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Crowe Horwath.
Crowe Horwath LLP
Independent Member Crowe Horwath International

INDEPENDENT AUDITOR’S REPORT

Management and Board of Trustees
Central State University
Wilberforce, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of Central State
University (the “University”), a component unit of the State of Ohio, and its discretely presented component unit
as of and for the years ended June 30, 2017 and 2016, and the related notes to the financial statements, which
collectively comprise the University’s basic financial statements as listed in the table of contents.

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.

Auditor’'s Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted our
audits in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. 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 entity’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 opinions.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities of Central State University and its discretely presented
component unit as of June 30, 2017 and 2016, and the respective changes in its financial position and, where
applicable, cash flows thereof for the years then ended in accordance with accounting principles generally
accepted in the United States of America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's
Discussion and Analysis (MD&A) on pages 3 to 10, the Schedules of the University’s Proportionate Share of
the Net Pension Liability on pages 47 and 48, and the Schedules of the University’s Contributions on pages 49
and 50, be presented to supplement the basic financial statements. Such information, although not a part of the
basic financial statements, is required by 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.

Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the University’s basic financial statements as a whole. The accompanying schedule of expenditures
of federal awards as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for
purposes of additional analysis 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 financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain other 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
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Report on Other Legal and Regulatory Requirements

In accordance with Government Auditing Standards, we have also issued our report dated the same date as
this report on our consideration of Central State University’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant 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 Central State University’s internal control over financial

reporting and compliance.

Crowe Horwath LLP

Columbus, Ohio
October 13, 2017




CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

This section of Central State University’s (the “University”) annual financial report presents management’s
discussion and analysis of the financial performance of the University during the fiscal years ended
June 30, 2017, 2016, and 2015. This discussion should be read in conjunction with the accompanying
financial statements and notes. Management has prepared the financial statements and the related note
disclosures along with the discussion and analysis. Responsibility for the completeness and fairness of
this information rests with the University’s administration.

Using this Report

The University’s annual report consists of a series of financial statements prepared in accordance with
Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements and
Management’s Discussion and Analysis - for State and Local Governments, Governmental Accounting
Standards Board Statement No. 35, Basic Financial Statements - and Management’s Discussion and
Analysis - for Public Colleges and Universities as amended by Governmental Accounting Standards
Board Statement No. 37, Basic Financial Statements — and Management’s Discussion and Analysis — for
State and Local Governments: Omnibus and Governmental Accounting Standards Board Statement
No. 38, Certain Financial Statement Note Disclosure

The financial statements prescribed by GASB Statement No. 35 (the statement of net position, statement
of revenue, expenses, and changes in net position, and the statement of cash flows) are prepared under
the accrual basis of accounting, whereby revenue and assets are recognized when the service is
provided and expenses and liabilities are recognized when others provide the service, regardless of when
cash is exchanged. The financial statements focus on the financial condition, the results of operations,
and the impact on cash flows of the University as a whole.

One of the most important questions asked about the University’s finances is whether the University as a
whole is better off, or worse off, as a result of the current year’s activities. The keys to understanding this
guestion are the statement of net position, the statement of revenue, expenses, and changes in net
position, and the statement of cash flows. These statements present financial information in a form
similar to that used by corporations. The University’s net position is one indicator of its financial health.

The statement of net position includes all assets, deferred outflows, liabilities and deferred inflows of the
University. Changes in net position are an indicator of the improvement or erosion of the University’s
financial health when considered with nonfinancial facts, such as enrollment levels, changes in state
funding and facility changes.

The statement of revenue, expenses, and changes in net position presents the revenue earned and the
expenses incurred during the year. Activities are reported either as operating or nonoperating. The
financial reporting model reflects treatment of state and local appropriations, as well as gifts, as
nonoperating revenue. Since dependency on State of Ohio and certain federal grants is recognized as
nonoperating under accounting principles generally accepted in the United States of America, a public
university normally presents operating results as a deficit. The utilization of long-lived assets, primarily
capital assets, is reflected in the financial statements as depreciation, which amortizes the cost of an
asset over its expected useful life.

Another important factor to consider when evaluating the University’s financial viability is its ability to meet
financial obligations as they mature. One measure of this factor is the University’s working capital, or the
relationship of its current assets less its current liabilities.

The statement of cash flows presents the information related to cash inflows and outflows. These cash
inflows and outflows are summarized by operating, noncapital financing, capital and related financing,
and related investing activities. This statement illustrates the University’s sources and uses of cash and
helps measure the ability to meet financial obligations as they mature.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

The University follows GASB Statement No. 61, The Financial Reporting Entity: Omnibus. As such,
Central State University Foundation’s (the “Foundation”) financial statements and notes have been
discretely incorporated into the University’'s financial statements.

During fiscal year 2015, the University adopted GASB Statement No. 68, Accounting and Financial
Reporting for Pensions. The provisions of this Statement were effective for periods ending June 30,
2015.

Analysis of Results of Operations

Total revenue for the years ended June 30, 2017 and 2016 was $59.0 million and $57.2 million,
respectively, of which operating revenue totaled $29.6 million and $27.0 million, respectively. Operating
revenue in fiscal year 2017 increased $2.6 million, or 9.6 percent, when compared with fiscal year 2016.

Total revenue for the years ended June 30, 2016 and 2015 was $57.2 million and $69.3 million,
respectively, of which operating revenue totaled $27.0 million and $25.2 million, respectively. Operating
revenue in fiscal year 2016 increased $1.8 million, or 7.2 percent, when compared with fiscal year 2015.

Total operating expenses for the years ended June 30, 2017 and 2016 were $54.3 million and $52.1
million, respectively. Operating expenses increased $2.2 million, or 4.2 percent, when compared with
fiscal year 2016.

Total operating expenses for the years ended June 30, 2016 and 2015 were $52.1 million and $50.7
million, respectively. Operating expenses increased $1.4 million, or 2.7 percent, when compared with
fiscal year 2015.

The University’s operating loss totaled $24.7 million during 2017 compared to $25.1 million in 2016, which
represented a favorable decrease in the operating loss of $0.4 million, or 1.6 percent.

The University’s operating loss totaled $25.1 million during 2016 compared to $25.5 million in 2015, which
represented a favorable decrease in the operating loss of $ .4 million, or 1.6 percent.

The University’s total net position increased $4.0 million during 2017 compared to an increase of $4.5
million during 2016, which represents a favorable improvement of $0.3 million.

The University’s total net position increased $4.5 million during 2016 compared to a decrease of $7.8
million during 2015, which represents a favorable improvement of $12.3 million.

The $2.6 million increase in operating revenue was related to increases of $2.2 million in Federal grants
and contracts, $1million in State, local and private grants and contracts and $1.6 million from other
sources; This was offset by decreases in tuition and fees of $1.7million and $0.5 million in auxiliary
revenue.

Student enrollment increased 5.9 percent in fall fiscal year 2017 compared to fall fiscal year 2016; tuition
and fees did not increase due state tuition freeze and room and board also did not increase. The Out of
State surcharge was reduced from $3841 to $925 for all incoming freshmen and transfer students and
from $3,841 to $50 for all continuing students with effect from the Fall 2016 semester.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

Operating revenue increased by $1.9 million in fiscal year 2016 compared to 2015. The increase was
related to increases of $0.3 million in tuition and fees due to the 3 percent increase in enroliment, Federal
and State Land Grant revenue $1.3 million; Auxiliary revenue $0.8 million as a result of higher on-campus
residency and 28.7% general fee increase from 2015. The general fee increase was due to the
introduction of a University Center fee, removing the mandatory fee and redistributing it between other
components of the general fee.

Student enrollment decreased 15.3 percent in fall fiscal year 2015 compared to fall fiscal year 2014;
tuition and fees increased $188 per annum (the state maximum), while room and board were increased 3
percent for 2015 when compared to 2014 amounts. The increase in fees did not offset the $3.2 million
decrease in operating revenue as a result of the enrollment drop. The decreases of $1.1 million in tuition
and fees and $1.5 million in auxiliary income were directly related to this drop. The decreases in Federal
and State Grants $.7 million (Center for Excellence STEM Grants) and $0.2 million in indirect cost
recovery which is directly related to grant activity.

A breakdown and comparison of operating revenues are provided below:

2017 2016 2015

Operating Revenue (in millions)

Tuition and fees - Net $ 49 $ 65 $ 6.2
Federal grants and contracts 9.2 7.0 6.6
State, local, and private grants and contracts 2.3 1.2 0.7
Indirect cost recovery 0.3 0.4 0.3
Auxiliary activities - Net 9.1 9.7 8.9
Other sources 3.8 2.2 2.5
Total 29.6 27.0 25.2

A breakdown and comparison of non-operating revenue are as follows:

2017 2016 2015

Non-operating Revenue (Expenses) (in millions)

Federal Pell grant appropriations $ 63 $ 62 $ 6.6
State appropriations 16.5 17.7 18.1
Interest expense (0.7) (0.6) (0.4)
Gain on disposal of capital assets, net 0.2 0.2 0.1
Total 22.3 $ 235 $ 244

State appropriations include core funding sources composed of the State’s Share of Instructional Support
(SSIS) and the Central State University Supplement.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

A breakdown and comparison of state appropriation revenues are as follows:

2017 2016 2015

State Appropriations (in millions)

State Share of Instructional Support $ 55 $ 66 $ 7.0
Central State supplement 11.0 111 111
Total $ 165 $ 177 $ 18.1

The decrease in State of Ohio funding from 2016 to 2017 was primarily due to Central State supplement
decrease of $1.1 million, or 16.7 percent.

The decrease in State of Ohio funding from 2015 to 2016 was primarily due to Central State supplement
decrease of $0.4 million, or 5.7 percent. This decrease is a result of the reduction in the Access
Challenge and Plant Operation and Maintenance (POM) funding in the State Share of Instruction.

Operating expenses include educational and general, auxiliary enterprises, restricted funding from grants
and contracts, and depreciation. A breakdown and comparison of these expenses are as follows:

2017 2016 2015

Expenses (in millions)

Instruction $ 95 $ 96 $ 96
Research 1.6 1.1 0.8
Student services 3.8 3.1 2.7
Academic support 5.7 5.4 6.0
Public services 3.3 2.3 2.1
Institutional administration 4.4 57 5.9
Operation and maintenance of plant 55 4.7 4.3
Auxiliary enterprises 11.6 12.3 11.2
Student aid 3.1 2.7 2.9
Depreciation 5.8 5.2 5.2
Total $ 543 $ 521 $ 507

Central State University’s operating expenses during 2017 reflected a $2.1 million increase in operating
expenses, totaling $54.3 million in 2017 as compared to $52.1 million in 2016. The increase in expenses
was primarily related to an increase in research ($0.5 million), student services ($0.7m), academic
support ($0.3 million), public services ($1.0 million), operation of plant ($0.8 million), student services
($0.4 million), depreciation ($0.6 million) and offset by a decrease in instruction ($0.1 million) institutional
support ($1.3 million) and auxiliary enterprises ($0.7 million).

