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Reportof IndependentAuditor

To the Members of the Board of Visitors
The Citadel, The Military College of South Carolina Charleston, South Carolina

Reporton the FinancialStatements

We have audited the accompanying financial statements of the business-type activities and the non-governmental
discretely presented component units of The Citadel, The Military College of South Carolina (“The Citadel”), a
component unit of the State of South Carolina, as of and for the year ended June 30, 2020, and the related notes
to the financial statements, which collectively comprise The Citadel’s basic financial statements as listed in the
table of contents.

Management'sResponsibilityfor the FinancialStatements
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,






THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Overview of the Financial Statements and Financial Analysis

The Citadel (“The Citadel” or the “College”) is pleased to present its financial statements for fiscal year
2020. While audited financial statements for fiscal year 2019 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



THECITADEL
TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Overview of the Financial Statements and Financial Analysis, Continued
Cohort Fall 2019 Fall 2018
Retention*** Retention****

Retention rate of full-time bachelor’s degree seeking
undergraduate student who entered institution in the prior Fall

ok Source: Citadel Institutional Research Common Data Set 2019-2020
Fkdx Source: Citadel Institutional Research Common Data Set 2018-2019

86% 84%

Pledged revenues from auxiliary fee-based and profit-based revenue increased by $3.1 million over last
year. Auxiliary student fee revenue decreased based on student refunds of $3.8 million that were issued
when the college ended the residential aspect of the Spring 2020 term. In addition, a decrease in
scholarship allowances of $1 million netted against auxiliary revenue also occurred. Fiscal year 2020
marked the third year partnering with Sodexo as its food service provider. Revenues for the Sodexo fee-
based auxiliary increased $1.9 million, while also recognizing decreases in the cadet store of $0.5 million.
Sales and services in athletics increased $2.5 million.
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THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Overview of the Financial Statements and Financial Analysis, Continued

In August 2013, the Trust's Board of Directors ratified a memorandum of understanding (“MOU”) with The
Citadel Alumni Association (“CAA") allowing the CAA to invest in The Trust’s unitized investment pool and
gain access to The Trust's more diversified pool of investments managed by Morgan Stanley and Spider
management. The CAA contributed $3.1 million in October 2013 and $0.8 million in March 2014. Per the
MOU, these funds were invested in the same manner and with the same due care in which The Trust's
funds are invested. The fair value of the CAA investments at June 30, 2019 was $5.2 million. The fair value
of the CAA investments at June 30, 2020 is $5.0 million. This investment has been recorded on the
statement of net position included within investments in the assets category and within funds held for others
in the liabilities category. The Trust does not recognize any revenues from the investment returns on the



THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Statement of Net Position, Continued

Net position is divided into three major categories. The first category, net investment in capital assets,
provides the institution’s equity in property, plant, and equipment owned by the College. The next category
is restricted net position, which is divided into two categories, nonexpendable and expendable. Restricted
nonexpendable net position consists solely of the College’s permanent endowment funds that are only
available for investment purposes. Expendable restricted net position is available for expenditure by the
institution 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 position.
Unrestricted assets are available to the institution for any lawful purpose of the College. Although
unrestricted net position is subject to externally imposed stipulations, substantially all of the College’s
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TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Statement of Net Position, Continued

Net Position — overall increase of $0.6 million, continued

X Restricted — Expendable assets decreased by $2.9 million. The Citadel restricted expendable
assets decreased by $0.1 million. Net assets restricted for scholarshi
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TheMilitary Collegeof SouthCarolina

Management’sDiscussiorand Analysis(Unaudited)
June30, 2020
Statement of Revenues, Expenses, and Changes in Net Position, Continued

Total Revenues — overall decrease of $3.2 million, continued

Auxiliary revenue increased by $2.6 million. This increase was net of refunds of student housing,
dining and parking operations of $3.8 million that
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THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Statement of Revenues, Expenses, and Changes in Net Position, Continued
Total Revenues — overall decrease of $3.2 million,  continued

Total state appropriations, which include other items such as state health insurance allocations,
increased by $1.2 million, from $11.6 million in 2019 to $12.8 million in 2020. Total state
appropriations peaked in fiscal year 2008 at $16.9 million, and have declined 24.3% since that
timeframe. Investment income decreased by $1.8 million as a result of an decrease in investment
returns for state invested funds.

The $2.7 million decrease in Trust nonoperating revenue is chiefly attributable to a $2.0 million
decrease in gifts.

