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Independent Auditors' Report

To the Honorable Nikki R. Haley,
Governor of the State of South Carolina
And the Board of Trustees of

Francis Marion University

Florence, South Carolina

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit (Francis Marion University Development Foundation) of Francis Marion
University, a discretely presented component unit of the State of South Carolina, as of and for the year
ended June 30, 2015, and the related notes to the financial statements, which collectively comprise the
University’s basic financial statements as listed in the table of contents. We did not audit the financial
statements of Francis Marion University Education Foundation (a discretely presented component unit).
The Francis Marion University Education Foundation reflects 100% of total assets, 100% of net assets,
and 100% of total revenues of the discretely presented component unit.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the financial statements of Francis Marion University Education Foundation, which represent 100%
of total assets, 100% of net assets, and 100% of total revenue of the discretely presented component
unit. Those statements were audited by other auditors whose report has been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Francis Marion University Education
Foundation, 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. The financial statements of Francis Marion University Education Foundation and Francis
Marion University Development Foundation were not audited in accordance with Government Auditing
Standards. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatements.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the University’s internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinion

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the business-type
activities and discretely presented component units of Francis Marion University as of June 30, 2015, and
the respective changes in financial position, and cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As described in Note 1 to the financial statements, in 2015, the University adopted new accounting
guidance, Statement No. 68, Accounting and Financial Reporting for Pensions. Our opinion is not
modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, the schedule of proportionate share of the South Carolina Retirement System
(SCRS) and the Police Officers Retirement System (PORS) net pension liability, and the schedule of
University contributions to the South Carolina Retirement System (SCRS) and the Police Officers
Retirement System (PORS) as listed in the table of contents be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.
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Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Francis Marion University’s basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, and is not a required part of the basic financial statements. Such information is
the responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the basic financial statements. The information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, the schedule of expenditures of federal awards is fairly
stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 4,
2015, on our consideration of Francis Marion University's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grants agreements
and other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the University’s internal
control over financial reporting and compliance.

Report on State Supported Scholarships and Grants
We have also issued our report dated September 4, 2015 on our consideration of Francis Marion
University administration of the State supported scholarships and grants, and on our test of its

compliance with certain provisions of the State legislation and the regulations of the South Carolina
Commission on Higher Education.

C:._‘/{/L/‘ V204

Gaffney, SC
September 4, 2015




FRANCIS MARION UNIVERSITY

Management’s Discussion and Analysis

Overview of the Financial Statements and
Financial Analysis

The following discussion and analysis provides an
overview of the financial position and activities of
Francis Marion University for the year ended June
30, 2015 with selected comparative information for
the year ended June 30, 2014. This discussion is
presented along with financial statements and
related footnote disclosures of the University and its
component units. The discussion and analysis is
limited to the University and its focus is on current
activities, resulting changes, and current known
facts and should be read in conjunction with the
financial statements and footnotes. Separately
issued financial statements of the component units
are available from management of the component
units. The report includes three financial
statements: the Statement of Net Position; the
Statement of Revenues, Expenses, and Changes in
Net Position; and the Statement of Cash Flows.
These financial statements are prepared in
accordance with Government Accounting
Standards Board (GASB) principles, which
establish standards for external financial reporting
for public colleges and universities and require that
financial statements be presented on a
consolidated basis to focus on the University as a
whole.

The University changed its accounting policies with
the implementation of new accounting standards.
Changes in accounting policies for pensions are
designed to improve transparency regarding
pension obligations by requiring recognition of a
liability equal to the net pension liability for the
University’s defined benefit pension plan. This
standard requires recognition of pension expense
using a systematic method designed to match the
cost of pension benefits with service period for
eligible employees. These accounting policy
changes do not impact the University’s funding
requirements for the pension plan.

Statement of Net Position

The Statement of Net Position presents the assets,
liabilities, and net position of the University as of the
end of the fiscal year. The Statement of Net
Position is a point of time financial statement and its
purpose is to present to the readers of the financial
statements a fiscal snapshot of Francis Marion
University. The Statement of Net Position presents
end-of-year data concerning assets (current and
noncurrent), deferred outflows, liabilities (current
and noncurrent), deferred inflows. The difference
between assets, deferred outflows, liabilities and
deferred inflows is net position. Current assets are
those which are reasonably expected to be realized
in cash or sold or consumed within one year.
Current liabilities are obligations whose liquidation
is expected to require the use of current assets.

From the data presented, readers of the Statement
of Net Position 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
Position provides a picture of the net assets and
their availability for expenditure by the University.

Net position is divided into three major categories.
The first category, net investment in capital assets,
provides the equity in property, plant, and
equipment owned by the University. The next
category is restricted net assets, which is divided
into two categories, nonexpendable and
expendable. The corpus of nonexpendable
restricted resources is only available for investment
purposes. Expendable restricted net assets are
available for expenditure by the University but must
be spent for purposes as determined by donors
and/or external entities that have placed time or
purpose restrictions on the use of the assets. The
final category is unrestricted net assets.
Unrestricted assets are available to the institution
for any lawful purpose of the University.



Condensed Statement of Net Position

Increase/ Percent
2015 2014 (Decrease) Change
Assets:
Current assets $ 18,735,384 $ 13,798,529 $ 4,936,855 35.78%
Capital assets, net of accumulated depreciation 69,397,329 69,510,292 (112,963) (0.16%)
Other noncurrent assets 8,644,902 10,973,181 (2,328,279) (21.22%)
Total assets 96,777,615 94,282,002 2,495,613 2.65%
Deferred outflows of resources 4,059,588 - 4,059,588 0.00%
Liabilities:
Current liabilities 5,152,304 3,818,909 1,333,395 34.92%
Noncurrent liabilities 58,038,657 11,542,385 46,496,272 402.83%
Total liabilities 63,190,961 15,361,294 47,829,667 311.36%
Deferred inflows of resources 3,983,178 - 3,983,178 0.00%
Net position:
Net investment in capital assets 62,244,980 62,070,558 174,422 0.28%
Restricted - nonexpendable 200,000 200,000 - 0.00%
Restricted - expendable 13,746,912 12,185,148 1,561,764 12.82%
Unrestricted (42,528,828) 4,465,002 (46,993,830) (1052.49%)
Total net position $ 33,663,064 $ 78,920,708 $ (45,257,644) (57.35%)

The Statement of Net Position shows an increase in
assets and liabilities resulting in a decrease in net
position. Significant changes on the Statement of
Net Position are as follows:

e Total assets of the University increased by $2.5
million.

e The increase in current assets is largely due to
an increase in capital reserve fund receivables
for deferred maintenance projects and the
reclassification of a pledge receivable from a
noncurrent asset to a current asset.

e The University recorded deferred outflows and
inflows of resources in 2015 due to the pension
liability requirement.

e Current Liabilities increased $1.33 million due
to an increase in accounts payable for a
construction project and a federal grant.

e The increase in noncurrent liabilities results
from the $46.9 million pension liability.

Total net position decreased by $45.26 million.

e Unrestricted net position decreased by $47
million due to the pension liability.

Statement of Revenues, Expenses and Changes
in Net Position

Changes in total net assets as presented on the
Statement of Net Position are based on the activity
presented in the Statement of Revenues,
Expenses, and Changes in Net Position. The
purpose of the statement is to present the revenues
received by the University, both operating and
nonoperating, and the expenses paid by the
University, operating and nonoperating, and any
other revenue, expenses, gains, and losses
received or spent by the University. Operating
revenues are those that are earned in exchange for
goods or services provided while carrying out the
mission of the University. Operating expenses are
those expenses paid to acquire or produce the
goods and services provided in return for the
operating revenues. Nonoperating revenues are



revenues received for which goods and services
are not provided. For example, state appropriations
are nonoperating because they are provided by the
Legislature to the University without the Legislature
directly receiving commensurate goods and
services for those revenues.

