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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Mr. Thomas L. Wagner, Jr., CPA, State Auditor
State of South Carolina
Columbia, South Carolina

We have audited the accompanying financial statements of the business-type activities and the
discretely presented component unit of Lander University (University), a department of the State of South
Carolina, as of and for the year ended June 30, 2005, as listed in the table of contents. These financial
statements are the responsibility of the University's management. Our responsibility is to express an
opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we plan
and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the basic financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reasonable basis for our opinion.

As discussed in Note 1, the financial statements of the University are intended to present the
financial position, and the changes in financial position and cash flows, of only that portion of the
business-type activities of the State of South Carolina that is attributable to the transactions of the
University. They do not purport to, and do not, present fairly the financial position of the State of South
Carolina as of June 30, 2005, and the changes in its financial position and its cash flows, where
applicable, for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the business-type activities and the discretely presented component unit of the
University as of June 30, 2005, and the changes in financial position and cash flows thereof for the year
then ended in conformity with accounting principles generally accepted in the United States of America.

Management’s discussion and analysis on pages 3 - 8 is not a required part of the basic financial
statements, but is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries of management
regarding the methods of measurement and presentation of the supplementary information. However we
did not audit the information and express no opinion on it.

www.elliottdavis.com



The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all material respects, in relation to the
basic financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated
August 24, 2005 on our consideration of the University’s internal control over financial reporting and 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 and should be read in conjunction with

this report in considering the results of our audit.
W, 2 Coereia LLC
/

August 24, 2005



LANDER UNIVERSITY
Management’s Discussion and Analysis

Overview of the Financial Statements and Financial Analysis

Lander University is pleased to present its financia statements for fiscal year 2005. Condensed
statements for fiscal years 2004 and 2005 will be presented in this section for comparative purposes.
However, the emphasis of discussions about these statements will be on current year data. While
maintaining financia health is crucial to the long-term viability of the University, the primary mission of
a public institution of higher education is to provide education, research, and public service. Therefore,
net assets are accumulated only as required to ensure that there are sufficient reserve funds for future
operations.

This report consists of a series of financia statements, prepared in accordance with the Governmental
Accounting Standards Board (GASB) in Statement No. 34, Basic Financial Satements and
Management’ s Discussion and Analysis for State and Local Governments and Statement No. 35, Basic
Financial Satements - and Management’s Discussion and Analysis - for Colleges and Universities.
These statements focus on the financia condition of the University, the results of operations, and cash
flows of the University as awhole.

There are three financial statements presented: the Statement of Net Assets; the Statement of Revenues,
Expenses and Changes in Net Assets; and, the Statement of Cash Flows. These statements present
financia information in aformat similar to that used by private corporations. The University’s net assets
(the difference between assets and liabilities) are one indicator of the improvement or erosion of the
University’s overall finances when considered with non-financial facts such as enrollment levels and the
condition of the facilities.

In addition, the financia statements contain a statement of net assets and statement of activities for The
Lander Foundation, a discretely presented component unit. The Foundation’s separately issued financial
statements are audited by independent auditors retained by them.

This discussion and analysis of the University’ s financial statements provides an overview of its financia
activities for the year.

Statement of Net Assets

The Statement of Net Assets presents the assets, liabilities, and net assets of the University as of the end
of the fiscal year. The purpose of the Statement of Net Assets is to present a fiscal snapshot of Lander
University. The Statement of Net Assets presents end-of-year data concerning assets (property owned by
the University and debts owed by others to the University), liabilities (debts owed to others and funds
collected from others prior to the University providing service/goods), and net assets (assets minus
liabilities). It is prepared under the accrual basis of accounting, whereby revenues and assets are
recognized when the service is provided and expenses and liabilities are recognized when others provide
the service to the University, regardless of when cash is exchanged.

The Statement of Net Assets provides data that identifies the assets available to continue the operations of
the University as well as how much the University owes vendors, investors, and lending ingtitutions.
Finally, the Statement of Net Assets provides a picture of the net assets (assets minus liabilities) and their
availability for expenditure by the ingtitution.



Net assets are divided into three mgjor categories. The first category, invested in capital assets, net of
debt, provides the institution’s equity in property, plant, and equipment owned by the ingtitution. The
next asset category is expendable restricted net assets. Expendable restricted net assets are available for
expenditure by the institution but must be spent for purposes as determined by donors and/or externa
entities that have placed time or purpose restrictions on the use of the assets. The final category is
unrestricted net assets. Unrestricted assets are available to the institution for any lawful purpose of the
indgtitution.  Although unredtricted net assets are not subject to externally imposed stipulations,
substantiadly all of the University’s unrestricted net assets have been designated for various academic
programs and initiatives.