Total Expenses — overall increase of $8.1 million

Operating expenses increased by $8.1 million. Compensation and benefits increased by
$4.0 million. Classified salaries increased resulted in a $1.3 million increase in compensation.
Other increases included a $1.1 million increase in fringe benefits primarily due to an increase in
the employer’s share of retirement contributions required in fiscal year 2020. Pension expense
decreased by $1.0 million and OPEB expense decreased by $0.4 million.

Services and supplies expenses increased by $2.5 million. Utility costs decreased $0.4 million
from 2019. Depreciation expense increased by an insignificant amount based on the depreciation
schedule.

Scholarship expenses increased by $2.0 million. Scholarship expense is the portion of total
scholarships that is refunded to students. The remaining scholarship amount is netted against
tuition and fee revenue as a scholarship allowance. Total scholarships increased by $2.3 million
and the scholarship allowance increased by $0.3 million. As a result, the proportional amount
refunded to students slightly increased while the amount that applied to College tuition and fee
revenue slightly increased.

13



THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Statement of Revenues, Expenses, and Changes in Net Position, Continued
Total Expenses — overall increase of $8.1 million, continued

Nonoperating expenses decreased by $0.1 million due to a reduction of $0.1 million in interest
expense. As previously noted, the College continues to make regularly scheduled payment on
outstanding debt, thereby reducing the principal balance. See Note 8 for additional information.

COVID-19

The Citadel was not immune to the impact of the COVID-19 pandemic. During the middle of the
Spring 2020 semester, The Citadel closed all residential facilities and moved academic classes to
an online platform. The residential, auxiliary and campus offices all closed with many employees
worked remotely. The campus continued academic operations with summer school 2020 classes
mostly all online. Residential facilities, dining, laundry, tailor shop and cadet store all remained
closed until the very end of July 2020. The Citadel started the Fall 2020 semester at the beginning
of August on campus with a few modifications in course delivery. All residential facilities opened
for the Fall 2020 semester.

The Citadel refunded students the amount of their unused room, board, laundry and parking fees
for the Spring 2020 semester. These refunds totaled more than $3.8 million and reduced the
operating revenue of these auxiliaries and required a significant outlay of cash. In addition, there
were cancellations of events at The Citadel beach house, athletic events, chapel weddings and
other campus events. The Citadel did receive $1.3 million from the federal Coronavirus Aid, Relief,
and Economic Security Act (“CARES Act”) that was used to reimburse barracks for revenue loss.

14



THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Statement of Revenues, Expenses, and Changes in Net Position, Continued
COVID-19, Continued

From March 2020 until June 30, 2020, The Citadel had approximately $4.4 million in expenses that
were tied to our COVID-19 response, which includes student refunds, less the $0.7 million federal
CARES ACT institutional share, PP&E, employee leave, software, technology enhancements and
hardware related to moving academic instruction online. The Citadel has filed with FEMA, SCEMD,
and Acelerate SC for possible reimbursement. As September 25, 2020, The Citadel has not
received word as to what expenses will be reimbursed. Should funds come in, The Citadel will
record these funds as fiscal year 2021 revenue.

Capital Contributions, Additions to Permanent Endowments, and Transfers — overall increase of
$2.3 million

Citadel capital grants and appropriations and transfers from the Trust increased by $2.1 million.
State one-time capital appropriations increased by an insignificant amount. Capital grants
increased by $2.1 million primarily due to funds received for sports field improvements and the boat
center.

Permanent endowment additions increased by approximately $0.2 million.

Statement of Cash Flows

The final statement presented is the Statement of Cash Flows. The Statement of Cash Flows presents
detailed information about the cash activity of the College during the year. The statement is divided into
five parts. The first part deals with operating cash flows and shows the net cash from the operating activities
of the institution. The second section reflects cash flows from noncapital financing activities. This section
reflects the cash received and spent for nonoperating, noninvesting, and noncapital financing purposes.
The third section deals with cash flows from capital and related financing activities. This section deals with
the cash used for the acquisition and construction of capital and related items. The fourth section reflects
the cash flows from investing activities and shows the purchases, proceeds, and interest received from
investing activities. The fifth section reconciles the net cash from the operating income or loss reflected on
the Statement of Revenues, Expenses, and Changes in Net Position.

