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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, as of and for the year ended June 30, 2020, and the related notes to the 
financial statements which collectively comprise the University’s basic financial statements as listed on the 
table of contents.   
 
Management’s Responsibility fo r 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 audit. We did not audit 
the financial statements of the Kentucky State University Foundation, Inc. (Foundation) which represents 
the entire discretely presented component unit of the University. Those financial statements were audited 
by other auditors whose reports thereon have been furnished to us, and our opinion, insofar as it relates to 
the amounts included for the Foundation is based solely on the reports of the other auditors. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America and the 
standards applicable to financial audit 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.   
The financial statements of the Foundation were not audited in accordance with Government Auditing 
Standards. 
 
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. 
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3. 

Introduction 
 
Management’s Discussion and Analysis of Kentucky State University’s (the University) financial statements 
provide an overview of the financial position and activities of the University for the year ended June 30, 
2020, with comparative information for the year ended June 30, 2019.  This discussion has been prepared 
by management and should be read in conjunction with the financial statements and the notes thereto, 
which follow this section.  The financial statements and related notes and this discussion and analysis are 
the responsibility of management.  
 
Kentucky State University is a Commonwealth of Kentucky coeducational institution for higher education. 
The University’s mission is to build on its legacy of achievement as a historically black, liberal arts, and 
1890 land-grant university, afford access to and prepare a diverse student population of traditional and non-
traditional students to compete in a multifaceted, ever-changing global society by providing student-
centered learning while integrating teaching, research, and service through high-quality undergraduate and 
select graduate programs. Kentucky State University is committed to keeping relevant its legacy of service 
by proactively engaging the community in partnerships on civic projects driven by the objective of positively 
impacting the quality of life of the citizens of the Commonwealth.  
 
Basis of Presentation 
 
The annual financial report and statements include the University and Kentucky State University 
Foundation, a component unit of the University. Kentucky State University Foundation, Inc. (the Foundation) 
is a not-for-profit Kentucky corporation which was established 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. 
 
Financial Highlights 
 
The University’s financial position at June 30, 2020, reflected total assets and deferred outflows of $136.1 
million and total liabilities and deferred inflows of $137.6 million.  Total net position was ($1.6) million.   
 
Total assets and deferred outflows increased by $18.4 million or 16%, primarily due to an increase in capital 
assets.  Total liabilities and deferred inflows increased by $16.1 million or 13% primarily due to increases 
in the net pension liability related to KTRS, accounts payable, and accrued liabilities. 
 
Unrestricted net position, which the University reserves for spending in programs and other capital-related 
contingencies, decreased $5.2 million.  
 
The University classifies amounts earned on endowments as spendable or non-spendable in accordance 
with the endowment’s donor stipulations.  Nonexpendable restricted net assets represent amounts, which 
must be maintained in perpetuity.  Expendable restricted net assets include private grants and contributions 
restricted for specific purposes and accumulated earnings on endowment assets. 
 
Operating revenues were nearly $39.9 million and operating expenditures were $68.5 million, resulting in a 
loss from operations of $28.6 million.  Net non-operating revenues were $30.9 million, including $25.8 
million in state appropriations, which, when combined with the loss from operations and capital 
appropriations, resulted in an overall increase in net position of $2.3 million. 
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6. 

Condensed Statement of Revenues, Expenses and Changes in Net Position 
 
 2020 2019 
 REVENUES 
  Student tuition and fees, net $ 10,290,971 $ 9,710,046 
  Grants and contracts  23,396,504  19,615,052 
  Auxiliary enterprises  5,263,410  4,426,675 
  Other operating revenue  971,948  1,221,466 
   Total operating revenues  39,922,833  34,973,239 
 
 EXPENSES 
  Educational and general  63,057,725  65,992,835 
  Auxiliary enterprises  5,466,801  4,726,810 
   Total operating expenses  68,524,526  70,719,645 
 
 Operating loss   (28,601,693)  (35,746,406) 
 
 NONOPERATING REVENUES (EXPENSES) 
  State appropriations  25,766,500  25,749,000 
  Federal grants and contracts  4,703,308  4,261,886 
  Investment income   590,615  871,874 
  Interest on capital asset – related debt  (118,215)  (276,798) 
   Total non-operating revenues  30,942,208  30,605,962 
 
 Income before capital appropriations  2,340,515  (5,140,444) 
  
 Capital appropriations  -  151,277 
 
 Change in net position  2,340,515  (4,989,167) 
 
 NET POSITION 
  Net position, beginning of year  (3,911,645)  1,077,522 
 
  Net position, end of year $ (1,571,130) $ (3,911,645) 
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8. 

Operating Revenue 
 
Total operating revenues were $39.9 million for the year ended June 30, 2020, as compared with $35.0 
million in FY19.  The primary components of operating revenue were federal, state and local grants and 
contracts of $23.4 million (58.6%), student tuition and fees, net, of $10.3 million (25.8%) and auxiliary 
services and other revenues of $6.2 million (15.6%).  FY20 net student tuition and fees revenue increased 
by $0.6 million compared to FY19. FY20 grants and contracts revenue increased $3.8 million compared to 
FY19 due to increased awards and spending.  FY20 auxiliary services and other revenue increased 
$587,218 compared to FY19. Refer to Figure 1  for the two-year trend of the operating revenues as a 
percent to total operating revenues and revenue by category. 
 
Operating Expenses 
 
Operating expenses totaled $68.5 million, a decrease of $2.2 from last year. Of this amount, $41.7 million 
(60%) was expended directly for the primary mission of the University – instruction (13%), research (10%), 
student services (12%), student aid (12%), and public service (13%).  Instruction is the main component of 
Primary Mission expenses amounting to $9.8 million in fiscal year 2020 or 13%.  Refer to Figure 2  for the 
operating expenses categorized into the Primary Mission of the University. 
 
