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Independent Auditors’ Report 

 
 
 
 

The Office of the State Auditor 
                  and 
Members of the Board of Visitors 
The Citadel, The Military College of South Carolina 
Charleston, South Carolina 
 
 
We have audited the accompanying basic financial statements of The 
Citadel, The Military College of South Carolina, (The Citadel) as of 
June 30, 2003 and for the year then ended as listed in the table of 
contents.  These financial statements are the responsibility of The 
Citadel’s management.  Our responsibility is to express an opinion on 
these financial statements based on our audit. We did not audit the 
financial statements of The Citadel Trust, Inc., a component unit of The 
Citadel, which financial statements reflect 29% of total assets and 7% 
of total revenues. Those statements were audited by other auditors whose 
report thereon has been furnished to us, and our opinion, insofar as it 
relates to the amounts included for that component unit, is based solely 
on the report of the other auditors.  
 
We conducted our audit in accordance with auditing standards generally 
accepted in the United States of America and the standards applicable to 
financial audits contained in Government Auditing Standards, issued by 
the Comptroller General of the United States.  Those standards require 
that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement.  An 
audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also 
includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a 
reasonable basis for our opinion. 
 
As discussed in Note 1 to the basic financial statements, the 
accompanying financial statements of The Citadel are intended to present 
the financial position, the changes in its financial position, and cash 
flows of only that portion of the business type activities of the State 
of South Carolina financial reporting entity that is attributable to the 
transactions of The Citadel. They do not purport to and do not, present 
fairly the financial position of the State of South Carolina, as of June 
30, 2003, and the changes in its financial position and its cash flows, 
where applicable, for the year then ended in conformity with accounting 
principles generally accepted in the United States of America.   
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Overview of the Financial Statements and Financial Analysis 
 

The Citadel is pleased to present its financial statements for fiscal year 2003.  While audited financial 
statements for fiscal year 2002 are not presented with this report, condensed operations and financial position 
data will be presented in this section in order to illustrate certain increases and decreases.  However, the 
emphasis of discussions about these statements will be on current year data.  In addition, this discussion will 
focus on operations and financial position of the primary institution—The Citadel, and will not include its 
component unit—The Citadel Trust. 

 
This report consists of a series of financial statements, prepared in accordance with the Governmental 

Accounting Standards Board (GASB) in Statement No. 34, Basic Financial Statements and Management’s 
Discussion and Analysis—for State and Local Governments, and Statement No. 35, Basic Financial 
Statements—and Management’s Discussion and Analysis—for Colleges and Universities.  These financial 
statements focus on the financial condition of the College, the results of operations and cash flows of the 
College as a whole. 

 
There are three financial statements presented: the Statement of Net Assets; the Statement of Revenues, 

Expenses, and Changes in Net Assets; and, the Statement of Cash Flows.  These statements present 
financial information in a format similar to that used by private corporations.  The College’s net assets (the 
difference between assets and liabilities) are one indicator of the improvement or erosion of the College’s 
financial health when considered with non-financial facts such as enrollment levels and the condition of the 
facilities. 

 
This discussion and analysis of the College’s financial statements provide an overview of its financial 

activities for the year.  One major activity—a $27.6 million dollar reconstruction project of Padgett-Thomas 
Barracks (P-T Barracks) stands out throughout all the College’s statistics.  This project is partially funded with 
a $15 million federal construction grant.  As of June 30, 2003, all federal funds had been drawn in anticipation 
of disbursement within 90 days of the grant ending date.  This construction activity affects construction in 
progress, cash on hand, deferred income, accounts payable and construction retainages. 

