonds
Series 1997 4,875% - 5.125% 04/ 01/ 17 21, 840, 000
Tot al $23, 000, 000
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The various bond indentures restrict the use of particular revenue sources. State
Institution Bonds are general obligation bonds of the State backed by the full
faith, credit, and taxing power of the State. Tuition paid to The Citadel is
restricted up to the amount of annual debt requirenments for the paynent of principa
and interest on State Institution Bonds. The Series 1997 Revenue Bonds are backed
by two sources of revenue: the net revenues of the “Facilities” and “Additional

Funds”. The enabling act defines “Facilities” as dormtories, apartnent buildings,
dwel I'i ng houses, bookstore and other coll ege operated stores, |aundry, dining halls,
cafeterias, parking facilities, student recreational, entertainment and fitness
related facilities, inns, conferences and non-degree educational facilities and

simlar auxiliary facilities of the college or any other facilities which are
auxiliary to any of the foregoing. The “Additional Funds” are all available funds
and acadenic fees of the college which are not (1) funds of the college derived from
appropriations received fromthe General Assenbly; and (2) tuition funds pledged to
the repaynment of State Institution Bonds.

The Citadel purchased a bond insurance policy in favor of the bond trustee for the
Series 1997 Revenue Bonds. The insurance covers the paynent of principal and
interest for a period equal to the final maturity in case of nonpaynment by The
Ci t adel

The bond docunents outline certain covenants to secure the bonds. For the 1997
Series Revenue Bonds, The Citadel nmust maintain and collect rates and charges for
the use of the facilities which shall at all tines be sufficient (1) to provide for
the paynents of expenses for admnistration, operation and nmintenance of the
facilities as nmay be necessary to preserve the same in good order and repair, (2) to
provi de for the paynent of principal and interest on the Bonds, (3) to nmintain the
debt service funds and thus provide for the punctual paynent of principal and
interest on the bonds, (4) to provide a reserve for contingencies and for
i mprovenents, renovations and expansion of the facilities other than those necessary
to maintain the same in good order and repair, (5) to provide all anbunts ow ng
under any rei nbursenent agreenment with any provider of an insurance policy, and (6)
to discharge all obligations inposed by the enabling act and resol ution.

The series 1997 Bonds maturing prior to April 1, 2007, shall not be subject to
redenption prior to their stated naturities. The Series 1997 Bonds maturing on or
after April, 1, 2007 shall be subject to redenption at the option of The Citadel
Board of Visitors on or after April 1, 2006, in whole at any tinme or in part on any
April 1 or October 1, and if in part in those maturities designated by The Citade

and by lot within a maturity (but only in integral multiples of $5,000) upon 30 days
notice at the principal amunt thereof and the interest accrued on such principal
anount to the date fixed for redenption, plus the followi ng redenption preniuns,

expressed as a percentage of the principal anount redeenmed; April 1, 2006 through
March 31, 2007 at 102% April 1,2007 through March 31, 2008 at 101% and April

1,2008 and thereafter at 100% Begi nni ng Decenber 1, 2000, certain of the Series
1991 State Institution Bonds may be redeenmed at a premium prior to the nmandatory
redenption dates and final naturities at the option of the State of South Carolina.
The redenption prices (expressed as a percentage of the principal redeenmed) for the
Series 1991 State Institution Bonds range from 102 percent to 100.5 percent in 2003.
The Citadel has no debt service reserve requirenents.
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All of the bonds are payable in semiannual installnments plus interest. Ampount s
including interest required to conplete paynent of the revenue bond obligations as
of June 30, 2000 are as follows:

Year Endi ng June 30 Pri nci pal | nt er est Tota
2001 $ 955, 000 $ 1,094, 638 $ 2,049, 638
2002 990, 000 1, 048, 081 2, 038, 081
2003 1, 040, 000 999, 819 2, 039, 819
2004 1, 080, 000 949, 119 2,029,119
2005 1, 145, 000 896, 469 2,041, 469
2006 through 2017 16, 630, 000 5,952, 144 22,582, 144
Total Obligations $21, 840, 000 $ 10,940, 270 $32, 780, 270

Amounts including interest required to conplete paynent of the State Institution
Bonds as of June 30, 2000 are as foll ows:

Year Endi ng June 30 Pri nci pal | nt er est Tota
2001 $ 135,000 $ 68,080 $ 203,080
2002 145, 000 59, 608 204, 608
2003 155, 000 50, 380 205, 380
2004 165, 000 40, 419 205, 419
2005 175, 000 29, 663 204, 663

2006 through 2007 385, 000 24,531 409, 531

Total Obligations $1, 160, 000 $272, 681 $1,432, 681

Receipts fromtuition, matriculation fees, and other fees legally designated solely
for the purpose of debt retirement for institution bonds are recorded directly in
the funds for retirement of indebtedness as student tuition revenue. Mandat ory
transfers from auxiliary enterprises revenue for debt retirenent on the revenue
bonds are reflected as transfers from unrestricted current funds to the funds for
retirement of indebtedness subgroup of the plant funds group

In prior years, The Citadel defeased certain bonds by placing the proceeds of new
bonds in an irrevocable trust to provide for all future debt service paynents
(principal and interest) on the old bonds. As a result, because the revenue bonds
are consi dered defeased, the liability for the defeased bonds has been renoved from
the investnent in plant funds subgroup and the trust account assets are not included
in these financial statements. At June 30, 2000, $9,675,000 of bonds outstanding is
consi dered def eased.
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The Citadel reported principal retirements and interest expenditures related to the
bonds as follows for the year ended June 30, 2000.

Bond Type Pri nci pal I nt er est
State Institution $ 125, 000 $ 75, 203
Revenue Bonds 905, 000 1,127,727

Tot al $1, 030, 000 $1, 202,930

Anortization of deferred charges of $26,348 is reported as an elenment of interest
and ot her charges on i ndebtedness in the current year

Debt Service Limtation on State Institution Bonds

S.C. Code of Laws Section 59-107-90 states that the maxi num anpunt of annual debt
service on state institution bonds for each institution shall not exceed ninety
percent of the sunms received fromtuition fees (as defined by Code Section 59-107-
30) for the preceding fiscal year. Tuition fees for the fiscal year ended June 30,
1999, were $487,860, which results in a legal annual debt service limt at June 30
2000, of $439,074.

Arbitrage Liability Accrua

The estimate of the arbitrage liability related to the revenue bond is $654 at June
30, 2000. The estimated liability was reduced in the current year. That $2, 085
adjustnment is reported as an “other sources” addition in the retirement of
i ndebt edness subgroup. Ninety percent of the liability is required to be rebated to
the federal governnent no |ater than 60 days after October 30, 2002.

NOTE 5 - NOTE PAYABLE

| nt er est Maturity Anmount
Note due to the State of South Carolina
Not e dated 08/01/81, revised 12/08/89 6. 80% 12/ 08/ 08 $244, 260
The note is payable in annual installnments plus interest. Amounts including

interest required to conplete paynment of the note as of June 30 are as foll ows:

Year Endi ng June 30 Pri nci pal | nt er est Tot al

2001 $ 20, 563 $ 16, 609 $ 37,172

2002 21,961 15, 211 37,172

2003 23, 454 13,718 37,172

2004 25, 049 12,123 37,172

2005 26, 752 10, 420 37,172

After 2005 126, 481 22,208 148, 689
Total Obligations $244, 260 $90, 289 $334, 549
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The Col | ege has pledged a portion of incone fromticket sales, facility rentals, and
student fees to nmke these paynents.