Central State University’s operating expenses during 2016 reflected a $1.4 million increase in operating
expenses, totaling $52.1 million in 2016 as compared to $50.7 million in 2015. The increase in expenses
was primarily related to an increase in auxiliary enterprises ($1.1 million), public service ($0.2 million),
operation of plant ($0.3 million), research ($0.3 million), student services ($0.4 million) and offset by a
decrease in scholarships ($0.2 million) institutional support ($0.2 million) and academic support ($0.6
million). The unfavorable increase in expenses from 2015 reflect the increases in grant activity (Land
Grant), enrollment infrastructure investments (Royall & Co.) and auxiliary enterprises (housing and
dining).  The increased activity of the Land Grant program and the refinance of Wesley Village
Residential Halls will drive more expense but the revenue and investment funding from these two
activities are building capacity for the future and prepares the institution for continued growth and stability.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

Analysis of Overall Financial Position

At June 30, 2017, current assets totaled $11.9 million, as compared to $21.3 million at June 30, 2016, a
decrease of $9.2 million. The decrease in current assets was primarily attributable to a $2.2 million
decrease in cash and cash equivalents and a decrease in accounts receivable of $7.6 million offset by a
$0.4 million increase in amounts due from CSU Foundation. The decrease in accounts receivable is due
to timing differences in billing and a change in collection policies, together with a more aggressive
approach to enforcing these policies. Current liabilities at June 30, 2017, as compared to June 30, 2016,
totaled $7.6 million and $18.0 million, respectively, a decrease of $10.4 million. The decrease in current
liabilities was primarily attributable to a decrease of $9.8 million in unearned student fee revenue, $0.3
million in other unearned revenue, $0.2 million in accrued salaries, wages and benefits, and $0.1 million
in accounts payable. The decrease in unearned student fee revenue is due to a change in timing of
invoicing for fall tuition and fees. The University’s working capital ratios at June 30, 2017 and 2016 were
1.59 and 1.18, respectively

At June 30, 2016, current assets totaled $21.3 million, as compared to $9.5 million at June 30, 2015, an
increase of $11.8 million. The increase in current assets was primarily attributable to a $9.5 million
increase in accounts receivable due to pre-billing student accounts for FY17 and a $2.1 million increase
in cash and cash equivalents. Current liabilities at June 30, 2016, as compared to June 30, 2015, totaled
$18.0 million and $6.7 million, respectively, an increase of $11.3 million. The increase in current liabilities
was primarily attributable to an increase of $10.5 million in unearned student fee revenue, $1.8 million in
other unearned revenue, offset by a decrease of $0.9 million in accrued salaries, wages and benefits, and
$0.8 million in other liabilities. The University’s working capital ratios at June 30, 2016 and June 30, 2015
were 1.18 and 1.41, respectively.

Noncurrent assets are comprised of capital assets and restricted cash and cash equivalents. The $3.4
million increase in the University’s noncurrent assets, which total $125.4 million at June 30, 2017 and
$122 million at June 30, 2016, is associated with a $3.4 million increase in buildings, equipment, and
construction in progress

Noncurrent assets are comprised of capital assets and restricted cash and cash equivalents. The $14.6
million increase in the University’s noncurrent assets, which total $122 million at June 30, 2016 and
$107.4 million at June 30, 2015, is associated with a $14.1 million increase in buildings, equipment, and
construction in progress and an increase of $0.5 million of restricted cash used in the construction of the
buildings.

The University’s noncurrent liabilities at June 30, 2017 total $59.1 million, as compared to $54.0 million at
June 30, 2016. The $5.1 million increase is primarily attributed to an increase in the net pension liability
of $6.6 million, primarily due to assumption changes made by OPERS, offset by a decrease in long-term
debt of $1.5million.

The University’s noncurrent liabilities at June 30, 2016 total $54.0 million, as compared to $40.4 million at
June 30, 2015. The $13.6 million increase is primarily attributed to an increase in long-term debt of $11.1
and an increase in the net pension liability of $2.5 million.

The University’s net position was $77 million at June 30, 2017 and $72.8 million at June 30, 2016. The
University's net position was $72.8 million at June 30, 2016 and $68.3 million at June 30, 2015.

Net Pension Liability

During fiscal year 2015, the University adopted GASB Statement No. 68, Accounting and Financial
Reporting for Pensions - an amendment of GASB Statement No. 27 and GASB Statement No. 71,
Pension Transition of Contributions Made Subsequent to the Measurement Date - an amendment of
GASB Statement No. 68. These statements significantly revise accounting for pension costs and
liabilities.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

Capital Assets and Long-term Debt Activity

The University utilizes state capital appropriations for capital asset expenditures. State capital
appropriations are on a biennium basis, and individual institutions’ capital funding allocations are based
largely on enrollment as well as appropriations for new facilities. During 2017, the University utilized $6.4
million in state capital appropriations. During 2016, the University utilized $6.1 million in state capital
appropriations.

The University’s long-term debt is comprised of notes payable to the Department of Education, bonds
issued during 2013 under the State of Ohio Air Quality Development Authority Tax Exempt Revenue
Bond program for $16.6 million and a loan payable obtained during fiscal year 2016 from The Bank of
New York Mellon Trust of $13.1 million. During 2017, this was transferred to Regions Bank. The
University completed their capital lease obligations in fiscal year 2016. During 2016, the University paid
$1.6 million in connection with debt maturities. The University is in compliance with all of its contractual
long-term debt requirements and covenants.

A breakdown and comparison of the University’s balance sheet as of June 30, 2017, 2016, and 2015 are
provided below:

2017 2016 2015

Balance Sheet (in millions)

Assets:
Current assets $ 121 $ 213 $ 95
Noncurrent assets:
Restricted cash and equivalents 2.1 2.0 15
Capital assets - Net 123.3 _ 120.0 _ 105.9
Total assets 1375 143.3 116.9
Deferred outflows of resources 8.2 53 1.7
Liabilities:
Current 7.6 18.0 6.7
Noncurrent 59.1 54.0 40.4
Total liabilities 66.7 72.0 47.1
Deferred Inflows of Resources — Pension costs 2.0 3.8 3.2
Net position:
Invested in capital assets Net 97.2 92.0 89.5
Restricted - expendable (0.8) 0.2 0.3
Unrestricted (19.4)  (19.4) (21.5)
Total net position $ 770% 728 $ 68.3

Statement of Cash Flows

Net cash used in operating activities was $20.2 million, $19.2 million, and $23.9 million in 2017, 2016,
and 2015, respectively. In 2017, cash flows from operating activities were primarily comprised of tuition
and fees ($5.5 million), grants and contracts ($6.7 million), auxiliary enterprise charges ($2.3 million) and
other receipts of ($3.8 million), which were offset by payments to suppliers and employees of $38.5
million.

Cash flows from noncapital financing activities were $23 million, $24.1 million, and $24.7 million in 2017,
2016, and 2015, respectively. In 2017, these were comprised of State of Ohio appropriations of $16.5
million, Federal Pell Grants of $6.3 million, and offsetting federal loan receipts and disbursements.

(Continued)



CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

Cash used in capital and related financing activities for 2017 as $4.9 million, while net cash flow in 2016
and 2015 was $2.3 million and $4.1 million, respectively. In 2017, cash flows from capital grants and gifts
was $6.4 million. This was offset by purchase of capital assets and construction of $9.2 million, principal
payment on capital debt $1.5 million, and interest on capital debt $0.7 million. In 2016, these were
comprised of State of Ohio appropriations of $17.7 million, Federal Pell Grants of $6.2 million, and
offsetting federal loan receipts and disbursements. Cash used in capital and related financing activities
for 2016 was $2.3 million, while net cash flow in 2015 and 2014 was $4.1 million and $15.0 million,
respectively. In 2016, cash flows from capital grants and gifts was $6.1 million and cash flows from the
principal on capital debt was $13.2 million. This was offset by purchase of capital assets and construction
of $19.2 million, principal payment of capital lease of $0.1 million, principal payment on capital debt $1.6
million, and interest on capital debt and capital lease $0.6 million.

The net change in cash and cash equivalents was an increase of $2.2 million in 2017, an increase of $2.6
million in 2016, and a decrease of $3.2 million in 2015. Year-end cash and cash equivalents for 2017,
2016, and 2015 were $6 million, $8.1 million, and $5.6 million, respectively.

A breakdown and comparison of the University’s statement of cash flows for the years ended 2017, 2016,
and 2015 are provided below:

2017 2016 2015

Cash Flows Activities (in millions)

Cash flows from operating activities $ (20.2) $ (19.2) $ (23.9)
Cash flows from noncapital financing activities 23.0 24.1 24.7
Cash flows from capital and related financing activities (4.9 (2.3) (4.1)
Net increase (decrease) in cash and cash equivalents (2.1) 2.6 (3.3)
Cash and cash equivalents - Beginning of year 8.1 5.5 8.8
Cash and cash equivalents - End of year $ 60 $ 81 $ 55

Factors Impacting Future Periods

Central State University aspires to be a premier institution of excellence in teaching and learning that
embraces diversity and produces graduates with knowledge, skills, and dispositions to make valuable
contributions in a global society. The designation of an 1890 Land Grant Institution is now firmly
integrated into our mission and our long term plans. The University’s future includes growth in
undergraduate research opportunities; new undergraduate and graduate degree programs in STEM-Ag;
global exchange opportunities for students and faculty with international partner institutions; an expanding
footprint both physically and online; extension services and training to local farmers; and working with
local business communities to offer professional development services to meet needs of an ever-
changing workforce. These opportunities open the door to new collaborations with Ohio’s agricultural
industries and new enrollment opportunities we haven't had previously.

The University’s strategic plan is our guide for the future. This plan thoroughly founded in our three
tenets; service, protocol, and civility form our roadmap to the future. The three tenets, along with the
University continues to implement the plan issued in accordance with HB 153, to reach an enrollment
attainment of 2,500 students over the next few years as the University continues to focus on course
completion, retention and graduation. This refocused strategy is strongly supported by the leadership’s
compelling priorities of (1) quality academic experience, (2) targeted student enrollment, (3) reduced time
to degree, (4) improved retention rates, (5) development of graduates with knowledge, skills, and
disposition for professional placement in schools and professional careers, and (6) efficient and effective
operations. These priorities align directly with the governor's goals for higher education as well as the
2012 Chancellor’s Plan for Advancing Progress at Central State.
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CENTRAL STATE UNIVERSITY
MANAGEMENT'’S DISCUSSION AND ANALYSIS (UNAUDITED)
June 30, 2017 and 2016

The University ended FY2016 continuing its improvement in fiscal health. Cash balances and monthly
expenses were controllable and predictable and matched with our revenues. New revenue sources and
state capital investment have bolstered our capacity and our ability to increase our operating efficiency.
As a result, Central State University SB-6 composite score, excluding GASB 68, was 2.8. This
improvement in the ratio led to our removal from Fiscal Watch and recognition from the Ohio State Auditor
and Chancellor that the University had removed or significantly addressed the issues that led to our
financial challenges. This significant improvement in the University’s fiscal health documented our
commitment to sustainability and that our plans for the future were on track and ready to implement.