Condensed Summary of Net Assets

Increase/ Percent
Assets: 2005 2004 Decrease Change
Current assets $ 15,438,559 $ 21,659,086 $ (6,220,527) -28.72%
Capital assets, net 43,637,960 35,028,042 8,609,918 24.58%
Other assets 1.646.714 1,573,953 72,761 4.62%
Total Assets 60.723.233 58.261.081 2,462,152 4.23%
Liabilities:
Current Liabilities 4,557,866 2,701,733 1,856,133 68.70%
Noncurrent Liabilities 12,644,238 13,067,409 (423,171) -3.24%
Total Liabilities 17,202,104 15,769,142 1,432,962 9.09%
Net Assets:
Invested in capital assets, net of debt 32,470,529 23,363,043 9,107,486 38.98%
Restricted-expendable 6,061,800 11,348,583 (5,286,783) -46.59%
Unrestricted 4.988.800 7,780,312 (2,791.512) -35.88%
Total Net Assets $ 43,521,129 $ 42,491,938 $ 1,029,191 2.42%
LANDER UNIVERSTY
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The asset mix changed during the year as cash (a current asset) from the institutional bond was spent for
the construction of the new residence hall (capital assets). Additionally, capital assets increased due to
purchases of moveable equipment and construction projects in progress including the new physical plant,
the main entrance, and the renovation/addition to the Grier Center.

Current liabilities increased due to payables at year-end primarily for the new residence hdl.



Statement of Revenues, Expenses and Changes in Net Assets

The Statement of Revenues, Expenses and Changes in Net Assets presents the revenues earned and
expenses incurred during the year as either operating or non-operating activities. All things being equal, a
public University’s dependency on state aid and gifts will result in operating deficits. The GASB requires
state appropriations and gifts to be classified as non-operating revenues. The uilization of long-lived
assets, referred to as capital assets, is reflected in the financial statements as depreciation, which

amortizes the cost of an asset over its expected useful life.

Changes in total net assets as presented on the Statement of Net Assets are based on the activity presented
in the Statement of Revenues, Expenses, and Changes in Net Assets. The purpose of the statement is to
present the revenues received by the ingtitution, both operating and non-operating, and the expenses paid
by te inditution, operating and non-operating, and any other revenues, expenses, gains and losses
received or spent by the ingtitution.

Generdly speaking, operating revenues are received for providing goods and services to the various
customers and constituencies of the ingtitution. Operating expenses are those expenses paid to acquire or
produce the goods and services provided in return for the operating revenues, and to carry out the mission
of the indtitution. Non-operating revenues are revenues received for which goods and services are not
provided.

Condensed Summary of Revenues, Expenses
and Changes in Net Assets

Increase/ Percent
2005 2004 (Decrease) Change
Operating Revenues:

Student tuition and fees $ 9,303,955 $ 8,756,354 $ 547,601 6.25%

Sales and services 6,488,313 5,999,784 488,529 8.14%

Grants and contracts 7,847,550 7,365,956 481,594 6.54%

Other operating revenues 719,944 567,327 152,617 26.90%

Total operating revenues 24,359,762 22,689,421 1,670,341 7.36%
Operating Expenses:

Compensation and Benefits 20,459,365 19,323,401 1,135,964 5.88%

Supplies and Services 10,624,476 9,911,911 712,565 7.19%

Scholarships and Fellowships 1,916,714 2,306,547 (389,833) -16.90%

Depreciation 1,789,912 1,610,369 179,543 11.15%

Total operating expenses 34,790,467 33,152,228 1,638,239 4.94%
Operating loss (10,430,705) (10,462,807) 32,102 -0.31%
Nonoperating Revenues (Expenses):

State Appropriations 9,828,270 9,103,081 725,189 7.97%

State Grants and Contracts 9,295 447,391 (438,096) -97.92%

Gifts 890,258 810,436 79,822 9.85%

Investment income 397,215 187,348 209,867 112.02%

Land donated (50,418) - (50,418) N/A

Gain (loss) on disposal of assets (7,429) 533 (7,962) -1493.81%

Interest expense (76.845) (179.354) 102.509 -57.15%

Total nonoperating revenues (expenses) 10,990,346 10.369.435 620,911 5.99%
Income before other revenues,
expenses, gains, losses 559,641 (93,372) 653,013 -699.37%
Other Revenues:

Capital Improvement Bonds 469,550 202,229 267,321 132.19%
Change in Net Assets 1,029,191 108,857 920,334 845.45%
Net Assets, Beqinning of Year 42,491,938 42,383,081 108,857 0.26%
Net Assets, End of Year $ 43521129 $ 42,491,938 $ 1029191 2.42%




LANDER UNIVERSITY

REVENUE ANALYSIS
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LANDER UNIVERSITY
EXPENDITURE ANALYSIS
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The Condensed Summary of Revenues, Expenses and Changes in Net Assets reflect a positive year with
an increase in Net Assets at the end of the year. Some highlights of the information presented in this
Summary follow.

In FY 2000 the Genera Assembly made the decision to give students scholarship dollars in lieu of
increased direct appropriations to state-supported colleges and universities. Thus tuition was increased in
fiscal year 2005 by 8.4% in an effort to offset stagnant General Fund Appropriations. The University
continues to rely more heavily on tuition and fees and other revenues to cover operational costs. During
fiscal year 2005, State appropriations represented approximately 28% of the University’s total current
operating revenues.