Principal paid on the note payable was $19,253 for the year ended June 30, 2000
Interest for 2000 for this note was $17,264 and is recorded in the plant funds.

NOTE 6 — LEASE OBLI GATI ONS

The college is obligated under an operating |ease for the use of equipnent. I'n
addition, The Citadel is obligated under capital |eases for the acquisition of
equi pnent . Future commitnents for capital |eases and for noncancel |l abl e operating

| eases having remaining terns in excess of one year as of June 30, 2000, were as
fol |l ows:

Year endi ng June 30 Capital Leases(Equi pnent) Operating Leases( Equi pnent)
2001 $25, 176 $816
2002 13,473 204
2003 - 0- - 0-
2004 - 0- - 0-
2005 - 0- - 0-
Total mninmum | ease paynents $38, 649 $1, 020
Less: interest 2,043
Less: executory costs 8, 180
Princi pal outstanding $28, 426

Capital Leases

Capital |eases are generally payable in nonthly installnents from unrestricted
current funds resources transferred to retirenent of indebtedness subgroup of the
pl ant funds group and have terns expiring in fiscal year 2002. Capital |ease
expenditures for fiscal year 2000 were $25,176, of which $3,042 represented interest
and $5,616 represented executory costs. Interest rates range from 4.22% to 9. 65%
The carrying value of the equiprment held under capital |ease at June 30, 2000 is

$63, 995.

Certain capital |eases provide for renewal and/or purchase options. Generally
purchase options at bargain prices of one dollar are exercisable at the expiration
of the | ease terms.

The Citadel had no capital |eases with related parties in the current fiscal year

Operating Leases
The college’s noncancel |l able operating |ease having a remaining term of nore than
one year expires in fiscal year 2002. Certain operating |eases provide for renewa
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options for periods fromone to three years at their fair rental value at the tine

of renewal. All agreenents are cancelable if the State of South Carolina does not
provi de adequate funding. In the normal course of business, operating |eases are
generally renewed or replaced by other |eases. Operating |eases are generally

payabl e on a nonthly basis.

Total operating |ease expenditures in 2000 for equipnment were $816. The Citadel
reports these costs in the wunrestricted current funds functional expenditure
cat egori es.

The Citadel had no operating |eases with related parties in the current fiscal year

NOTE 7 - | NTERFUND TRANSFERS

Debt service funds become available for transfer because of the nmmintenance of
m ni rum bal ances including reserves for paynent of debt service and facility
operating costs as required by bond indentures and law. Tuition, fees, and revenues
pl edged for debt service when collected remain in the debt service accounts of the
retirement of indebtedness fund subgroup until they are transferred by the State
Treasurer into a general capital inprovenents funding account. For State
Institution Bonds issued by the State of South Carolina on behalf of The Citadel
the State Treasurer automatically transfers qualified funds. As needed, nobnies are
transferred from the general capital funding account to specific capital projects
accounts. For the npbst part, institutions are authorized to nmeke transfers for
specific projects with notification to the State Treasurer

The Citadel reports its general capital funding account in the unexpended plant
funds subgroup. In this fiscal year, The Citadel transferred $316,586 for that
purpose which is reported as a nonmandatory transfer from the retirenent of
i ndebt edness subgroup to the general capital projects funding account of the
unexpended plant funds subgroup and reported in unrestricted fund bal ance. Duri ng
the current year, The Citadel transferred $366,374 within that subgroup from the
general funding account to finance specific capital projects. Unexpended bal ances
of the capital project accounts are reported as restricted fund balances in the
unexpended pl ant funds subgroup

In addition, during fiscal year 2000, The Citadel recorded interfund transfers and
transfers with its blended and discretely presented conponent units, as foll ows:

Fund

From To Amount Pur pose
Mandat ory Transfers

Unrestricted Retirenment of $2, 043, 756 Funds to cover Revenue Bond
Current | ndebt edness debt service paynents
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Fund

From To Amount Pur pose

Nonmandat ory Transfers
Unrestricted Endownment $ 8,193 Board designated additions
Current to quasi - endownent funds
Unrestricted Unexpended $ 526,223 Funding for various
Current Pl ant construction projects
Unrestricted Retirement of $ 19,560 Funding for capital |ease
Current | ndebt edness paynent s
Unrestricted Retirement of $ 5,420 Funding for miscellaneous
Current | ndebt edness bond service fees
Restricted Endownment $ 172,712 Board designated additions
Current to quasi - endownent funds
Restricted Unexpended $ 77,939 Funding for various
Current Pl ant construction projects
Restricted Retirement of $ 36, 631 I naugur al Canpai gn funds for
Current | ndebt edness debt service requirenents
Endownent Unrestricted $ 186,686 Portion of endowrent funds

Current i nvest ment gai ns appropriated
Endownent Restricted $ 15,189 Portion of endownent funds
Current i nvest ment gai ns appropriated

Unexpended Unrestricted $ 62,506 Return of unspent funds to
Pl ant Current fundi ng source
Unexpended Restricted $ 302 Return of unspent funds to
Pl ant Current fundi ng source

NOTE 8 - PENSI ON PLANS

The Retirement Division of the State Budget and Control Board nmaintains four
i ndependent defined benefit plans and issues its own publicly available
Conpr ehensi ve Annual Financial Report (CAFR) which includes financial statenents and
requi red supplenmentary information. A copy of the separately issued CAFR may
be obtained by witing to the Retirenent Division, 202 Arbor Lake Drive, Colunbia,
South Carolina 29223. Furthermore, the Division and the four pension plans are
included in the CAFR of the State of South Carolina.
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The majority of enployees of The Citadel are covered by a retirenment plan through
the South Carolina Retirenent System (SCRS), a cost-sharing nmultiple-enployer
defined benefit pension plan adm nistered by the Retirenent Division, a public
enpl oyee retirenent system Generally all State enployees are required to
participate in and contribute to the SCRS as a condition of enploynment unless
exenpted by law as provided in Section 9-1-480 of the South Carolina Code of Laws.
This plan provides retirement annuity benefits as well as disability, cost of living
adj ustnent, death, and group-life insurance benefits to eligible enployees and
retirees.

Under the SCRS, enployees are eligible for a full service retirement annuity upon
reaching age 65 or conpletion of 30 years credited service regardl ess of age. The
benefit formula for full benefits effective since July 1, 1989, for the SCRS is 1.82
percent of an enployee's average final conpensation multiplied by the nunber of
years of credited service. Early retirenent options with reduced benefits are
avai l able as early as age 55. Enpl oyees are vested for a deferred annuity after 5
years service and qualify for a survivor's benefit upon conpletion of 15 years
credited service. Disability annuity benefits are payable to enpl oyees totally and
permanent|y di sabled provided they have a mininmum of 5 years credited service. A
group-life insurance benefit equal to an enployee's annual rate of conpensation is
payabl e upon the death of an active enployee with a mnimum of one year of credited
servi ce.