The University is continuing its focus on increasing its capacity through enroliment growth and capital
investment. The Fall 17 class was the largest freshman class in the last five years. This class of over 800
new first time students led to an overall increase in enrollment of 3% and 15% in our on-campus
residency. This expected growth in enroliment and on-campus residency generates additional revenue
and additional financial benefits for the University. In addition, the University has over $20 million in
small and large capital projects ongoing. Projects such as, $4.5 million in Library renovations, $3.5 million
in Information Technology upgrades, $3.8 million in road and sidewalk repairs, $1.9 million in campus
security, $1.5 million in HYAC updates and $2.1 million in Land Grant renovations to Emery Hall. We are
also in negotiations with a developer on a public private partnership for a 250 bed $19 million dollar
residential facility for next fall. These projects are all in support of our continued enrollment growth,
capacity building and sustainability of the campus and our long-term plans.

The University is focused on securing its future. In support of this future the University has petitioned to
be annexed by the city of Xenia. This action will provide the University with significant operational
savings and increased capacity and support for the campus infrastructure. This partnership with Xenia
positions Central State University as the largest employer in the city and establishes the University as a
major player in the economic development of the region. The opportunity for growth and partnership with
a municipality is key to our growth plans and our plans to be an economic engine in this area. This
annexation was initiated by the University and approved by the University’s Board of Trustees.

Fiscal Watch Removal

Central State University was placed on Fiscal Watch on April 21, 2015. The composite scores for the
period July 1, 2013 to June 30, 2014 were (1.3 and 1.0, respectively) below 1.75 for two consecutive
years. Pursuant to (Ohio Administrative Code Chapter 126:3-1) paragraph C, the Chancellor shall
declare fiscal watch if any of the criteria set forth in paragraph B has been satisfied for reasons other than
natural disaster. The University met and followed all the mandates of the Fiscal Watch statute and on
April 5, 2017 the University, having achieved a SB-6 ratio above 2.4 and having fully remediated and in
the process of remediating all issues that led to fiscal watch, was released from Fiscal Watch by the
Chancellor, Ohio Department of Higher Education.
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CENTRAL STATE UNIVERSITY
STATEMENTS OF NET POSITION
June 30, 2017 and 2016

Current assets
Cash and cash equivalents

Accounts receivable - Net of allowance of approximately
$13.9 million at June 30, 2017 and $15.5 million

at June 30, 2016
Due from CSU Foundation
Inventory
Prepaid assets
Total current assets

Noncurrent assets
Restricted cash and cash equivalents
Capital assets — net
Total noncurrent assets

Total assets

Deferred outflows of resources
Pension

Current liabilities
Deposits
Accounts payable
Accrued salaries, wages, and benefits
Unearned student fee revenue
Current portion of long-term debt
Other liabilities
Other unearned revenue
Total current liabilities

Noncurrent liabilities
Long-term debt
Long-term liabilities
Net pension liability
Total noncurrent liabilities

Total liabilities

Deferred inflows of resources
Pension

Net position
Net investment in capital assets
Restricted expendable - grants
Unrestricted

Total net position

2017 2016
$ 3,933,617 $ 6,118,715
6,335,570 13,897,312
1,476,798 1,183,933
- 500
173,418 60,388
11,919,403 21,260,848
2,065,770 2,043,283
123,290,144 119,951,441
125,355,914 121,994,724
$137,275,317  $143,255,572
$ 8,271,220 $ 5,278,338
368,445 424,880
2,906,561 3,084,464
755,499 10,515,832
1,528,041 1,495,604
79,748 109,016
1,988,728 2,338,560
7,627,022 17,968,356
24,918,597 26,446,638
729,343 682,868
33,447,272 26,832,141
59,095,212 53,961,647
66,722,234 71,930,003
2,005,534 3,802,949
97,173,639 92,013,683
- 229,347
(20,354,870) (19,442,072)
$ 76,818,769 $ 72,800,958

See accompanying notes to financial statements.
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CENTRAL STATE UNIVERSITY

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

Years ended June 30, 2017 and 2016

Operating revenue
Tuition and fees
Less grants and scholarships
Tuition and fees, net

Federal grants and contracts

State, local, and private grants and contracts

Indirect cost recovery

Auxiliary activities

Less grants and scholarships
Auxiliary activities, net

Other sources

Total operating revenue

Operating expenses
Instruction
Research
Student services
Academic support
Public services
Institutional administration

Operation and maintenance of plant

Auxiliary enterprises
Student aid
Depreciation

Total operating expenses

Operating loss

Nonoperating revenue (expenses)
Federal Pell Grant appropriations

State appropriations
Investment income

Interest expense

Other restricted nonoperating

revenue

Net nonoperating revenue

Income - before other revenue

Other revenue - State capital appropriations

Increase (decrease) in net position

Net position - beginning of year

Net position - end of year

2017 2016
$ 8,333,744 $ 10,129,444
(3.471,603) (3.596,913)
4,862,141 6,532,531
9,204,736 7,013,307
2,274,254 1,245,525
313,406 364,846
14,812,291 14,470,329
(5,669,283) (4,815,151)
9,143,008 9,655,178
3,782,591 2,199,090
29,580,136 27,010,477
9,508,009 9,599,516
1,640,999 1,096,344
3,783,794 3,154,893
5,675,660 5,483,061
3,315,945 2,271,270
4,446,386 5,663,610
5,460,856 4,677,848
11,630,598 12,272,518
3,059,102 2,725,397
5,786,450 5,176,273
54,307,799 52,120,730

(24,727,663)

(25,110,253)

6,306,314 6,175,484
16,531,849 17,734,188
7,168 1,668
(717,249) (599,120)
192,512 192,719
22,320,594 23,504,939
(2,407,069) (1,605,314)
6.424,880 6,132,182
4,017,811 4,526,868
72,800,958 68,274,090
$ 76,818,769 $ 72,800,958

See accompanying notes to financial statements.

12.



CENTRAL STATE UNIVERSITY
STATEMENTS OF CASH FLOWS
Years ended June 30, 2017 and 2016

Cash flows from operating activities
Tuition and fees
Grants and contracts
Payments to suppliers and employees
Auxiliary enterprise charges
Other
Net cash used in operating activities

Cash flows from noncapital financing activities
Federal Pell grant
State appropriations
Other
Federal loan receipts
Federal loan disbursements
Net cash from noncapital financing activities

Cash flows from capital and related financing activities
Capital grants and gifts received
Purchase of capital assets and construction in progress
Principal borrowing of capital debt
Principal paid on capital debt
Principal paid on capital lease
Interest paid on capital debt
Net cash from capital and related financing activities

Cash flows from investing activities - interest on investments
Net change in cash and cash equivalents

Cash and cash equivalents - beginning of year

Cash and cash equivalents - end of year

Reconciliation of net operating loss to net cash from
operating activities
Operating loss
Adjustments to reconcile operating loss to net cash from
operating activities:
Depreciation expense
Changes in operating assets and liabilities
which (used) provided cash:
Accounts receivable
Inventories, prepaids, and other assets
Accounts payable
Accrued salaries, wages, and benefits
Pension
Other liabilities
Unearned revenue and student deposits

Net cash used in operating activities

2017

$ 5,492,457
6,663,838
(38,520,774)
2,327,561
3,996,567

2016

$ 10,223,582
5,325,533
(39,146,010)
2,197,811
2,199,091

(20,254,327)

(19,199,993)

6,306,314 6,175,484
16,531,849 17,734,188
192,512 192,719
13,574,796 14,741,528
(13,574,796)  _ (14,741,528)
23,030,675 24,102,391
6,424,880 6,132,182
(9,158,155)  (19,230,457)

- 13,162,315

(1,495,604) (1,623,332)

- (120,817)

(717,249) (599,120)
(4,946,128) (2,279,230)
7,168 1,670
(2,162,612) 2,624,839
8,161,999 5,537,160

$ 5999387 $ 8161,999

$ (24,727,663)

$ (25,110,253)

5,786,450 5,176,273
7,268,878 (10,056,624)
(112,530) 336,060
(56,435) (107,338)
(177,903) (198,742)
1,824,646 (489,821)
50,395 (782,163)
(10,110,165) 12,032,615

$ (20.254,327)  $ (19,199,993)

See accompanying notes to financial statements.
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CENTRAL STATE UNIVERSITY FOUNDATION

AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

June 30, 2017 and 2016

Assets
Cash and cash equivalents
Contributions receivable, net
Other receivables
Prepaid expenses

Total current assets

Investments

Restricted cash and cash equivalents

Capital assets, net
Total assets

Liabilities
Accounts payable

Payable to Central State University

Accrued interest payable
Current portion of long-term debt

Total current liabilities

Long-term debt, net of unamortized financing costs
of $954,083 and $1,045,457 for 2017 and 2016,

respectively
Total liabilities
Net Assets
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets

Total liabilities and net assets

2017 2016
$ 3,193,968 $ 1,698,257
5,008 3,705
1,708 1,797
6,233 6,233
3,206,917 1,709,992
3,694,186 4,410,329
3,274,192 3,549,556
11,146,630 11,570,744
$ 21,321,925 $ 21,240,621
$ 25,323 % 29,153
1,476,798 1,183,933
380,138 393,144
595,000 570,000
2,477,259 2,176,230
13,330,540 13,813,082
15,807,799 15,989,312
192,547 230,731
2,724,730 2,447,213
2,596,849 2,573,365
5,514,126 5,251,309
$ 21321925 $ 21,240,621

See accompanying notes to consolidated financial statements.
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CENTRAL STATE UNIVERSITY FOUNDATION
AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS (DEFICIT)

Year ended June 30, 2017 with comparative totals for 2016

2017 2016
Temporarily Permanently
Unrestricted Restricted Restricted Total Total
Revenue
Rental revenue $ 3,022,440 $ - $ - $ 3,022,440 $ 2,996,789
Contributions 337,477 160,845 23,484 521,806 600,364
Other 82,053 121,833 - 203,886 697,242
Investment income 34,859 412,560 - 447,419 75,188
Net assets released from restrictions 417,721 (417,721) - - -
Total revenue 3,894,550 277,517 23,484 4,195,551 4,369,583
Expenses
Programs:
Scholarship programs 186,603 - - 186,603 266,490
Athletic programs 150,643 - - 150,643 151,876
Academic programs 127,100 - - 127,100 272,090
Institution programs 285,806 - - 285,806 800,840
Student support programs 54,452 - - 54,452 33,895
Housing programs 2,716,951 - - 2,716,951 2,778,449
Operating expenses 402,345 - - 402,345 89,154
Fundraising expenses 8,834 - - 8,834 103,129
Total expenses 3,932,734 - - 3,932,734 4,495,923
Increase in net assets (38,184) 277,517 23,484 262,817 (126,340)
Net Assets - beginning of year 230,731 2,447,213 2,573,365 5,251,309 5,377,649
Net Assets - end of year $ 192547 $ 2,724,730 $ 2596849 $ 5,514,126 $ 5,251,309

See accompanying notes to consolidated financial statements.
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CENTRAL STATE UNIVERSITY FOUNDATION
AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS (DEFICIT)
Year ended June 30, 2016