The Statement of Revenues, Expenses, and
Changes in Net Position is prepared on the accrual
basis of accounting. Accrual accounting attempts

to record the financial effects of transactions on an
entity in the period in which those transactions
occur rather than in the period in which cash is

received or paid.

Revenues are recognized when services or goods

are provided.

Expenses are recoghized when

resources are utilized in order to produce goods or

services.

Condensed Statement of Revenues, Expenses, and Changes in Net Position

Revenues:

Student tuition and fees

Grants and contracts

Sales and services

Other operating revenues
Total operating revenues

State appropriations

Grants

Gifts

Investment income (loss)

Other nonoperating revenues
Total nonoperating revenues

Total revenues

Expenses:
Compensation and employee benefits
Services and supplies
Utilities
Depreciation
Scholarships
Total operating expenses
Interest expense
Total nonoperating expenses

Total expenses

Income (loss) before other revenues, expenses,
gains, losses, and transfers

State capital appropriations
Capital gifts

Increase (decrease) in net position

Net position - beginning of year, as previously reported
Cumulative effect of accounting and reporting entity changes
Net position - beginning of year, as restated

Net position - end of year

Increase/ Percent
2015 2014 (Decrease) Change

$ 20,126,967 $ 20,550,446 $ (423,479) (2.06%)
10,603,289 8,773,307 1,829,982 20.86%
1,375,058 1,673,342 (298,284) (17.83%)
1,003,998 989,745 14,253 1.44%
33,109,312 31,986,840 1,122,472 3.51%
13,702,659 12,720,987 981,672 7.72%
9,457,264 9,681,865 (224,601) (2.32%)
2,256,815 1,957,460 299,355 15.29%
48,442 138,221 (89,779) (64.95%)
316,791 300,619 16,172 5.38%
25,781,971 24,799,152 982,819 3.96%
58,891,283 56,785,992 2,105,291 3.71%
41,845,781 39,852,105 1,993,676 5.00%
10,707,257 9,929,469 777,788 7.83%
2,304,828 2,301,295 3,533 0.15%
3,185,483 3,427,130 (241,647) (7.05%)
4,067,996 5,121,735 (1,053,739) (20.57%)
62,111,345 60,631,734 1,479,611 2.44%
365,483 391,059 (25,576) (6.54%)
365,483 391,059 (25,576) (6.54%)
62,476,828 61,022,793 1,454,035 2.38%
(3,585,545) (4,236,801) 651,256 (15.37%)
3,538,231 3,744,624 (206,393) (5.51%)
1,048,683 7,382,099 (6,333,416) (85.79%)
1,001,369 6,889,922 (5,888,553) (85.47%)
78,920,708 72,030,786 6,889,922 9.57%
(46,259,013) - (46,259,013) 0.00%
32,661,695 72,030,786 (39,369,091) (54.66%)
$ 33,663,064 $ 78,920,708 $ (45,257,644) (57.35%)




The Statement of Revenues, Expenses and
Changes in Net Position reflects an increase in net
assets for the year. Some highlights of the
information presented on the Statement of
Revenues, Expenses, and Changes in Net Position
are as follows:

e The University experienced a $1.12 million
increase in operating revenues resulting from
an increase in state and federal grants.

The increase in non-operating revenue of
approximately $983 thousand is primarily due to
the increase in state appropriations.

The decrease in capital revenues is due to the
prior year capital gift for the Medical and Health
Sciences Complex that is currently under
construction in downtown Florence.

The cumulative effect of accounting and
reporting entity changes is due to the
accounting changes for pension liabilities.

The following graph presents the sources of revenue used to fund the University for the year.

Operating Revenues 52%
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The graph below, comparing 2015 revenue sources to 2014, illustrates the changes in major revenue sources.
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Total operating expenses have increased $1.48
million.

Compensation and employee benefits have
increased $1.99 million resulting from a 3%
salary raise effective July 1, 2014.

The increase in supplies and contractual
services is due to an increase in deferred
maintenance projects and state and federal
grants.

Scholarship decreases resulted from an
increase in tuition and fees that reduced the
excess funds that are available to the student.



The following graph displays expense categories.

Services and

Depreciation
5%

Scholarship
6%

Utilities
4%

Fiscal Year 2015 Total Expenses

Nonoperating

Supplies Expenses
17%

Compensation and
Employee Benefits
67%

The graph below compares 2015 expenses to 2014 and illustrates the changes in major expense types.
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Statement of Cash Flows

The final statement presented by Francis Marion
University is the Statement of Cash Flows. The
Statement of Cash Flows gives detailed information
about the cash activity of the University during the

year. The statement is divided into five parts. The
first section presents operating cash flows and
shows the net cash used by the operating activities
of the University. The second section reflects cash
flows from noncapital financing activities and
displays the cash received and spent for noncapital



financing purposes. The third section exhibits cash
flows from capital and related financing activities
and shows cash used for the acquisition and
construction of capital and related items. The fourth
part gives the cash flows from investing activities
and shows the purchases, proceeds, and interest
received from investing activities. The fifth section
reconciles the net cash used to the operating
income or loss displayed on the Statement of
Revenues, Expenses, and Changes in Net Position.

Capital Assets and Debt

Total capital assets net of depreciation for the
University is $69,397,329 at June 30, 2015.
Construction in progress is $2,130,273 which is
primarily for the Medical and Health Sciences
Complex.

Debt on capital assets is $7,152,349. Details of the
bonds and capital leases are available in notes 10,
11, and 12.

The $15.5 million Medical and Health Sciences
Complex is a 52,000 square foot, three-story
addition to the University that is expected to be
complete by the fall of 2016. The facility will house
FMU’'s Nurse Practitioner Program, FMU’s
proposed Physician Assistant Program and third

10

and fourth year medical students from the

University of South Carolina and their instructors.

Currently, the University has a number of
improvement projects underway that total more
than  $5,000,000. These projects include
improvements to Founders Hall, Cauthen Media
Center, Rogers Library, Smith University Center,
McNair Science Building, Leatherman Science
Facility, Hyman Fine Arts Center and various
projects on campus such as signage and sidewalk
repair and replacement.

Economic Outlook

As one of the state-supported universities of South
Carolina, Francis Marion receives appropriations
from the state and those appropriations were
increased slightly this year and enroliment has been
sufficient. The University's management will
continue to monitor economic factors and make
adjustments if needed to insure the University's
overall financial position is sound.

The University’s current financial position is stable
and current appropriations and tuition are adequate
to fund the operations for the ensuing year. The
University does not plan to materially reduce
operations or curtail any planned improvements.