Since July 1, 1988, enployees participating in the SCRS have been required to
contribute 6.0 percent of all conpensation. Ef fective July 1, 1999, the enployer
contribution rate becane 9.50 percent which included a 1.95 percent surcharge to
fund retiree health and dental insurance coverage. Ef fective January 1, 2000 the
surcharge to fund retiree health and dental insurance coverage was increased to 2.16
percent to cover the cost of providing such services and the enployer contribution
rate becanme 9.71 percent. The Citadel’s actual contributions to the SCRS for the
three nost recent fiscal years ending June 30, 2000, 1999, and 1998, $1, 536, 921,
$1, 447,630, and $1, 358, 492, respectively, and equaled the required contributions of

7.55 percent (excluding the surcharge) for each year. Al so, The Citadel paid
enpl oyer group-life insurance contributions of $30,535 in the current fiscal year at
the rate of .15 percent of conpensation. The Citadel paid no pension costs for

enpl oyees on educational |eave.

The South Carolina Police Oficers Retirenent System (PORS) is a cost-sharing
mul ti pl e-enpl oyer defined benefit public enployee retirenent plan. Generally all
full-time enployees whose principal duties are the preservation of public order or
the protection or prevention and control of property destruction by fire are
required to participate in and contribute to the System as a condition of
enpl oynment . This plan provides annuity benefits as well as disability and group-
life insurance benefits to eligible enployees and retirees. In addition,
participating enployers in the PORS contribute to the accidental death fund which
provi des annuity benefits to beneficiaries of police officers and firenmen killed in
the actual performance of their duties. These benefits are independent of any other
retirement benefits available to the beneficiary.

Enmpl oyees covered under PORS are eligible for a nmonthly pension payable at age 55
with a mnimum of five years service or 25 years credited service regardl ess of age.
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In addition, enployees who have five years of credited service prior to age 55, can
retire yet defer receipt of benefits until they reach age 55. A nmenber is vested
for a deferred annuity with five years service. The benefit fornula for full
benefits effective since July 1, 1989, for the PORS is 2.14 percent of the
enpl oyee's average final salary multiplied by the nunber of years of credited
service. Disability annuity benefits and the group-life insurance benefits for PORS
menbers are simlar to those for SCRS participants. Acci dental death benefits
provi de a nmonthly pension of 50 percent of the nmenber’s budgeted conpensation at the
ti me of death.

Since July 1, 1988, enployees participating in the PORS have been required to
contribute 6.5 percent of all conpensation. Ef fective July 1, 1999, the enployer
contribution rate becane 12.25 percent which, as for the SCRS, included a 1.95
percent surcharge. Ef fective January 1, 2000 the surcharge to fund retiree health
and dental insurance coverage was increased to 2.16 percent to cover the cost of
provi di ng such services and the enployer contribution rate becane 12.46 percent.
The Citadel’'s actual contributions to the PORS for the years ending June 30, 2000,
1999, and 1998, were $40,412, $37,760, and $36,052, respectively, and equaled the
required contributions of 10.3 percent (excluding the surcharge) for each year.
Al so, The Citadel paid enployer group-life insurance contributions of $785 ad
acci dental death insurance contributions of $785 in the current fiscal year for PORS
parti ci pants. The rate for each of these insurance benefits is .20 percent of
conpensati on.

The anpunts paid by The Citadel for pension, group-life insurance, and accidental
death benefits are reported as enployer contributions expenditures wthin the
applicable current funds' functional expenditure categories to which the related
sal ari es are charged.

Article X, Section 16 of the South Carolina Constitution requires that all State-
operated retirenent systens be funded on a sound actuarial basis. Title 9 of the
Sout h Carolina Code of Laws of 1976, as anended, prescribes requirenments relating to
menber shi p, benefits, and enployee/enployer contributions for each pension plan.
Enmpl oyee and enployer contributions rates to SCRS and PORS are actuarially
deternmined. The surcharges to fund retiree health and dental insurance are not part
of the actuarially established rates. Annual benefits, payable monthly for Ilife,
are based on length of service and on average final conpensation (an annualized
average of the enployee's highest 12 consecutive quarters of conpensation).

The Systens do not nake separate neasurenents of assets and pension liabilities for

i ndi vi dual enpl oyers. Under Title 9 of the South Carolina Code of Laws, The
Citadel’s liability under the plans is limted to the amunt of contributions
(stated as a percentage of covered payroll) established by the State Budget and
Control Board. Therefore, The Citadel's liability under the pension plans is

limMmted to the contribution requirements for the applicable year from anounts
appropriated therefor in the South Carolina Appropriation Act and amobunts from ot her
applicable revenue sources. Accordingly, The Citadel recognizes no contingent
liability for unfunded costs associated with participation in the plans.
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At retirement, enployees participating in the SCRS or PORS receive additiona
service credit (at a rate of 20 days equals one nonth of service) for up to 90 days
for accumnul at ed unused sick | eave.

Certain State enpl oyees may elect to participate in the Optional Retirenent Program
(ORP), a defined contribution plan. The ORP was established in 1987 under Title 9,
Chapter 17, of the South Carolina Code of Laws. The ORP provides retirenent and
death benefits through the purchase of individual fixed or variable annuity
contracts which are issued to, and become the property of, the participants. The
State assunes no liability for this plan other than for paynent of contributions to
desi gnat ed i nsurance conpani es.

ORP participation is limted to faculty and administrative staff of the State's
four-year higher education institutions who neet all eligibility requirenents for
menbership in the SCRS. To elect participation in the ORP, eligible enployees nust
irrevocably wai ve SCRS nenbership within their first ninety days of enploynent.

Under State law, contributions to the ORP are required at the sane rates as for the
SCRS, 7.55 percent plus the retiree surcharge of 1.95 percent fromJuly 1, 1999 to
Decenber 31,1999 and 2.16 percent from January 1, 2000 to June 30, 2000 from the
enpl oyer in fiscal year 2000.

Certain of The Citadel's enployees have elected to be covered under optional

retirenment plans. For the fiscal year, total contribution requirenents to the ORP
were $206, 667 excluding the surcharge fromthe college as enpl oyer and $164, 239 from
its enpl oyees as plan nenbers. |In addition, The Citadel paid $4,106 for group-life
i nsurance coverage for these enployees. Amounts were remitted to the Retirenent

Division of the State Budget and Control Board for distribution to the respective
annuity policy providers. The obligation for paynent of benefits resides with the
i nsurance conpani es.

An Act passed in the |ast CGeneral Assenbly session, which has not been signed by the
Governor as of June 30, 2000, will anend Chapter 1, Title 9, of the 1976 Code of
Laws, and neke ot her changes to the South Carolina Retirenment System effective July
1, 2000, with sonme provisions effective January 1, 2001. The anendnent w |l enact
the Teacher and Enpl oyee Retention Incentive Program reduce fromthirty to twenty-
eight the years of creditable service required to retire at any age w thout penalty
and nmeke other changes to the Retirenment System

NOTE 9 - POSTEMPLOYMENT AND OTHER EMPLOYEE BENEFI TS

In accordance with the South Carolina Code of Laws and the annual Appropriation Act,
the State of South Carolina provides certain health care, dental, and |life insurance
benefits to certain active and retired State enployees and certain surviving
dependents of retirees. Al permanent full-time and certain pernanent part-tine
enpl oyees of The Citadel are eligible to receive these benefits. The State provides
post enpl oynent health and dental benefits to enployees who retire from State service
or who termnated with at |east 20 years of State service who neet one or nore of
the eligibility requirenments, such as age, length of service, and hire date.
Generally those who retire must have at |east 10 years of retirenent service credit
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to qualify for these State-funded benefits. Benefits are effective at date of
retirement when the enployee is eligible for retirement benefits.