Temporarily Permanently
Unrestricted Restricted Restricted Total
Revenue
Rental revenue $ 2,996,789 $ -8 - $ 2,996,789
Contributions 181,095 397,743 21,526 600,364
Other 580,203 117,039 - 697,242
Investment income 34,930 40,258 - 75,188
Net assets released from restrictions 508,165 (508,165) - -
Total revenue 4,301,182 46,875 21,526 4,369,583
Expenses
Programs:
Scholarship programs 266,490 - - 266,490
Athletic programs 151,876 - - 151,876
Academic programs 272,090 - - 272,090
Institution programs 800,840 - - 800,840
Student support programs 33,895 - - 33,895
Housing programs 2,778,449 - - 2,778,449
Operating expenses 89,154 - - 89,154
Fundraising expenses 103,129 - - 103,129
Total expenses 4,495,923 - - 4,495,923
Increase in net assets (194,741) 46,875 21,526 (126,340)
Net Assets - beginning of year 425,472 2,400,338 2,551,839 5,377,649
Net Assets - end of year $ 230,731 $ 2447213 $ 2573365 $ 5,251,309

See accompanying notes to consolidated financial statements.
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CENTRAL STATE UNIVERSITY FOUNDATION
AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF CASH FLOWS
Years ended June 30, 2017 and 2016

2017 2016
Cash flows from operating activities
Increase (Decrease) in net assets $ 262,817 $  (126,340)
Adjustments to reconcile increase (decrease) in net assets
to net cash from operating activities:
Depreciation 424,114 424,114
Amortization of issuance costs 91,374 93,297
Amortization of bond discount 19,000 20,462
Contributions restricted for long-term investment (23,484) (21,526)
Unrealized loss (gain) on investments (300,733) 81,119
Changes in operating assets and liabilities:
Contributions receivable (1,214) 2,614
Accounts payable 270,935 254,480
Accrued interest payable (13,006) (36,213)
Net cash from operating activities 747,803 692,007
Cash flows from investing activities
Purchases of investments (3,927,404) (1,344,161)
Sale of investments 4,946,464 1,337,104
Net cash from investing activities 1,019,060 (7,057)
Cash flows from financing activities
Principal payment on bonds payable (570,000) (1,395,000)
Contributions restricted for long-term investment 23,484 21,526
Net cash from financing activities (546,516) (1,373,474)
Net change in cash and cash equivalents 1,220,347 (688,524)
Cash and cash equivalents - beginning of year 5,247,813 5,936,337
Cash and cash equivalents - end of year $ 6,468,160 $ 5,247,813
Supplemental Information
Cash paid for interest $ 773,301 $ 835,879

See accompanying notes to consolidated financial statements.
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CENTRAL STATE UNIVERSITY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

Central State University (the “University”) is a co-educational, degree-granting university located in
Wilberforce, Ohio. The University was originally established in 1887 by the General Assembly of the
State of Ohio and is considered a component unit of the State of Ohio. The University continued to
expand degree programs, which resulted in a granting of university status in 1965 by Statutory Act under
Chapter 3343 of the Ohio Revised Code. The University is governed by a board of trustees appointed by
the governor with the advice and consent of the State Senate. The University offers undergraduate
degrees in arts and science, business, teacher education, and technology. The University also has a
branch facility, CSU-Dayton, located in Dayton, Ohio.

In early 2014, the University was designated as an 1890 land-grant institution which will enable the
University to receive the benefits of the Morrill Act of 1890, legislation that provides support for
agricultural and scientific research and education.

The Central State University Foundation (the “Foundation”) is being discretely presented as part of the
University reporting entity (although it is a legally separate entity and governed by its own board of
directors) because its sole purpose is to provide support for the University in accordance with GASB
Statement No. 39. Separate statements for the Foundation may be obtained through the state of Ohio
auditor’'s web site. The Foundation is a private organization that reports under FASB standards. As such,
certain revenue recognition criteria and presentation features are different from those under the GASB.
No modifications have been made to the Foundation financial information included in the University’'s
financial report to account for these differences.

The Foundation is an Ohio nonprofit corporation and is exempt from federal income taxes under Section
501(c)(3) of the Internal Revenue Code. The Foundation was formed to receive contributions, which are
to be used to support the educational undertakings of Central State University. The Foundation
established and owns Marauder Development, LLC, (“Marauder”), an Ohio limited liability corporation,
that was formed to develop property for the use of Central State University. The financial operations of
Marauder, which maintains a fiscal year end of August 31, have been consolidated within these financial
statements. The Foundation also established Marauder West, LLC an Ohio limited liability corporation,
which was formed to purchase property in Dayton for the location of the CSU - Dayton campus. Central
State University Foundation and its wholly owned subsidiaries, Marauder and Marauder West, LLC, have
been consolidated within these financial statements. All significant intercompany accounts and
transactions have been eliminated. The Foundation operates exclusively for the benefit of the University.
The University provides certain administrative and payroll services for the Foundation.

The University performs accounting services for the Foundation. Cash receipts for the Foundation are
deposited directly to the Foundation bank account; however, disbursements are made by the University
on behalf of the Foundation with a monthly cash settlement process.

(Continued)
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CENTRAL STATE UNIVERSITY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial Statement Presentation: The accompanying financial statements have been prepared using the
total economic resource measurement focus and the accrual basis of accounting, in accordance with
accounting principles generally accepted in the United States of America for publicly owned colleges and
universities, and are presented in accordance with the reporting model as prescribed in GASB Statement
No. 34, Basic Financial Statements - and Management's Discussion and Analysis - for State and Local
Governments, GASB Statement No. 35, Basic Financial Statements - and Management’s Discussion and
Analysis - for Public Colleges and Universities, as amended by GASB Statement No. 37, Basic Financial
Statements - and Management’s Discussion and Analysis - for State and Local Governments: Omnibus,
GASB Statement No. 38, Certain Financial Statement Note Disclosures, GASB Statement No. 63,
Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position
and GASB Statement No 65, Items Previously Reported as Assets and Liabilities. The College follows the
“business-type” activities requirements of GASB Statement No. 34. This approach requires the following
components of the University’s financial statements:

e Management’s discussion and analysis (unaudited)

e Basic financial statements, including a statement of net position, statement of revenue, expenses,
and changes in net position, and a statement of cash flows for the University as a whole

¢ Notes to the financial statements
Net Position is classified into three major categories:
e Net Investment in Capital Assets: Capital assets, net of accumulated depreciation, reduced by the

outstanding balances of debt and deferred inflows of resources related to the acquisition,
construction, or improvement of those assets.

o Restricted: Owned by the University, but the use or purpose of the funds is restricted by an external
source or entity. The restricted net position category is subdivided further into expendable and
nonexpendable.

o Restricted Nonexpendable: Endowment funds whose principal may be invested; however, only
interest, dividends, and capital gains may be spent.

o Restricted Expendable: May be spent by the institution, but only for the purpose specified by the
donor, grantor, or other external entity. This category includes the unspent balance in grant
funds, loan funds, debt service funds, and bond funded capital projects.

e Unrestricted: Resources derived primarily from student tuition, fees, state appropriations, and
auxiliary enterprises. They are used for the general obligations of the University and may be used at
the discretion of the board of trustees for any purpose furthering the University’s mission.

When an expense is incurred for purposes for which both restricted and unrestricted net assets are
available, the University’s policy is to first apply restricted resources.

Cash and Cash Equivalents: Cash and cash equivalents include cash and money market funds, stated at
cost (which approximates market).

(Continued)
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CENTRAL STATE UNIVERSITY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Allowance for Student Accounts Receivable: The University uses a systematic method based on
applying percentages to the student accounts receivable aging to determine the allowance for student
accounts receivable.

Capital Assets: Capital assets are recorded at cost or, if acquired by gift, at acquisition value at the date
of the gift. The University capitalizes all assets with a useful life greater than one year and a value in
excess of $5,000. When capital assets are disposed of, the net carrying value of such assets is removed
from the accounts and the invested in capital assets component of net position is adjusted as appropriate.
Capital assets, with the exception of land, are depreciated on the straight-line method over the following
estimated lives:

Buildings 40 years
Building improvements 20 years
Automobiles, machinery, and equipment 3-15 years

Unearned Student Fee Income: Unearned student fee income consists of the unearned portion of
student tuition and fees for the summer sessions and prepaid tuition and fees for the upcoming fall
semester. The amounts which are unearned are recognized as revenue in the following fiscal year.

Pensions: For purposes of measuring the net pension liability, deferred outflows/inflows of resources, and
pension expense, information about the fiduciary net positions of the Ohio Public Employees Retirement
System (OPERS) and the State Teachers Retirement System of Ohio (STRS) and additions to/deductions
from OPERS and STRS’ fiduciary net position have been determined on the same basis as they are
reported by these pension systems. For this purpose, benefit payments (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms. The pension
systems report investments at fair value.

Operating Versus Nonoperating Revenue and Expenses: The University defines operating activities as
reported on the statement of revenue, expenses, and changes in net position as those that generally
result from exchange transactions such as payments received for providing goods or services. Nearly all
of the University’s expenses are a result of exchange transactions, and therefore classified as operating
expenses. Federal grants, except for Pell grants, are considered to be operating revenue. The major
recurring nonoperating expense is interest expense on capital asset related debt.

Certain significant revenue streams relied on for operations are reported as nonoperating revenue as
required by GASB Statement No. 35, including state appropriations, investment income, and state capital
grants. Federal Pell grant revenue is included in nonoperating revenue in accordance with GASB
Statement No. 34.

Grants and Scholarships: Student tuition and fees and auxiliary revenue are presented net of grants and
scholarships applied directly to students’ accounts. Grants and scholarships consist primarily of awards
to students from the Federal Supplemental Educational Opportunity Grant Program and the Ohio
Instructional Grant Program. Payments made directly to students from grants and scholarships are
presented as student aid.

Use of Estimates: The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and disclosure in the footnotes.
Actual results could differ from the estimates.

(Continued)
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CENTRAL STATE UNIVERSITY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Income Taxes: The Foundation is a tax-exempt organization under Section 501(c)(3) of the Internal
Revenue Code. The University would be subject to taxes on unrelated business income; however, any
taxable income would be minimal.