Francis Marion University
Statement of Net Position
June 30, 2015

ASSETS
Current Assets
Cash and cash @QUIVAIENES .............ooiuii e e e e e $ 8,927,313
Accounts receivable (net of allowance for doubtful accounts $559,317) .....ovivnininiiiiiiiieieeeeenn, 3,708,056
ContribUtioNS reCEIVADIE, NEL ....... e e e e 5,094,207
ACCrUE INTErESt FECEIVADIE ... e e e et aae e 11,942
Due from Francis Marion University Education Foundation ..o 219,038
Prepaid EXDENSES . ...viiiitie it 774,828
LI = R0 T =Y L= T =T= =P 18,735,384
Noncurrent Assets
Restricted cash and cash equivalents .......... ..o e 6,772,318
Notes receivable - due from Francis Marion University Education Foundation ..................c..oooveeet. 230,821
Perkins 10ans reCeIVabIE ....... ..o 1,641,763
Capital assets, net of accumulated depreciation .............c.ccooiiiii i 69,397,329
Total NONCUITENt @SSELS ...uiieiiiiiii it r s r s s s e san s san s eanrarrnnanranrnrnnn 78,042,231
e = L= o7 = £ 96,777,615
DEFERRED OUTFLOWS OF RESOURCES ..ottt ri e see s e s sea s e na s sea s e nnenenas 4,059,588
LIABILITIES
Current Liabilities
Accounts and retainages PaYabIE ...........cooiiiiiii 1,219,028
Accrued payroll and related Habilities ...........c.oiiii i s 519,086
Accrued compensated absences - current Portion ........... ..o 1,478,279
Accrued INtErest PAYADIE ... s 29,444
Due To Francis Marion University Development Foundation ..............coiiiiiiiiiiii e 185,036
Due To Francis Marion University Education Foundation ...................cooiiiiiiiii i 74,126
UNBAMEA FEVENUES .....eitiitiii ettt ettt ettt ettt et ettt et e e et e ettt et et e e e et e e et e ee e e e e eeeneeaes 469,576
Capital leases payable - CUITeNnt POTtiON ..........oiuiiii e e aeeas 24,798
Notes payable - CUITENt POMTION ... ..o e e e e eeeas 13,519
Bonds payable - CUITENt POMION ... i e, 325,000
Deposits NEld fOr OthErS .........o.oii e e e e e aas 294,522
Deposits held for Francis Marion University Development Foundation ..................coiiiiiiiiinn. 519,890
Total current labilities .......cocviiiii e e 5,152,304
Noncurrent Liabilities
Accrued compensated @DSENCES ..ottt e 857,664
UNBAINEA FEVENUES ......ii it e e e e 1,960,456
Capital 18ASES PAYADIE ... e e 32,551
BONAS PAYADIE ... .ot 6,770,000
Perking ability .........c.oiiriii e e 1,511,026
Pension lability ..........c.coiii i 46,906,960
Total noncurrent liabilities ..........ocviiiiiiiiiii et r e e e e e aeas 58,038,657
B e 2= L L= o 11 11 4= 63,190,961
DEFERRED INFLOWS OF RESOURCES ..ottt i s see s sne s sra s snassrasansasnnrasnnsnss 3,983,178
NET POSITION
Net Investment in capitalized asSSets ... 62,244,980
Restricted for
Nonexpendable
Scholarships and felloWShiDS .........c.oiiii i 200,000
Expendable
Scholarships and fElIOWSHIDS ........eieiie it e e e 110,626
Instructional departMENT USES ...... ..o s 264,829
0N .o s 463,382
(072171 ¢= 1 o] (o] [=To3 £ 12,903,842
O NET e 4,233
[0 Q=TS T (=T N (42,528,828)
Total Net POSIEION ....uieiei e r s e e e ans $ 33,663,064

The accompanying notes are an integral part of the financial statements.
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Francis Marion University
Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2015

OPERATING REVENUES

Student tuition and fees (net of scholarship allowances of $15,577,581) .........cocevviiiiiiiiieiiiinennnns $ 20,126,967
(of which $670,299 of revenues are pledged for Athletic Facility Revenue Bonds)
Federal grants and CONracts .........ooieieii i e 2,551,231
State grants and CONraCtS ........o.iiiii i e 7,915,550
Non-governmental grants and CONraCES ...........ooiiiiiiii e 136,508
Sales and services of educational and other activities ... 409,963
Sales and services of auxiliary NTEIPriSES .........cuiiu i 965,095
(@1 =T e o =T = g To T ==Y 10 =P 1,003,998
Total Operating reVENUES ..o s s s s s s s s s s s s anss 33,109,312
OPERATING EXPENSES
SalANES AN WAGES ... ..eiiii e e e eans 31,136,557
BN ItS ... e 10,709,224
SUPPIES AN OtNEE SEIVICES . ..uiiiiii e e e e e aeaeaas 10,707,257
LU 11111 PP 2,304,828
S Ted ] = ] 11 o < PP 4,067,996
1= o] =T o3 T- | (o] o 3,185,483
Total operating @XPENSES ......cuiuiiiiiiiiirii e 62,111,345
Operating iNCOME (I0SS) .....cuiiuiiieiiiiii s e s s e r e eas (29,002,033)
NONOPERATING REVENUES (EXPENSES)
State APPrOPHAtIONS ... et 13,702,659
FeAEral Grants . ... e 9,457,264
L1 PP 2,256,815
INVES M BNt INCOMIE ..ot 48,442
Interest and other fees on capital assetrelated debt ... (365,483)
Other nonoperating rEVENUES (EXPENSE). . ... uuuinee ettt e ettt e e e e e et et e e e neneeneneens 316,791
Net NoNoPerating reVENUE ........c.iuiiiiiiiiiiiir s st r s s s s s s s s s s s s annnes 25,416,488
Income (loss) before other revenues, expenses, gains, losses, and transfers ................. (3,585,545)
State capital apPropriations ............oiriii 3,538,231
L0 071 ¢= o ) 1Pt 1,048,683
Increase (decrease) in Net POSItioNn ...........cceviuiiiiiiiiiiii 1,001,369
Net position - beginning of year, as previouslyreported ..............oooiiiiiiiiii e 78,920,708
Cumulative effect of accounting and reporting entity changes (46,259,013)
Net position - beginning of year, as restated ...........c.ccoeiiiiiiiiiiii 32,661,695
Net position - @nNd Of Year .......cceniniei e $ 33,663,064

The accompanying notes are an integral part of the financial statements.
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Francis Marion University
Statement of Cash Flows
For the Year Ended June 30, 2015

CASH FLOWS FROM OPERATING ACTIVITIES

LYo g T= Ta T I (== $ 19,881,895
(€= a1 =T ao [ oo 11 = To £ 000 10,623,457
Sales and services of educational and other activities ............cooiiiiiiiiii s 402,738
Sales and services of auxiliary ENtErpriSES .........c.ouiuiiii i 885,831
Receipts for reimbUIrSEMENES ...t e e 3,389,229
Payments 10 SUPPIIEIS .......eeieii e e e (13,314,129)
Payments t0 @MPIOYEES ..o e e (32,202,880)
Payments for DENEFItS ... ... (10,453,171)
Payments for SCholarships .........ooiuiririi e (4,058,453)
LOaNS 10 STUAENTS ...t e e (250,985)
[0F0) 11T 110 g 1Ko ) [0 Y= 1 1 = 269,668
Inflows from Federal direct Iending I0ans ..o 25,028,483
Outflows from Federal direct [ending 10aNS ............o.iuiriiiiiiii e, (25,272,213)
INFIOWS from @geNnCY fUNGS ... e e e anaa e 12,890,306
Outflows from agenCy fUNAS .......viiei i e e aaaaens (12,747,193)
(0] 1 1= g =Yo7 =Y ) P 1,407,874
Net cash (used) by operating activities ...........ccviiiiiiiii e (23,519,543)

CASH FLOW FROM NONCAPITAL FINANCING ACTIVITIES

State APPrOPHAtIONS ... et e e 13,702,659
NONOPEIAtING Grants ... .iuieieii e e e e e e e 9,334,891
(1P 1,413,403
Net cash flow provided by noncapital financing activities ..., 24,450,953