These benefits are provided through annual appropriations by the General Assenbly to
The Citadel for its active enployees and to the State Budget and Control Board for
all participating State retirees except the portions funded through the pension
surcharge and provided from other applicable fund sources of The Citadel for its
active enployees who are not funded by State General Fund appropriations. The State
finances health and dental plan benefits on a pay-as-you-go basis. Currently,
approximately 20,100 State retirees neet these eligibility requirenents.

The Citadel recorded enployer contributions expenditures within the applicable
functional expenditure categories for these insurance benefits for active enpl oyees
in the anobunt of $1,626,304 for the year ended June 30. As discussed in Note 8, The
Citadel paid $483,564 applicable to the 1.95 percent surcharge for July 1, 1999 to
Decenber 31,1999 and the 2.16 percent surcharge for January 1, 2000 to June 30, 2000
i ncluded with the enployer contributions for retirement benefits. These amounts
were remitted to the South Carolina Retirenent Systens for distribution to the

O fice of Insurance Services for retiree health and dental insurance benefits.

Informati on regarding the cost of insurance benefits applicable to The Citadel
retirees is not available. By State law, The Citadel has no Iliability for
retirement benefits. Accordingly, the cost of providing these benefits for retirees
is not included in the acconmpanying financial statenents.

In addition, the State General Assenbly periodically directs the Retirenent Systens
to pay supplenental (cost-of-living) increases to retirees. Such increases are
primarily funded from Systemi s earnings; however, a portion of the required anpunt
is appropriated fromthe State General Fund annually for the SCRS and PORS benefits.

NOTE 10 - DEFERRED COVPENSATI ON PLANS

Several optional deferred conpensation plans are available to State enployees and
enpl oyers of its political subdivisions. Certain enployees of The Citadel have
el ected to participate. The nultiple-enployer plans, created under Internal Revenue
Code Sections 457, 401(k), and 403(b), are adm nistered by third parties and are not
included in the Conprehensive Annual Financial Report of the State of South
Carol i na. Conmpensation deferred under the plans is placed in trust for the
contributing enployee. The State has no liability for |osses under the plans.
Enmpl oyees may withdraw the current value of their contributions when they terninate
State enploynment. Enployees nmay al so withdraw contributions prior to termnation if
they nmeet requirenents specified by the applicable plan

The State appropriated funds from unspent Fiscal Year 1998-1999 general fund
appropriations above the ten percent set aside, for contributions to 401(k) accounts
of eligible state enployees. The appropriated 401(k) match is limted to $300. To
be eligible an enployee nmust nmeet the following eligibility requirenents:
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1. The enpl oyee nust be a permanent full-tinme State enployee for 24 continuous
nmonths as of July 1, 1999 and be enployed on the date of distribution and

2. Must have established a 401(k) account with annual contributions equal to
the match (this requirenment is not required for enpl oyees earning | ess than
$20, 000) .

In April, 2000 the State contributed $118 to the 401(k) accounts of each eligible
St at e enpl oyee.

During fiscal year 1997-98 the college established The Citadel Executive Severance
Pl an. This plan was initially an executive severance plan at Wodberry Forest
School . However, the plan was anmended and restated as the Wodberry Forest
School / The Citadel Executive Severance Plan on June 30, 1997. Ef fecti ve Decenber
31, 1997, Wodberry Forest withdrew as a participating enployer in this plan. The
Executive Severance Plan was adopted for certain of the institutions’ executive or
hi ghl y- conpensat ed enpl oyees. The purpose of the plan is to offer those enployees
an opportunity to elect to defer the recei pt of conpensation in order to provide for
severance pay and death benefits taxable pursuant to section 451 of the | RC of 1986,
as anended. The plan is intended to be a “bona fide severance pay plan” and a “bona
fide death benefit plan” as defined in Section 457(e)(11) of the IRC and a “top hat”
severance pay and death benefit plan (i.e., an unfunded severance pay and death
benefit plan naintained for a select group of nmanagenment or highly-conpensated
enpl oyees) under section 401(a)(1) of the ERI SA and Departnent of Labor regul ations
sections 2520.104-23 and 2520. 104-24. Upon bona fide severance participants will be
required to withdraw all funds as taxable conpensation within a two-year period from
the date of severance. Eli gi bl e enpl oyees are any persons enployed by the sponsor
who are determined by the sponsor to be a select group of managenent or highly-
conpensated enpl oyees and who are designated by the Board to be eligible enployees
under the plan. The only enployee so designated is John Ginalds, president of The
Ci t adel

The Citadel Trust contributed $20,000 to The Citadel Executive Severance Plan in
fiscal year 2000 and intends to contribute simlar anpunts in future years. Because
this plan is a Section 457 (e) (11) plan, plan assets remain the property of The

Trust until paid or nmade available to participants and are subject to the clains of
The Citadel’s general creditors. At June 30, 2000, the $224,904 plan balance is
included in investnents in the unrestricted current funds. This amount is also

reported as a deferred conpensation liability in the unrestricted current funds. O
this ampunt, cumulative Citadel Trust contributions total $58, 334. John Grinal ds
contributed $56,087 in fiscal year 2000, for a cunulative total of $60,587. A
contribution of $68,326 was received from Wodberry Forest School in fiscal year
1998, when Wbodberry Forest was a co-participant in the plan. The renmining bal ance
in this fund is conposed of investnent incone of $37,657.

A Suppl enental Executive Retirement Plan functioning under section 457(f) was
established at the sane time as the Executive Severance Plan. There are currently
no participants in the Suppl enmental Executive Retirenment Plan and no funds have been
invested in this plan. Eligible enployees are any persons enployed by the sponsor
who are determined by the sponsor to be a select group of managenent or highly-
conpensated enpl oyees and who are designated by the Board to be eligible enployees
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under the plan. The only enployee so designated is John Ginalds, president of The
Ci t adel .

NOTE 11 - | NVENTORI ES

Inventories for internal use are valued at cost. Inventories for resale are val ued
at the | ower of cost or market. The following is a sumuary by inventory category of
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cost determ nati on nethod and val ue at June 30:

Cat egory Met hod
Cadet Store First-in, first-out $1, 026, 759
G ft Shop First-in, first-out 330, 215
Tai | or Shop First-in, first-out 149, 650
Central Stores Movi ng wei ght ed average cost 26, 308

$1, 532,932

NOTE 12 - |INTERFUND LI ABILITIES AND BORROW NGS

For the nost part, The Citadel operates out of one cash account which is recorded in

unrestricted current funds. At fiscal vyear-end, entries are nmmde to properly
reflect cash bal ances by fund group and subgroup and to report interfund liabilities
for deficit cash balances in the State’'s cash nanagenent pool accounts. In
addition, during the year, certain interfund borrow ngs occurred. Al of the

anounts are payable within one year, unless otherwi se agreed, wthout interest.
I ndi vi dual interfund bal ances outstanding at June 30, 2000, were as follows:

A The interfund advance arose during fiscal year 1985 when the retirenment of
i ndebt edness funds advanced $587, 655 to unexpended plant funds for the stadium
lights project. During the current fiscal year, $10,000 was repaid which

reduced the bal ance to $490, 000. Current year plans call for a sinmilar type
reducti on each year, using assets fromthe President’s |naugural Canpaign.