Adoption of New Accounting Pronouncements — In fiscal year 2017, the provisions of the following GASB
Statements became effective:

e GASB Statement No. 74, Financial Reporting for Postemployment Benefit Plans Other Than Pension
Plans, issued June 2015. The provisions of this Statement are effective for fiscal years beginning
after June 15, 2016. The objective of this Statement is to improve the usefulness of information about
postemployment benefits other than pensions (other postemployment benefits or OPEB) included in
the general purpose external financial reports of state and local governmental OPEB plans for making
decisions and assessing accountability.

e GASB Statement No. 77, Tax Abatement Disclosures, issued August 2015. The requirements of this
Statement are effective for reporting periods beginning after December 31, 2015. This Statement is
intended to improve financial reporting by requiring disclosure of tax abatement information about a
reporting government’s own tax abatement agreements and those that are entered into by other
governments and that reduce the reporting government's tax revenues. hierarchy of generally
accepted accounting principles (GAAP).

e GASB Statement No. 78, Pensions Provided through Certain Multiple-Employer Defined Benefit
Pension Plans, issued December 2015. The requirements of this Statement are effective for
reporting periods beginning after December 15, 2015. The objective of this Statement is to address a
practice issue regarding the scope and applicability of Statement No. 68, Accounting and Financial
Reporting for Pensions.

e GASB Statement No. 80, Blending Requirements for Certain Component Units - An Amendment of
GASB Statement No. 14, issued January 2016. The requirements of this Statement are effective for
reporting periods beginning after June 15, 2016. The objective of this Statement is to improve
financial reporting by clarifying the financial statement presentation requirements for certain
component units.

e GASB Statement No. 82, Pension Issues-an amendment of GASB Statements No. 67, No. 68, and
No. 73, issued March 2016. The requirements of this Statement are effective for reporting periods
beginning after June 15, 2016. The objective of this Statement is to address certain issues that have
been raised with respect to Statements No. 67, Financial Reporting for Pension Plans, No. 68,
Accounting and Financial Reporting for Pensions, and No. 73, Accounting and Financial Reporting for
Pensions and Related Assets That Are Not within the Scope of GASB Statement 68, and
Amendments to Certain Provisions of GASB Statement 67 and 68. Specifically, this Statement
addresses issues regarding (1) the presentation of payroll-related measures in required
supplementary information, (2) the selection of assumptions and the treatment of deviations from the
guidance in an Actuarial Standard of Practice for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee (plan member) contribution
requirements.

None of these Statements had a significant impact on the University’s financial statements.

(Continued)
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CENTRAL STATE UNIVERSITY
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
June 30, 2017 and 2016

NOTE 1 - BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Newly Issued Accounting Pronouncements — As of the report date, the GASB issued the following
statements not yet implemented by the University:

e GASB Statement No. 75, Accounting and Financial Reporting for Postemployment Benefits Other
Than Pensions, issued June 2015. The provisions of this Statement are effective for fiscal years
beginning after June 15, 2017. The primary objective of this Statement is to improve accounting and
financial reporting by state and local governments for postemployment benefits other than pensions
(other postemployment benefits or OPEB).

e GASB Statement No. 81, Irrevocable Split-Interest Agreements, issued March 2016. The
requirements of this Statement are effective for financial statements for periods beginning after
December 15, 2016. The objective of this Statement is to improve accounting and financial reporting
for irrevocable split-interest agreements by providing recognition and measurement guidance for
situations in which a government is a beneficiary of the agreement.

e GASB Statement No. 83, Certain Asset Retirement Obligations, issued November 2016. The
requirements of this Statement are effective for reporting periods beginning after June 15, 2018. This
Statement addresses accounting and financial reporting for certain asset retirement obligations.

e GASB Statement No. 84, Fiduciary Activities, issued January 2017. The requirements of this
Statement are effective for reporting periods beginning after December 15, 2018. The objective of
this Statement is to improve guidance regarding the identification of fiduciary activities for accounting
and financial reporting purposes and how those activities should be reported.

e GASB Statement No. 85, Omnibus 2017, issued March 2017. The requirements of this Statement
are effective for reporting periods beginning after June 15, 2017. The objective of this Statement is to
address practice issues that have been identified during implementation and application of certain
GASB Statements.

e GASB Statement No. 86, Certain Debt Extinguishment Issues, issued May 2017. The requirements
of this Statement are effective for reporting periods beginning after June 15, 2017. The primary
objective of this Statement is to improve consistency in accounting and financial reporting for in-
substance defeasance of debt.

e GASB Statement No. 87, Leases, issued June 2017. The requirements of this Statement are
effective for reporting periods beginning after December 15, 2019. The objective of this Statement is
to better meet the information needs of financial statement users by improving accounting and
financial reporting for leases by governments.

The University has not yet determined the effect these Statements will have on the University’s financial
statements and disclosures.

Reclassifications: Certain prior year amounts have been reclassified for both the University and the
Foundation to conform to the current year presentation. These reclassifications had no effect on
previously reported changes in net position or total net position or previously reported changes in net
position or total net position.

(Continued)
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NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS

In accordance with the State of Ohio’s and the University’s policy, the University is authorized to invest in
obligations of the U.S. Treasury, agencies and instrumentalities, municipal and state bonds, certificates of
deposit collateralized at market value, repurchase agreements, reverse repurchase agreements, and
forward commitments. Statutes also authorize the University to invest endowment funds in the above
investments, as well as commercial paper rated A-1 by Standard & Poor’s bonds, common and preferred
stock, mutual funds, and real estate upon specific authorization by the board of trustees. Depository
funds held in the name of the University are secured by a pool of securities with a value of at least 105%
of the total value of monies on deposit at the depository bank. All collateral, both specific and pooled, is
held by the Federal Reserve Bank or by a designated trustee as agent for the public depositories used by
the University.

Custodial Credit Risk of Bank Deposits: Custodial credit risk is the risk that in the event of a bank failure,
the University’s deposits may not be returned to it. The University does not have a policy restricting
custodial credit risk. The University did not have any uninsured or uncollateralized cash and cash
equivalents at June 30, 2017 or 2016.

Credit Risk: Credit risk for deposits is the risk that, in the event of a bank failure, the University’s deposits
may not be returned to the University. As discussed above, state law limits investments to U.S., state,
and municipal government obligations. The University has no investment policy that would further limit its
investment choices. The University had $4,959,518 and $4,370,503 invested in money market mutual
funds at June 30, 2017 or 2016, respectively; these funds are not rated by a national rating agency due to
the short-term nature of their holdings. The difference in carrying amount and bank balance is caused by
items in transit and outstanding checks.

Foreign Currency Risk: Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of an investment or deposit. At June 30, 2017 or 2016, the University had no material
exposure to foreign currency risk. The University does not address foreign currency risk in its investment
policy and asset allocation guidelines.

Restricted Cash and Cash Equivalents: The University’s restricted cash and cash equivalents consist of
money market accounts restricted for debt reserve payments.

As required by the bond indenture, the Foundation, through Marauder, maintains restricted cash balances
in the following accounts as of August 31, 2017 or 2016.

2017 2016
Debt interest account $ 380,326 % 393,387
Debt principal account 570,254 545,000
Redemption fund 3,703 3,695
Repair and replacement fund 965,744 1,198,768
Debt reserve fund 1,354,165 1,408,706
Total restricted cash $ 3274192 $ 3,549,556

Investments are managed by a professional investment manager. The investment manager is subject to
the Foundation’s investment policies, which contain objectives, guidelines, and restrictions designed to
provide for preservation of capital with emphasis on providing current income and achieving long-term
growth of the funds.

(Continued)
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NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

The Foundation reports investments at estimated fair value, in accordance with the fair value hierarchy
prescribed by ASC 820, Fair Value Measurements and Disclosures (formerly SFAS 157), which requires
certain assets and liabilities to be reported at fair value in the financial statements and provides a
framework for establishing that fair value. The framework for determining fair value is based on a
hierarchy that prioritizes the inputs and valuation techniques used to measure fair value. The following
three-tier fair value hierarchy prioritizes the inputs used in measuring fair value:

Level 1 - Observable inputs such as quoted prices in active markets

Level 2 - Inputs, other than quoted prices in active markets, that are observable either directly or
indirectly

Level 3 - Unobservable inputs for which there is little or no market data that requires the Foundation
to develop assumptions

In instances where inputs used to measure fair value fall into different levels in the above fair value
hierarchy, fair value measurements in their entirety are categorized based on the lowest level input that is
significant to the valuation. The Foundation’s assessment of the significance of particular inputs to these
fair value measurements requires judgment and considers factors specific to each asset or liability.

Investments of the Foundation include cash equivalents, equity mutual funds, and bond mutual funds.
The Foundation records these investments at their current fair values based on quoted market prices in
active markets for identical assets, which is consistent with Level 1 in the hierarchy.

If quoted market prices are not available, then fair values are estimated by using quoted market prices of
securities with similar characteristics and are classified within Level 2 of the hierarchy. Level 2 securities
include U.S. Government Obligations.

Assets Measured at Fair Value on a Recurring Basis at June 30, 2017

Significant
Quoted prices in Other Significant
Active markets for  Observable Unobservable
Identical Assets Inputs Inputs
Assets Level 1 Level 2 Level 3 Balance
Cash/money market accounts:
Money market accounts $ 254,389 $ - 8 - $ 254,389
Subtotal 254,389 - - 254,389
Private equity investments:
Equity mutual funds 1,846,212 - - 1,846,212
Subtotal 1,846,212 - - 1,846,212
Fixed-income investments:
Bond mutual funds 1,593,585 - - 1,593,585
Subtotal 1,593,585 - - 1,593,585
Total investments $ 3,694,186 $ - 3 - $ 3,694,186
(Continued)
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NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

Assets Measured at Fair Value on a Recurring Basis at June 30, 2016

Significant
Quoted prices in Other Significant
Active markets for  Observable Unobservable
Identical Assets Inputs Inputs
Assets Level 1 Level 2 Level 3 Balance
Private equity investments:
Equity mutual funds $ 2,398,661 $ - $ - $ 2,398,661
Subtotal 2,398,661 - - 2,398,661
Fixed-income investments:
U.S. gov't obligations - 21,779 - 21,779
Bond mutual funds 1,989,889 - - 1,989,889
Subtotal 1,989,889 21,779 - 2,011,668
Total investments $ 4,388,550 $ 21,779 $ - $ 4,410,329
NOTE 3 — RECEIVABLES
At June 30, 2017 or 2016, receivables consist of the following:
2017 2016
Student accounts receivable $ 16,863,795 $ 26,797,442
Student notes receivable 945,980 946,287
Grant and contract receivables 1,190,734 1,288,728
Other 1,269,652 352,896
Total 20,270,161 29,385,353
Less allowance for doubtful accounts (13,934,591) (15,488,041)
Net receivables $ 6,335,570 $ 13,897,312

Student note receivables represent outstanding loans from the Federal Perkins Loan Program. These
loans have been assigned to the Department of Education and are no longer administered by the
University. The outstanding balance at June 30, 2017 or 2016 has been reserved in full and is included in
the allowance for doubtful accounts.