Capital Assets and Debt Administration

Capital assets, net of accumulated depreciation, at June 30, 2020 and 2019 were as follows:

Capital Assets (net of accumulated depreciation)

Increase/ Percent
2020 2019 (Decrease) Change

Capital Assets:
Land $ 4,903,347 $ 4,903,347 $ -

15
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THECITADEL

TheMilitary Collegeof SouthCarolina
Management’sDiscussiorand Analysis(Unaudited)
June30,2020

Economic Outlook, Continued

The COVID-19 pandemic has had a significant impact on the worldwide economy. The economies of the
State of South Carolina and the City of Charleston have also been impacted. The General Assembly of
South Carolina along with The Citadel Board of Visitors and senior leadership of The Citadel continue to
monitor the economic health of the state and institution. If any adjustments need to be made to The Citadel
operating budget as a result in lower revenues from the state, the College is prepared to make adjustments
to the fiscal year 2021 budget spend.

The outlook for The Citadel Trust is closely aligned with the outlook for the economy as a whole and with
the financial markets. The Trust benefited from positive investment results in fiscal year 2019. The
Richmond Fund saw a return of (1.98)% in fiscal year 2020. The Morgan Stanley portfolio saw a return of
12.3% in fiscal year 2020. The Trust maintains a diversified investment portfolio in an effort to position itself
as favorably as possible in the current volatile marketplace. The overall goal of the Richmond Fund is
preservation of capital, and the expectation is that this investment will protect The Trust during market
downturns benefiting from investment gains during market rallies. In light of this vision, the Trust’s Directors
voted to transfer the Morgan Stanley portfolio to the Richmond Fund to maintain its preservation of capital
should the market experience an extended period of negative returns. The Trust’'s Directors expect that
this movement of funds will dampen the effect of any economic uncertainties on The Trust's investment
returns in the upcoming years. The Directors are closely monitoring The Trust's current scholarship
spending policy of 5% of the five-year rolling average of endowment market values, and are prepared to
make changes as needed if the outlook for long-term market returns trends in a manner where it cannot
fulfill The Trust's spending rate. Although the market continues to net positive returns, the impact on
charitable contributions remains uncertain, particularly due to the impact it may have on taxpayers as a
result of the Tax Cuts and Jobs Act. The Citadel hopes to maintain a high level of incoming donations
through its work on the upcoming capital campaign for the Mighty Citadel 2026 Strategic Plan.

The Citadel currently is involved in a number of

17



The The

Citadel Citadel Trust Total
ASSETS
Current Assets
Caslndcash equivalents $ 52,399,040 $ 215,836 $ 52,614,876
Marketabsecurities (at fair value) r 40,689 40,689
Investmentlimited partnership(at fair value) r 4,095,080 4,095,080
Restricted Assets r Current:
Cashandcash equivalents 18,001,718 248,189 18,249,907
Marketable securities (at fair value) r 996,721 996,721
Investment in limited partnership(at fair value) r 8,389,674 8,389,674
Contributions receivable net 242,919 70,668 313,587
Accounts Receivable, net r 70,123 70,123
Student loansreceivable net r 1,050 1,050
Accounts receivable, net 14,249,080 1,806,080 16,055,160
Contributiomsceivable net r 36,291 36,291
Inventories 2,173,556 r 2,173,556
Prepaid expenses 813,230 r 813,230
Total currentassets 87,879,543 15,970,401 103,849,944
Noncurrent Assets
Marketabgecurities (at fair value) r 50,791 50,791
Investmentlimited partnership(at fair value) r 5,111,696 5,111,696
Contributiomseceivable net r 24,206 24,206
Cashirrendervalue of lifssurance r 12,517 12,517
Restricted Assets r Noncurrent:
Cashandcash equivalents 1,172,708 525,740 1,698,448
Marketable securities (at fair value) r 2,360,916 2,360,916
Investmentin limited partnership(at fair value) r 72,444,649 72,444,649
Contributions receivable net 500,017 252,235 752,252