 
Summary of Net Assets 
 

The Statement of Net Assets presents the assets, liabilities, and net assets of the College as of the end of 
the fiscal year.  The Statement of Net Assets is a point of time financial statement.  The purpose of the 
Statement of Net Assets is to present to the readers of the financial statements a fiscal snapshot of The 
Citadel.  The Statement of Net Assets presents end-of-year data concerning Assets (property that we own and 
what we are owed by others), Liabilities (what we owe to others and have collected from others before we 
have provided the service), and Net Assets (Assets minus Liabilities).  It is prepared under the accrual basis of 
accounting, where revenues and assets are recognized when the service is provided and expenses and 
liabilities are recognized when others provide the service to us, regardless of when cash is exchanged. 

 
From the data presented, readers of the Statement of Net Assets are able to determine the assets 

available to continue the operations of the institution.  They are also able to determine how much the institution 
owes vendors, investors, and lending institutions.  Finally, the Statement of Net Assets provides a picture of 
the net assets (assets minus liabilities) and their availability for expenditure by the institution. 

 
Net assets are divided into three major categories.  The first category, invested in capital assets, net of 

debt, provides the institution’s equity in property, plant, and equipment owned by the institution.  The next 
asset category is restricted net assets, which is divided into two categories, nonexpendable and expendable.  
Restricted nonexpendable net assets consist solely of the College’s permanent endowment funds which are 
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Economic Outlook 

 
  The economic position of The Citadel is closely tied to that of the State of South Carolina.  The State 
closed fiscal year 2003 with a $22 million operating deficit, which followed a $155 million deficit in the previous 
year, primarily due to collections falling below estimates for income and sales taxes.  The State imposed mid-
year budget cuts and sequestered funds, which they eventfully cut during fiscal year 2003.  State 
Constitutional requirements to restore amounts withdrawn from the State’s General Reserve to balance the 
2004 budget make fiscal year 2004 budget cuts to State agencies a near certainty. 
 
  In anticipation of the State’s economic condition, and in recognition that The Citadel budget for fiscal 
year 2004 reflects State Appropriation funding of less than one-fourth of the total College budget, The Citadel 
Board of Visitors adopted a 18.2 percent tuition increase for in-state and 14.5 percent increase for out-of-state 
students. 
 
  Although a year characterized by budget cuts and no cost-of- living raises looms for The Citadel, 
tuition increases for in-state students are mitigated by South Carolina Education Lottery scholarships—
Palmetto Fellows ($6,700), LIFE  ($4,700 plus $300 book allowance), and the first year HOPE ($2,650). 
 
  Despite the economic downturn and State budget cuts, The Citadel finished the fiscal year better off 
than in the previous year.  Proof lies beyond the quantifiable increase in net assets of $8 million, but can also 
be found in the fact that many more students desire to attend The Citadel than can be accepted, and those 
that are accepted have record high SAT scores and high school rankings.  The lottery plays an important part 
in the economic life of the College and its students.  The College has benefited from funds allocated for 
technology.  Students have benefited from lottery-funded scholarships.   
 



THE CITADEL
The Military College of South Carolina
Statement of Net Assets

 June 30, 2003

The The 
Citadel Citadel Trust Total

ASSETS
Current Assets
    Cash and cash equivalents 12,685,178$       265,340$            12,950,518$           
    Investments -                        2,754,519          2,754,519              
    Restricted Assets - Current
        Cash and cash equivalents 4,402,813          305,544             4,708,357              
        Investments -                        5,751,560          5,751,560              
        Pledges receivable 145,588             508,577             654,165                 
        Student loans receivable -                        64,989               64,989                   
    Accounts receivable (Net of provision for Doubtful Accounts of $287,655) 2,362,600          209,943             2,572,543              
    Note receivable 20,000               -                        20,000                   
    Pledges receivable -                        119,180             119,180                 
    Inventories 1,708,515          -                        1,708,515              
    Prepaid expenses 370,434             41,340               411,774                 
             Total current assets 21,695,128        10,020,992        31,716,120            
 