CASH FLOW FROM CAPITAL AND RELATED FINANCING ACTIVITIES

State capital apPropriations ..o 2,056,076
Purchases of capital @SSEetS .........cooiiiiiiiii i (1,519,378)
Principal paid on bond payable ... (310,000)
Principal paid on NOtES PaYabIE ........coiii i (32,083)
Principal paid on Capital IBASES .........c.iuirii i (23,832)
INEErESE AN FEES ... vt e (366,769)
Net cash (used) by capital and related financing activities ...............ccoooiiiiiiiiiiiiias (195,986)

CASH FLOWS FROM INVESTING ACTIVITIES

INTErEST ON INVESTMENTS ... e ettt et ettt e e e e e et e e e anas, 56,517
Net cash flows provided by investing activities ..............ccocoiiiiiiii 56,517
Net change iNCash ... e 791,941
Cash and cash equivalents - beginning of year ...........c..cooiiiiiiiiiiiii e, 14,907,690
Cash and cash equivalents - end Of Year ...........coouiiiiiiiii e e $ 15,699,631

The accompanying notes are an integral part of the financial statements.
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Francis Marion University
Statement of Cash Flows (Continued)
For the Year Ended June 30, 2015

Reconciliation of net operating revenues (expenses) to net cash provided
(used) by operating activities:

(0 07T = Yo ([0 7 (29,002,033)

Adjustments to reconcile net (loss) to net cash (used) by operating activities:
NONOPEratiNg MEVENUES ... . et e ettt et e e e eeens 331,920
NONCAS N QI tS vt e 689,472
DEPreCiation EXPENSE ... .. iiii ittt 3,185,483
Bad AebtS ... e 478,269
Loan CanCellations ..o, 31,529

Changes in asset and liabiliites:
RECEIVADIES NEL ... ... e e e (480,105)
[ o T2 T3 (o 3R (0 o 1= o] (=T 18,683
Deferred charges and prepaymMents ..o (1,746)
ACCOUNES PAYADIE ....o.eet e 276,054
Accrued payroll and related liabilities .............ooiii i 253,747
Deferred revenues and unearned student revVenUES .............c.oiiiiiiiiiii i (102,441)
Perkins liability ........... o (465)
Deposits held for Others ..........o.iiii e 148,377
Accrued compensated @DSENCES .......vuiii i e 82,176
Pension laDility .........cooiiii e 571,537

Net cash (used) by operating activities ............ccooveiiiiiiiiii $ (23,519,543)

Noncash capital and related financing activities:
The University disposed of equipment with costs of $268,518 and accumulated depreciation of $253,390.
The University received capital gifts with a cost of $938,000.
The University acquired new equipment with a cost of $46,447 with capital lease financing.

The accompanying notes are an integral part of the financial statements.
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Francis Marion University Education Foundation
Statement of Financial Position
December 31, 2014

ASSETS

Cash and cash eqUIVAIENLES ... i e
1LY STY (0 1Y
Contributions reCIVaDIE, NEL ... ...
OFhEI TECEIVADIES ... et e e e e e e et
Assets held INtrust by Others ... ... e
Property and equUIPmMENt, Nt . ... e
(0] (a1 =TT T =Y (N

TOtaAl @SSEES ...t e

LIABILITIES
ACCOUNES PAYADIE ... oo e
Due to Francis Marion UnIiVEISIY .........o.oiiiiii e e
Note payable - Francis Marion UnIVEISItY .........cooiiiiiiiii e
BONAS PAYADIE ...
Total HabIlItIeS . ... ..o s

NET ASSETS
[0 1 =T (1 (=T N
TempPOrarily rESTICTEA ... ..o e e e aas
Permanently restriCted ... ... e
TOtal NEE ASSEES ...t
Total liabilities and NEt @SSELS ... ..o

The accompanying notes are an integral part of the financial statements.
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3,844,555
21,098,585
1,226,404
111,572
1,213,135
1,286,171
1,016,888

29,797,310

30,349
42,123
231,414
887,010

1,190,896

2,745,883
11,623,992

14,236,539

28,606,414

29,797,310



Francis Marion University Education Foundation
Statement of Activities
For the Year Ended December 31, 2014

Temporarily  Permanently

Unrestricted _ Restricted Restricted Total
REVENUES, GAINS AND OTHER SUPPORT
Gifts and bequests ..., $ 459,174 $ 1,946,026 $ 1,035,943 $ 3,441,143
Trustincome ... - 39,000 - 39,000
Investmentincome ...........cooiiiiiiii 12,181 376,259 - 388,440
Registration and otherfees ...................o.oeni. - 9,339 - 9,339
Rent and otherincome ............ccooeiiiiiiiiiis 44,995 106,672 - 151,667
Net unrealized and realized gains
(losses) oninvestments ................coeiinenl. 11,136 318,990 - 330,126
Net assets released from program
restrictions ... 2,978,597 (2,978,597) - -
Total revenues, gains and other support ... 3,506,083 (182,311) 1,035,943 4,359,715
EXPENSES
Program EXpenses ..........ccocoeviiiiiiiiiiiiinins 2,374,611 2,374,611
General and administrative ............................ 495,657 - - 495,657
Fundraising ..........cooiiiiiiii 69,652 - - 69,652
Total eXpenses .......ccoeveieiiiiiiiiieieeeeens, 2,939,920 - - 2,939,920
Change innetassets ...........ccccecveuvnennens 566,163 (182,311) 1,035,943 1,419,795
Net assets, beginning of year ..............c.c..eee. 2,179,720 11,806,303 13,200,596 27,186,619
Net assets,endof year ..........ccceevvieiiennnnen. $ 2,745,883 $11,623,992 $14,236,539 $28,606,414

The accompanying notes are an integral part of the financial statements.
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Francis Marion University Development Foundation
Statement of Financial Position
June 30, 2015

ASSETS
Current Assets
Cash and cash eqUIVAIENES ..........o.iiii e e e aaas
Due from Francis Marion UNIVEISItY ...
Held by Francis Marion University for the Foundation ...,
L 1= o= 1o 1 = o1
Other Prepaid EXPENSES ... ..o ettt e et e et ettt e e e
Unamortized bONA ISSUE COSES ... .uiiiiiiii e
Total current @SSets .......cvieiiiiiiii e
Noncurrent Assets
Restricted Cash and cash equIvalents ........... ..o e
Land and building iNVESTMENT ... ... e
Property and @QUIPMENT .. ... e
PrEPaid FEN ...
(@ (a1t o =T o= 1o I =Y o | PPN
Unamortized bond ISSUE COSES ... ..iutiii e
Total NONCUITENEt @SSELS ....uiueiii i rr e er e s s e s e s s e san s s reanrananrnnnns
LI L TS T=T=

LIABILITIES
Current Liabilities
ACCOUNLS PAYADIE ... o
= oY =0 =Y o T
Accrued INterest PAYAbIE ..o
Bonds payable - CUrrent POFtION ... ... o e
Total current liabilities ........cccveieiiii e
Noncurrent Liabilities
Bonds payable including premium, net of current portion ..............coooiiiiiiiii
Total noncurrent liabilities ..........coviiiiiiii e s s e as
Total Habilities ........couveiii s ean

NET ASSETS
UNEES IO O ..o s
Total liabilities aNd NEt @SSEES ......ccouviiiiiiii e r e enns

The accompanying notes are an integral part of the financial statements.

