





Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and discretely presented

component unit of Kentucky State University (the University), a component unit of the Commonwealth of Kentucky,includes the design, i
maintenance of internal control relevant to the preparation and fair p
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 audit. We did not audit the financial
statements of the Kentucky State University Foundation, Inc. (Foundation) which represent the entire discretely
tain reasonable assurance about whether the financial statements are free from

dation were not audited in accordance with Government Auditing Standards.

ures to obtain audit evidence about the amounts and disclosures in the financial
2d depend on the auditor's judgment, including the assessment of the risks of
| statements, whether due to fraud or error. In making those risk assessments, the
vant to the entity’s preparation and fair presentation of the financial statements in
it are appropriate in the circumstances, but not for the purpose of expressing an
entity’s internal control. Accordingly, we express no such opinion. An audit also
ess of accounting policies used and the reasonableness of significant accounting
well as evaluating the overall presentation of the financial statements.

we have obtained is sufficient and appropriate to provide a basis for our audit
























KENTUCKY STATE UNIVERSITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2018































KENTUCKY STATE UNIVERSITY
STATEMENT OF CASH FLOWS
Year ended June 30, 2018

Cash flows from operating activities
Tuition and fees
Grants and contracts
Payments to suppliers
Payments to employees
Payments to students
Collection of loans issued to students
Auxiliary enterprises:
Residence halls and dining
Bookstore
Other auxiliaries
Other payments
Net cash from operating activities

Cash flows from non-capital financing activities
State appropriations
Federal grants and contracts
Other
Net cash from non-capital financing activities

Cash flows from capital financing activities
Purchases of capital assets
Principal paid on capital debt
Interest paid on capital debt
Capital appropriations
Net cash from capital financing activities

Cash flows from investing activities
Investment income
Proceeds from sale of investments
Purchases of investments
Net cash from investing activities
Net change in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

$ 10,585,839
18,494,647
(23,036,507)
(39,227,212)
(5,555,850)
11,144

4,111,668
119,680
26,548

(144)
(34,470,187)

26,462,300
4,391,839

971,372

31,825,511

(4,522,840)
(854,099)
(198,575)

3,548,918

(2,026,596)

1,174,232
7,195,829

(8,370,061)

(4,671,272)
18,660,458

$ 13,989,186

(Continued)
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KENTUCKY STATE UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS PLANS (OPEB) (Continued)

Kentucky Teachers’ Retirement System

Medical Insurance Plan

Plan Description - In addition to the pension benefits previously described, Kentucky Revised Statute
161.675 requires KTRS to provide post-employment healthcare benefits to eligible members and
dependents. The KTRS Medical Insurance benefit is a cost-sharing multiple employer defined benefit plan.
Changes made to the medical plan may be made by the KTRS Board of Trustees, the Kentucky Department
of Employee Insurance and the General Assembly.

Benefits Provided - To be eligible for medical benefits, the member must have retired either for service or
disability. The KTRS Medical Insurance Fund offers coverage to members under the age of 65 through the
Kentucky Employees Health Plan administered by the Kentucky Department of Employee Insurance. KTRS
retired members are given a supplement to be used for payment of their health insurance premium. The
amount of the member’s supplement is based on a contribution supplement table approved by the KTRS
Board of Trustees. The retired member pays premiums in excess of the monthly supplement. Once retired
members and eligible spouses attain age 65 and are Medicare eligible, coverage is obtained through the
KTRS Medicare Eligible Health Plan.

Contributions - In order to fund the post-retirement healthcare benefit, seven and one-half percent (7.50%)
of the gross annual payroll of members is contributed. Three percent (3.75%) is paid by member
contributions and three quarters percent (0.75%) from state appropriation and three percent (3.00%) from
the employer. The state contributes the net cost of health insurance premiums for members who retired on
or after July 1, 2010 who are in the non-Medicare eligible group. Also, the premiums collected from retirees
as described in the plan description and investment interest help meet the medical expenses of the plan.

OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred Inflows

of Resources Related to OPEBs - At June 30, 2018, the University reported a liability of $5,799,000 for
its proportionate share of the collective net OPEB liability that reflected a reduction for state OPEB support
provided to the University. The collective net OPEB liability was measured as of June 30, 2017, and the
total OPEB liability used to calculate the collective net OPEB liability was based on a projection of the
University’'s long-term share of contributions to the OPEB plan relative to the projected contributions of all
participating employers, actuarially determined. At June 30, 2017, the University's proportion was
0.162629%.

The amount recognized by the University as its proportionate share of the OPEB liability, the related State
support, and the total portion of the net OPEB liability that was associated with the University were as
follows:

University's proportionate share of the net OPEB liability $ 5,799,000
State’s proportionate share of the net OPEB
liability associated with the University 2,630,000
Total $ 8,429,000
(Continued)
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KENTUCKY STATE UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 13 — KENTUCKY STATE UNIVERSITY FOUNDATION, INC.

Description of the Organization

Kentucky State University Foundation, Inc. (the Foundation) is a Kentucky not-for-profit corporation formed
to receive, invest and expend funds to promote and implement educational and developmental activities at
Kentucky State University (the University). The Foundation is managed by a Board of Trustees independent
from that of the University. The Foundation is supported primarily through contributions from alumni.

Summary of Significant Accounting Policies

Use of Estimates: The financial statements have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) which require management to make estimates
and assumptions that affect the reported amounts and disclosures in the financial statements. Actual
results could differ from those estimates. The following is a summary of the significant accounting policies
consistently followed by the Foundation in the preparation of its financial statements.