(Percentages below do not include depreciation or operations/maintenance allocations.) 
 
Figure 2 
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12. 

Designated and Non-designated Spending 
 
In the tables below, expenses have been categorized into designated or non-designated spending 
categories. The designated spending category includes funds expended by function from contracts and 
grants, land grant, auxiliary and depreciation. These funds must be expended for the purposes for which 
the funds were received or budgeted. This category also includes funds for student aid. All other spending 
is categorized as non-designated spending. Total spending for all functions in 2020 in the non-designated 
category is consistent with 2019.  
 
  2020  
 Designated Non-designated Combined 
 Spending Spending Spending 
 
 Instruction $ 434,006 $     8,588,467 $ 9,022,473 
 Research  7,479,608  (550,253)  6,929,355 
 Public service  9,214,216  (339,101)  8,875,115 
 Academic support  100,537  177,823  278,360 
 Student services  809,688  7,836,726  8,646,414 
 Institutional support  3,456,969  11,043,954  14,500,923 
 Operation and maintenance of plant  -  4,997,765  4,997,765 
 Student aid  6,361,730  58,999  6,420,729 
 Auxiliary  5,167,732  -  5,167,732 
 Depreciation  3,685,660  -  3,685,660 
 
  Total $  36,710,146 $ 31,814,380 $ 68,524,526 
 
  2019  
 Designated Non-designated Combined 
 Spending Spending Spending 
 
 Instruction $ 1,130,410 $ 9,200,223 $  10,330,633 
 Research  8,418,721  (969,604)  7,449,117 
 Public service  11,171,830  (1,084,496)  10,087,334 
 Academic support  54,114  571,470  625,584 
 Student services  620,450  6,703,156  7,323,606 
 Institutional support  2,988,829  11,850,139  14,838,968 
 Operation and maintenance of plant  -  5,399,949  5,399,949 
 Student aid  5,898,427  465,536  6,363,963 
 Auxiliary  4,423,814  -  4,423,814 
 Depreciation  3,876,677  -  3,876,677 
 
  Total $ 38,583,272 $ 32,136,373 $ 70,719,645 
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13. 

The graph in Figure 3  shows a two-year trend of designated, non-designated, and combined spending.  
Designated spending decreased $1.9 million in 2020. Non-designated spending increased $1.4 million in 
2020. Combined spending decreased $0.4 million in 2020.    
 
Figure 3 
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Capital Assets 
 
Capital assets, net of accumulated depreciation, totaled $93.4 million at June 30, 2020, an increase of 
$18.2 million.  Capital assets as of June 30, 2020 and significant changes in capital assets during the year 
are as follows (in millions): 
 
    Net Additions 
   June 30, (Reductions) June 30, 
   2020 FY 19-20 2019 
 
 Land and land improvements     $ 6.3 $ - $ 6.3 
 Buildings, fixed equipment and infrastructure     155.8  -  155.8 
 Equipment, vehicles and capitalized software     32.6  0.8  31.8 
 Library materials and art      10.6  -  10.6 
 Construction in progress      31.8  21.1  10.7 
 Accumulated depreciation      (143.7)  (3.7)  (140.0) 
 
  Total     $ 93.4 $ 18.2 $ 75.2 
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14. 

Long-Term Debt 
 
At June 30, 2020, bonds and lease payable amounted to $16.1 million, as summarized below: 
 
 2020 2019 
 
 Lease obligations $ 14,133,959 $ 1,170,167 
 General receipts bonds  2,035,000  2,285,000 
 Bond discount  (27,377)  (31,861) 
 
  Total  $ 16,141,582 $ 3,423,306 
 
Economic Factors Impacting Future Periods 
 
University management continues its strategic mission to uniquely position Kentucky State University as 
Kentucky’s small public liberal arts institution of excellence for the citizens of the Commonwealth and for 
advancing higher education in Kentucky by inspiring innovation, growing leaders and advancing Kentucky.  
Executive management continues to work with the Council on Postsecondary Education to address the 
needs of the Commonwealth and believes it is positioning the University to become a strong, financially 
viable and efficient institution of higher learning. 
 
Future economic factors impacting Kentucky State University include the following known facts: 
 

�x Tuition and costs of attendance – Kentucky State University continues to weigh its costs of 
attendance with the funding provided by the General Assembly to successfully deliver its programs 
and remain one of the most affordable public institutions in the Commonwealth.  Funding levels 
and methodologies used for institutions of higher education in the Commonwealth are developed 
and approved by the Council on Postsecondary Education. 

�x Enrollment growth and student retention – Kentucky State University recruits a diverse student 
body of traditional, nontraditional and transfer students seeking baccalaureate and advanced 
degrees. Enrollment stabilization is a priority of University management and specifically, an 
increased strategy for recruiting in-state students. 

�x Program expansion – the University is well positioned to meet the needs of Kentuckians through 
its programs and educational activities. The University offers the following programs:  Bachelors in 
Mass Communications and Journalism, a Masters of Arts in Special Education, and a Masters in 
Business Administration, a Masters in Public Administration, a Masters in Computer Science, a 
Masters in Environmental Studies, a Masters of Science in Interdisciplinary Behavioral Studies and 
a Doctorate in Nursing Practice. 

�x Regional Stewardship – Kentucky State University continues to meet the economic and community 
needs of its area of geographic responsibility through collaborative initiatives with businesses, 
community-based organizations, schools and other educational agencies, citizens and local and 
state officials. 