17

5,743,594
185,036
519,890
108,412

51,425
44,319

6,652,676

4,589,614
320,544
14,270,054
1,960,456
27,927
881,233
22,049,828

28,702,504

102
134,636
404,784
662,716

1,202,238

22,010,560

22,010,560

23,212,798

5,489,706

28,702,504



Francis Marion University Development Foundation
Statement of Activities
For the Year Ended June 30, 2015

REVENUES
Rents - StUAENt hOUSING ....cnoiie e e e $ 6,384,947
RENTS = Ol ..o e e e s 12,000
INterest, NEt Of trUSIEE fEES ... e e e e e (8,981)
B I 1IN =32 =1 0 10 = 6,387,966

EXPENSES

Program services

HOUSING SEIVICES ...ttt e e aanes 4,906,426
LT =T o1 Y= o] o P 699,530
Other facilities OPerations ...........c.oiiiiiii i e 12,322
Total Program SEIVICES ... ...ttt et 5,618,278
General and admiNISTratiVE . ..........oiiii s 79,045
QLI o 2= L= oY= £ = 5,697,323
Change iNn Net @sSets .........oiiiiiiiiii e 690,643
Net assets, beginning Of Year ..........cc.iiiiiiii e 4,799,063
Net assets, Nd Of YEAI ........cuieiiiiiiii e r e e s n e n e e $ 5,489,706

The accompanying notes are an integral part of the financial statements.
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FRANCIS MARION UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

NOTE 1 — SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Nature of Operations

Francis Marion University (the University) is a State-
supported coeducational institution of higher
education. The University’'s primary purpose is to
provide academic instruction to students and conduct
research and other activites that advance
fundamental knowledge.

The University is a discretely presented component
unit in the Comprehensive Annual Financial Report of
the State of South Carolina.

Reporting Entity

The financial reporting entity, as defined by
Governmental Accounting Standards Board (GASB)
Statement No. 14, The Financial Reporting Entity,
consists of the primary government and its
component units.  Component units are legally
separate organizations for which the primary
government is financially accountable, and other
organizations for which the nature and significance of
their relationship with the primary government are
such that exclusion could cause the financial
statements to be misleading or incomplete. GASB
Statement No. 39, Determining Whether Certain
Organizations are Component Units provides
additional guidance concerning the inclusion of
related party financial information as a part of the
reporting entity. The accompanying financial
statements present only that portion of the funds of
the State of South Carolina that is attributable to the
transactions of the University and its component
units.

The Francis Marion University Education Foundation
(the Education Foundation) is a legally separate, tax-
exempt component unit of the University. The
Education Foundation acts primarily as a fund-raising
organization to supplement the resources that are
available to the University in support of its programs.
Although the University does not control the timing or
amount of receipts from the Education Foundation,
the majority of resources, or income thereon, that the
Education Foundation holds and invests are
restricted to the activities of the University by the
donors. Because these restricted resources held by
the Education Foundation can only be used by, or for
the benefit of, the University, the Education
Foundation is considered a component unit of the
University and is discretely presented in the
University’s financial statements. Copies of the
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separately issued financial statements of the
Education Foundation can be obtained by sending a
request to Francis Marion University Education
Foundation, Post Office Box 100547, Florence, South
Carolina 29501.

The Francis Marion University Development
Foundation (the Development Foundation) is a legally
separate, tax-exempt component unit of the
University. It is operated for the benefit of the
University specifically to acquire, construct, finance,
pledge, maintain, operate, manage and lease
housing facilities for students and faculty of the
University and other real property for the benefit and
support of the University. The financial statements
include the assets, liabilities and activities of Francis
Marion University Student Housing, LLC of which the
Development Foundation is the sole member.
Copies of the separately issued financial statements
of the Development Foundation can be obtained by
sending a request to Francis Marion University
Development Foundation, Post Office Box 100547,
Florence, South Carolina 29501.

Basis of Accounting

For financial reporting purposes, the University is
considered a special-purpose government engaged
only in business-type activities. Accordingly, the

University’'s  financial statements have been
presented using the economic  resources
measurement focus and the accrual basis of

accounting. Under the accrual basis, revenues are
recognized when earned, and expenses are recorded
when an obligation has been incurred. Student
tuition and auxiliary enterprise fees are presented net
of scholarships and fellowships applied to student
accounts, while stipends and other payments made
directly to students are presented as scholarship and
fellowship expenses. All significant intra-agency
transactions have been eliminated.

The University has elected not to apply Financial
Accounting Standards Board (FASB)
pronouncements issued after November 30, 1989.

In fiscal year 2015, the University implemented GASB
Statement No. 68, Accounting and Financial
Reporting for Pensions. This statement revises
existing standards for employer financial statements
relating to measuring and reporting pension liabilities
for pension plans provided by the University to its
employees. This statement requires recognition of a
liability equal to the net pension liability, which is
measured as the total pension liability, less the



FRANCIS MARION UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

amount of the pension plan’s fiduciary net position.
The total pension liability is determined based upon
discounting projected benefit payments based on the
benefit terms and legal agreements existing at the
pension plan’s fiscal year end. Projected benefit
payments are required to be discounted using a
single rate that reflects the expected rate of return on
investments, to the extent that the plan assets are
available to pay benefits, and a tax-exempt, high-
guality municipal bond rate when plan assets are not
available. This statement requires that most changes
in the net pension liability be included in pension
expense in the period of the changes. Requirements
of this Statement are effective for fiscal years
beginning after June 15, 2014.

The Education Foundation and the Development
Foundation are private nonprofit organizations that
reports under FASB, including FASB Statement No.
117, Financial Statements of Not-for-Profit
Organizations. As such, certain revenue recognition
criteria and presentation features are different from
GASB revenue recognition criteria and presentation
features. No modifications have been made to the
Foundations’ financial information in the University’s
financial reporting entity for these differences.

Cash and Cash Equivalents

For purposes of the financial statements, the
University and its component units consider all highly
liquid investments with an original maturity of three
months or less to be cash equivalents. Funds
invested through South Carolina State Treasurer's
Office are considered cash equivalents.

Investments

The University accounts for its investments at market
value. Changes in unrealized gain (loss) on the
carrying value of investments are reported as a
component of investment income in the statements of
revenues, expenses and changes in net position.

Accounts Receivable

Accounts receivable consists of tuition and fees
charged to students and auxiliary enterprise services
provided to students, faculty, and staff. Accounts
receivable also include amounts due from the federal,
state and local governments, or private sources, in
connection with reimbursement of allowable
expenditures made pursuant to the University’s
grants and contracts. Accounts receivable are
recorded net of estimated doubtful accounts.
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Contributions Receivable

Contributions receivable consist of unconditional
promises to give. Contributions to be received after
one year are discounted at an appropriate discount
rate commensurate with the risk involved.
Contributions receivable are recorded net of
estimated uncollectible amounts.

Prepaid Expenses

Expenditures for goods and services paid for in the
current or prior fiscal years and benefiting more than
one accounting period are allocated among
accounting periods. For the University, amounts
reported in this asset account consist primarily of
prepaid insurance, prepaid postage, prepaid travel
and advance payments for maintenance and service
agreements.

Capital Assets

Capital assets are recorded at cost at the date of
acquisition or fair market value at the date of donation
in the case of gifts. The University follows
capitalization guidelines established by the State of
South Carolina. All land is capitalized, regardless of
cost. Qualifying improvements that rest in or on the
land itself are recorded as depreciable land
improvements. Major additions and renovations and
other improvements that add to the usable space,
prepare existing buildings for new uses, or extend the
useful lives of existing buildings are capitalized. The
University capitalizes movable personal property with
a unit value in excess of $5,000 and a useful life of
two years or greater and depreciable land
improvements, buildings and improvements, and
intangible assets costing in excess of $100,000.
Routine repairs and maintenance and library
materials, except individual items costing in excess of
$5,000, are charged to operating expenses in the
year in which the expense was incurred.