(Continued)
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NOTE 4 - CAPITAL ASSETS

Capital assets activity for the University for the years ended June 30, 2017 or 2016 is summarized as

follows:

2017

Depreciable assets:
Buildings and improvements
Automobiles, machinery, and
equipment
Assets under capital lease
Total depreciable assets

Nondepreciable assets:
Land improvements
Construction in progress
Total nondepreciable assets

Total capital assets

Less accumulated depreciation:
Buildings and improvements
Automobiles, machinery, and

equipment
Assets under capital lease

Total accumulated
depreciation

Capital assets - Net

Beginning

Balance Additions

Retirements Transfers

Ending
Balance

$183,492,651 $ 726,868 $ -$ 655,623 $184,875,142
26,449,367 4,738,174 - 497,000 31,684,541
626,933 - - - 626,933
210,568,951 5,465,042 - 1,152,623 217,186,616
308,650 - - - 308,650
1,569,275 3,660,112 - _ (1,152,623) 4,076,764
1,877,925 3,660,112 - _ (1,152,623) 4,385,414
212,446,876 9,125,154 - - 221,572,030
72,278,440 4,523,717 - - 76,802,157
19,693,756 1,202,090 - - 20,895,846
523,240 60,643 - - 583,883
92,495,436 $ 5,786,450 $ -3 - _ 98,281,886
$119,951,440 $123,290,144
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NOTE 4 - CAPITAL ASSETS (Continued)

2016

Depreciable assets:
Buildings and improvements
Automobiles, machinery, and
equipment
Assets under capital lease
Total depreciable assets

Nondepreciable assets:
Land improvements
Construction in progress
Total nondepreciable assets

Total capital assets

Less accumulated depreciation:
Buildings and improvements
Automobiles, machinery, and

equipment
Assets under capital lease

Total accumulated
depreciation

Capital assets - Net

Beginning

Balance Additions

Retirements Transfers

Ending
Balance

$138,197,180 $ 12,444,540 $

$ 32,871,680 $183,513,400

26,006,526 422,091 - - 26,428,617
626,934 - - - 626,934
164,830,640 12,866,631 - 32,871,680 210,568,951
308,650 - - - 308,650
28,077,131 6,363,826 - _(32,871,680) 1,569,277
28,385,781 6,363,826 - _(32,871,680) 1,877,927
193,216,421 19,230,457 - - 212,446,878
68,432,633 3,853,414 - - 72,286,047
18,480,477 1,205,671 - - 19,686,148
406,054 117,188 - - 523,242
87,319,164 $ 5,176,273 $ -3 - _ 92,495,437
$105,897,257 $119,951,441

The State of Ohio Air Quality Development Authority Tax Exempt Revenue Bonds authorized up to $16.5
million to be spent on a variety of energy conservation construction projects over fiscal years 2014 and
2015 to include replacing the existing centralized boiler system. These projects were financed from the
proceeds of the bond issuance which are maintained with The Huntington National Bank as bond trustee.

Capital assets activity for the Foundation for the years ended June 30, 2017 and 2016 is summarized as

follows:

Land

Building

Furniture and fixtures
Total capital assets

Less accumulated depreciation

Net capital assets

2017 2016
140,800 $ 140,800
16,519,103 16,519,103
896,603 896,603
17,556,506 17,556,506
(6,409,876) (5,985,762)
$ 11,146,630 $ 11,570,744
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NOTE 5 - LONG-TERM LIABILITIES

Long-term liability (other than long-term debt and capital lease) activity for the years ended June 30, 2017
and 2016 is summarized as follows:

Beginning Ending Current
2017 Balance Additions Reduction Balance Portion
Compensated absences $ 1,412,375 $ 760,367 $ 793,375 $ 1,379,367 $ 795,567
Other liabilities 102,127 43,416 - 145,543 -
Net pension liability 26,832,141 8,740,696 2,125,565 33,447,272 -
Total $28,346,643 $ 9,544,479 $ 2,918940 $ 34,972,182 $ 795,567

Beginning Ending Current
2016 Balance Additions Reduction Balance Portion
Compensated absences $ 1,482590 $ 372,518 $ 442,732 $ 1,412,376 $ 831,635
Voluntary Severance Program 513,364 - 513,364 - -
Other liabilities 69,494 32,633 - 102,127 -
Net pension liability 24,376,359 _ 4,382,074 1,926,292 26,832,141 -
Total $ 26,441,807 $4,787,225 $ 2,882,388 $ 28,346,644 $ 831,635

Other long term liabilities for the years ended June 30 2017 and 2016 include litigation and contingencies
as discussed further in Note 11. During fiscal year 2016, the final payment was made related to the
Voluntary Severance Program. The current portion of long-term liabilities is included in accrued salaries,
wages, and benefits. See Note 8 for description of compensated absences.

(Continued)
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NOTE 6 - LONG-TERM DEBT
Long-term debt for the University consists of the following for the years ended June 30, 2017 and 2016:

Beginning Ending Current
2017 Balance Additions  Reduction Balance Portion

Notes payable:

Bond payable to 1st Niagara,

1.594 percent, payable in varying

installments through December 1,

2022 $ 7,369,145 $ -$1014,171 $ 6,354,974 $ 1,030,337
Bond payable to 1st Niagara,

3.7 percent, payable in varying

installments through December 1,

2028 7,000,000 - - 7,000,000 -
Loan payable to Regions Bank,

2.426 percent, payable in varying

installments through 2043 12,673,823 337,237 12,336,586 345,468
Note payable to the Department

of Education, 5.5 percent,

payable in varying installments

through November 1, 2021 899.274 - 144,196 755,078 152,236
Total $ 27,942,242 $ $ 1,495,604 $ 26,446,638 $ 1,528,041
Beginning Ending Current
2016 Balance Additions  Reduction Balance Portion

Notes payable:

Bond payable to 1st Niagara,

1.594 percent, payable in varying

installments through December 1,

2022 $ 8,367,404 $ -$ 988,259 $ 7,369,145 $ 1,014,171
Bond payable to 1st Niagara,

3.7 percent, payable in varying

installments through December 1,

2028 7,000,000 - - 7,000,000 -
Loan payable to The Bank of New

York Mellon Trust Company 2.426

percent, payable in varying

installments through 2043 - 13,126,315 452,492 12,673,823 337,237
Note payable to the Department

of Education, 5.5 percent,

payable in varying installments

through November 1, 2021 1,035,855 - 136,581 899,274 144,196
Total $ 16,403,259 $ 13,126,315 $ 1,587,332 $ 27,942,242 $ 1,495,604
(Continued)
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NOTE 6 - LONG-TERM DEBT (Continued)

Principal and interest payments on long-term debt are as follows:

Fiscal Year
2018

2019

2020

2021

2022
2023-2027
2028-2032
2033+

Regions Bank Note - P142A80004 Bond Series A Bond Series B Payment
Principal Interest Principal Interest Principal Interest Principal Interest Total

$ 345468 $ 297,214 $ 152236 $ 39,464 $1,030,337 $ 93,087 $ - $ 259,000 $ 2,216,806
352,287 290,395 160,724 30,976 1,046,761 79,532 - 259,000 2,216,675
363,281 279,400 169,686 22,015 1,063,446 59,714 - 259,000 2,216,542
371,365 271,317 179,147 12,554 1,080,397 42,627 - 259,000 2,216,407
380,429 262,253 93,285 98,416 1,097,619 25,268 - 259,000 2,216,270
2,045,238 1,168,170 - - 1,036,414 8,260 4,658,523 944,564 9,861,169
2,306,950 906,457 - - - - 2,341,477 86,796 5,641,680
6,171,568 897,927 - - - - - - 7,069,495
$12,336,586 $ 4,373,133 $ 755,078 $ 203,425 $6,354,974 $305488 $ 7,000,000 $ 2,326,360  $33,655,044

Revenue from student housing and dining facilities is pledged for the redemption of the DOE notes.

The University is required to maintain a debt service payment account and a debt service reserve account under the Department of Education note. The
debt service account has been paid in full as of June 30, 2008 and the reserve is no longer required. The University is also required to deposit $28,010
annually into a repair and replacement reserve account until $280,100 has been accumulated in that account, which occurred by June 30, 2013.

Pledges of Future Revenues — The University has pledged revenues from student housing and dining facilities to repay the DOE notes. The DOE note
was issued to the University and is payable through November 1, 2021. If the pledged revenues from this source are insufficient to provide for the
principal and interest payments on the bonds, available operating funds would be used to make the payments. The total principal and interest remaining
to be paid on the note is $958,503. Principal and interest paid for the current year was $191,700 and the revenues from student housing and dining
facilities was $9,143,008.

(Continued)
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NOTE 6 - LONG-TERM DEBT (Continued)

The Series A bonds were dated May 3, 2013 and issued at par therefore no bond discount was recorded.
The bonds mature on December 1 in various amounts ranging from $200,000 on December 1, 2013 to
$1,036,414 on December 1, 2022. Interest, at 1.594%, is payable semiannually on December 1 and
June 1. Interest expense related to the Series A bonds during the years ended June 30, 2017 and 2016
was $109,381 and $125,420, respectively.

The Series B bonds were dated May 3, 2013 and issued at par therefore no bond discount was recorded.
The Series B bonds mature after the Series A bonds are fully redeemed. The Series B bonds mature on
December 1 in various amounts ranging from $78,701 on December 1, 2022 to $1,175,089 on
December 1, 2028. Interest, at 3.7%, is payable semiannually on December 1 and June 1, beginning
December 1, 2013. Interest expense related to the Series B bonds during the years ended June 30, 2017
and 2016 was $259,000 in each year.

On September 24, 2013 The Series A 2013-9 Bond were issued through the Historically Black College
and University Capital Loan Financing Program, via the Federal Financing Bank for the Central State
University Project. A modification of the loan agreement was necessary due to directives from the
Department of Education and the Last Day of Advance were modified on October 21, 2015 which
permitted the funding of the loan. Funding by FFB occurred on October 23, 2015 totaling $13,126,315
and two wires were sent to The Bank of New York Mellon Trust Company, N.A. for this amount.

On October 12, 2016 the loan was assigned from The Bank of New York Mellon Trust Company, N.A to
Regions Bank, N.A.

The bonds for this bond issuance mature on December 1 in various amounts ranging from $287,315 on
December 1, 2015 to $317,500.22 on June 1, 2043. Interest, at 2.426%, is payable semiannually on
December 1 and June 1. Interest expense related to the Series A 2013-9 bonds during the year ended
June 30, 2017 and June 30, 2016 was $305,445 and 190,189, respectively.

Central State University Foundation

On May 30, 2014, the Foundation obtained a commercial loan in the amount of $491,326 from PNC Bank
to purchase property for use as a Presidential residence and hospitality center. Under the terms of the
agreement, the Foundation will make 59 monthly principal payments beginning July 1, 2014 amortized
over 20 years with the remaining balance due on the maturity date, May 30, 2019. The terms of the loan
include a variable interest rate of five-year COF plus 3%. At June 30, 2017, the interest rate was
4.2139%. The commercial loan is collateralized with $490,264 of unrestricted cash held in a money
market account at PNC Bank.