Basis of Presentation: Net assets and revenues, expenses, gains, and losses are classified based on the
existence or absence of donor-imposed restrictions. Accordingly, net assets of the Foundation are classified
and reported as follows:

Unrestricted net assets - Net assets that are not subject to donor-imposed stipulations.

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that will be met
by actions of the Foundation, pursuant to those stipulations or that expire by the passage of time.
Assets released from restrictions during 2018 primarily relate to scholarships and University and
student support.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that neither
expire by passage of time nor can be fulfilled or removed by actions of the Foundation pursuant to
those stipulations. Permanently restricted net assets consist of assets from which the income can
be used toward University scholarships and Foundation operations.

Cash and Cash Equivalents: The Foundation considers all highly liquid investments purchased with a
maturity of three months or less to be cash equivalents. The Foundation has a concentration of credit risk
in that it periodically maintains bank accounts which, at times, may exceed the coverage provided by the
Federal Deposit Insurance Corporation (FDIC). The Foundation has not experienced any losses on such
amounts. The Foundation believes it is not exposed to any significant credit risk on cash.

Investments: Investments are stated at fair value based on closing market quotations for such securities
or similar securities.

Property and Equipment: Property and equipment is recorded at cost if purchased or fair market value at
date of contribution if contributed. If the donors stipulate how long the assets must be used, the contributions
of property and equipment are recorded as restricted support. In the absence of such stipulations, these
contributions are recorded as unrestricted support. Depreciation is computed on a straight-line basis over
the estimated useful lives of the respective assets.

(Continued)
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KENTUCKY STATE UNIVERSITY
NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 13 — KENTUCKY STATE UNIVERSITY FOUNDATION, INC. (Continued)

Endowment Compasition (Continued)

Endowment net asset composition by type of fund as of June 30, 2018 is as follows:

Total Net
Temporarily  Permanently ~ Endowment
Unrestricted Restricted Restricted Assets
Donor-restricted endowment funds - $ 3,788,318 $ 3,794,106 $ 7,582,424
Changes in endowment net assets as of June 30, 2018 are as follows:
Total Net
Temporarily  Permanently  Endowment
Unrestricted Restricted Restricted Assets
Endowment net assets, beginning of year $ - $3981,609 $3,711,724 $ 7,693,333
Contributions - 78,882 78,882
Interest and dividends - 186,272 - 186,272
Realized and unrealized gains - 297,027 - 297,027
Amounts appropriated for expenditure - (676,590) - (676,590)
Reclassifications - - 3,500 3,500
Endowment net assets, end of year $ - $3,788,318 $3,794,106 $ 7,582,424
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KENTUCKY STATE UNIVERSITY
SCHEDULE OF THE UNIVERSITY'S CONTRIBUTION
KENTUCKY EMPLOYEES’ RETIREMENT SYSTEM
June 30, 2018
(Amounts in thousands)

Non-hazardous

2018 2017 2016 2015
Contractually required contribution $ 1,471 $ 1,516 % 1,312  $ 1,515
Contributions in relation to the
contractually required contribution $ 1471 $ 1516 $ 1,312  $ 1,515
Contribution deficiency (excess) $ - $ - $ - $ -
KSU covered payroll $ 3583 % 3888 % 4321 % 5,390
Contributions as a percentage of
covered payroll 41.05% 38.99% 30.36% 28.11%
Hazardous
2018
Contractually required contribution $ 61
Contributions in relation to the
contractually required contribution $ 61
Contribution deficiency (excess) $ -
KSU covered payroll $ 309
Contributions as a percentage of
covered payroll 19.74%

Note: These are 10-year schedules. However, the information in this schedule is not required to be
presented retroactively. Years will be added to this schedule in future fiscal years until 10-years of
information is available.
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KENTUCKY STATE UNIVERSITY
SCHEDULE OF THE UNIVERSITY'S (KSU)
PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
KENTUCKY TEACHERS’ RETIREMENT SYSTEM
June 30, 2018
(Amounts in thousands)

2018 2017 2016 2015

KSU’s proportion of the net pension liability $ 40,538 $ 68,926 $ 63,956 $ 64,987
KSU'’s proportionate share of the net

pension liability 0.14% 0.22% 0.23% 0.30%
State’s proportionate share of the collective

net pension liability $ 32,308 $ 6,496 $ 6,503 $ 7,374
KSU’s covered payroll $ 17,779 $ 16,961 $ 19,076 $ 21,451

KSU's proportionate share of the net
pension liability as a share of its covered

payroll 228.01% 406.38% 335.27% 302.96%
Plan fiduciary net position as a
percentage of total pension liability 39.83% 35.22% 42.49% 45.59%

Note: This table represents data that is one year in arrears.

Changes in assumptions: For fiscal year 2018, the KTRS plan discount rate increased from 4.20 percent
to 4.49 percent. For fiscal year 2017, the KTRS plan discount rate decreased from 4.88 percent to 4.20
percent. For fiscal year 2016, there was a decrease in the assumed investment rate of return from 7.75
percent to 7.50 percent; a decrease in the assumed rate of inflation from 3.50 percent to 3.25 percent; a
decrease in the assumed rate of wage inflation from 1.00 percent to 0.75 percent and a decrease in the
payroll growth assumption from 4.50 percent to 4.00 percent.
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