Scholarship expense decreased by approximately $390,000 in FY 2005. Scholarship expense is the
portion of student financia aid revenue that flows through the University and is returned to the student in
the form of excessaid. The expense is offset by a like amount of revenue. The sum of the expense and
the scholarship alowance equals the total amount of financia aid from resources aready recognized as
revenue by the University. Examples of this revenue are Pell Grants, Life Scholarships, Lander
Foundation Scholarships, and Ingtitutional Scholarships.



This scholarship expense decrease is because award amounts for Financial Aid such as Pell Grants and
the South Carolina Lottery funded grants were the same as in FY 2004 while the tuition and fees at
Lander increased. These two occurrences mean students used more of their awards to pay for tuition and
fees thus received lessin excess aid checks.

The University has purchased and installed a new administrative software package, SCT Banner at a cost
of $3 million plus. All components have been implemented and are fully operational with the exception
of the donations module for the Lander Foundation. This last piece is scheduled to be activated in
September of 2005. Through best management practices, the University has purchased and paid for the
entire package (plus add-ons) which includes hardware, software, training, implementation, and
maintenance. There will continue to be on-going training and maintenance costs which will be funded
from recurring budgeted sources.

Other projects for the year included the near completion of the physica plant on the northwest side of the
campus. At a cost of dightly more that one million dollars, this building will house the Physical Plant
and Engineering Services staff.

Also in that area is the construction of a 90,000-square-foot residence hall to house 300 students. The
building, tentatively called Centennia Hall, is located at Sproles and Barksdd e streets and is scheduled to
be ready for occupancy in January 2006. It will feature suites of four single occupancy rooms sharing
common living areas and bathrooms. Bedrooms and common areas will be furnished. Each floor will
have study rooms, meeting space, and laundry facilities. Wireless internet access and cable television
service will also be available. McMillan Smith and Partners are the architects for the project and Triangle
Construction Company is handling congtruction. This project will alow the Uuniversity to bring
residential students back on campus by replacing student housing Lander is currently leasing at the
Greenwood High Apartments on Main Street and, eventually, Coleman Hall on Hampton Street, which
the University owns.

In conjunction with the new physical plant and residence hall is the communications ductbank which will
link these two building with the rest of the campus and the outside world.

The Athletic area got a boost with the addition of new soccer field bleachers. The concrete bleachers
were built into an existing natural hill. Steel railings were added. The seating capacity is approximately
300.

The Lander Foundation repaired the bells in the Laura Lander tower. The bells chime on the haf-hour
and the hour. In addition, at 8 AM, 12 noon and 5 PM along with striking the hour, they play a medley of
tunes for 15 minutes. They also play for special occasions such as graduation and open house. This
addition to the campus has been enjoyed not only by the campus community but by the Greenwood
community as well.

Another addition to the campus is Aramark’s opening of a coffee shop aptly named Java City. This new
shop is located on the third floor of the library and sells various kinds of coffees and snacks. (Aramark is
Lander’s food service provider.) Also Aramark and Lander have entered into a cooperative agreement
that includes the renovation of the existing dining facility and the new construction of an adjoining 3,000
square foot dining area. The project will include an HVAC upgrade, electrical system upgrade, new EST-
3 fire darm system, and an outside (open air) concrete dining area, an ADA compliant route to and
through the Grier Student Center, new interior flooring, ceiling, lighting, dining furniture, serving
stations, and interior décor. The exterior walls will be storefront dark-bronze glass. Substantial

demalition of the existing brick patio and stairs will take place. This project is currently underway and is
being funded in part by a $500,000 loan/investment from Aramark that will be amortized over a 7 year
period. Other funding sources include Capital Improvement Bonds reserves.

Spanning the ravine between the new residence hall and the newly renovated dining facility will be a
pedestrian bridge. The prefabricated bridge, designed to be a link between the traditional facade of the
residence hall and the more modern construction of the student center, is adorned with site constructed
curving brick walls and patios to serve as a gathering place on either end. This well lit bridge will
overlook a newly cleared ravine featuring a natura shelf that when completed should provide a restful
shady gathering area for faculty, staff, and students.
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Also under construction is a new entrance boulevard that will make the campus more visible by offering
an unobstructed view from Calhoun Street. The first phase of the project involves carving a new road
amogt pardlel to the current entryway leading from Calhoun to Willson Street where the Carnell

Learning Center and Barratt Hall are located. The new roadway expected to be completed in September
includes the construction of the road with curbs, sidewaks, and bicycle lanes. Additiona landscaping,
lighting, a smal fountain, and 230 paved spaces for general and visitor parking is scheduled for
completion in January 2006. In order to have a cleaner landscape, the utilities are being relocated and put
underground. In addition the existing street will be demolished and the area landscaped. Funding for this
project has been earmarked from prior years carry-forward and grant funds secured from other sources.

The latest addition to the Lander campus is actually located off campus. The Greenwood Woman's Club
recently donated its house on West Cambridge Avenue to The Lander Foundation. The University
anticipates using the property as a conference and meeting site. The Woman's Club will continue to hold
its meetings in the facility now renamed Cambridge Hall.