fair



THE CITADEL

The Military College of Soutbarolina

Statement of Net Position

June 302020

The The
Citadel Citadel Trust Total
LIABILITIES
Current Liabilities
Accounts payable $ 4,284,394 $ 23,209 $ 4,307,603
Due to other funds r 13,006 13,006
Retainages payable 108,616 r 108,616
Accrued payavitirelated liabilities 2,598,584 335 2,598,919
Accrued compensated absenceglated liabilities 1,310,677 35,141 1,345,818
Accrued interest payable 245,206 r 245,206
Unearned revenues 3,423,148 r 3,423,148
Bongsyable 1,390,000 r 1,390,000
Deposits 4,286,377 r 4,286,377
Total current liabilities 17,647,002 71,691 17,718,693
Noncurrent Liabilities
Accrued compensated absenceslated liabilities 2,157,240 r 2,157,240
Deposits 704,937 r 704,937
Bongsyable 15,470,000 r 15,470,000
N&@PEB liability 84,127,696 r 84,127,696
Né&ensiorliability 90,255,080 r 90,255,080
Funtieldfor others 1,177,582 5,006,801 6,184,383
Total noncurrent liabilities 193,892,535 5,006,801 198,899,336
Total liabilities $ 211,539,537 $ 5,078,492 $ 216,618,029
DEFERRED INFLOWS OF RESOURCE
Amountsrelated to net OPEB liability $ 7,950,381 $ r $ 7,950,381
Amountsrelated to net pensitiability 811,662 r 811,662
Total deferredinflows of resources $ 8,762,043 $ r $ 8,762,043
NET POSITION
Net investment ircapitalassets $ 106,068,641 $ 2,257,807 $ 108,326,448
Restricted for nonexpendable:
Scholarships r 46,835,369 46,835,369
Other r 6,290,984 6,290,984
Restricted for expendable:
Scholarshipsyesearchjnstructionandother 5,977,778 27,852,249 33,830,027
Loans 5,500 1,381,970 1,387,470
Capital projects 12,859,590 269,408 13,128,998
Debt service 283,543 r 283,543
Unrestricted (112,381,218) 9,130,035 (103,251,183)
Total net position $ 12,813,834 $ 94,017,822 $ 106,831,656

The accompanyingotes to the financs&ihtementsarean integral part of tetatement.
19



THE CITADEL

The Military College of Soutbarolina
Statement of Revenues, Expenses, and Changks Fosition
For the Year Endddne 302020

The The
Citadel Citadel Trust Total

REVENUES:
Operating Revenues

Studenition andfees(net of scholarshglowanceof $14,054,993) $ 50,059,362 $ r $ 50,059,362
Federal grantscanttacts 2,034,462 r 2,034,462
State gndnts andontracts 4,974,647 r 4,974,647
Nongovernmental grantscamtacts 608,035 r 608,035
Sabrwd servicef educationahndother activities 289,867 r 289,867
Sategbkervicesof auxilianenterprises pledged for revenue bonds
(net of scholarshipllowanceof $4,878,232) 33,786,609 r 33,786,609
Sateglservicef auxiliangenterprises r npedged 2,365,765 r 2,365,765
Other fees 6,083,235 r 6,083,235
Investment income (net of investment expense of $649,535) r (2,490,968) (2,490,968)
Endowmémtome r 1,283,184 1,283,184
Other operating revenues 1,592,159 r 1,592,159
Total operatingrevenues 101,794,141 (1,207,784) 100,586,357
EXPENSES:
Operating Expenses
Compensatiandemployee benefits 80,773,851 246,840 81,020,691
Services supplies 39,102,959 68,375 39,171,334
Utilities 3,336,133 r 3,336,133
Depreciation 4,897,338 r 4,897,338
Scholarshapsi fellowships 7,133,106 r 7,133,106
Total operatingexpenses 135,243,387 315,215 135,558,602
Operating los (33,449,246) (1,522,999) (34,972,245)
NONOPERATINBEVENUEEXPENSES):
State appropriations 12,848,152 r 12,848,152
Federal grantscanttacts 5,366,566 r 5,366,566
Nongovernmental grants 9,207,750 191,875 9,399,625
Gifts 909,541 2,958,894 3,868,435
Investment income 68,846 r 68,846
Interest capitalasset rrelated deb (732,138) r (732,138)
Gain disposabf capitabssets 4,328 r 4,328
Other nonoperatenenues 814,321 424,542 1,238,863
Net nonoperatingrevenues 28,487,366 3,575,311 32,062,677
Income (losshefore other revenues,
expenses,gainsor losses (4,961,880) 2,052,312 (2,909,568)
State captgbropriations 28,121 r 28,121
Capigeants andgjifts, net of adjustments 2,617,476 r 2,617,476
Additions to permanent endowments 861,523 861,523
Transfers fromcfo)ponentunit 7,201,824 (7,201,824) r
Total other revenuesndtransfers 9,847,421 (6,340,301) 3,507,120
Increase (decrease) in net position 4,885,541 (4,287,989) 597,552
NET POSITION
Neosition r beginningf year 7,928,293 98,305,811 106,234,104
Neosition r end of year $ 12,813,834 $ 94,017,822 $ 106,831,656

The accompanyingotes to the financsthtementsarean integral part of tetatement.
20



THE CITADEL

The Military College of SoutBarolina
Statement of Cash Flows
For the Year Endddne 302020