B. All other interfund debt is tenporary in nature representing cash advances
that were primarily used to pay operating expenses. These amounts are
considered currently due. Such borrow ngs occurred during the current fiscal
year but there was no such short-terminterfund debt outstanding at year-end.

NOTE 13 - STUDENT LOANS RECEI VABLE AND OTHER ACCOUNTS RECEI VABLE

Wth minor exceptions, allowances for |osses for student |oan receivables and
various accounts receivable are established based upon actual |osses experienced in
prior years and eval uations of the current |oan and account portfolios. At June 30,
2000, the allowances for accounts receivable in unrestricted current funds and
student | oans receivable in |loan funds are valued at $151, 681 and $331, 259.

NOTE 14 - CONSTRUCTI ON COSTS AND COVM TMENTS

The Citadel has obtained the necessary funding for the acquisition, construction,
renovation, and equipping of certain facilities which will be capitalized in the
applicable plant asset categories upon conpletion. Managenent estimates that The
Citadel has sufficient resources available and/or future resources identified to
satisfactorily conplete the construction of these projects which are expected to be
conpleted in varying phases over the next five years at an estimated total cost of
$34,208,000. O the total cost, approxi mately $15,116,000 is unexpended at June 30.
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O the total expended through June 30, 2000, The Citadel has capitalized
substantially conplete and in use projects costing $1,226,122 in the applicable
pl ant asset categories. Of the unexpended bal ance at June 30, The Citadel had
remai ning conmitnent balances of approximately $6,127,000 with certain property
owners, engineering firms, construction contractors, and vendors related to these
projects. Mjor capital projects at June 30, 2000, which constitute construction in

progress that will be capitalized when conpleted, are |listed bel ow
Project Title Esti mat ed Cost Amount Expended
Thonmpson Hal | Repl acenent 6, 282, 000 1,427,491
St adi um End Zone Bui | di ng 2,540, 000 103, 582
Padgett Thonmas Barracks Repl acenent 8, 000, 000 1, 437, 455
St adi um Repl acenent 100, 000 5
Char |l eston Land Purchase 50, 000 5,985
Rifle Range A & E 50, 000 10, 317
Hol l'i day Alumi Center A & E 379, 200 19, 731
$17, 401, 200 $3, 004, 566

At June 30, The Citadel had in progress other capital projects which are not to be
capitalized when conpl eted. These projects are for replacenents, repairs, and/or
renovations to existing facilities and to repair and inprove all utility delivery
systenms regardi ng canmpus infrastructure. Costs incurred to date on these projects
amount to approximately $11,569,000 at June 30, and the estimated cost to conplete
is approximately $4,505, 000. At June 30, The Citadel had renmaining commtnent
bal ances of approximately $335,000 with certain parties related to these projects.

The Citadel anticipates funding these projects out of current resources, current and

future bond issues, state capital inprovenent bond proceeds, private gifts, and
student fees.

NOTE 15 - DEPOSI TS AND | NVESTMENTS

All deposits and investnents of The Citadel are the under control of the State
Treasurer who, by law, has sole authority for investing State funds. Certain nonies
are deposited with or managed by financial institutions and brokers. Deposits and
i nvestments of The Citadel Trust are not wunder the State Treasurer’'s control

The foll owi ng schedul e reconcil es deposits and investnments within the footnotes to
t he bal ance sheet anmpunts:

Bal ance Sheet Foot not es
Cash and Cash Equival ents $13, 268, 826 Cash on Hand $ 48, 709
I nvest nent s 51, 291, 264 Deposits Held by
State Treasurer 11, 645, 361
Ot her Deposits 193, 238
I nvest nent s 52,672, 782
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$64, 560, 090 $64, 560, 090

Deposits Held by State Treasurer

State law requires full collateralization of all State Treasurer bank bal ances. The
State Treasurer nust correct any deficiencies in collateral within seven days. At
June 30, 2000, all State Treasurer bank balances were fully insured or
collateralized with securities held by the State or by its agents in the State's
nane.

Wth respect to investnents in the State's internal cash managenent pool, all of the
State Treasurer's investnents are insured or registered or are investnments for which
the securities are held by the State or its agent in the State's nane. Information
pertaining to the reported anounts, fair values, and credit risk of the State
Treasurer's investnents is disclosed in the Conprehensive Annual Financial Report of
the State of South Carolina.

As disclosed in Note 1, retirement of indebtedness plant funds include $2,817
restricted cash for a reserve fund to |iquidate the potential arbitrage liability.

Ot her Deposits

The Citadel’'s other deposits at year-end were entirely covered by federal depository
i nsurance or by collateral held by The Citadel’'s custodial bank in The Citadel’s
name. Loan funds include $16,000 restricted cash for a | oan participation deposit.

The Citadel’'s other deposits are categorized to give an indication of the |evel of
risk assunmed by the entity at year-end. The credit risk categories are concerned
with custodial credit risk, which is the risk that a governnent will not be able to
recover the deposits if the depository financial institution fails or to recover the
val ue of collateral securities that are in the possession of an outside party if the
counterparty to the deposit transaction fails. There are three categories of
deposit credit risk as follows:

(D Insured or collateralized with securities held by the entity, or by its agent
in the entity’s nanme. (Not held by the bank.)

(2) Collateralized with securities held by the pledging financial institution’s
trust departnent or agent in the entity’'s nane.

(3) Uni nsured or uncollateralized. (This includes any bank balance that is
collateralized with securities held by the pledging financial institution, or
by its trust departnent or agent, but not in the entity’'s nane.)

Al'l but $22,506 of other deposits are owned by The Citadel Trust, a conponent unit
of The Citadel. The other deposits owned by The Citadel relate to required | oan
deposits and cash on hand with the College’'s Perkins Loan servicer. A sunmary of
the June 30, 2000, bank bal ances of other deposits classified by category of risk is
as follows:

Cat egory of Ri sks Bank Report ed
1 2 3 Bal ance Anpunt
Cash deposits $191, 825 $845 $__- $192, 670 $193, 238

| nvest nent s
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I nvest nents (Continued)

Al investnents are owned by The Citadel Trust, a conponent unit of The Citadel
Aut hori zed investments include U. S. governnent/governnent-insured securities and
corporate stocks and bonds, as authorized by trust agreenents and The Citadel Trust
Board of Directors.

“lInvestments” are stated at fair value at the date of donation in the case of gifts.
Purchases and sales are accounted for on the trade date. Unrealized gains and
| osses on investnents have been recorded. Realized gains and |osses on securities
transactions are recorded on the accrual basis. Earnings are recorded nonthly.