Statement of Cash Flows

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

Economic Outlook

The University is not aware of any facts, decisions, or conditions that are expected to have a significant
effect on the financial position or results of operations during fiscal year 2006.

The University is anxiousy awaiting the completion of the current numerous projects that are underway.
Looking forward to 2006, other campus initiatives include new roofs for the Grier Center and Cultural
Center. The Jackson Library will undergo significant renovations that involve replacing the roof and
updating the heating, ventilation and air conditioning systems. The University recently selected DSP of
Greenwood as the design firm for the renovation of Lide Student Housing, the apartment style complex
on Willson Street. This project is scheduled for completion for occupancy fall 2006. Also in 2006, the
University intends to borrow an additional $8 million in State Institutional Bonds. Five million of these
funds will be used for the completion of the new residence hall including the pedestrian walkway and
associated landscaping. The remaining $3 million is eermarked for the renovation of Lide.

Even with arelatively flat funded year in 2005, the University was able to generate a modest increase in
Net Assets. The University anticipates fiscal year 2006 will not be substantialy different from the last.
The General Assembly partialy funded a 4% pay increase for state employees and agreed to fund the
increase in health insurance effective January 1, 2006. A tuition increase of 12.5% for fisca year 2006
has been adopted by the Board of Trustees. Fall enrollment is projected to reaize a modest increase.
These two factors coupled together should give the University the resources to maintain its ability to react
to unknown internal and external issues.



LANDER UNIVERSITY
STATEMENT OF NET ASSETS
JUNE 30, 2005

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 10,943,205
Restricted cash and cash equivalents 2,852,285
Accounts receivable - Net 624,335
Interest receivable 211,629
Inventories 175,931
Prepaid items 631,174
Total current assets 15,438,559
NONCURRENT ASSETS
Restricted assets
Cash and cash equivaents 113,859
Student loans receivable 1,532,855
Capital assets - Net 43,637,960
Total noncurrent assets 45,284,674
Total assets $ 60,723,233
LIABILITIES
CURRENT LIABILITIES
Accounts and retainages payable $ 2,145,039
Accrued payroll and related liabilities 428,917
Accrued interest payable 46,372
Long-term liabilities - Current 1,294,499
Other deposits 4,896
Deferred revenues 638,143
Total current liabilities 4,557,866
NONCURRENT LIABILITIES
Genera obligation bonds 9,285,000
Premium on bonds 40,188
Revenue bonds 1,300,000
Accrued compensated absences 503,798
Student deposits 20,226
Perkins Loan Program - Federal liability 1,495,026
Total noncurrent liabilities 12,644,238
Total liabilities $ 17,202,104
NET ASSETS
Invested in capital assets, net of related debt $ 32,470,529
Restricted for:
Expendable:
Grants and contracts 428,628
Loans 237,533
Capital projects 3,654,380
Debt service 1,741,259
Unrestricted 4,988,800
Total net assets $ 43,521,129

The accompanying notes are an integral part of these financial statements.
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LANDER UNIVERSITY

STATEMENT OF REVENUES, EXPENSES AND CHANGESIN NET ASSETS

For the year ended June 30, 2005

REVENUES

Operating revenues
Student tuition and fees (net of scholarship allowances of $7,378,812)
Federal grants and contracts
State grants and contracts
Sales and services of educational and other activities
Auxiliary enterprises (pledged as security for revenue bonds)

Other fees

Other operating revenues

Total operating revenues

EXPENSES
Operating expenses
Compensation and benefits
Supplies and services
Scholarships and fellowships
Depreciation and amortization

Total operating expenses
Operating loss

NONOPERATING REVENUES (EXPENSES)
State appropriations
State grants and contracts
Private gifts
Investment income
Land donated
Net loss on disposal of assets
Interest on capital assets-related debt

Net nonoperating revenues

Income before other revenues, expenses,
gains, or losses

Capital improvement bond proceeds

Increase in net assets

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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9,303,955
3,217,450
4,630,100
478,117
6,488,313
206,047
35,780

24,359,762

20,459,365
10,624,476
1,916,714

1,789,912
34,790,467

(10,430,705)

9,828,270
9,295
890,258
397,215
(50,418)
(7,429)

(76,845)
10,990,346

559,641

469,550

1,029,191

42,491,938

$ 43521129



LANDER UNIVERSITY
STATEMENT OF CASH FLOWS
For the year ended June 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES

Student tuition and fees
Federal grants and contracts
State grants and contracts

Sales and services of educational and other activities

Auxiliary enterprises

Other fees

Other operating revenues
Payments to suppliers
Payments to employees
New loans to students
Collection of loans

Net cash used for operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State appropriations
State grants and contracts

Private gifts

Net cash provided by noncapital financing activities

CASH FLOWSFROM CAPITAL AND RELATED FINANCING ACTIVITIES
Premium on bonds

Proceeds from capital improvement bonds

Purchases of capital assets

Principal paid on debt obligations

Interest paid

Net cash used for capital and related financing

CASH FLOWSFROM INVESTING ACTIVITIES

Interest on investments

Net cash provided by investing activities

Net change in cash and cash equivalents

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS, END OF YEAR (including $2,966,144 restricted
cash and cash equivalents)