Depreciation is computed using the straight-line
method over the estimated useful lives of the assets,
generally 15 to 50 years for buildings and
improvements and land improvements, 3 years for
computer software, and 2 to 25 years for machinery,
equipment, and vehicles. The University adopted,
effective for the fiscal year ended June 30, 2012, a
monthly depreciation convention for the straight-line
method consistent with the policy of the State of
South Carolina.

Deferred Revenues and Deposits
Deferred revenues include amounts received for
tuition and fees and certain auxiliary activities prior to
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the end of the fiscal year but relate to the subsequent
accounting period. Deferred revenues also include
deferred rental income and amounts received from
grant and contract sponsors that have not yet been
earned.

Accrued Compensated Absences

Employee vacation pay expense is accrued at year-
end for financial statement purposes. The liability and
expense incurred are recorded at year-end as
accrued compensated absences in the statement of
net position, and as components of salaries and
wages and benefits expenses in the statement of
revenues, expenses, and changes in net position.

Perkins Loans Receivable and Related Liability
The loans receivable on the balance sheet are due to
the University under the Perkins Loan Program. The
federal government funds this program with the
University providing a required match. The amount
reported as Perkins liability is the amount of
cumulative federal contributions and a prorata share
of net earnings on the loans under this program that
would have to be repaid to the federal government if
the University ceases to participate in the program.
The University recognizes as revenue and expenses
only the portion attributable to its matching
contribution.

Deferred Outflows of Resources and Deferred
Inflows of Resources

Changes in net pension liability not included in
pension expense are reported as deferred outflows of
resources or deferred inflows of resources. Employer
contributions subsequent to the measurement date of
the net pension liability are reported as deferred
outflows of resources.

Net Position
The University’'s net position is comprised of the
following:

Net investment in capitalized assets:  This
represents the University’s total investment in
capital assets, net of outstanding debt obligations
related to those capital assets. To the extent
debt has been incurred but not yet expended for
capital assets, such amounts are not included as
a component of invested in capital assets, net of
related debt.

Restricted net assets - expendable: Restricted
expendable net assets include resources in
which the University is legally or contractually
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obligated to spend resources in accordance with
restrictions imposed by external third parties.

Restricted net assets - nonexpendable:
Nonexpendable restricted net assets consist of
endowment and similar type funds in which
donors or other outside sources have stipulated,
as a condition of the gift instrument, that the
principal is to be maintained inviolate and in
perpetuity, and invested for the purpose of
producing present and future income, which may
either be expended or added to principal.

Unrestricted net assets: Unrestricted net assets
represent resources derived from student tuition
and fees, appropriations, and sales and services
of educational departments and auxiliary
enterprises. These resources may be used at
the discretion of the governing board to meet
current expenses. These resources also include
auxiliary enterprises, which are substantially self-
supporting activities that provide services for
students, faculty, and staff.

The University policy for applying expenses that can
use both restricted and unrestricted resources is
delegated to the departmental administrative level.
General practice is to first apply the expense to
restricted resources then to unrestricted resources.

Income Taxes

The University, as a political subdivision of the State
of South Carolina, is excluded from federal income
taxes under Section 115(a) of the Internal Revenue
Code, as amended.

Classification of Revenues

The University has classified its revenues as either
operating or nonoperating revenues according to the
following criteria:

Operating  revenues: Operating revenues
generally result from exchange transactions to
provide goods or services related to the
University’s principal ongoing operations. These
revenues include (1) student tuition and fees
received in exchange for providing educational
services, housing, and other related services to
students; (2) receipts for scholarships where the
provider has identified the student recipients; (3)
fees received from organizations and individuals in
exchange for miscellaneous goods and services
provided by the University; and (4) grants and
contracts that are essentially the same as
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contracts for services that finance programs the
University would not otherwise undertake.

Nonoperating revenues: Nonoperating revenues
include activities that have the characteristics of
nonexchange transactions.  These revenues
include gifts and contributions, appropriations,
investment income, and any grants and contracts
that are not classified as operating revenue or
restricted by the grantor to be used exclusively for
capital purposes.

Sales and Services of Educational and Other
Activities

Revenues from sales and services of educational and
other activities generally consist of amounts received
from instructional, laboratory, research, and public
service activities that incidentally create goods and
services which may be sold to students, faculty, staff,
and the general public. The University receives such
revenues primarily from community groups using
campus facilites for summer camps and other
activities.

Sales and Services of Auxiliary Enterprises and
Internal Service Activities

Auxiliary enterprise revenues primarily represent
revenues generated by the bookstore, dining
services, and housing. Transactions between the
University and its auxiliary enterprise activities and its
internal service department have been eliminated.

Scholarship Discounts and Allowances

Student tuition and fee revenues and certain other
revenues from students are reported net of
scholarship discounts and allowances in the
statement of revenues, expenses, and changes in net

position. Scholarship discounts and allowances are
the difference between the stated charge for goods
and services provided by the University, and the
amount that is paid by students and/or third parties
making payments on the students’ behalf. Certain
governmental grants, such as Pell grants, and other
federal, state, or nongovernmental programs, are
recorded as either operating or nonoperating
revenues in the University’'s financial statements. To
the extent that revenues from such programs are
used to satisfy tuition and fees and other student
charges, the University has recorded a scholarship
discount and allowance.

Use of Estimates

The preparation of financial statements in conformity
with generally accepted accounting principles
requires management to make estimates and
assumptions that affect the reported amounts of
assets, liabilities, revenues, and expenses and affect
disclosure of contingent assets and liabilities at the
date of the financial statements. Actual results could
differ from those estimates.

NOTE 2 - CASH AND CASH
EQUIVALENTS, DEPOSITS, AND
INVESTMENTS

All deposits and investments of the University are
under the control of the State Treasurer who, by law,
has sole authority for investing State funds. The
following schedule reconciles deposits and
investments within the footnotes to the statement of
net position amounts:

Statement of Net Position

Cash and cash equivalents (current) $ 8,927,313
Restricted cash and cash equivalents (noncurrent):
Grants and gifts 2,246,225
Perkins loan funds 304,304
Capital projects 4,221,789

Total $ 15,699,631

Footnotes
Cash on hand $ 26,525
Deposits held by State Treasurer 15,673,106
Total $ 15,699,631
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Deposits Held by State Treasurer

State law requires full collateralization of all State Treasurer bank balances. The State Treasurer must correct any

deficiencies in collateral within seven days.

With respect to investments in the State's internal cash management pool, all of the State Treasurer's investments
are insured or registered or are investments for which the securities are held by the State or its agents in the State's

name.

Information pertaining to the reported amounts, fair values, and credit risk of the State Treasurer's

investments is disclosed in the Comprehensive Annual Financial Report of the State of South Carolina.

NOTE 3 - RECEIVABLES

Accounts Receivable

The University accounts receivable as of June 30, 2015, are summarized as follows:

Current:
Student tuition and fees

Allowance for doubtful accounts

Federal grants and contracts

State and local grants and contracts

Sales and services of education departments

Auxiliary services
Capital reserve funds
Other
Net accounts receivable

$ 1,031,261
(559,317)
767,586
20,744

51,021
100,012
1,813,724
483,025

$ 3,708,056

The amounts shown above are reported at gross with
all discounts and allowances disclosed.