The Citadel’'s investnents are categorized to give an indication of the level of risk
assuned by the entity at year-end. The credit risk categories are concerned with
custodial credit risk, which is the risk that a governnent will not be able to
recover the value of investnment or collateral securities that are in the possession
of an outside party if the counterparty to the investnent transaction fails. There
are three categories of credit risk. Category 1 includes investnments that are
insured or registered or for which the securities are held by the entity or its
agent in The Citadel Trust’s nane. Category 2 includes uninsured and unregistered
i nvestments for which the securities are held by the counterparty’s trust departnent
or agent in The Citadel Trust’'s nane. Category 3 includes uninsured and unregi stered
investments for which the securities are held by the counterparty or by its trust
departnent or agent but not in The Citadel Trust’'s nane. I nvest mnents which do not
neet the definition of investment securities are |listed bel ow but are not classified
by risk category. A summary of investnents at June 30, 2000, by category of credit
risk is as follows:

Cat egory of Risk Fair
1 2 3 Val ue

U.S. Treasury Notes/Bonds $ - $ 8,402,118 $ - $ 8,402,118
U.S. Governnent and Agency

Bonds 98, 157 3,571, 586 - 3,669, 743

Cor por at e Bonds 127, 075 9, 363, 634 - 9, 490, 709

Cor porat e Stock 14, 786, 890 5, 209, 251 - 19, 996, 141

$15, 012, 122 $26, 546,589 $__ - 41,558, 711

I nvest nents not subject to categorization:

Open-ended Mutual Funds and Bank Common Trust Funds 11,108, 936
Restricted Deposit with Life Insurance Conpany 5,135
Total Investnents $52, 672, 782
The investnent types |listed above include all investnment types in which nonies were

hel d throughout the fiscal year, and the balances therein fluctuated mninmally in
excess of the fiscal year-end bal ances.

The investnents are maintained at the trust/investnent departnents of Bank of
Anerica, Wachovia National Bank, Robinson-Hunphrey, the Comon Fund, First Union
Nati onal Bank, and Carolina First Bank.
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I nvest nents (Continued)

The Citadel Trust Board of Directors has a formal investnent policy, and current
i nvestnments are within the guidelines which have been established by the Board.

NOTE 16 — PLEDGES OF G FTS

The Citadel recognizes revenue from pl edges when col |l ected.

The mpjority of pledges to The Citadel originated fromthe Mark Cl ark Canpaign. The
Mark Cl ark Canpaign was a joint capital canpaignh conducted in 1984 with The Citade
Devel opnent Foundation and The Brigadier Foundation, wth a goal of raising
$27, 000,000 to be used for academic progranms and capital expenditures. The anpunts
of pledges collected and received by The Citadel Developnent Foundation or The
Bri gadi er Foundation are not readily avail abl e.

During the year ended June 30, 2000, the Citadel evaluated the collectibility of
pl edges and certain receivables were reduced to realizabl e val ue.

For the year ending June 30, 2000, The Citadel received $525 in Mark Cl ark Canpaign
pl edge paynents. These pl edge paynments were recorded as private gifts revenue in
the unrestricted current fund in fiscal year 2000. As of June 30, the cumulative
total of gifts collected by The Citadel for the canpaign was $11, 711, 577. These
contributions included cash, stocks, bonds, life insurance policies, real property,
and equi pnent. Restricted gifts and pledges are to be used primarily for endowed
chairs, scholarships, and construction and/or inprovenents to various buildings.
The pledge receivables for the Mark Clark Canpaign are due to be collected as
fol |l ows:

Year Endi ng June 30 Unrestricted Restricted Tot a
2001 $ 20, 525 $ 35,900 $ 56, 425

2002 - - -

2003 - - -

2004 - - -

2005 - - -
After 2005* 147, 500 1, 070, 000 1,217,500
Tot al $168, 025 $1,105, 900 $1, 273,925

* Amjority of these pledges are by bequest.

As of June 30, 2000, other pledges to The Citadel totaled $534,133. During the year
ended June 30, The Citadel recorded $3,486 received as unrestricted pledge payments
as private gifts revenue in the unrestricted current fund and $277, 923 received as
restricted pledge paynents as private gifts revenue in the restricted current fund.
These funds are to be used for academi ¢ programs and capital expenditures and are
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due to be collected as foll ows:

Year ended Unexpended
June 30 Unrestricted Restricted Endownent Pl ant Tot al
2001 $2, 544 $153, 952 $300 $75, 200 $231, 996
2002 137 151, 000 - 75, 000 226, 137
2003 - 1, 000 - 75, 000 76, 000
2004 - - - - -
2005 - - - - -
After 2005 - - - - -
Tot al $2,. 681 $305, 952 300 $225, 200 $534, 133

Because it is not practicable to estimate the net realizable value of the
uncol l ected pledges, pledges receivable are not reported in the financial
statenments.

NOTE 17 - SPLIT | NTEREST AGREEMENTS

During Decenber 1993 a benefactor established a charitable renainder wuni-trust,
consisting of publicly traded common stock valued at $60,000,000, to which The

Citadel Trust, Inc., is entitled to one-third of the renmmining assets upon the
benefactor's death. Annually the uni-trust is to pay to the benefactor 6% of the
net fair market value of the assets in the charitable remainder trust, valued as of
the first day of each taxable year of such trust. If incone from these assets is
insufficient to pay this anmpunt, it will be paid from principal. The Trust is
irrevocable and is not managed by The Citadel or The Citadel Trust. Since the

ultimate anount received cannot be reasonably estinated, these uni-trust assets are
not included in these financial statenments.

During fiscal year 1999 another donor established a charitable remainder trust
(CRT), consisting of assets valued at |ess than $600,000, to which The Trust is
entitled to all of the renmining assets upon the death of the CRT beneficiaries.
The pledge for the CRT is restricted for scholarships. These assets held in trust
are not held or managed by The Trust, and the ultinate anount received cannot be
reasonably estimated; accordingly, such assets are not included in these financial
statenments.

During fiscal year 2000 a donor established a charitable gift annuity that provides

for fixed payments to the donor and his wife for their [lifetines. At the
term nation of the agreenment the renmmining assets of the gift annuity will becone
available to The Citadel Trust for general institutional purposes. The donor’s

contribution to The Citadel Trust consisted of an office building, which was
i medi ately sold for $105, 000. Upon receipt of the gift, the present value of the
aggregate anounts required to be paid under the annuity contract was recorded as a
annuity payable in the anount of $61,846, and a contribution of $43,154 was
recogni zed. This annuity fund is held and separately managed by The Citadel Trust.
At the end of each fiscal year an adjustment is nade between the liability and the
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fund balance to record the actuarial gain or loss due to the reconputation of the
present value of the liability based on the revised |ife expectancy of the donors.
At June 30, the present value of the annuity payable was $58, 549. The annuity
payabl e, the adjustment of the actuarial liability, and the annuity’'s fund bal ance
are included in the Endownent Fund.

NOTE 18 — RELATED PARTI ES

Certain separately chartered legal entities whose activities are related to those of
The Citadel exist primarily to provide financial assistance and other support to The
Citadel and its educational program They include The Citadel Devel opnent
Foundati on (CDF), The Brigadi er Foundation, and The Citadel Al ummi Association. The
financial statenents of these entities are audited by independent auditors retained
by them The activities of these organizations are not included in The
Citadel's financial statenents. However, The Citadel's statenents include
transacti ons between The Citadel and its related parties.