RECONCILIATION
Operating loss
Adjustments to reconcile operating loss to net cash used for operating activities

Depreciation and amortization
Allowance for uncollectible accounts
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$ 9,188,196
3,145,537
4,786,575

478,117
6,461,799
206,047
35,780
(10,764,564)
(20,308,748)
(438,816)
273,089

(6,936,989)

9,828,270
9,295
918,175

10,755,740

(2,243)
341,682
(10,457,676)
(540,000)
(79,155)

(10,737,392)

322,624
322,624

(6,596,016)

20,505,365
$ 13,900,349

(10,430,705)

1,789,912
6,000

(Continued)



LANDER UNIVERSITY
STATEMENT OF CASH FLOWS
For the year ended June 30, 2005

RECONCILIATION, Continued
Changesin assets and liahilities:

Receivables
Inventories
Prepaid expenses
Student loans receivable
Due to/from others
Payables
Deferred revenues
Deposits
Compensated absences

Cash flows used for operating activities

NONCASH TRANSACTIONS
Land contributed to South Carolina Department of Transportation

The accompanying notes are an integral part of these financial statements.
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(193,673)
73,064
739
(165,727)
5,887
1,782,643
156,475
(40,791)

79,188

3 (6936988

$

50,418



LANDER UNIVERSITY
THE LANDER FOUNDATION - A COMPONENT UNIT
STATEMENT OF FINANCIAL POSITION
JUNE 30, 2005

ASSETS
CURRENT ASSETS
Cash and cash equivalents $ 176,905
Pledges receivable 311,304
Total current assets 488,209
OTHER ASSETS
Pledges receivable 632,191
Long-term investments 11,148,743
Investments held for others 194,249
Investmentsin rea estate 555,056
Other investments 2,000
Total other assets 12,532,239
LAND, BUILDINGSAND EQUIPMENT - NET 888,815
Total assets $ 13,909,263
LIABILITIES
CURRENT LIABILITIES
Accounts payable - Related parties $ 2,494
Funds held for others 194,249
Total current liabilities 196,743
NET ASSETS
Unrestricted 3,284,036
Temporarily restricted 10,428,484
Total net assets 13,712,520
Total liabilities and net assets $ 13,909,263

The accompanying notes are an integral part of these financial statements.
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LANDER UNIVERSITY

THE LANDER FOUNDATION - A COMPONENT UNIT
STATEMENT OF ACTIVITIES

For the year ended June 30, 2005

REVENUE AND SUPPORT
Contributions
I nvestment income - Net

Net assets released from restrictions
Satisfaction of restrictions

Total revenue, support and
reclassifications

PROGRAM EXPENSES
Scholarships
Grants and other approved programs

Total program expenses

SUPPORTING SERVICES
Board approved expenses
Insurance
Transfer of property to University
Property expenses
Professional fees

Total supporting services

Total program and supporting
services expenses

Increase in net assets

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Temporarily

Unrestricted restricted Total
$ 1,040,224 $ 1847584 $ 2,887,808
88,037 326,198 414,235
1,128,261 2,173,782 3,302,043
879,374 (879,374) -
2,007,635 1,294,408 3,302,043
503,954 - 503,954
721,902 - 721,902
1,225,856 - 1,225,856
47,185 - 47,185
11,046 - 11,046
46,960 - 46,960
15,521 - 15,521
6,150 - 6,150
126,862 - 126,862
1,352,718 - 1,352,718
654,917 1,294,408 1,949,325
2,629,119 9,134,076 11,763,195
$ 3,284,036 $ 10,428,484 $ 13,712,520

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



LANDER UNIVERSITY
NOTESTO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Operations
Lander University (University) is a State-supported, coeducationa ingtitution of higher education. The
University’s commitment to extending educational opportunities to an array of varying constituencies
reflects its belief that citizens of a free society have a right to the enriching benefits of a higher
education.

Reporting entity
The University is part of the primary government of the State of South Carolina. Its funds are
reported in the higher education enterprise funds in the Comprehensive Annua Financial Report of
the State of South Carolina

The financia reporting entity consists of the primary government and its component units. Component
units are legally separate organizations for which the nature and significance of their relationship with
the primary government are such that exclusion would cause the financial statements to be mideading
or imcomplete.

The Lander Foundation (Foundation) is a legdly separate, tax-exempt component unit of Lander
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 board of the Foundation 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 are restricted to the activities of the University by the
donors. Because these redtricted resources held by the Foundation can only be used by, or for the
benefit of, the University, the Foundation is consdered a non-governmental component unit of the
University and is discretely presented in the University’ sfinancia statements.

Complete financial statements for the Foundation can be obtained from the Foundation Office at
Stanley Avenue, Greenwood, SC 29649.

Financial Statements
The financia statement presentation for the University meets requirements of (GASB) Governmental
Accounting Sandards Board, Statement No. 34, Basic Financial Satements and Management's
Discussion and Analysis for Sate and Local Governments, and GASB Statement No. 35, Basic
Financial Satements and Management's Discusson and Analyss for Public Colleges and
Universities. The financia statement presentation provides a comprehensive, entity-wide perspective
of the University’ s net assets, revenues, expenses and changesin net assets and cash flows.