The allowance for doubtful accounts for student
accounts receivable is established based upon actual
losses experienced in prior years and evaluations of
the current account portfolio. At June 30, 2015, the
allowance for uncollectible student accounts is valued
at $559,317.

The University is reimbursed for contractual services
provided to outsourced auxiliary contractors.
Reimbursements due for these services at June 30,

2015, are $18,619 and are included in accounts
receivable — auxiliary services.

Contributions Receivable

Contributions receivable are comprised of pledges for
gifts to support the University. Contributions
receivable are accounted for at their estimated net
realizable value or the present value of long-term
pledges.

The University contributions receivable as of June 30,
2015, are summarized as follows:

Current:
Gift Pledges Outstanding

Less discounts to net present value

Net contributions receivable

$ 5,150,175
55,968
$ 5,094,207
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NOTE 4 — LOANS RECEIVABLE

Student loans made through the federal Perkins loan program comprise substantially all of the loans receivable as
of June 30, 2015. The Perkins loan program provides various repayment options; students have the right to repay
the loans over periods up to 10 years depending on the amount of the loan and loan cancellation privileges the
student may exercise. As the University determines that loans are uncollectible, the loans are written off and
assigned to the US Department of Education.

NOTE 5 - CAPITAL ASSETS

Capital assets activity of the University for the year ended June 30, 2015, is summarized as follows:

Beginning Ending
Balance Balance
July 1, 2014 Increases Decreases June 30, 2015
Capital assets not being depreciated:
Land and improvements $ 3,777,128 % 938,000 $ - $ 4,715,128
Construction in progress 494,068 1,636,205 - 2,130,273
Art work and historical treasures 193,908 - - 193,908
Total capital assets not
being depreciated 4,465,104 2,574,205 - 7,039,309
Other capital assets:
Land improvements 10,449,109 - - 10,449,109
Buildings and improvements 107,548,949 306,949 157,039 107,698,859
Computer software 131,895 - - 131,895
Machinery, equipment, and other 4,123,445 206,494 111,479 4,218,460
Vehicles 431,063 - - 431,063
Total other capital assets
at historical cost 122,684,461 513,443 268,518 122,929,386
Less accumulated depreciation for:
Land improvements 3,902,045 586,814 - 4,488,859
Buildings and improvements 50,384,758 2,255,960 157,039 52,483,679
Computer software 131,895 - - 131,895
Machinery, equipment, and other 2,888,200 342,710 96,351 3,134,559
Vehicles 332,374 - - 332,374
Total accumulated depreciation 57,639,272 3,185,484 253,390 60,571,366
Other capital assets, net of
accumulated depreciation 65,045,189 (2,672,041) 15,128 62,358,020
Capital assets, net of
accumulated depreciation $ 69,510,293 $ (97,836) $ 15,128 $ 69,397,329
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NOTE 6 — PENSION PLAN

The South Carolina Public Employee Benefit
Authority (PEBA), which was created July 1, 2012,
administers the various retirement systems and
retirement programs managed by its Retirement
Division. PEBA has an 11-member Board of
Directors, appointed by the Governor and General
Assembly leadership, which serves as co-trustee and
co-fiduciary of the systems and the trust funds. By
law, the Budget and Control Board, which consists of
five elected officials, also reviews certain PEBA
Board decisions regarding the funding of the Systems
and serves as a co-trustee of the Systems in

conducting that review. PEBA issues a
Comprehensive Annual Financial Report (CAFR)
containing financial statements and required

supplementary information for the South Carolina
Retirement Systems’ Pension Trust Funds. The
CAFR is publicly available on the Retirement
Benefits’ link on PEBA’s website at
www.peba.sc.gov, or a copy may be obtained by
submitting a request to PEBA, PO Box 11960,
Columbia, SC 29211-1960. PEBA is considered a
division of the primary government of the state of
South Carolina and therefore, retirement trust fund
financial information is also included in the
comprehensive annual financial report of the state.

Plan Description

The South Carolina Retirement System (SCRS), a
cost-sharing multiple-employer defined benefit
pension plan, was established effective July 1, 1945,
pursuant to the provisions of Section 9-1-20 of the
South Carolina Code of Laws for the purpose of
providing retirement allowances and other benefits for
employees of the state, its public school districts, and
political subdivisions.

The South Carolina Police Officers Retirement
System (PORS), a cost-sharing multiple-employer
defined benefit pension plan, was established
effective July 1, 1962, pursuant to the provisions of
Section 9-11-20 of the South Carolina Code of Laws
for the purpose of providing retirement allowances
and other benefits for police officers and firemen of
the state and its political subdivisions.

The State Optional Retirement Program (ORP) is a
defined contribution plan that is offered as an
alternative to certain newly hired state, public school,
and higher education employees. State ORP
participants direct the investment of their funds into a
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plan administered by one of four investment

providers.

Membership

Membership requirements are prescribed in Title 9 of
the South Carolina Code of Laws. A brief summary of
the requirements under each system is presented
below.

SCRS - Generally, all employees of covered
employers are required to participate in and
contribute to the system as a condition of
employment. This plan covers general employees
and teachers and individuals newly elected to the
South Carolina General Assembly beginning with the
November 2012 general election. An employee
member of the system with an effective date of
membership prior to July 1, 2012, is a Class Two
member. An employee member of the system with an
effective date of membership on or after July 1, 2012,
is a Class Three member.

PORS - To be eligible for PORS membership, an
employee must be required by the terms of his
employment, by election or appointment, to preserve
public order, protect life and property, and detect
crimes in the state; to prevent and control property
destruction by fire; or to serve as a peace officer
employed by the Department of Corrections, the
Department of Juvenile Justice, or the Department of
Mental Health. Probate judges and coroners may
elect membership in PORS. Magistrates are required
to participate in PORS for service as a magistrate.
PORS members, other than magistrates and probate
judges, must also earn at least $2,000 per year and
devote at least 1,600 hours per year to this work,
unless exempted by statute. An employee member of
the system with an effective date of membership prior
to July 1, 2012, is a Class Two member. An
employee member of the system with an effective
date of membership on or after July 1, 2012, is a
Class Three member.

State ORP - As an alternative to membership in
SCRS, newly hired state, public school, and higher
education employees and individuals newly elected to
the S.C. General Assembly beginning with the
November 2012 general election have the option to
participate in the State Optional Retirement Program
(State ORP), which is a defined contribution plan.
State ORP patrticipants direct the investment of their
funds into a plan administered by one of four
investment providers. PEBA assumes no liability for
State ORP benefits. Rather, the benefits are the
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liability of the investment providers. For this reason,
State ORP programs are not considered part of the
retirement systems for financial statement purposes.
Employee and Employer contributions to the State
ORP are at the same rates as SCRS. A direct
remittance is required from the employers to the
member’'s account with investment providers for the
employee contribution (8 percent) and a portion of the
employer contribution (5 percent). A direct remittance
is also required to SCRS for the remaining portion of
the employer contribution (5.75 percent) and an
incidental death benefit contribution (.15 percent), if
applicable, which is retained by SCRS.

Benefits

Benefit terms are prescribed in Title 9 of the South
Carolina Code of Laws. PEBA does not have the
authority to establish or amend benefit terms without
a legislative change in the code of laws. Key
elements of the benefit calculation include the benefit
multiplier, years of service, and average final
compensation. A brief summary of benefit terms for
each system is presented below.