Noncurrent Assets
    Notes receivable 49,000               -                        49,000                   
    Pledges receivable -                        249,576             249,576                 
    Cash surrender value of life insurance -                        26,835               26,835                   
    Restricted Assets - Noncurrent
        Cash and cash equivalents 7,620,653          1,578,411          9,199,064              
        Investments -                        34,253,950        34,253,950            
        Pledges receivable 126,997             951,745             1,078,742              
        Student loans receivable 548,486             392,622             941,108                 
        Cash surrender value of life insurance -                        359,701             359,701                 
    Capital assets, net of accumulated depreciation 88,556,358        -                        88,556,358            
    Other 207,831             -                        207,831                 
             Total noncurrent assets 97,109,325        37,812,840        134,922,165          
                        Total assets 118,804,453$     47,833,832$       166,638,285$         

LIABILITIES
Current Liabilities
    Accounts and retainages payable 3,024,728$         2,204$                3,026,932$             
    Accrued payroll and related liabilities 1,720,311          11,654               1,731,965              
    Accrued compensated absences and related liabilities 1,036,900          -                        1,036,900              
    Accrued interest payable 319,757             -                        319,757                 
    Deferred revenues 6,878,430          -                        6,878,430              
    Long-term liabilities 1,582,341          -                        1,582,341              
    Deposits 661,414             -                        661,414                 
    Annuities payable -                        8,190                 8,190                     
             Total current liabilities 15,223,881        22,048               15,245,929            

 
Noncurrent Liabilities
    Perkins Loan Program - Federal liability 512,793             -                        512,793                 
    Accrued compensated absences and related liabilities 842,938             -                        842,938                 
    Deposits 458,756             -                        458,756                 
    Deferred compensation liability -                        576,961             576,961                 
    Long-term liabilities 23,997,653        -                        23,997,653            
    Annuities payable -                        26,232               26,232                   
    Funds held for others 60,815               -                        60,815                   
             Total noncurrent liabilities 25,872,955        603,193             26,476,148            
                        Total liabilities 41,096,836$       625,241$            41,722,077$            

NET ASSETS
    Invested in capital assets, net of related debt 63,869,611$       -$                       63,869,611$           
    Restricted for Nonexpendable: -                             
               Scholarships -                        16,518,041        16,518,041            
               Other -                        2,609,305          2,609,305              
               Annuity -                        72,653               72,653                   
    Restricted for Expendable:
               Scholarships, research, instruction and other 1,490,553          21,228,679        22,719,232            
               Loans 117,814             992,017             1,109,831              
               Capital projects 3,252,677          217,567             3,470,244              
               Debt service 11,803               -                        11,803                   
    Unrestricted 8,965,159          5,570,329          14,535,488             
                        Total net assets 77,707,617$       47,208,591$       124,916,208$          
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See accompanying Notes to the Financial Statements.





The The 
Citadel Citadel Trust Total

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition and fees 15,398,483$       -$                        15,398,483$        
Grants and contracts 3,819,243          -                         3,819,243           
Sales and services of educational and other activities 903,185             -                         903,185              
Sales and services of auxiliary enterprises 20,046,594        -                         20,046,594         
Other operating receipts 517,571             -                         517,571              
Payments to employees for salaries and benefits (34,950,330)       (63,684)              (35,014,014)        
Payments to suppliers (23,969,317)       (44,483)              (24,013,800)        
Payments for utilities (2,469,145)         (2,469,145)          
Payments to students for scholarships and fellowships (2,227,363)         -                         (2,227,363)          
Loans issued to students (105,557)            -                         (105,557)             
Collection of loans to students 128,741             -                         128,741              

 Funds held for others 92,451               92,451                
 Student direct lending receipts 10,635,007        -                         10,635,007         
 Student direct lending disbursements (10,671,240)       -                         (10,671,240)        
     Net cash provided (used) by operating activities (22,851,677)       (108,167)            (22,959,844)        