Basis of accounting
For financial reporting purposes, the University is considered a special-purpose government engaged
only in busnesstype activities. Accordingly, the University’s financial statements have been
presented using the economic resources measurement focus and the accrual basis of accounting. Under
the accrua basis, revenues are recognized when earned, and expenses are recorded when an obligation
has been incurred. Student tuition and auxiliary enterprise fees are presented net of scholarships and
fellowships applied to student accounts, while stipends and other payments made directly are presented
as scholarship and fellowship expenses. All significant intra-agency transactions have been eiminated.

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

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

The Foundation is a private nonprofit organization that reports under FASB standards, including FASB
Statement No. 117, Financial Reporting for Notfor-Profit Organizations. As such, certain revenue
recognition criteria and presentation features are different from GASB revenue recognition criteria and
presentation features. No modifications have been made to the Foundation's financid information in
the University’s financial reporting entity for these differences.

Cash and cash equivalents
For purposes of the statement of cash flows, the University as well as the Foundation consider all
highly liquid investments with an original maturity of three months or less to be cash equivalents.
Funds invested through the State of South Carolina State Treasurer’s Office are considered cash
equivalents.

| nvestments
Investments of the Foundation are carried a fair vaue. Gains or losses that result from market
fluctuation are reported in the current period.

Accounts receivable
Accounts receivable consigts of tuition and fee charges to students and auxiliary enterprise services
provided to students, faculty and staff. Accounts receivable also includes amounts due from the federa
government, state and local governments or private sources, in connection with reimbursement of
allowable expenditures made pursuant to the University’s grants and contracts.  Accounts receivable
are recorded net of estimated uncollectible amounts.

| nventories
Inventories, which consist of bookstore inventories for resale, are carried at the lower of cost or market.
The cost of textbooks is reported on aweighted average basis while the cost of merchandise is reported
on afirst-in, first-out basis.

Prepaid items
Expenditures for insurance and similar services paid for in the current or prior fiscal years and
benefiting more than one accounting period are alocated among acounting periods. For the
University, amounts reported in this asset account consist primarily of equipment maintenance
contracts and deposits on goods not yet received.

Capital assets

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

Depreciation is computed using the straight-line method over the estimated useful lives of the
assets, generally 15 to 50 years for buildings and improvements and land improvements and 2 to 25
years for machinery, equipment, and vehicles. A full year of depreciation is taken the year the asset
is placed in service and no depreciation is taken in the year of disposition.

(Continued)

-16-



NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

Deferred revenues and deposits
Deferred revenues include amounts received for tuition and fees and certain auxiliary activities
prior to the end of the fiscal year but related to the subsequent accounting period. Deferred
revenues aso include amounts received from grant and contract sponsors that have not yet been
earned.

Deposits represent dormitory room deposits, security deposits for possible room damage, student
fee refunds, and other miscellaneous deposits.  Student deposits are recognized as revenue during
the semester for which the fee is applicable and earned when the deposit is nonrefundable to the
student under the forfeit terms of the agreement.

Compensated absences

Employee vacation pay expense is accrued at year-end for financia statement purposes. The liability
and expense incurred are recorded at year-end as accrued compensated absences in the statement of net
assets, and as a component of compensation and benefit expense in the statement of revenues,
expenses, and changes in net assets. Generaly dl permanent full-time State employees and certain
part-time employees scheduled to work at least one-haf of the University’s workweek are entitled to
accrue and carry forward at calendar year-end maximums of 180 days sick leave and of 45 days annual
vacation leave, except that faculty members do not accrue annud leave. Upon termination of
employment, employees are entitled to be paid for accumulated unused annua vacation leave up to the
maximum, but are not entitled to any payment for unused sick leave. The compensated absences
ligbility includes accrued annual leave and salary-rel ated employee benefits.

Net assets
The University’snet assets are classfied asfollows:.

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

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

Unrestricted net asseis represent resources derived from student tuition and fees, appropriations, and
sades and services of educationa departments and auxiliary enterprises. These resources are used for
transactions relating to the educational and generd operations of the University, and may be used at the
discretion of the governing board to meet current expenses for any purpose. These resources aso
include auxiliary enterprises, which are substantialy self-supporting activities that provide servicesfor
students, faculty and staff.

The University’ s policy isto first apply restricted resources when an expenseis incurred for purposes
for which both restricted and unrestricted net assets are available.

The net assets of the Foundation are classified asfollows;

Temporarily restricted net assets -Net assets subject to donor-imposed stipulations that will be met by
actions of the Foundation and/or the passage of time.

Unrestricted net assets -Net assets not subject to donor-imposed restrictions.

(Continued)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, Continued

| ncome taxes
The University, as a political subdivison of the State of South Caroling, is excluded from Federa
income taxes under Section 115(1) of the Internal Revenue Code, asamended.

The Foundation is exempt from federa income tax under section 501(c)(3) of the Interna Revenue
Code, as amended.