�x Land Grant – Kentucky State University continues to fulfill its mission as a land grant institution 
providing innovative research opportunities on its research vessel, the Kentucky River Thorobred 
and community-based extension through the Rosenwald Center for Families and Children 

 
The overall financial position of the University was stable during fiscal year 2020. Revenue streams were 
stressed. As the University adapts to present economic environments, new opportunities for funding will be 
explored to complement state support. Executive management’s goal is to deliver exceptional programs 
and services to students and constituents while maintaining financial stability. Management believes 
Kentucky State University is able to sustain its financial position and solidify its standing as a regional 
university of excellence. 
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16. 

 2020 2019 
ASSETS 
Current assets 
 Cash and cash equivalents $ 1,205,650 $ 1,705,717 
  Total current assets  1,205,650  1,705,717 
 
Investments, at fair value  9,658,675  9,722,111 
 
Property and equipment 
 Equipment   140,400  140,400 
 Buildings and improvements  65,526  65,526 
      205,926  205,926 
Accumulated depreciation  (189,634)  (186,759) 
 Property and equipment, net  16,292  19,167 
 
Other assets   32,119  37,833 
 
 Total assets $ 10,912,736 $ 11,484,828 
 
LIABILITIES AND NET ASSETS 
Current liabilities 
 Accounts payable $ 12,250 $ 3,463 
 Accrued liabilities  4,697  3,618 
  Total liabilities  16,947  7,081 
 
Net assets 
 Without donor restrictions: 
  Undesignated  85,268  192,739 
  Board Designated for endowment  1,884,774  2,240,078 
   Total without donor restrictions  1,970,042  2,432,817 
 
 With donor restrictions: 
  Purpose restriction  4,837,222  5,052,179 
  Time-restricted for future periods  82,000  82,000 
  Perpetual in nature  4,006,525  3,910,751 
   Total with donor restrictions  8,925,747  9,044,930 
 
   Total net assets  10,895,789  11,477,747 
 
   Total liabilities and net assets $ 10,912,736 $ 11,484,828 
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17. 

 2020 2019 
REVENUES 
 Operating revenues 
  Student tuition and fees (net of scholarship  
     allowances of $4,880,611 and $6,392,830) $ 10,290,971 $ 9,710,046 
  Federal grants and contracts  21,403,764  18,007,131 
  State and local grants and contracts  1,992,740  1,607,921 
  Other operating revenues  971,948  1,221,466 
  Auxiliary enterprises: 
   Residence halls  2,675,932  2,244,306 
   Dining  2,552,342  2,055,561 
   Bookstore  35,136  113,190 
   Other auxiliaries  -  13,618 
    Total operating revenues  39,922,833  34,973,239 
 
EXPENSES  
 Operating expenses 
  Educational and general 
   Instruction  9,022,473  10,330,633 
   Research  6,929,355  7,449,117 
   Public service  8,875,115  10,087,334 
   Academic support  278,360  625,584 
   Student services  8,646,414  7,323,606 
   Institutional support  14,500,923  14,838,968 
   Operation and maintenance of plant  4,997,765  5,399,949 
   Student aid  6,420,729  6,363,963 
   Depreciation  3,386,591  3,573,681 
  Auxiliary enterprises 
   Residence halls  1,212,849  406,049 
   Dining  1,944,308  2,147,410 
   Other auxiliaries  1,003,413  800,293 
   Bookstore  1,007,162  1,070,062 
   Depreciation  299,069  302,996 
    Total operating expenses  68,524,526  70,719,645 
 
Operating loss    (28,601,693)  (35,746,406) 
 
NONOPERATING REVENUES (EXPENSES) 
 State appropriations  25,766,500  25,749,000 
 Federal grants and contracts  4,703,308  4,261,886 
 Investment income (net of investment expense)  590,615  871,874 
 Interest on capital asset-related debt  (118,215)  (276,798) 
  Net non-operating revenues  30,942,208  30,605,962 
 
Income before capital appropriations  2,340,515  (5,140,444) 
 
Capital appropriations  -  151,277 
 
Change in net position  2,340,515  (4,989,167) 
 
NET POSITION 
 Net position, beginning of year  (3,911,645)  1,077,522 
 
  Net position, end of year $ (1,571,130) $ (3,911,645) 
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  Without Donor With Donor 
  Restrictions Restrictions Total 
 
Revenues, gains and other support 
 Contributions   $ 5,550 $ 669,220 $ 674,770 
 
Investment income: 
 Interest and dividends    105,119  136,259  241,378 
 Realized and unrealized gains    263,278  382,187  645,465 
 Other, net of investment and management  
   expense    (60,191)  -  (60,191) 
  Total investment income, net    308,206  518,446  826,652 
 
Releases from restrictions    533,570  (533,570)  - 
   
  Total revenues, gain and other support   847,326  654,096  1,501,422 
 
Expenses: 
 Program services expenses: 
  Student support    152,110  -  152,110 
  University support    579,329  -  579,329 
   Total program services expenses   731,439  -  731,439 
 
 Management and general    239,782  -  239,782 
  Total expenses    971,221  -   971,221 
 
Change in net assets    (123,895)  654,096  530,201 
 
Net assets, beginning of year    2,556,712  8,390,834  10,947,546 
 
Net assets, end of year   $ 2,432,817 $ 9,044,930 $ 11,477,747 
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22. 

NOTE 1 – ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
 
Reporting Entity:  Kentucky State University (the University) is a component unit of the Commonwealth of 
Kentucky (the Commonwealth) and is included in the general-purpose financial statements of the 
Commonwealth.  The Kentucky State University Foundation, Inc. (the Foundation) is a legally separate, 
tax-exempt organization supporting the University.  The Foundation acts primarily as a fund-raising 
organization to supplement the resources that are available to the University in support of its programs.  
The Foundation’s Board of Directors is self-perpetuating and consists of graduates and friends of the 
University.  Although the University does not control the timing or amount of receipts from the Foundation, 
the majority of resources or income thereon that the Foundation holds and invests is restricted by the donors 
to the activities of the University.  Because these restricted resources held by the Foundation can only be 
used by, or for the benefit of, the University, the Foundation is considered a component unit of the University 
and is discretely presented in the University’s financial statements. 
 