SCRS - A Class Two member who has separated
from service with at least five or more years of earned
service is eligible for a monthly pension at age 65 or
with 28 years credited service regardless of age. A
member may elect early retirement with reduced
pension benefits payable at age 55 with 25 years of
service credit. A Class Three member who has
separated from service with at least eight or more
years of earned service is eligible for a monthly
pension upon satisfying the Rule of 90 requirement
that the total of the member's age and the member’s
creditable service equals at least 90 years. Both
Class Two and Class Three members are eligible to
receive a reduced deferred annuity at age 60 if they
satisfy the five- or eight-year earned service
requirement, respectively. An incidental death benefit
is also available to beneficiaries of active and retired
members of employers who participate in the death
benefit program.

The annual retirement allowance of eligible retirees or
their surviving annuitants is increased by the lesser of
one percent or five hundred dollars every July 1. Only
those annuitants in receipt of a benefit on July 1 of
the preceding year are eligible to receive the
increase. Members who retire under the early
retirement provisions at age 55 with 25 years of
service are not eligible for the benefit adjustment until
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the second July 1 after reaching age 60 or the
second July 1 after the date they would have had 28
years of service credit had they not retired.

PORS - A Class Two member who has separated
from service with at least five or more years of earned
service is eligible for a monthly pension at age 55 or
with 25 years of service regardless of age. A Class
Three member who has separated from service with
at least eight or more years of earned service is
eligible for a monthly pension at age 55 or with 27
years of service regardless of age. Both Class Two
and Class Three members are eligible to receive a
deferred annuity at age 55 with five or eight years of
earned service, respectively. An incidental death
benefit is also available to beneficiaries of active and
retired members of employers who participate in the
death benefit program. Accidental death benefits are
also provided upon the death of an active member
working for a covered employer whose death was a
natural and proximate result of an injury incurred
while in the performance of duty.

The retirement allowance of eligible retirees or their
surviving annuitants is increased by the lesser of one
percent or five hundred dollars every July 1. Only
those annuitants in receipt of a benefit on July 1 of
the preceding year are eligible to receive the
increase.

Contributions

Contributions are prescribed in Title 9 of the South
Carolina Code of Laws. The PEBA Board may
increase the SCRS and PORS employer and
employee contribution rates on the basis of the
actuarial valuations, but any such increase may not
result in a differential between the employee and
employer contribution rate that exceeds 2.9 percent
of earnable compensation for SCRS and 5 percent
for PORS. An increase in the contribution rates
adopted by the board may not provide for an increase
of more than one-half of one percent in any one year.
If the scheduled employee and employer
contributions provided in statute or the rates last
adopted by the board are insufficient to maintain a
thirty year amortization schedule of the unfunded
liabilities of the plans, the board shall increase the
contribution rates in equal percentage amounts for
the employer and employee as necessary to maintain
the thirty-year amortization period; and, this increase
is not limited to one-half of one percent per year.



FRANCIS MARION UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2015

Required employee contribution rates for fiscal year 2014-2015 are as follows:

SCRS

Employee Class Two 8.00 % of earnable compensation
Employee Class Three 8.00 % of earnable compensation
PORS

Employee Class One $21 per month

Employee Class Two 8.41% of earnable compensation
Employee Class Three 8.41% of earnable compensation
State ORP Employee 8.00 % of earnable compensation

Required employer contributions for fiscal year 2014-2015 are as follows:

SCRS

Employer Class Two 10.75 % of earnable compensation
Employer Class Three 10.75 % of earnable compensation
Employer Incidental Death Benefit 0.15% of earnable compensation
PORS

Employer Class One $21 per month

Employer Class Two 8.41% of earnable compensation
Employer Class Three 8.41% of earnable compensation
Employer Incidental Death Benefit 0.20% of earnable compensation
Employer Accidental Death Benefit 0.20% of earnable compensation
State ORP

Employer Contribution 10.75 % of earnable compensation
Employer Incidental Death Benefit 0.15% of earnable compensation

Of this employer contribution of 10.75% of earnable compensation, 5% of
earnable compensation must be remitted by the employer directly to the ORP
vendor to be allocated to the members account with the remainder of the
employer contribution remitted to SCRS.
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Teacher and Employee Retention Incentive

Effective January 1, 2001, Section 9-1-2210 of the South Carolina Code of Laws allows employees eligible for
service retirement to participate in the Teacher and Employee Retention Incentive (TERI) Program. TERI
participants may retire and begin accumulating retirement benefits on a deferred basis without terminating
employment for up to five years. Upon termination of employment or at the end of the TERI period, whichever is
earlier, participants will begin receiving monthly service retirement benefits which will include any benefit
adjustments granted during the TERI period. Because participants are considered retired during the TERI period,
they do not earn service credit, and are ineligible for disability retirement benefits. The TERI program will end
effective June 30, 2018 and a member’s participation may not continue after this date.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The most recent annual actuarial valuation reports adopted by the PEBA Board and Budget and Control Board are
as of July 1, 2013. The net pension liability of each defined benefit pension plan was therefore determined based on
the July 1, 2013, actuarial valuations, using membership data as of July 1, 2013, projected forward to the end of the
fiscal year, and financial information of the pension trust funds as of June 30, 2014, using generally accepted
actuarial procedures.

At June 30, 2015, the University reported liabilities of $45,996,784 and $910,176 for its proportionate share of
the SCRS and PORS net pension liability, respectively. The net pension liability was measured as of June 30,
2014. The University's proportion of the net pension liability was based on the University’s contributions to the
pension plan relative to the contributions of all covered employers.

For the year ended June 30, 2015, the University recognized pension expense of $3,223,852 and $79,629 for
SCRS and PORS, respectively. At June 30, 2015, the University reported deferred outflows of resources and
deferred inflows of resources related to pensions from the following sources:

South Carolina Retirement System

Deferred Outflows of Deferred Inflows of

Resources Resources
University contributions made after the measurement date $ 2,653,859
Liability experience 1,303,355
Investment experience 3,877,864
$ 3,957,214 $ 3,877,864

Police Officers Retirement System

Deferred Outflows of Deferred Inflows of

Resources Resources
University contributions made after the measurement date $ 78,085
Liability experience 24,289
Investment experience 105,314
$ 102,374 $ 105,314
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Actuarial Assumptions and Methods that an actuarial experience study be completed at
Actuarial valuations involve estimates of the reported least once in each five-year period. The last
amounts and assumptions about the probability of experience study was performed on data through
occurrence of events far into the future. Examples June 30, 2010, and the next experience study is
include assumptions about future employment, scheduled to be conducted after the June 30, 2015,
mortality, and future salary increases. Amounts annual valuation is complete.
determined during the valuation process are subject
to continual revision as actual results are compared The following table provides a summary of the
with past expectations and new estimates are made actuarial assumptions and methods used in the July
about the future. South Carolina state statute requires 1, 2013, valuations for SCRS and PORS.
SCRS PORS
Actuarial cost method Entry age Entry age
Actuarial assumptions
Investment rate of return 7.50% 7.50%
Projected salary increases levels off at 3.50% levels off at 4.00%
Includes inflation at 2.75% 2.75%
Benefit adjustments lesser of 1% or $500 lesser of 1% or $500

The post-retiree mortality assumption is dependent upon the member’s job category and gender. This assumption
includes base rates which are automatically adjusted for future improvement in mortality using published Scale AA
projected from the year 2000.

The long-term expected rate of return on pension plan investments for actuarial purposes is based upon the 30 year
capital market outlook at the end of the third quarter 2012. The actuarial long-term expected rates of return
represent best estimates of arithmetic real rates of return for each major asset class and were developed in
coordination with the investment consultant for the Retirement System Investment Commission (RSIC) using a
building block approach, reflecting