CASH FLOWS FROM OPERATING ACTIVITIES
Student tuition andfees

Grants andcontracts

Salesandservicef educationadndother activities
Salesandservicef auxiliarenterprises

Other operating receipts

Paymentsto employees for salaries laeaefits
Paymentsto suppliers

Paymentdor utilities

Paymentsto studentdor scholarshipandfellowships
Fundsheldfor others

Studentdirect lendingeceipts

Studentdirect lendinglisbursements

Net cash foperatingactivities

CASH FLOWS FROM NONCAPITAL FINARTIMGIES
Stateappropriations
Giftsandgrants for other thacapitalpurposes
Other nonoperatingevenues/expenses
Transfers from (tajomponentunit
Net cash framcapitalfinancingactivities

CASH FLOWS FROM CAPITAL AND RELATED RANANCINS

State capitabppropriations

Capital grants andgjifts received

Proceedsfromsale of capitabssets

Purchases of capitassets

Principal paidon capitaldebt andeases, net of discount
Interest paidon capitalrelated debt

Net cash foapitalandrelated financingctivities

CASH FLOWS FROM INVESNUN®/ITIES
Proceedsfrom sales ancthaturities of investments
Interestanddividends on investments

Purchase of investments

Net cash frowestingactivities

Net change igash
Cashandcash equivalents beginningf year
Cashandcash equivalents end of year

The accompanyingotes to the financsthtementsarean integral part of tetatement.
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The The
Citadel Citadel Trust Total
55,508,674 $ r $ 55,508,674
7,930,373 r 7,930,373
(2,218,582) r (2,218,582)
31,031,485 r 31,031,485
1,765,158 r 1,765,158
(73,341,319) r (73,341,319)
(38,898,017) (315,215) (39,213,232)
(3,326,024) r (3,326,024)
(7,133,106) r (7,133,106)
(235,026) r (235,026)
25,583,626 r 25,583,626
(25,583,626) r (25,583,626)
(28,916,384) (315,215) (29,231,599)
12,848,152 r 12,848,152
15,668,982 4,035,459 19,704,441
814,321 (1,587,985) (773,664)
7,201,824 (7,201,824) r
36,533,279 (4,754,350) 31,778,929
28,121 r 28,121
2,635,565 r 2,635,565
134,837 r 134,837
(5,611,630) r (5,611,630)
(1,345,000) r (1,345,000)
(750,582) r (750,582)
(4,908,689) r (4,908,689)
r 84,905,651 84,905,651
388,526 (1,138,594) (750,068)
r (80,915,517) (80,915,517)
388,526 2,851,540 3,240,066
3,096,732 (2,218,025) 878,707
68,476,734 3,207,790 71,684,524
71,573,466 $ 989,765 $ 72,563,231




Reconciliation of net operatingevenues(expense) tmet cash from

operating activities:
Operating loss

Adjustments$o reconcile operating ldssnet cash from operating activities

Depreciatiquense
Pensigrense
OPEB expense

Interest dividendson investments
Readinddinrealized losseson investments

Fumels for others

Changes assets anliabilities:
Accounts receivable, net

Inventories
Prepaid expenses

Accounts payablecangtd expenses
Accrued salariezlatedi expenses
Accrued compensated absenceatedhdiabilities

Unearned revenue

Studerdother deposits

Net cash fronoperating

0000

The
Citadel

(33,449,246) $

4,897,338
4,925,886
1,757,143
r
r
(235,026)

(7,334,583)
(372,223)
(5,844)
788,974
(58,682)
785,328
(1,338,211)
722,762

The
Citadel Trust

(1,522,999) $

r

r

r
(688,197)

1,895,981

r

= = =5 =5 = = = =

Total

(34,972,245)

4,897,338
4,925,886
1,757,143
(688,197)
1,895,981
(235,026)

(7,334,583)
(372,223)
(5,844)
788,974
(58,682)
785,328
(1,338,211)
722,762



The Citadel The Citadel The Citadel

Foundation Brigadier Foundation Real Estate Foundation
December 31, 2019 December 31, 2019 December 31, 2019
ASSETS
Cash and cash equivalents $ 18,469,404 $ - $ 172,358

Restricted cash held at The Citadel - -



THE CITADE

The X

REVENUES, GAINS, AND OTHER SUPPORT
Without donor restrictions
Contributions
Special events
Donated services
Other income
Investment return, net
Net unrealized and realized gains (losses) on investments
Loss on sale of property and equipment
Equity loss of The Richmond Fund, LP
Rental income
Changes in value of split interest agreements
Net assets released from restrictions
Transfers of net assets
Total without donor restrictions