Basis of Presentation:  The accompanying financial statements have been prepared in accordance with 
accounting principles generally accepted in the United States of America as prescribed by the 
Governmental Accounting Standards Board (GASB), including Statement No. 34, Basic Financial 
Statements and Management’s Discussion and Analysis for State and Local Governments, and Statement 
No. 35, Basic Financial Statements and Management’s Discussion and Analysis of Public College and 
Universities, issued in June and November, 1999, respectively.   The University reports as a Business Type 
Activity (BTA), as defined by GASB Statement No. 35.  BTA’s are those activities that are financed in whole 
or in part by fees charged to external parties for goods and services.   
 
Basis of Accounting:  The financial statements have been prepared on the accrual basis of accounting.  
Under the accrual basis of accounting, revenues are recognized when earned and expenses are recorded 
when an obligation has been incurred.   
 
GASB Statement No. 35 establishes standards for external financial reporting for public colleges and 
universities and requires that resources be classified for accounting and reporting purposes into the 
following net asset categories: 
 

�x Net investment in capital assets:  Capital assets, net of accumulated depreciation and 
outstanding principal balances of debt attributable to the acquisition, construction or improvement 
of those assets. 

 
�x Restricted:   

Nonexpendable – Net position subject to externally imposed stipulations that they be 
maintained permanently by the University.  Such positions include the University’s permanent 
endowment funds. 
Expendable – Net position whose use by the University is subject to externally imposed 
stipulations that can be fulfilled by actions of the University pursuant to those stipulations or 
that expire by the passage of time. 

 
�x Unrestricted : Net position whose use by the University is not subject to externally imposed 

stipulations.  Unrestricted net position may be designated for specific purposes by action of 
management or the Board of Regents or may otherwise be limited by contractual agreements with 
outside parties.  
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23. 

NOTE 1 – ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
The financial statement presentation required by GASB Statement No. 35 is intended to provide a 
comprehensive, entity-wide perspective of the University’s assets, liabilities, net position, revenues, 
expenses, changes in net position and cash flows. 
 
Cash Equivalents:  For the Statement of Cash Flows, the University considers all highly liquid investments 
with an original maturity of three months or less to be cash equivalents. 
 
Accounts, Grants, and Loans Receivable, Net:  Accounts receivables consist of tuition and fee charges, 
loans to students and amounts due from federal and state governments, non-governmental sources, in 
connection with reimbursements of allowable expenses made pursuant to grants and contracts.  Accounts 
receivables are recorded net of allowance for doubtful accounts. 
 
Allowance for Doubtful Accounts:  The allowance for doubtful accounts is established through a provision 
for doubtful accounts charged to expense.  The allowance represents an amount, which, in management’s 
judgment, will be adequate to absorb probable losses on existing accounts that may become uncollectible. 
 
Inventories:  Inventories are stated at the lower of cost (first-in, first-out method) or market and consist of 
physical plant items.   Inventories consist of physical plant, postage and printing supplies. 
 
Endowment Funds:  Kentucky State University recognizes its fiduciary duty not only to invest the 
University’s endowment holdings in formal compliance with the Uniform Prudent Management of 
Institutional Funds Act (UPMIFA) but also to manage those funds in continued recognition of the basic long-
term nature of the University.  The University interprets this to mean, in addition to the adopted spending 
guidelines and restrictions described below, that the assets of the University shall be actively managed, 
that is, investment decisions regarding the particular securities to be purchased or sold shall be the result 
of the conscious exercise of discretion.  The University recognizes that, commensurate with its overall 
objective of maximizing long-range return while maintaining a high standard of portfolio quality and 
consistency of return, it is necessary that proper diversification of assets be maintained both among and 
within the classes of securities held.  Within this context of active management and the necessity of 
adherence to proper diversification, the University relies upon appropriate professional advice. 
 
The University recognizes that long-term objectives are most important, but it is also necessary that shorter-
term benchmarks be used to assess the periodic performance of the investment program.  The University 
anticipates annual spending of five percent (5%) of the average market value for the past three years, the 
amount of which shall be determined in January of each year.  
 
The University believes that it is prudent to diversify endowment investments so as to minimize the risks of 
large losses and has established asset allocation ranges based upon the University’s participation 
demographics, anticipated cash flow requirements and the expected returns of the capital markets.   
 
Investments:  Investments are valued at fair value based on quoted market prices.   
 
Capital Assets:  Capital assets are stated at cost at date of acquisition or, in the case of gifts, at acquisition 
value at date of gift.  Equipment with a unit cost of $5,000 or more and having an estimated useful life of 
greater than one year is capitalized.  Renovations to buildings and infrastructure and land improvements 
that significantly increase the value or extend the useful life of the structure are capitalized.  Routine repairs 
and maintenance are charged to operating expense in the year in which the expense is incurred. 
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30. 

NOTE 7 – LONG-TERM LIABILITIES 
 
Long-term liabilities as of June 30, 2020, are summarized as follows:  
 

 Beginning   Ending Current Non-current 
 Balance Additions Reductions Balance Portion Portion 

 
Debt 
General receipts bonds $ 2,285,000 $ - $ 250,000 $ 2,035,000 $ 260,000 $ 1,775,000 
Bond discount   (31,861)  -  (4,484)  (27,377)  (4,484)  (22,893) 
  Total bonds  2,253,139  -  245,516  2,007,623  255,516  1,752,107 
 
Other long-term liabilities 
Capital lease obligations - 
  energy savings  1,170,167  13,247,087  283,296  14,133,958   886,872  13,247,087 
Federal grants refundable  557,842  -  32,084  525,758  -  525,758 
 
  Total long-term liabilities $ 3,981,148 $13,247,087 $ 560,896 $16,667,339 $1,142,388 $15,524,952 
 
 
The outstanding General Receipts Bonds Series A Bonds have interest rates from 3.625% - 3.875%.  The 
bonds mature through 2027.  The reserve requirements for these issues have been fully funded as of June 30, 
2020.  
 