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State appropriations 15,754,606        -                         15,754,606         
Gifts and grants for other than capital purposes 6,278,467          3,934,254          10,212,721         
Collections on note receivable 20,000               -                         20,000                
Other non-operating revenues/expenses 116,667             211,821             328,488              
Transfers from component unit 3,204,796          (3,204,796)         -                          
     Net cash provided (used) by noncapital financing activities 25,374,536        941,279             26,315,815         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Proceeds from capital debt 3,150,000          -                         3,150,000           
State capital improvement bond proceeds 232,789             -                         232,789              
Capital grants and gifts received 15,357,222        59,005               15,416,227         
Proceeds from sale of capital assets 8,658                 -                         8,658                  
Purchases of capital assets (9,863,512)         -                         (9,863,512)          
Principal paid on capital debt and leases (4,371,096)         -                         (4,371,096)          
Interest paid on capital related debt (1,342,551)         -                         (1,342,551)          
     Net cash provided (used) by capital and related financing activities 3,171,510          59,005               3,230,515           

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales and maturities of investments -                         43,432,833        43,432,833         
Interest on investments 799,452             976,190             1,775,642           
Purchase of investments -                         (45,351,870)       (45,351,870)        
     Net cash provided (used) by investing activities 799,452             (942,847)            (143,395)             

                Net change in cash 6,493,821          (50,730)              6,443,091           
Cash and cash equivalents - beginning of year 18,214,823        2,200,025          20,414,848         
Cash and cash equivalents - end of year 24,708,644$       2,149,295$         26,857,939$        

Reconciliation of net operating income (loss) to net cash provided (used)
by operating activities:
  Operating income (loss) (26,788,850)$      1,323,835$         (25,465,015)$       
  Adjustments to reconcile operating income (loss) to net cash provided
    (used) by operating activities
       Depreciation expense 3,198,901          -                         3,198,901           
       Interest and dividends on investments -                         (917,647)            (917,647)             
       Realized and unrealized gains and losses on investments -                         (514,355)            (514,355)             
       Gifts in kind 67,450               -                         67,450                
       Funds held for others 56,218               -                         56,218                
  Changes in assets and liabilities
       Accounts receivable, net (310,179)            -                         (310,179)             
       Inventories 159,334             -                         159,334              
       Student loans receivable 27,172               -                         27,172                
       Prepaid expenses 116,969             -                         116,969              
       Accounts payable and accrued expenses 128,610             -                         128,610              
       Accrued compensated absences and related liabilities 49,483               -                         49,483                
       Deferred revenue 331,534             -                         331,534              
       Student and other deposits 111,681             -                         111,681              
              Net cash provided (used) by operating activities (22,851,677)$      (108,167)$           (22,959,844)$       

Non-cash transactions
Increase in fair value of investments 511,819$            2,719,098$         3,230,917$          
Assignment of Perkins Loans 7,289$                -$                        7,289$                 
Gifts in kind (equipment) 42,418$              -$                        42,418$               
Gifts in kind (supplies) 67,450$              8,418$                75,868$               
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         See accompanying Notes to the Financial Statements.





















































THE CITADEL
The Military College of South Carolina

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2003

Federal Pass-Through
CFDA Grantor's Total

Federal Grantor/Program Title Number Number Expenditures
Direct Programs:
U.S Department of Defense
    Barracks Construction 12.XXX DASW01-02-1-0014 10,644,371      

U.S Department of Justice
    South Carolina Police Corp 16.712 None 1,258,668        
    Enforcing Underage Drinking Laws 16.727 CID-EUDL-2 11,000             
      Total U. S. Department of Justice 1,269,668        

U.S Department of Labor
    School-to-Work Opportunities Initiative 17.249 00VS015 11,645             

Promotion of the Humanities
    The Citadel Conference on Human Rights 45.129 1-0799-1 14,248             
    Scottish Studies Conference 45.129 1-0856-1 3,680              