With donor restrictions

Contributions
Special events
Net unrealized and realized gains on investments
Investment income, net
Equity loss of The Richmond Fund, LP
Changes in allowance on promises to give
Changes in value of split interest agreements
Net assets released from restrictions
Transfers of net assets

Total with donor restrictions

Total revenue, gains and other suppor t

EXPENSES
Without donor restrictions
Foundation grants for The Citadel
Other gift grants to The Citadel
Foundation grants for TCREF
Program
General and administrative
Fundraising
Income tax expense
Total without donor restrictions
Total expenses

CHANGE IN NET ASSETS
Without donor restrictions
With donor restrictions
Total change in net assets
Net assets at beginning of the period:
Without donor restrictions
With donor restrictions
Total net assets at beginning of period
Net assets at end of the period:
Without donor restrictions
With donor restrictions
Total net assets at end of period

The Citadel
Foundation
For the Year Ended
December 31, 2019

1,208,084

152,053
218,756
(18,224)
(971,542)
10,674,815
534,153
(139,473)
17,292,500
(669,087)
28,282,035

20,777,886

12,524,747

(1,973,907)
701,493

(17,292,500)
669,087
15,406,806
43,688,841

8,715,147
5,443,716
6,599,175
507,163
1,606,279
4,512,116
6,786
27,390,382
27,390,382

891,653
15,406,806
16,298,459

78,473,109
137,072,482
215,545,591

79,364,762
152,479,288
231,844,050

The Citadel
Brigadier Foundation
For the Year Ended

December 31, 2019

1,869,027
159,479

2,241
56,656

(1,017)
1,048,408
(24,494)
3,110,300

2,362,172
7,550
2,746,357
467,257
(182,325)
(2,207)
(1,048,408)
24,494
4,374,890
7,485,190

2,750,272
221,645
833,719

3,805,636

3,805,636

(695,336)
4,374,890
3,679,554

1,445,980
20,340,862
21,786,842

750,644
24,715,752
25,466,396

The Citadel
Real Estate Foundation
For the Year Ended
December 31, 2019

62,946

6,712,115

6,712,115
6,775,061

366,451
140,597

507,048
507,048

(444,102)
6,712,115
6,268,013

(779,863)
3,000,000
2,220,137

(1,223,965)
9,712,115
$ 8,488,150
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Organization : The Citadel (“The Citadel” or the “College”) is a state-assisted, co-educational
institution of higher education. The College is granted an annual appropriation for operating purposes as
authorized by the South Carolina General Assembly. The appropriation as enacted becomes the legal
operating budget for the institution. The Appropriation Act authorizes expenditures from funds appropriated
from the General Fund of the state and authorizes expenditures of total operating funds. The laws of the state
and the policies and procedures specified by the state for state agencies and institutions are applicable to the
activities of The Citadel. The Citadel was established as an institution of higher education by Section 59-101-
10 of the Code of Laws of South Carolina. The Citadel is a nonmajor, discretely presented component unit of
the state of South Carolina.

The Citadel is governed by the Board of Visitors (“BOV”), which has eleven members, seven members
appointed by the General Assembly, three by The Citadel Alumni Association, and one by the Governor.
The BOV administers, has jurisdiction over, and is responsible for the management of The Citadel.

Reporting Entity : The financial reporting entity, as defined by Governmental Accounting Standards Board
(“GASB”) Statement No. 14, The Financial Reporting Entity, and amended by GASB Statement No. 39,
Determining Whether Certain Organizations are Component Units, and further amended by GASB Statement
No. 61, The Financial Reporting Entity: Omnibus, 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 relationships with the primary government
are such that exclusion would cause the financial statements to be misleading or incomplete. Accordingly, the
financial statements include the accounts of the College, as the primary government, and the accounts of the
following entities as component units:

The Citadel Trust (“The Trust”) was formed in 1991 as a non-profit eleemosynary corporation for the purpose
of investing funds in order to provide scholarship and other financial assistance or support to The Citadel. The
Trust is governed by a Board of Directors appointed by The Citadel BOV. In addition, Citadel employees and
facilities are used for virtually all activities of The Trust. The Trust has been reported as a blended component
unit in the financial statements. The Trust is considered governmental in nature and, therefore, is subject to
the governmental accounting model. Separate financial
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