Classification of revenues
The University has classfied its revenues as either operating or nonoperating revenues according to the
following criteria

Operating revenues generaly result from exchange transactions to provide goods or servicesrelated to
the University’s principa ongoing operations. These revenues include (1) student tuition and fees
received in exchangefor providing educationa services, housing, and other related servicesto students,
(2) fees received from organizations and individuas in exchange for miscellaneous goods and services
provided by the University; (3) receipts for scholarships, and (4) grants and contracts that are
essentialy the same as contracts for services that finance programs the University would not otherwise
undertake.

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

for capita purposes.

Sales and services of educational and other activities
Revenues from sales and services of educational and other activities generally consist of amounts
received from instructional, laboratory, research, and public service activities that incidentally
create goods and services which may be sold to students, faculty, staff, and the general public. The
University receives such revenues primarily from tournaments, student-related activities and
workshops.

Auxiliary enterprises and internal service activities
Auxiliary enterprise revenues primarily represent revenues generated by housing, food service and
bookstore. Revenues of internal service and auxiliary enterprise activities and the related
expenditures of University departments have been eiminated.

Scholarship discounts and allowances
Student tuition and fee revenues, and certain other revenues from students, are reported net of
scholarship discounts and alowances in the statement of revenues, expenses, and changes in net
assets. Scholarship discounts and allowances are the difference between the stated charge for goods
and services provided by the University, and the amount that is paid by students and/or third parties
making payments on the students' behalf. Certain governmental grants, such as Pdll grants, and
other Federal, state or nongovernmenta programs, are recorded as either operating or nonoperating
revenues in the University’s financial statements. To the extent that revenues from such programs
are used to satisfy tuition and fees and other student charges, the University has recorded a
scholarship discount and allowance.

Use of estimates
The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues, and expenses and affect disclosure of contingent assets and liabilities at the
date of the financial statements. Actua results could differ from those estimates.
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NOTE 2 - DEPOSITS AND INVESTMENTS

Generally, deposits and investments of the University are under the control of the State
Treasurer who, by law, has sole authority for investing State funds.

The following schedule reconciles the University’s deposits and investments within the
footnotes to the statement of net assets amounts:

Statement of net assets

Cash and cash equivalents (current) $ 13,795,490

Restricted cash and cash equivaents (non-current) 113,859
$ 13900349

Footnotes

Cash on hand $ 7,799

Deposits held by State Treasurer 13,899,272

Other deposits 2,278
$ 13900349

Deposits Held by State Treasurer

State law requires the University to transfer funds to the State Treasurer. Information pertaining to
the reported amounts, fair values, credit risk, and policies governing the State Treasurer's
investments is disclosed in the Comprehensive Annual Financia Report of the State of South
Carolina.

Restricted deposits
Restricted cash and cash equivalents of $2,852,285 and $113,859 at June 30, 2005, represents bond
proceeds restricted for capital expenditures and cash balances associated with the Perkins Loan

Program, respectively.

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable as of June 30, 2005, are summarized as follows:

Receivables:;
Student accounts $ 282,907
Grants and contracts 169,209
Capita improvement bond proceeds 184,055
Due from component unit - The Lander Foundation 2,49
Other 37,670
Gross recelvable 676,335
Less: Allowance for uncollectible student accounts 52,000
Receivables, net $ 624335

Allowances for losses for student accounts receivable are established based upon actua
losses experienced in prior years and evauations of the current account portfolio.
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NOTE 4 - RESTRICTED STUDENT LOANS RECEIVABLE

Student loans made through the Federal Perkins Loan Program comprise al of the loans
receivable as of June 30, 2005. The Perkins Loan program provides various repayment options; students
have the right to repay the loans over periods up to 10 years depending on the amount of the loan and loan
cancellation privileges the student may exercise. As the University determines that loans are
uncollectible, the loans are written off and assigned to the United States Department of Education.

NOTE 5- CAPITAL ASSETS

Beginning Ending
balance balance
July 1, 2004 I ncreases Decr eases June 30, 2005
Capital assets not being depreciated:
Land and improvements $ 2,671,642 $ - $ 50,418 $ 2,621,224
Construction in-progress 734,111 10,204,953 - 10,939,064
Art and historical collections 83,480 - 83,480
Total capital assets not being depreciated 3,489,233 10,204,953 50,418 13,643,768
Other capital assets:
Land improvements 152,579 - - 152,579
Buildings and improvements 50,897,905 - - 50,897,905
Machinery, equipment, and other 1,988,222 68,153 21,444 2,034,931
Vehicles 371,083 40,300 - 411,383
Intangibles 1,273,487 144270 - 1417757
Total other capital assets at historica cost 54,683,276 252,723 21,444 54,914,555
Total capital assets 58,172,509 10,457,676 71,862 68,558,323
Less accumulated depreciation for:
Land improvements 134,269 6,103 - 140,372
Buildings and improvements 20,720,331 1,317,940 - 22,038,271
Machinery, equipment, and other 1,471,920 195,577 14,015 1,653,482
Vehicles 216,485 94,142 - 310,627
Intangibles 601,461 176,150 - 777,611
Total accumulated depreciation 23,144 466 1,789,912 14,015 24,920,363
Capital assets, net $ 35028043 $8667764 $ 57847 $ 43637960
The gain (loss) on disposal of assets consisted of the following:
Gains on disposals $ -
Losses on disposals (7,429)
Net loss on disposals $ (7429)

Interest charged to expense totaled 6,845 for the year ended June 30, 2005. Interest
capitalized totaled $424,532.