All bonds are collateralized by University property and the pledge of certain revenues, tuition and fees.  
 
The net book value of assets acquired through the capital leases included in the above schedule was 
$15,516,877 as of June 30, 2020.  
 
The principal and interest repayment requirements relating to the outstanding bonds payable at June 30, 
2020, are as follows:  
 
 Year ending June 30 Principal Interest Total 
 
 2021 $ 260,000 $ 78,791 $ 338,791 
 2022  270,000  68,781  338,781 
 2023  280,000  58,319  338,319 
 2024  290,000  47,469  337,469 
 2025  300,000  36,231  336,231 
 2026-2028  635,000  37,200  672,200 
 
  Total $ 2,035,000 $ 326,791 $ 2,361,791 
  
 
During 2005, the University entered into a capital lease for an energy management project.  The lease 
obligation has an interest rate of 4.29% and requires annual payments of principal and interest through 
2021.  The lease obligation will be paid with guaranteed energy savings.  
 
During 2020, the University entered into a capital lease for an additional energy management project. The 
lease obligation has an interest rate of 2.7095% and requires semi-annual payments of principal and 
interest beginning in fiscal 2022 through 2036. The lease obligation will be paid with guaranteed energy 
savings.  
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33. 

NOTE 9 – DEFINED BENEFIT PENSION PLANS  (Continued) 
 

 

 Tier 1 
 Participation Prior to 
 September 1, 2008 

 Tier 2 
 Participation 
 September 1, 2008 
 through  
 December 31, 2013 

 Tier 3 
 Participation 
 January 1, 2014 

    
Reduced Retirement 
Benefit 

Any age with 25 years of 
service. Age 55 with 5 
years of service. 

Age 60 with 10 years of 
service.  Excludes 
purchased service 
(exception: refunds, 
omitted, free military). 

No reduced retirement 
benefit. 

 
Hazardous  

    
Benefit Formula Final Compensation X Benefit Factor X Years of Service Cash Balance Plan 
    
Final Compensation Highest 3 fiscal years 

(must contain at least 24 
months). Includes lump-
sum compensation 
payments (before and at 
retirement). 

3 highest salaries; each 
year must contain 12 
months. Lump-sum 
compensation payments 
(before and at retirement) 
are not to be included in 
creditable compensation. 

No Final Compensation 

    
Benefit Factor 2.49% 10 years or less = 1.30%. 

Greater than 10 years, but 
no more than 20 years = 
1.50%. Greater than 20 
years, but no more than 26 
years = 2.25%. Greater 
than 25 years = 2.50%. 

No benefit factor. A life 
annuity can be calculated 
in accordance with 
actuarial assumptions and 
methods adopted by the 
board based on member’s 
accumulated account 
balance. 

    
Cost of Living Adjustment 
(COLA) 

No COLA unless authorized by the Legislature.  If authorized, the COLA is limited to 
1.5%. This impacts all retirees regardless of Tier. 

    
Unreduced Retirement 
Benefit 

Any age with 20 years of 
service.  Age 55 with 60 
months of service.  

Any age with 25 years of 
service. Age 60 with 60 
months of service. 

Any age with 25 years of 
service. Age 60 with 60 
months of service. 

    
Reduced Retirement 
Benefit 

Age 50 with 15 years of 
service. 

Age 50 with 15 years of 
service. 

No reduced retirement 
benefit. 

 
 
Contributions - Benefit and contribution rates are established by state statute. Per Kentucky Revised 
Statute 61.565(3) contribution requirements of the active employees and the participating organizations are 
established and may be amended by the KRS Board. For the fiscal year ended June 30, 2020, University 
non-hazardous and hazardous employees were required to contribute 5 percent of their annual covered 
salary for retirement benefits for the year ended June 30, 2020.  Non-hazardous and hazardous employees 
with a participation date after September 1, 2008 were required to contribute an additional 1 percent of their 
covered salary for retiree healthcare benefits. The University was contractually required to contribute 49.47 
percent (41.06 percent allocated to pension and 8.41 percent allocated to OPEB) of annual covered payroll 
for non-hazardous pay and 36.85 percent (34.39 percent allocated to pension and 2.46 percent allocated 
to OEPB) for hazardous pay to the pension plan for the year ended June 30, 2020.  These amounts were  
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38. 

NOTE 9 – DEFINED BENEFIT PENSION PLANS  (Continued) 
 
Benefits Provided  

 

Tier 1 
Participation Prior to 

July 1, 2008 

 
Tier 2 

Participation on or After 
July 1, 2008 

 

  

   
 

Covered Employees: University faculty and professional 
staff that do not choose the Optional 
Retirement Plan (Deferred 
Contribution)  

 
University faculty and 
professional staff that do not 
choose the Optional Retirement 
Plan (Deferred Contribution)  

   
 

Benefit Formula: Final Compensation X Benefit Factor X Years of Service  

   
Final Compensation: Average  of the highest 5 annual 

salaries reduced 5% per year from 
the earlier of age 60 or the date 27 
years of service would have been 
completed.  Average of the highest 
3 annual salaries if age 55 with 27 
or more years of service.  The 
minimum annual service allowance 
for all members is $440 multiplied 
by credited service. 