The Citadel Brigadier Foundation (“TCBF”") is a separately chartered corporation organized exclusively to
receive and manage private funds for support of athletic programs at The Citadel. A board elected by
members of TCBF governs the organization. The Citadel Athletic Director is an ex-officio member of the
TCBF Board of Directors. Funds raised by TCBF are used to provide scholarships for varsity athletes at The
Citadel. Although the College does not control the timing or amount of receipts from TCBF, the majority of
resources, or income thereon, that TCBF holds and invests, is restricted to the activities of The Citadel by the
donors. Because these restricted resources held by TCBF can only be used by, or for the benefit of, the
College, TCBF is considered a discretely presented component unit of the College. TCBF reports its financial
results on a calendar-year basis. Copies of TCBF's separately issued financial statements can be obtained
by sending a request to the following address: The Citadel Brigadier Foundation, 171 Moultrie St., Charleston,
South Carolina 29409.

The Citadel Real Estate Foundation (“TCREF”) was formed and created in January 2016 and is a separately
chartered corporation. TCREF was organized for the specific purpose to operate exclusively for the benefit
of The Citadel, as well as to perform the functions of and to carry out the purposes of The Citadel, by
providing support and assistance to The Citadel in such a manner as determined by TCREF's Board of
Directors. TCREF was created to purchase, receive, hold, invest, reinvest, lease, mortgage, develop, and
administer cash and other property of any nature (real, personal, intangible, or mixed). All directors of
TCREF's Board must be appointed by vote of TCREF's Board, and the Chairman of the Citadel BOV is
entitled to nominate one candidate to represent the BOV which must be approved by TCREF's board. The
Chairman of TCF's Board is entitled to also nominate one candidate to represent TCF which must be
approved by TCREF'’s Board. The Chairman of the BOV, the Chairman of TCF's Board, and the President
of The Citadel serve as ex officio, nonvoting advisers to TCREF's Board. Because TCREF's sole purpose
is to benefit The Citadel, its basic financial statements are discretely presented with those of The Citadel.
TCREF reports its financial results on a calendar year basis. Copies of TCREF’s separately issued financial
statements can be obtained by sending a request to the following address: The Citadel Real Estate
Foundation, 171 Moultrie St., Charleston, South Carolina 29409.

TCF, TCBF, and TCREF are private not-for-profit organizations that report under the Financial Accounting
Standard Board (“FASB”) standards. Because these organizations are deemed not to be governmental
entities and use a different reporting model, their balances and transactions are reported on separate financial
statements. 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 TCF's, TCBF's,
and TCREF's financial information in the College’s financial reporting entity for these differences.

Financial Statements : The financial statements of The Citadel have been prepared in accordance with
accounting principles generally accepted in the United States of America, as prescribed in GASB Statement
No. 34, Basic Financial Statements and Management’'s Discussion and Analysis for State and Local
Governments, and GASB Statement No. 35, Basic Financial Statements and Management’s Discussion and
Analysis for Public Colleges and Universities, and Statement No. 37, Basic Financial Statements — and
Management’s Discussion and Analysis — for State and Local Governments: Omnibus. The financial statement
presentation provides a comprehensive, entity-wide perspective of the College’s net position, revenues,
expenses, and changes in net position, and cash flows that replaces the fund-group perspective previously
required.
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Accounts Receivable : Accounts receivable consists of tuition
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NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

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, deferred inflows/outflows of resources, revenues, and expenditures/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, OTHER DEPOSITS, AND INVESTMENTS

Most deposits and investments of The Citadel are under the control of the State Treasurer who, by law, has
sole authority for investing state funds. Deposits and investments in marketable securities of The Trust,
The Citadel’'s blended component unit, are not under the State Treasurer’s control and are deposited or
invested by financial institutions, brokers, and others specified by trust agreements. The Trust’s investment
in a limited partnership is managed by the partnership’s general partner.

The following schedule reconciles deposits and investments within the footnotes to the Statement of Net
Position amounts:

The The
Statement of Net Position: Citadel Citadel Trust Total
Current assets
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NOTE 2—CASH AND CASH EQUIVALENTS, OTHER DEPOSITS, AND INVESTMENTS, Continued
Deposits

Custodial Credit Risk :
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NOTE 2—CASH AND CASH EQUIVALENTS, OTHER DEPOSITS, AND INVESTMENTS, Continued
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NOTE 2—CASH AND CASH EQUIVALENTS, OTHER DEPOSITS, AND INVESTMENTS, Continued

The Fund’s investment objective is to provide steady gains during market upswings through a diverse array
of public/private and domestic/international investments, while preserving capital during down market
downswings. The Fund is invested as if it is part of the endowment of the University, and the time-weighted
returns for the Fund and the University are blended on a quarterly basis. The assets of the Fund, when
combined with the University’s endowment assets on a pro forma basis, will be invested in accordance with
the University Investment Policy Statement. The Trust's investment in the Fund is subject to an initial
five-year lockup period and withdrawal restrictions.