Mandatory principal payments on the note in each of the next two years are as follows:

2018 $ 25,000

2019 391,327

Total $ 416,327
(Continued)
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Marauder Development, LLC has the following debt related to the financing of student dormitories.
Information is for the subsidiary’s year ended August 31, 2017 and 2016:

Balance Balance
August 31, August 31,
Interest Rate Maturity 2016 Additions  Payments 2017
Revenue Bonds
Series 2002 3.0%-5.625% 2030 $ 5338507 $ 7,800 $ (245,000) $ 5,101,307
Revenue Bonds
Series 2004 3.3%-5.1% 2035 9,650,789 11,200 (300,000) 9,361,989
Total $14,989,296 $ 19,000 (545,000) 14,463,296
Less current portion 570,000
Long-term portion $ 13,893,296
Balance Balance
August 31, August 31,
Interest Rate Maturity 2015 Additions  Payments 2016
Revenue Bonds
Series 2002 3.0%-5.625% 2030 $ 6,414567 $ 8,940 $ (1,085,000) $ 5,338,507
Revenue Bonds
Series 2004 3.3%-5.1% 2035 9,924,267 11,522 (285,000) 9,650,789
Total $16,338,834 $ 20,462 $ (1,370,000) 14,989,296
Less current portion 545,000
Long-term portion $ 14,444,296
Principal and interest payments on Marauder’s long-term debt are as follows:
Series 2002 Bonds Series 2004 Bonds
Principal Interest Principal Interest Total
Year ending August 31,
2018 $ 260,000 $ 274,994 $ 310,000 $ 471,498 $ 1,316,492
2019 275,000 261,103 325,000 456,794 1,317,597
2020 285,000 246,053 340,000 440,275 1,311,328
2021 300,000 230,331 360,000 422,775 1,313,106
2022 320,000 213,669 375,000 404,400 1,313,069
2023-2027 1,895,000 778,216 2,180,000 1,712,202 6,565,418
2028-2032 1,810,000 201,944 2,795,000 1,083,113 5,890,057
2033-2037 - - 2,795,000 293,632 3,088,632
Total $ 5,145,000 $ 2,206,310 $ 9,480,000 $ 5,284,839 $ 22,115,699
(Continued)
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NOTE 6 - LONG-TERM DEBT (Continued)

During 2002, Marauder issued $8,870,000 of Student Housing Revenue Bonds, Series 2002, to retire
commercial loans used to finance the construction of the 2002 University Housing Project. The
unamortized bond discount is $43,693 and $51,493 at August 31, 2017 and 2016, respectively, and is
being amortized to interest expense on the interest method over the life of the bonds. The bonds mature
on September 1 in various amounts ranging from $260,000 on September 1, 2017, to $415,000 on
September 1, 2030, subject to prior mandatory sinking fund redemptions. During 2016, $200,00 of bonds
due on September 1, 2032, $545,000 of bonds due on September 1, 2031 and $105,000 of bonds due on
September 1, 2030 were called and retired in addition to $235,000 scheduled to be retired on
September 1, 2015. During 2015, $85,000 of bonds due on September 1, 2032, were called and retired
in addition to $225,000 scheduled to be retired on September 1, 2014. The bonds are collateralized by
the building.

During 2004, Marauder issued $12,150,000 in University Housing Revenue Bonds, Series 2004, to
finance construction of the 2004 University Housing Project. The unamortized bond discount is $118,011
and $129,210 at August 31, 2017 and 2016, respectively, and is being amortized to interest expense on
the interest method over the life of the bonds. The bonds mature on September 1 in various amounts
ranging from $300,000 on September 1, 2016, to $750,000 on September 1, 2035, subject to prior
mandatory sinking fund redemptions. Interest, at rates varying from 3.3 to 5.1 percent per annum, is
payable semiannually on March 1 and September 1. The bonds are collateralized by the building.

Bond Legislation provides that Marauder Development, LLC, will charge rates sufficient for the excess of
revenues over expenditures to equal not less than 120 percent of the aggregate amount of principal and
interest requirements on the bonds payable during the year (coverage ratio). As of June 30, 2017 and
2016, Marauder Development, LLC was in compliance with these requirements.

NOTE 7 - CAPITAL LEASE OBLIGATIONS

The University entered into various non-cancellable equipment lease agreements during 2012 and 2013.
These leases are accounted for as capital leases and the final principal payments of $120,817 were
made under the agreements during the year ended June 30, 2016.

The cost of the assets was $626,933 and accumulated depreciation totaled $583,883 and $523,240 at
June 30, 2017 and 2016, respectively.

NOTE 8 - COMPENSATED ABSENCES FOR VACATION AND SICK LEAVE
The University has three classifications of employees: classified, contract, and faculty.

Classified employees are nonacademic, permanent, full-time employees. Classified employees are
entitled to vacation leave based upon length of service. The employees may accumulate up to a
maximum of 30 to 75 days of vacation leave, depending on number of years of service. Vacation leave
becomes payable upon termination or retirement. Employees may accumulate an unlimited amount of
sick leave. One-third of accumulated sick leave is payable to classified employees with 10 years or more
of service upon termination or retirement.

(Continued)
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Contract employees are nonacademic, contracted, full-time employees. Contract employees are entitled
to vacation leave based upon length of service and/or classification. The employee may accumulate up
to a maximum of 30 days of vacation leave. Vacation leave not to exceed 240 hours becomes payable
upon termination or retirement. Contract employees accrue sick leave at a rate of 15 days per year.
One-third of accumulated sick leave, not to exceed one-third of 120 days, is payable to contract
employees with 10 years or more of service upon retirement.

Faculty employees are full-time, academic employees. Faculty employees accrue sick leave at a rate of
15 days per year. One-third of accumulated sick leave, not to exceed one-third of 120 days, is payable to
faculty employees with 10 years or more of service upon retirement.

NOTE 9 - RETIREMENT PLANS

Plan Descriptions: University faculty are provided with pensions through the State Teachers Retirement
System of Ohio (STRS). Substantially all other University employees are provided with pensions through
the Ohio Public Employees Retirement System (OPERS). Both OPERS and STRS are statewide cost-
sharing multiple employer defined benefit pension plans. Authority to establish and amend benefits for
OPERS and STRS are authorized [by Chapters 145 and 3307, respectively, of] the Ohio Revised Code.
Both OPERS and STRS issue publicly available financial reports. The OPERS report can be obtained at
https://lwww.opers.org/investments/cafr.shtml. The STRS report can be  obtained at
https://lwww.strsoh.org/publications/annualreports/cafrs.html.

OPERS and STRS Ohio each offer three separate retirement plans: a defined benefit plan, a defined
contribution plan, and a combined plan.

OPERS and STRS Defined Benefit Plans pay service retirement benefits using a fixed formula based on
age, years of service and salary. In addition to service retirement, participants are eligible for disability
and survivor benefits.

OPERS Member-Directed Plan and STRS Defined Contribution Plan are optional alternative retirement
plans available to new members. Participants allocate both member and employer contributions in
investment choices provided by STRS Ohio. Benefits are based on the member’s account value.

OPERS and STRS Combined Plans offer features of both a defined benefit plan and a member-directed
or defined contribution plan. In the combined plans, employee contributions are invested in self-directed
investments, and the employer contribution is used to fund a reduced defined benefit along with disability
and survivor benefits.

Benefits Provided: OPERS and STRS provide retirement, disability, annual cost-of-living adjustments,
and survivor benefits for plan members and beneficiaries. The benefit provisions stated in the following
paragraphs are current provisions and apply to active plan participants. Vested, terminated employees
who are entitled to benefits but are not receiving them yet are bound by the provisions in effect at the time
they last terminated their public service.

OPERS Benefits

Under OPERS, retirement benefits are specific to each plan and members must meet the eligibility
requirements based on their age and years of service within the plan. Retirement eligibility also varies by
division and transition group.

(Continued)
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Members who were eligible to retire under law in effect prior to SB 343 before January 7, 2023 are
included in transition Groups A and B. Group C includes those members who are not in either of the other
groups and members who were hired on or after January 7, 2013.

State and Local members in transition groups A and B are eligible for retirement benefits at age 60 with 5
years of service credit or at age 55 with 25 or more years of service credit. Group C for State and Local is
eligible for retirement at age 57 with 25 years of service or at age 62 with 5 years of service.

Under the Traditional Plan, for Groups A and B, the annual benefit is based on 2.2% of final average
salary multiplied by the actual years of service for the first 30 years of service credit and 2.5% for years of
service in excess of 30 years. For Group C the annual benefit applies a factor of 2.2% for the first 35
years and a factor of 2.5% for the years of service in excess of 35. Final average salary represents the
average of the three highest years of earnings over a member’s career for Groups A and B. Group C is
based on the average of the five highest years of earnings over a member’s career. Under the Combined
Plan, the benefit formula for the defined benefit component of the plan for State and Local members in
transition Groups A and B applies a factor of 1.0% to the member’s final average salary for the first 30
years of service. A factor of 1.25% is applied to years of service in excess of 30. The benefit formula for
transition Group C applies a factor of 1.0% to the member’s final average salary and the first 35 years of
service and a factor of 1.25% is applied to years in excess of 35. Persons retiring before age 65 with less
than 30 years of service credit receive a percentage reduction in benefit. The defined contribution portion
of the benefit is based on accumulated member contributions plus or minus any investment gains or
losses on those contributions.

Member-Directed participants must have attained the age of 55, have money on deposit in the Defined
Contribution Plan and have terminated public service to apply for retirement benefits. The amount
available for defined contribution benefits in the Member-Directed Plan consists of the members’
contributions, vested employer contributions and investment gains or losses resulting from the members’
investment selections. At retirement, members may select one of several distribution options for payment
of the vested balance of their individual OPERS accounts.

The OPERS law enforcement program consists of two separate divisions: Law Enforcement and Public
Safety. Both groups of members are eligible for special retirement options under the Traditional Pension
Plan and are not eligible to participate in the Member-Directed or Combined plans. Public Safety Group
members may file an application for full retirement benefits at age 48 or older with 25 or more years of
credited service or 52 or older with 15 or more years of credited service for Groups A and B. Public Safety
Group C is eligible for benefits at age 52 or older with 25 years or at age 56 or older with 15 years. Those
members classified as Law Enforcement officers are eligible for full retirement at age 52 or older with 15
or more years of credited service for Group A. Law Enforcement Group B is eligible at age 48 or older
with 25 years or at age 52 or older with 15 years of service. Law Enforcement Group C is eligible at age
48 or older with 25 years of service or at age 56 with 15 years of service. Annual benefits under both
divisions are calculated by multiplying 2.5% of final average salary by the actual years of service for the
first 25 years of service credit, and 2.1% of final average salary for each year of service over 25 years. In
the Combined Plan, the benefit formula for the defined benefit component of the plan for state and local
members in transition Groups A and B applies a factor of 1.0% to the member’'s FAS and the first 30
years of service. A factor of 1.25% is applied to years of service in excess of 30. The benefit formula for
transition Group C applies a factor of 1.0% to the member’s FAS and the first 35 years of service and a
factor of 1.25% is applied to years in excess of 35. These options also permit early retirement under
qualifying circumstances as early as age 48 with a reduced benefit.
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OPERS administers two disability plans for participants in the Traditional Pension and Combined plans.
Members in the plan as of July 29, 1992, could elect coverage under either the original plan or the revised
plan. All members who entered the System after July 29, 1992, are automatically covered under the
revised plan. Under the original plan, a member who becomes disabled before age 60 and has completed
60 contributing months is eligible for a disability benefit. Benefits are funded by the employee and
employer contributions and terminate if the member is able to return to work. The revised plan differs in
that a member who becomes disabled at any age with 60 contributing months will be eligible for disability
benefits until a determined age. The benefit is funded by reserves accumulated from employer
contributions. Law Enforcement officers are immediately eligible for disability benefits if disabled by an
on-duty illness or injury. Members participating in the Member-Directed Plan are not eligible for disability
benefits.

Dependents of deceased members who participated in either the Traditional Pension Plan or the
Combined Plan may qualify for survivor benefits if the deceased employee had at least one and a half
years of service credit with the plan, and at least one quarter year of credit within the two and one-half
years prior to the date of death. Law Enforcement and Public Safety personnel are eligible for survivor
benefits immediately upon employment.