 

Average  of the highest 5 annual 
salaries reduced 6% per year 
from the earlier of age 60 or the 
date 27 years of service would 
have been completed.  Average 
of the highest 3 annual salaries 
if age 55 with 27 or more years 
of service.  The minimum annual 
service allowance for all 
members is $440 multiplied by 
credited service.  

Benefit Factor: Non-University members: 2.00% for 
service prior to 7/1/1983; 2.50% for 
service after 7/1/1983; 2.00% if 
participation after 7/1/2002 and less 
than 10 years; 2.50% if participation 
after 7/1/2002 and more than 10 
years; 3.00% if retire after 7/1/2004 
with more than 30 years.  University 
members: 2.0% for each year of 
service. 

 
Non-University members: 1.70% 
if less than 10 years; 2.00% if 
greater than 10 years, but no 
more than 20 years; 2.30% if 
greater than 20 years, but no 
more than 26 years; 2.50% if 
greater than 26 years, but no 
more than 30 years; 3.00% for 
service greater than 30 years.  
University members: 1.50% if 
less than 10 years; 1.70% if 
greater than 10 years, but less 
than 20 years; 1.85% if greater 
than 20 years, but less than 27 
years; 2.00% if greater than 27 
years. 

 
   

Cost of Living 
Adjustment (COLA): 

1.5% annually additional ad hoc increases must be authorized by the General 
Assembly. 
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41. 

NOTE 9 – DEFINED BENEFIT PENSION PLANS  (Continued) 
 
The long-term expected return on pension plan investments was determined using a log-normal distribution 
analysis in which best-estimate ranges of expected future real rates of return (expected returns, net of 
pension plan investment expense and inflation) are developed for each major asset class.  These ranges 
are combined to produce the long-term expected rate of return by weighing the expected future real rates 
of return by the target asset allocation percentage and by adding expected inflation. The target allocation 
and best estimates of arithmetic real rates of return for each major asset class for the June 30, 2019 
actuarial valuation, are summarized in the following table: 
 
 Target Long-Term Nominal 
 Asset Class Allocation Rate of Return 
 
 U.S. Equity  40.0%  4.2% 
 International Equity  22.0  5.2 
 Fixed Income  15.0  1.2 
 Additional Categories (Incl. Hedge Funds, High Yield, 
          Non-U.S. Developed Bonds, and Private Credit Strategies)  8.0  3.3 
 Real Estate  6.0  3.8 
 Private Equity  7.0  6.3 
 Cash  2.0  0.9 
 
  Total  100.0% 
 
Changes in Assumptions and Benefit Terms Since Prior Measurement Date – The TPL as of June 30, 2019 
reflects the assumed municipal bond index rate decrease from 3.89 percent to 3.50 percent. The Single 
Equivalent Interest Rate (SEIR) remained at 7.50 percent.  
 
Changes in Assumptions and Benefit Terms Since Prior Measurement Date – There were no changes in 
assumptions or benefit terms as of June 20, 2019 from the June 30, 2018 measurement date.  
 
Changes Since Measurement Date - There were no changes between the measurement date of the 
collective net pension liability and the University reporting date that are expected to have a significant effect 
on the University’s proportionate share of the collective net pension liability. 
 
Discount rate - The discount rate used to measure the total pension liability at June 30, 2019 was 7.50%. 
The projection of cash flows used to determine the discount rate assumed that plan member contributions 
will be made at the current contribution rates and that employer contributions will be made at the actuarially 
determined contribution rates for all fiscal years in the future. Based on those assumptions, at the June 30, 
2019 measurement date, the pension plan's fiduciary net position was projected to be available to make all 
projected future benefit payments of current plan members. Therefore, the long-term expected rate of return 
on pension plan investments was applied to all periods of projected benefit payments to determine the total 
pension liability.  
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49. 

NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS PLANS (OPEB) (Continued) 
 
 Hazardous 
   Deferred Deferred 
   Outflows Inflows 
   of Resources of Resources 
 
 Difference between expected and actual experience $ - $ 34,419 
 Change of assumptions  52,700  286 
 Changes in proportion and differences between employer 
  contributions and proportionate share of plan contributions  37,917  46,395 
 Differences between expected and actual investment 
   earning on plan investments  2,097  13,266 
       
 Contributions subsequent to the measurement date  7,599  - 
 
  Total $ 100,313 $ 94,366 
 
 
Deferred outflows of resources resulting from employer contributions subsequent to the measurement date 
of $7,599, which include the implicit subsidy reported of $956, will be recognized as a reduction of net 
OPEB liability in the year ending June 30, 2020. The remainder of the deferred outflows and deferred 
inflows of resources are amortized over three to five years with remaining amortization as follows: 
 
 Year ending June 30: 
   2021 $ (2,136) 
   2022  (2,136) 
   2023  1,741 
   2024  (3,526) 
   2025  2,440 
   Thereafter  1,965 
   
   $ (1,652) 
 
OPEB Plan Fiduciary Net Position :  Detailed information about the KERS OPEB plans' fiduciary net 
position is available in the separately issued OPEB plan financial reports. 
 
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. 
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50. 

NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS PLANS (OPEB) (Continued) 
 
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. 
For the year ended June 30, 2020, the University contributed $304,439 to the KTRS medical insurance 
plan. 
 
OPEB Liabilities, OPEB Expense, and Deferred Ou tflows of Resources a nd Deferred Inflows of 
Resources Related to OPEBs - At June 30, 2020, the University reported a liability of $4,927,000 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, 2019, 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, 2020, the University’s proportion was .16%.  
 
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 $ 4,927,000 
 State’s proportionate share of the net OPEB 
   liability associated with the University  2,198,000 
 
  Total $ 7,125,000  
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51. 

NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS PLANS (OPEB) (Continued) 
 
For the year ended June 30, 2020, the University recognized OPEB expense of $177,000 and revenue of 
$30,000 for support provided by the State. At June 30, 2020, the University reported deferred outflows of 
resources and deferred inflows of resources related to OPEBs from the following sources: 
 
 Deferred Outflows Deferred Inflows 
 of Resources of Resources 
 Net difference between projected and actual 
   earnings on OPEB plan investments $ 131,000 $ - 
 Changes of assumptions  21,000  - 
 Differences between expected and actual experience  -  1,193,000 
 Changes in proportion and differences between employer 
      Contributions and proportionate share of contributions  289,000  91,000 
 University’s contributions subsequent to the 
   measurement date  304,439  - 
 
  Total $ 745,439 $ 1,284,000 
 
Of the total amount reported as deferred outflows of resources related to OPEB, $304,439 resulting from 
University contributions subsequent to the measurement date and before the end of the fiscal year will be 
included as a reduction of the collective net OPEB liability in the year ended June 30, 2021. Other amounts 
reported as deferred outflows of resources and deferred inflows of resources related to OPEB will be 
recognized in the University’s OPEB expense as follows: 
 
 Year ended June 30: 
    2021 $ (163,000) 
    2022  (163,000) 
    2023  (153,000) 
    2024  (155,000) 
     2025  (132,000) 
     Thereafter  (77,000) 
 
     $ (843,000) 
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56. 

NOTE 10 – OTHER POSTEMPLOYMENT BENEFITS PLANS (OPEB) (Continued) 
 
The target allocation and best estimates of arithmetic real rates of return for each major asset class, as 
provided by TRS’s investment consultant, are summarized in the following table: 

  June 30, 2020  
 Target Long-Term Nominal 
 Asset Class* Allocation Rate of Return 
 
 U.S. Equity 40.0%  4.3% 
 International Equity 23.0   5.2 
 Fixed Income 18.0  1.2 
 Real Estate 6.0  3.8 
 Private Equity 5.0  6.3 
 Additional Categories** 6.0  3.2 
 Cash  2.0  0.9 
 
  Total   100.0% 
 
* As the LIF investment policy is to change, the above reflects the pension allocation and returns that 

achieve the target 7.5% long-term rate of return. 

** Modeled as 50% High Yield and 50% Bank Loans. 
 
KTRS Life Plan Changes in Assumptions Since Prior Measurement Date – For the fiscal year ended, 
June 30, 2020, the municipal bond index rate decreased from 3.89 percent to 3.50 percent. There were no 
changes for the fiscal year ended June 30, 2019.  
 
KTRS Life Plan Changes Since Measurement Date  - There were no changes between the measurement 
date of the collective net OPEB liability and the University’s reporting date that are expected to have a 
significant effect on the University’s proportionate share of the collective net OPEB liability.  
 
Discount rate  - The discount rate used to measure the total OPEB liability for life insurance was 7.50%. 
The projection of cash flows used to determine the discount rate assumed that the employer contributions 
will be made at statutorily required rates. Based on those assumptions, the OPEB plan’s fiduciary net 
position was projected to be available to make all projected future benefit payments of current plan 
members. Therefore, the long-term expected rate of return on OPEB plan investments was applied to all 
periods of projected benefit payments to determine the total OPEB liability.  
 
Sensitivity of the University's proportionate share of the net OPEB liability to changes in the 
discount rate  - The following table presents the University’s proportionate share of the collective net OPEB 
liability of the System, calculated using the discount rate of 7.50%, as well as what the University’s  
proportionate share of the collective net OPEB liability would be if it were calculated using a discount rate 
that is 1-percentage-point lower (6.50 %) or 1-percentage-point higher (8.50%) than the current rate: 
 
 1% Current 1% 
 Decrease Discount Increase 
 (6.50%) Rate (7.50%) (8.50%) 
 
 University’s net OPEB (LI) liability $ 186,000 $ 126,000 $ 76,000 
 
KTRS Life Plan Changes of Benefit Terms  - There were no changes for fiscal years ended June 30, 
2020.  
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61. 

NOTE 14 – KENTUCKY STATE UNIVERSITY FOUNDATION, INC. (Continued) 
 
Liquidity and Availability 
 
As of June 30, 2020, the following financial assets held by the Foundation could readily be made available 
within one year of the balance sheet date to meet general expenditures: 

Cash and cash equivalents   $ 51,956 
Operating investments    234,044 
Endowment appropriations    258,339 
 
 Total investments   $ 544,339 

 
The Foundation regularly monitors liquidity required to meet its operating needs and other contractual 
commitments, while also striving to maximize the investment of its available funds. The Foundation has 
various sources of liquidity at its disposal, including cash and cash equivalents, as well as marketable debt 
and equity securities. The Foundation strives to maintain financial assets available to meet general 
expenditures at a level that represents 100% of annual expenses. The Finance Committee meetings semi-
annually to review cash needs and funds availability for the following six-month period.  
 
For purposes of analyzing resources available to meet general expenditures over a 12-month period, the 
Foundation considers all expenditures related to its ongoing activities of providing scholarships and other 
reimbursements to the University, restricted expenditures on behalf of the University, as well as its own 
operating needs to be general expenditures. The Foundation operates with a balanced budget and 
anticipates collecting sufficient revenue to cover general expenditures not covered by donor restriction.  
 
Investments 
 
Investments as of June 30, 2020 are summarized as follows: 

Equity securities   $ 6,840,254 
Debt securities    2,767,288 
U.S. government securities    51,133 
 
 Total investments   $ 9,658,675 
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63. 