17,928             
National Science Foundation
    Automatic Photmetric Telescope for Reasearch 47.049 AST-0071260 379                 

U.S Department of Education  
    Supplemental Educational Opportunity Grant 84.007 P007013769 77,757             
    Federal Work Study 84.033 P033A73769 23,334             
    Federal Perkins Loan Program 84.038 P038A73769 3,261              
    Federal Pell Grant Program 84.063 P063P011532 912,990           
    William D. Ford Direct Loan Program 84.268 None 10,699,031      
      Total U. S. Department of Education 11,716,373      

U.S. Department of Commerce
  Passed through SC Sea Grant Consortium:
    Succession of Tidal Freshwater Wetlands on the Cooper River 11.414 NA16RG2250 155                 
    Impact of Mosquito Control Agents 11.417 NA86RG0052 3,754              
    Sea Grant Support 11.417 NA86RG0052 9,593              

13,502             
U.S. Department of Defense
  Passed through Clemson University:
    Troops to Teachers 12.999 2002373 10,394             

NASA
  Passed through The College of Charleston:
    SC Space Grant Consortium 43.001 NGT5-4099 2,830              
  Passed through The Catholic University of America
    Abundance of Heavy Elements in Late B and

Early A Stars 43.001 362290-1SC 18,119             
      Total NASA 20,949             

National Science Foundation
  Passed through The College of Charleston:
    CCD Spectrophotomete 47.049 AST-0115612 31,441             
    Hypercapnic Hypoxia Impacts Shrimp Immune Defenses 47.074 IBN-0212921 17,964             
      Total National Science Foundation 49,405             

U.S. Department of Energy
  Passed through The SC Budget and Control Board -

SC Energy Office
    Rewards For Higher Education Energy Efficiency

Project Programs 81.041 22118 9,574              

36

See accompanying Notes to the Schedule of Expenditures of Federal Awards.



THE CITADEL
The Military College of South Carolina

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2003

U.S. Department of Education
  Passed through The SC Commission on Higher

Education
    Gaining Early Awareness and Readiness for

Undergraduate Programs 84.334 P334A990172 108,876           
  Passed through The SC Department of Education
    Title II Standards and Assessment 84.336 03-F1301 4,787              
  Passed through the National Writing Project Corp.
    National Writing Project 84.928 99-SC09 51,303             
      Total U.S. Department of Education 164,966           

      Total Federal Assistance Expended 23,929,154      

-                      
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See accompanying Notes to the Schedule of Expenditures of Federal Awards.



THE CITADEL 
The Military College of South Carolina 

Notes to the Schedule of Expenditures of Federal Awards 
For the Year Ended June 30, 2003 

 
Note 1 - Basis of Presentation 
 
The accompanying schedule of federal awards includes the federal grant 
activity of The Citadel and is presented on the cash basis of 
accounting. The information in this schedule is presented in accordance 
with the requirements of OMB Circular A-133, Audits of States, Local 
Governments, and Non-Profit Organizations. Therefore, some amounts 
presented in this schedule may differ from amounts presented in, or 
used in the preparation of, the basic financial statements. 
 
Note 2 - Loans Outstanding 
 
The Student Financial Assistance Loan Programs Cluster (SFA)is defined 
as a cluster of closely related student financial assistance programs 
with different CFDA numbers that share common compliance requirements. 
The loan program amounts are as follows: 
  Loans Loan 
 CFDA Made During Balance at 
 Number Fiscal Year 2003 June 30, 2003
    
Federal Perkins Loan Program-    
Federal Capital Contributions 84.038 $   106,556 $624,247
    
Federal Direct Student Loan 84.268 $10,671,240 $     - 
    
    
 
 
The Federal Direct Student Loan program provides loan capital directly 
from the federal government (rather than through private lenders) to 
vocational, undergraduate, and graduate students and their parents. The 
loans are made directly from the federal government; therefore there is 
no loan balance recorded at the university level. 
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