In conjunction with its inplenentation of GASB Statenment No.1l4 and each fiscal year
thereafter, nmanagenent reviews its relationships with the related entities described
in this note. The Citadel excludes these entities fromthe reporting entity because
it is not financially accountable for them As part of its affiliated organizations

proj ect, the GASB is currently studying other circunstances wunder which
organi zations that do not neet the financial accountability criteria would be
included in the financial reporting entity. Depending on the outcone of that

project and other future GASB pronouncenents, some or all of these related parties
may becone conponent wunits of The Citadel and part of the financial reporting
entity.

Various transactions occur between The Citadel and these related parties. Unl ess
ot herwi se noted bel ow, funds, other than expenditure reinbursenents, received from
those related parties are primarily reported as private gifts, or as nongovernnenta

grants and contracts revenue in restricted current funds. A summary of these
transactions and bal ances at June 30, 2000, follows:

Citadel Alummi Associ ation

Rei mbursenent to The Citadel for certain expenses

incurred on behal f of the Association $153,778
Funds received by The Citadel for Association’s share of

Ci tadel Magazine's publication costs $37, 500
Bal ance Due fromthe Association included in

accounts receivable (unrestricted current funds) $17, 736

The Brigadi er Foundation

Funds received for athletic schol arshi ps $680, 000
Rei mbursenent to The Citadel for certain expenses
i ncurred on behalf of the Foundation $309, 283
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The Brigadi er Foundation (conti nued)
Funds received by The Citadel for Brigadier’'s share of

Ci tadel Magazine's publication costs $11, 250
Funds received for Courvoisie Schol arship 3,499
Funds received for paynment on note receivable 5, 000
Bal ance Due fromthe Brigadier included in

accounts receivable (unrestricted current funds) $ --0--

The Brigadier Foundation is indebted to The Citadel for $109,000 as of June 30,
2000, for the athletic grants-in-aid on an interest-free note dated COctober 10,
1984, in the original amount of $208,436. The receivable is reported in restricted
current funds. The Citadel has not established a paynent schedule for this |oan

The Citadel Devel opment Foundati on

Nongover nnental grants and contracts grants received for

grants, awards, and schol arshi ps $3, 906, 599
Rei mbursenent to The Citadel for certain expenses

i ncurred on behalf of the Foundation $58, 572
Funds received by The Citadel for the Foundation's share of

Ci tadel Magazine's publication costs $17, 400
Nongover nnental grants and contracts received for

Citadel salary suppl enents $55, 731

In 2000, The Citadel participated in The Citadel Devel opnent Foundati on Annual Fund
Drive. The Citadel Devel opment Foundation (CDF) contacted donors and received al
contributions. G fts designated for The Citadel were processed by CDF and
subsequently remtted to The Citadel. The Citadel reinbursed CDF for direct
expenses and paid CDF a fee for their services based on a percentage of total gifts
collected. The fee paynent is recorded as institutional support expenditures in the
unrestricted current fund. For the cal endar year ending Decenber 31, 1999, The
Citadel paid CDF $6,939 for fund-raising services and reinmbursed CDF for direct
costs of $1,136. For the fiscal year ending June 30, 2000, CDF collected
contributions of $376,262 on behalf of The Citadel. These contributions are
recorded as private gifts in the unrestricted current ($118,277), restricted current
($149, 364), endowrent ($108,571), and unexpended plant funds ($50). Cunul ati ve
pl edges made to The Citadel through the CDF Annual Fund Dives and receivable at
June 30, 2000, total $4,620. These pledges are included in the Note 16 information
on ot her pledges.

NOTE 19 — TRANSACTI ONS W TH STATE ENTI TI ES

The Citadel has significant transactions with the State of South Carolina and
various State agencies. Services received at no cost from State agencies include
mai nt enance of certain accounting records by the Conptroller General; check
preparation, banking, bond trustee, and investnment services from the State
Treasurer; legal services from the Attorney Ceneral; and grants services from the
Budget and Control Board.
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Ot her services received at no cost fromthe various offices of the State Budget and
Control Board include pension plans adm nistration, insurance plans adm nistration,
audit services, personnel nmanagenent, assistance in the preparation of the State
Budget, review and approval of certain budget anendnents, procurenent services, and
ot her centralized functions.

The Citadel had financial transactions with various State agencies during the fiscal

year. Significant paynments were nade to divisions of the State Budget and Control
Board for pension and insurance plans’ enployee and enployer contributions, surplus
property disposal fees, insurance coverage, office supplies, printing, telephone,

and interagency mail services. Significant paynents were al so made for unenpl oynent
and workers' conpensation coverage for enployees to the Enploynent Security
Conmmi ssion and State Accident Fund. The ampunts of expenditures applicable to these
transactions are not readily avail abl e.

The Citadel provided no services free of charge to other State agencies during the

fiscal year; however, The Citadel provided printing and facilities rental services
to various State agencies for a fee.

NOTE 20 — ACCOUNTI NG CHANGES

Accounting principles include not only accounting principles and practices but also
t he net hods of applying them

Effective July 1, 1999 The Citadel adopted NACUBO Advisory Report 99-1 Accounting
and Reporting for Nongovernnental Grants and Contracts and G fts, which nodifies the
Fi nanci al Accounting and Reporting Manual for Higher Education (FARM. |n previous
years Private Gfts, Grants and Contracts were reported in one revenue account in
all affected fund groups/subgroups. The two classifications have been separated to
provi de better disclosure and accountability for resources that are a result of
donor activity and resources that are a result of acquiring grants and contracts
from nongovernnental entities including individuals. This change did not have an
effect on the Net Increase (Decrease) in Fund Bal ance for the year.

Effective July 1, 1999 The Citadel adopted NACUBO Advisory Report 99-6 Reporting
Safety and Security Expenses by Higher Education which nodifies the Financial
Accounting and Reporting Manual for Higher Education (FARM. Safety and Security
expenses are reported in Operation and Mii ntenance of Plant in current funds. I'n
previ ous years the expenses were reported as institutional support in current funds.
This change did not have an effect on the Net Increase (Decrease) in Fund Bal ance
for the year.

The following is a summary of the effects of the changes for the year ended June 30,
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1999 for the above described accounting changes.

As
Previ ously Rest at ement As
Restricted Current Funds Report ed Adj ust nent Rest at ed
Private Gfts, Grants and Contracts 8,851, 593 (8,851, 593) $ -
Private Gfts $ - 1, 320, 459 $1, 320, 459
Nongover nmental Grants and Contracts $ - 3,379,179 $3, 379, 179
As
Previ ously Rest at ement As
Unrestricted Current Funds Report ed Adj ust nent Rest at ed
Institutional Support $5, 405, 152 (528, 161) $4, 876, 991
Operation and Mai ntenance of Pl ant $4, 554,913 528, 161 $5, 083, 074

NOTE 21 - CONTI NGENCI ES AND LI TI GATI ON

One suit is currently being litigated. Because the College's insurance should cover
any potential damges should the College be found at fault, nanagenent and | egal
counsel do not expect this case to have a material adverse effect on the financial
position of The Citadel; therefore, the College has not recorded an estinmated | oss
liability.

The various federal programs adm nistered by The Citadel for fiscal year 2000 and
prior years are subject to examination by the federal grantor agencies. At the
present tinme, amounts, if any, which may be due federal grantors have not been
deternmined, but The Citadel believes that any such amunts in the aggregate would
not have a naterial adverse effect on the financial position of the College.
Therefore, an estimated | oss has not been recorded.