At June 30, 2020, the fair value of the investment in the Fund was $90,041,099 or 96% of total Trust
investments. The Fund is audited on a semi-annual basis on June 30th and December 315,

Investments — The Citadel Alumni Association

In August 2013, The Trust’s Board of Directors ratified a memorandum of understanding (“MOU”) with The
Citadel Alumni Association (“CAA") which allowed the CAA
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NOTE 2—CASH AND CASH EQUIVALENTS, OTHER DEPOSITS, AND INVESTMENTS, Continued
Investments — Non-Governmental Discretely Presented Component Units , Continued

At December 31, 2019, TCF investments were composed of the following:

Investments carried at fair value Cost Fair Value
Investment in The Richmond Fund, LP $ 159,389,168 $ 192,202,534
Mutual funds — various equities and fixed income 3,677,720 3,951,237
Cash and money market funds 180,081 180,081

Total investments $ 163,246,969 $ 196,333,852
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NOTE 3—FAIR VALUE MEASUREMENTS, Continued

1) The Fund consists of investments in securities and investment funds to achieve investment returns
that mirror that investment returns achieved by the University’s endowment through a blended rate
of return agreement.

a) Each Limited Partner in The Fund has the right to withdraw an amount not to exceed 10% of its
capital account as of the last business day of

38



THECITADEL

TheMilitary Collegeof SouthCarolina
Notesto the FinancialStatements
June30, 2020

NOTE 4—ACCOUNTS RECEIVABLES, Continued
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NOTE 4—ACCOUNTS RECEIVABLES, Continued
Student Loans Receivable

Loans receivable consists of loans made through The Trust’s loan program and loans made through the
Federal Perkins Loan Program. The Trust's student loans receivable are broken down into two
classifications: (1) those payments that will be received within the following fiscal year are classified as
“current portion of loans receivable” and (2) the remaining payments are classified as noncurrent loans
receivable. All Perkins student loans receivable are classified as noncurrent loans receivable.

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 College determines that loans are uncollectible, the loans are written off and
assigned to the U.S. Department of Education. The Trust’s loan program is administered similarly; except
these loans are noncancelable and written-off loans are not assigned to the U.S. Department of Education.
The Trust has provided an allowance for uncollectible loans, which, in management’s opinion, is sufficient
to absorb loans that will ultimately be written off.

Student loans receivable at June 30, 2020 are summarized as follows:

The The
Citadel Citadel Trust Total
Loans receivable $ 5,500 $ 163,559 $ 169,059
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NOTE 5—RESTRICTED ASSETS

The purposes and amounts of restricted assets at June 30, 2020 are as follows:

The The
Asset /Restricted for Citadel Citadel Trust
Current:

Cash and cash equivalents:

Donor/sponsor specified $ 3,934,170 -

Debt service 341,218 -

College administered loan program - 248,189

Capital projects 13,726,330 -
Total cash and cash equivalents $ 18,001,718 248,189
Marketable securities (at fair value):

Donor/sponsor specified $ - 996,721
Investment in limited partnership (at fair value):

Donor/sponsor specified $ - 8,389,674
Contributions Receivable, net:

Donor/sponsor specified $ 242,919 70,668
Accounts Receivable, net:

Donor/sponsor specified $ - 70,123
Student Loans Receivable, net:

College administered loan program $ - 1,050

Noncurrent:

Cash and cash equivalents:

Endowment $ 590,945 525,740

Capital projects 4,238 -

Cash held for other parties 577,525 -
Total cash and cash equivalents $ 1,172,708 525,740
Marketable securities (at fair value):

Endowment $ _ 1,024,167

College administered loan program - 1,336,749

Total marketable securities (at fair value) $ - 2,360,916
Investment in limited partnership (at fair value):

Endowment $ - 67,392,627

College administered loan program ) 45221

Investments held for other parties ) 5,006,801

Total investments in limited partnership (at fair value) $ - 72,444,649
Contributions Receivable, net:

Donor/sponsor specified $ 500,017 252,235
Student Loans Receivable, net:

Federal Perkins Loan Program $ 5,500 R
Cash Surrender Value of Li