NOTE 14 – KENTUCKY STATE UNIVERSITY FOUNDATION, INC. (Continued) 
 
Net Assets With Donor Restrictions 
 
Net assets with donor restrictions as of June 30, 2020 are restricted for the following purpose: 
 

Subject to expenditure for specified purpose: 
 Instruction and institutional support   $ 1,893,497 
 Scholarships    1,256,788 
       Total subject to expenditure for specified purpose    3,150,285 
 
Subject to the passage of time    82,000 
 
Subject to endowment spending policy and appropriation: 
 Investments in perpetuity (including amounts above the  
 original gift amount of $4,006,525), which once appropriated,  
 are expendable to support the following programs: 
      Instruction and institutional support    1,341,442 
      Scholarships    4,352,020 
   Total subject to endowment spending policy and appropriation    5,693,462 

 
   Total net assets with donor restrictions   $ 8,925,747 

 
Net Assets Released from Restriction 
 
For the year ended June 30, 2020, net assets were released from donor restrictions by incurring expenses 
satisfying the purpose of the restrictions specified by donors as follows: 
 

Endowment spending allocation   $ 10,225 
University support    142,685 
Scholarships    399,328 
Operating and other expenses    188,144 
Student support    99,354 
Travel and other expenses    35,647 

 
 Total release from restrictions   $ 875,383 
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65. 

NOTE 14 – KENTUCKY STATE UNIVERSITY FOUNDATION, INC. (Continued) 
 
Endowment Composition (Continued) 
 
Spending Policy:  The Foundation spending policy is to distribute an amount at least equal to 3-5% of a 
moving sixteen quarter average of the fair value of the endowment funds. Accordingly, over the long term, 
the Foundation expects its spending policy to allow its endowment assets to grow at an average rate of 3% 
annually.  This is consistent with the Foundation’s objective to maintain the purchasing power of endowment 
assets as well as to provide additional real growth through investment return. 
 
Changes in endowment net assets as of June 30, 2020 are as follows: 
 
  Without With Total Net 
  Donor Donor Endowment 
  Restrictions Restrictions Assets 
 
 Endowment net assets, beginning of year  $ 2,240,078 $ 5,559,606 $  7,799,684 
 Contributions    -  82,869  82,869 
 Interest and dividends    98,931  102,181  201,112 
 Realized and unrealized gains    11,424  53,060  64,484 
 Other, net of investment expense    -  (101,765)  (101,765) 
 Amounts appropriated for expenditure    (373,840)  (10,225)  (384,065) 
 Reclassifications    (91,819)  7,736  (84,083) 
 
 Endowment net assets, end of year   $ 1,884,774 $ 5,693,462 $ 7,578,236 
 
 
Retirement Plan 
 
The Foundation has a defined contribution profit sharing plan which covers all employees who meet certain 
requirements.  Foundation contributions are discretionary. No contributions were made for the year ended 
June 30, 2020. 



 

 

REQUIRED SUPPLEMENTARY INFORMATION 
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67. 

SCHEDULE OF THE UNIVERSITY’S CONTRIBUTION 
KENTUCKY EMPLOYEES’ RETIREMENT SYSTEM 

June 30, 2020 
(Amounts in thousands) 

 
 
 

Non-hazardous 
 
 2020 2019 2018          2017 2016 2015 

Contractually required  
  contribution $   1,924  $ 1,830 $ 1,471 $ 1,516 $ 1,312 $ 1,515 
Contributions in relation to  
  the contractually required  
  contribution $ 1,924 $ 1,830 $ 1,471 $ 1,516 $ 1,312 $ 1,515 
Contribution deficiency (excess) $ - $ - $ - $ - $ - $ - 
KSU covered payroll $ 4,686 $ 4,457 $ 3,583 $ 3,888 $ 4,321 $ 5,390 
Contributions as a percentage 
  of covered payroll  41.07%  41.06%   41.05%   38.99%  30.36%  28.11% 
 
 
Hazardous 
 

 2020 2019 2018 
Contractually required  
  contribution $   32 $ 35 $ 61 
Contributions in relation to  
  the contractually required  
  contribution $  32 $ 35 $ 61 
Contribution deficiency (excess) $ - $ - $ - 
KSU covered payroll $ 106 $ 114 $ 309 
Contributions as a percentage of  
  covered payroll  30.19%  30.70%  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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68. 

SCHEDULE OF THE UNIVERSITY’S (KSU)  
PROPORTIONATE SHARE OF THE NET PENSION LIABILITY 

KENTUCKY TEACHERS’ RETIREMENT SYSTEM 
June 30, 2020 

(Amounts in thousands) 
 
 
 

 2020 2019 2018 2017 2016 2015 
 
KSU’s proportion of the net  
  pension liability $ 22,159 $ 22,617 $ 40,538 $ 68,926 $ 63,956 $ 64,987 
State’s proportionate share of  
  the collective net pension  
  liability  24,011  16,827  32,308  6,496  6,503  7,374 
     Total  $ 46,170 $ 39,444 $ 72,846 $ 75,422 $ 70,459 $ 72,361 
 
KSU’s proportionate share  
  of the net   pension liability  0.16%  0.16%  0.14%  0.22%  0.23%  0.30% 
KSU’s covered payroll $   22,544  $ 19,083 $ 17,779 $ 16,961 $ 19,076 $ 21,451 
KSU’s proportionate share  
  of the net pension liability  
  as a share of its covered  
  payroll  98.29%  118.52%  228.01%  406.38%  335.27%  302.96% 
Plan fiduciary net position  
  as a percentage of total  
  pension liability  58.10%  59.30%  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 2020, the assumed municipal bond index rate decreased from 3.89% to 
3.50%. For fiscal year 2019, the KTRS plan discount increased from 4.49% to 7.50%. 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.  
 
 
 