NOTE 22 - RI SK MANAGEMENT

The Citadel is exposed to various risks of loss and maintains State or commerci al
i nsurance coverage for all of those risks except business interruption insurance
cover age. Managenment believes such coverage is sufficient to preclude any
significant uninsured |osses for the covered risks. There were no significant
reductions in insurance coverage from coverage in the prior year. The costs of
settled clainms and claimlosses have not exceeded this coverage in any of the past
three years. The Citadel pays insurance premuns to certain other State agencies
and commercial insurers to cover risks that may occur in nornmal operations. The
insurers promise to pay to or on behalf of the insured for covered econonic |osses
sustained during the policy period in accord with insurance policy and benefit
programlimts.
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St at e managenent believes it is nore econom cal to manage certain risks internally

and set aside assets for claim settlenent. Several State funds accunul ate assets

and the State itself assunes substantially all risks for the follow ng:

1. Clainms of State enployees for unenploynent conpensation benefits (Enpl oynent
Security Conmm ssion);

2. Clainms of covered enployees for workers' conpensation benefits for job-
related illnesses or injuries (State Accident Fund);

3. Claims of covered public enployees for health and dental insurance benefits
(O fice of Insurance Services); and

4, Clainms of covered public enployees for long-term disability and group-life

i nsurance benefits (O fice of Insurance Services).

Enmpl oyees el ect health coverage through either a health nmintenance organization or
through the State's self-insured plan. All of the other coverages |isted above are
through the applicable State self-insured plan except dependent and optional life
premuns are renmtted to commercial carriers.

The Citadel and other entities pay premuns to the State's |nsurance Reserve Fund
(I'RF) which issues policies, accunul ates assets to cover the risks of |oss, and pays
clainms incurred for covered | osses related to the followi ng assets and activities:

1. Theft of, danmge to, or destruction of assets;
Real property, its contents, and other equipnent;

N

Mot or vehicles, and watercraft (inland marine);
Torts;

Nat ural disaster; and

Medi cal mal practice clainms against the Infirnmary.

o0k

The IRF is a self-insurer and purchases reinsurance to obtain certain services and

speci alized coverage and to limt losses in the areas of property, boiler and
machi nery, autonobile liability, and nedical professional Iliability insurance.
Also, The |IRF purchases reinsurance for catastrophic property and nedica
professional liability insurance. Rei nsurance pernits partial recovery of |osses

fromreinsurers, but the IRF remains primarily liable. The IRF purchases insurance
for ocean marine coverage. The IRF' s rates are determ ned actuarially.

State agencies and other entities are the primary participants in the State’'s Health
and Disability Insurance Fund and in the IRF

The Citadel obtains coverage through a conmercial insurer for enployee fidelity bond
i nsurance for all enployees for |osses arising fromtheft or m sappropriation. Al
enpl oyees are covered for $100,000. |In addition, the Vice President for Finance and
Busi ness Affairs and the Coll ege’'s Treasurer are covered under public official bonds
for $250, 000 and $50, 000, respectively.

Building contents risks of loss are not fully covered. The building contents

i ncludi ng equi pnment and supplies are insured for an anobunt based on the carrying
val ue of the equipment in the building.
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The College has recorded insurance prem um expenditures and expenditures for
deductibles in the applicable functional expenditure categories of the unrestricted
current fund.

The Citadel has not transferred the portion of risk of loss related to insurance
policy deductibles, wunderinsurance, and coinsurance to a State or comercia
insurer. The Citadel has not reported an estimted clainms | oss expenditure and the
related liability as of June 30, based on the requirenents of GASB Statenments No. 10
and No. 30, which state that a liability for clains nust be reported if informtion
prior to the issuance of financial statenments indicates that it is probable that an
asset has been inpaired or a liability has been incurred on or before the close of
the fiscal year, and the ampunt of the loss is reasonably estinable.

I n managenent’s opinion, clainms |osses in excess of insurance coverage are unlikely

and, if incurred, would be insignificant to The Citadel’'s financial position.
Furthernore, there is no evidence of asset inpairment or other information to
indicate that a |loss expenditure and liability should be recorded at year-end.

Therefore no | oss accrual has been recorded.

NOTE 23 - FUND BALANCES

The bal ances of the fund groups making up the restricted current funds at June 30,
2000 are as foll ows:

Restricted for research $69, 035
Restricted for schol arshi ps and student aid 2,782,531
Restricted for academ ¢ support 2,002, 925
Restricted for operations and nai nt enance 1,196, 876
Restricted for departnents and other specified purposes 1,142,525

$7, 193, 892

The bal ances of the fund groups making up the loan funds at June 30, 2000 are as
fol |l ows:

U S. Governnment Grants Refundabl e $578, 858
Col | ege Funds - restricted 1, 130, 754
$1,709,612

The bal ances of the fund groups making up the endownent and similar funds at June
30, 2000 are as follows:

Endownent - restricted $20, 221, 204
Quasi - endowrent - unrestricted 3, 801, 308
Quasi - endowrent - restricted 16, 831, 787
Annuity - unrestricted 48, 698

$40, 902, 997
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The bal ances of the fund groups meking up the plant funds at June 30, 2000 are as
fol |l ows:

Unexpended Pl ant:

Restricted $11, 563, 816
Unrestricted — designated 2,573, 828
$14, 137, 644

Retirenment of | ndebtedness:

Restricted $458, 264

NOTE 24 — ClI TADEL TRUST LOAN GUARANTEE

The Citadel Alummi Association, a related party of The Citadel, is currently in the
process of renovating a building near The Citadel canpus that will becone the new
alumi center when it is conplete. The Alumi Association is also constructing an
of fice building near the new alummi center that will be leased to the U S. Arny Corp
of Engi neers. The Alummi Association has secured construction financing for these
projects up to a maxi num anount of $4, 950, 000. The interest rate for the 10 year
construction loan is the Wall Street Journal ninety day LIBOR rate, plus one and
three-quarters per cent, per annum As of June 30, 2000, the Alumi Associ ation
anticipates borrowing approximately $3,885,000 of the available construction
financing anpbunt. $475,000 of the loan proceeds will be used for the construction
of the new alumi center and $3,410,000 will be used to construct the office
building. The U. S. Governnent General Services Administration has signed a 10-year
| ease agreenent for the office building that will be used by US. Arny Corp of
Engi neers. The nmonthly |ease payment of $59,614 will exceed the debt service
requi renent for the construction |oan. In order to help the Association obtain
favorabl e financing terms, The Citadel Trust has guaranteed this |oan.

NOTE 25 — SUBSEQUENT EVENTS

As a result of a year-long study to determne the best fund-raising nechanismfor
The Citadel and its affiliated organi zations, The Citadel Board of Visitors and CDF
agreed to forma new foundation to consolidate fund raising and investing effective
in August 2000. CDF will change its nane to The Citadel Foundation, and it will be
assigned the responsibility of raising and investing funds for The Citadel.

The Citadel is in the initial stage of determning whether it will enbark on a

stadi um renovation project, including evaluating a w de range of project scope and
financi ng options.
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STATUS OF PRIOR FINDINGS



The Citade
The Military College of South Carolina
Status of Prior Findings
June 30, 2000

There were no prior year findings.



CURRENT YEAR FINDINGS



The Citade
The Military College of South Carolina
Current Y ear Findings
June 30, 2000

There are no current year findings.