Once a benéefit recipient retiring under the Traditional Pension Plan has received benefits for 12 months,
an annual 3% cost-of-living adjustment is provided on the member’s base benefit. Members retiring under
the Combined Plan receive a 3% cost-of-living adjustment on the defined benefit portion of their benefit.

STRS Benefits

Under the Defined Benefit Plan, on or before July 1, 2015, benefits are based on 2.2% of final average
salary for the three highest years of earnings, multiplied by years of total Ohio service credit. The
percentages increase if the member has 35 or more years of contributing service credit. Effective Aug. 1,
2015, benefits are based on an annual amount equal to 2.2% of final average salary for the five highest
years of earnings, multiplied by all years of service. Members are eligible to retire at age 60 with five
years of qualifying service credit, or at age 55 with 25 years of service, or 30 years of service regardless
of age. Age and service requirements for retirement will increase effective Aug. 1, 2015, and will continue
to increase periodically until they reach age 60 with 35 years of service or age 65 and five years of
service on Aug. 1, 2026.

Under the Combined Plan, member contributions are allocated among investment choices by the member
and employer contributions are used to fund the defined benefit payment at a reduced level from the
regular Defined Benefit Plan. Benefits are based on the balance in the member’s defined contribution
account plus an annual amount equal to 1% of final average salary for the three highest paid years
multiplied by years of total Ohio service credit. Effective Aug. 1, 2015, final average salary will be average
of the member’s five highest salary years. The defined benefit portion of the Combined Plan payment is
payable to a member on or after age 60 with five years of service. The defined contribution portion of the
Combined Plan may be taken as a lump sum payment or converted to a lifetime monthly annuity at age
50.

The Defined Contribution Plan allows members to place all their member and 9.5% of employer
contributions into an investment account. Investment allocation decisions are determined by the member.
A member is eligible to receive a retirement benefit at age 50 and termination of employment. The
member may elect to receive a lifetime monthly annuity or a lump sum withdrawal.
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A Defined Benefit Plan or Combined Plan member with five or more years of credited service who is
determined to be disabled (illness or injury preventing individual's ability to perform regular job duties for
at least 12 months) may qualify for a disability benefit. Eligible survivors of members who die before
service retirement may qualify for monthly benefits. New members on or after July 1, 2013, must have at
least 10 years of qualifying service credit to apply for disability benefits. Disability benefits are determined
in the same manner as retirement benefits. Members in the Defined Contribution Plan who become
disabled are entitled only to their account balance. If a member of the Defined Contribution Plan dies
before retirement benefits begin, the member’s designated beneficiary is entitled to receive the member’s
account balance.

Under the Defined Benefit Plan, members will receive a 2% annual cost of living adjustment beginning on
the fifth anniversary of retirement. Under the Combined Plan, a cost of living adjustment is not available
on the service retirement benefit. For disability and survivor benefits, the basic benefit is increased each
year by 2% of the original base benefit.

Contributions

OPERS Contributions

Employer and member contribution rates are established by the OPERS Board subject to limits per
Chapter 145 of the Ohio Revised Code. Under the OPERS plans, the employee contribution rate for the
years ended June 30, 2017 and 2016 is 10% for all employees with the exception of law enforcement.
The law enforcement contribution rate was 12.6% through December 31, 2013 and increased to 13%
effective January 1, 2014. The employer contribution rate is 14% for all employees with the exception of
law enforcement whose rate is 18.1%. For Member-Directed Plans, for the years ended June 30, 2017
and 2016, 13.23% was paid into the member's member-directed account and the remaining .77% was
paid to OPERS, as required by state legislation, to cover unfunded liabilities.

The University’s contributions to OPERS were $1,273,018, $1,132,212, and $1,174,454 for the fiscal

years ended June 30, 2017, 2016, and 2015, respectively. The University’s contributions were equal to
the required contributions for each year as set by state statute.

STRS Contributions

Employer and member contribution rates are established by the STRS Board and limited by Chapter
3307 of the Ohio Revised Code. Under the STRS plans, the employee contribution rate is 14% and 13%,
for years ended June 30, 2017 and 2016, respectively. Under the Combined Plan, 1% of the employee
contribution is to fund the defined benefit. The employer contribution rate is 14%. Under the Defined
Contribution Plan, 4.5 percent of the employer contribution is used to amortize the unfunded actuarial
accrued liability of the defined benefit plan.

The University’s contributions to STRS for the years ended June 30, 2017, 2016, and 2015, respectively,
were $852,547, $794,080, and $799,062. The University’s contributions were equal to the required
contributions as set by state statute.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

OPERS Pension Costs

At June 30, 2017 and 2016, the University reported a liability of $14,074,575 and $10,633,211,
respectively for its proportionate share of the OPERS net pension liability. The net pension liability was
measured as of December 31, 2016 and 2015, respectively, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of that date. The
University’s proportion of the net pension liability was based on the University’s long-term share of
contributions to OPERS relative to the total projected long-term employer contributions received from all
of OPERS’ participating employers. At December 31, 2016 and 2015, the University’s proportion was
0.0621% and 0.0615%, respectively, representing a 0.006% change in proportionate share. At
December 31, 2015 and 2014, the University’s proportion was 0.0615% and 0.0657%, respectively,
representing a (0.0042)% change in proportionate share.

The net pension liability and asset for the Traditional Pension Plan and Combined Plan, respectively, were
measured as of December 31, 2016 and 2015, and the total pension liabilities were determined by an
actuarial valuation as of that date.

For the years ended June 30, 2017 and 2016, the University recognized pension expense of $1,828,332
and $159,797, respectively. At June 30, 2017 and 2016, the University reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

2017 Deferred Outflows Deferred Inflows
of Resources of Resources
Differences between expected and actual experience $ 19,802 $ 96,478
Changes of assumptions 2,242,436 -
Net difference between projected and actual earnings on pension
pension plan investments 2,105,812 -
Changes in proportion and differences between the difference
between actual and proportionate share of contributions 50,690 179,478
University contributions subsequent to the measurement date 660,839 -
Total $ 5,079,578 $ 275.955
2016 Deferred Outflows  Deferred Inflows
of Resources of Resources
Differences between expected and actual experience $ 1,317 $ 221,896
Net difference between projected and actual earnings on pension
pension plan investments 3,163,969 -

Changes in proportion and differences between the difference

between actual and proportionate share of contributions - 333,905

University contributions subsequent to the measurement date 580,506 -

Total $ 3,745,792 $ 555,801
(Continued)
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For 2017, deferred outflows of resources includes the University’s proportionate share of the effects of
changes in assumptions resulting from OPERS experience study for the period 2011 through 2015.
Information from this study led to changes in both demographic and economic assumptions, with the most
notable being a reduction in the expected rate of investment return from an 8.0% actuarially assumed rate
of return down to 7.5%, for the defined benefit investments.

At June 30, 2017, the University reported $660,839 as deferred outflows of resources related to pensions
resulting from University contributions subsequent to the measurement date will be recognized as a
reduction of the net pension liability in the year ended June 30, 2018. Other amounts reported as deferred
outflows and inflows of resources related to OPERS pensions will be recognized in pension expense as
follows for the year ended June 30, 2017:

2018 $ 1,634,257
2019 1,824,722
2020 745,271
2021 (60,725)
2022 (568)
Thereafter (a73)

STRS Pension Costs

At June 30, 2017 and 2016, the University reported a liability of $19,372,697 and $16,198,930,
respectively, for its proportionate share of the STRS net pension liability. The net pension liability was
measured as of July 1, 2016 and 2015, respectively, and the total pension liability used to calculate the
net pension liability was determined by an actuarial valuation as of that date. The University’s proportion
of the net pension liability was based on the University’s long-term share of contributions to the pension
plan relative to the total employer contributions from all participating STRS employers. At June 30, 2017
and 2016, the University’s proportion was 0.0578% and 0.0586%, respectively, representing a (0.008)%
change in proportionate share. At June 30, 2016 and 2015, the University’s proportion was 0.0586% and
0.0677%, respectively, representing a (0.0091)% change in proportionate share.

For the years ended June 30, 2017 and 2016, the University recognized pension expense of $(3,676) and
$(649,661), respectively. At June 30, 2017 and 2016, the University reported deferred outflows of
resources and deferred inflows of resources related to pensions from the following sources:

2017 Deferred Outflows  Deferred Inflows
of Resources of Resources
Differences between expected and actual experience $ 782,750 % -
Net difference between projected and actual earnings on pension
plan investments 1,608,454
Difference between actual and proportionate share of contributions 1,729,399
University contributions subsequent to the measurement date 800,437
Total $ 3,191642 $ 1,729,399
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2016 Deferred Outflows  Deferred Inflows
of Resources of Resources

Differences between expected and actual experience $ 738,467 % -
Net difference between projected and actual earnings on pension

plan investments - 1,165,009

Difference between actual and proportionate share of contributions - 2,082,739

University contributions subsequent to the measurement date 794,080 -

Total $ 1532547 $ 3,247,748

At June 30, 2017, the University reported $800,437 as deferred outflows of resources related to
pensions resulting from University contributions subsequent to the measurement date will be recognized
as a reduction of the net pension liability in the year ended June 30, 2018. Other amounts reported as
deferred outflows and inflows of resources related to STRS pensions will be recognized in pension
expense as follows for the year ended June 30, 2017:

2018 $ (217,062)
2019 (217,062)
2020 505,124
2021 590,806

Actuarial Assumptions

OPERS Actuarial Assumptions

The total pension liability in the December 31, 2016 and 2015 actuarial valuations were determined using
the following actuarial assumptions, applied to all periods included in the measurement:

2016 2015
Inflation 3.25% 3.75%
Salary increases 3.25%-10.75% 4.25% — 10.05%
(average, including inflation)
Investment rate of return 7.50% 8.00%
Cost of living adjustment 3.00% 3.00%

(simple)

Mortality rates are based on the RP-2014 Healthy Annuitant Mortality table. For males, Healthy Annuitant
Mortality tables were used, adjusted for mortality improvement back to the observation period base of
2006 and then established the base year as 2015. For females, Healthy Annuitant Mortality tables were
used, adjusted for mortality improvement back to the observation period base of 2006 and then
established the base year as 2010. The mortality rates used in evaluating disability allowances were
based on the RP-2014 Disabled Mortality tables, adjusted for mortality improvement back to the
observation period base of 2006 and then established the base year as 2015 for males and 2010 for
females. Mortality rates for a particular calendar year for both healthy and disabled retiree mortality tables
are determined by applying the MP-2015 mortality improvement scale to the above described tables.
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The actuarial assumptions used in the December 31, 2016 and 2015 valuation were based on the results
of an actuarial experience study for the five-year period ended December 31, 2011 and 2010,
respectively.

The allocation of investment assets within the Defined Benefit portfolio is approved by the OPERS Board
as outlined in the annual investment plan. The long term expected rate of return on defined benefit
investment assets was determined using a building-block method in which best-estimate ranges of
expected future real rates of return are developed for each major asset class. These ranges are
combined to produce the long-term expected rate of return by weighting the expected future real rates of
return by the target asset allocation perc