NOTE 6 - PENSION PLANS

The Retirement Division of the State Budget and Control Board maintains four independent
defined benefit plans and issues its own publicly available Comprehensive Annual Financial Report
(CAFR) which includes financial statements and required supplementary information. A copy of the
separately issued CAFR may be obtained by writing to the Retirement Division, 202 Arbor Lake Drive,
Columbia, South Carolina 29223. Furthermore, the Division and the four pension plans are included in
the CAFR of the State of South Carolina

(Continued)



NOTE 6 - PENSION PLANS, Continued

Article X, Section 16, of the South Carolina Constitution requires that al State-operated
retirement systems be funded on a sound actuarial basis. Title 9 of the South Carolina Code of Laws of
1976, as amended, prescribes requirements relating to membership, benefits, and employee/femployer
contributions for each pension plan. Employee and employer contribution rates for the South Carolina
Retirement System and the Police Officers Retirement System are actuarially determined. Annua
benefits, payable monthly for life, are based on length of service and on average final compensation.

South Carolina Retirement System

The majority of employees of the University are covered by a retirement plan through the South
Carolina Retirement System (SCRS), a cost-sharing multiple-employer defined benefit pension plan
administered by the Retirement Division, a public employee retirement system. Generaly all State
employees are required to participate in and contribute to the SCRS as a condition of employment
unless exempted by law as provided in Section 9-1-480 of the South Carolina Code of Laws. This
plan provides retirement annuity benefits as well as disability, cost of living adjustment, death, and
group-life insurance benefits to eligible employees and retirees.

Since July 1, 1988, employees participating in the SCRS tave been required to contribute 6.0
percent of all compensation. Effective July 1, 2004, the employer contribution rate became 10.80
percent which included a 3.25 percent surcharge to fund retiree hedlth and dental insurance
coverage. The University's actua contributions to the SCRS for the three most recent fiscal years
ending June 30, 2005, 2004 and 2003 were $872,354, $823,082 and $881,535, respectively, and
equaled the required contributions of 7.55 percent (excluding the surcharge) for each year. Also,
the University paid employer group-life insurance contributions of $17,332 in the current fiscal
year at the rate of .15 percent of compensation.

Palice Officers Retirement System

The South Carolina Palice Officers Retirement System (PORS) is a cost-sharing multiple-employer
defined benefit public employee retirement plan administered by the Retirement Division.
Generaly al full-time employees whose principa duties are the preservation of public order or the
protection or prevention and control of property destruction by fire are required to participate in and
contribute to the System as a condition of employment. This plan provides annuity benefits as well
as disability and group-life insurance benefits to eligible employees and retirees. In aldition,
participating employers in the PORS contribute to the accidental death fund which provides annuity
benefits to beneficiaries of police officers and firemen killed in the actua performance of their
duties. These benefits are independent of any other retirement benefits available to the beneficiary.

Since July 1, 1988, employees participating in the PORS have been required to contribute 6.5
percent of al compensation. Effective July 1, 2004, the employer contribution rate became 13.55
percent which, as for the SCRS, included the 3.25 percent surcharge. The University's actua
contributions to the PORS for the years ending June 30, 2005, 2004 and 2003, were $34,300,
$32,448 and $35,606, respectively, and equaled the required contributions of 10.3 percent
(excluding the surcharge) for each year. Also, the University paid employer group-life insurance
contributions of $666 and accidental death insurance contributions of $666 in the current fiscal year
for PORS participants. The rate for each of these insurance benefitsis .20 percent of compensation.

Optional Retirement Program
Certain State employees may elect to participate in the Optional Retirement Program (ORP), a
defined contribution plan. The ORP was established in 1987 under Title 9, Chapter 17, of the
South Carolina Code of Laws. The ORP provides retirement and death benefits through the
purchase of individual fixed or variable annuity contracts which are issued to, and become the
property of, the participants. The State assumes no liability for this plan other than for payment of
contributions to designated insurance companies.

(Continued)
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NOTE 6 - PENSION PLANS, Continued

ORP participation is limited to faculty and administrative staff of the State's higher education
institutions who meet all digibility requirements for membership in the SCRS. To eect
participation in the ORP, eligible employees must irrevocably waive SCRS membership within
their first ninety days of employment.

Under State law, contributions to the ORP are required at the same rates as for the SCRS, 7.55
percent plus the retiree surcharge of 3.25 percent from the employer in fiscal year 2005.

Certain of the University's employees have elected to be covered under optiona retirement plans.
For the fiscal year, total contribution requirements to the ORP were £32,092 (excluding the
surcharge) from the University as employer and $184,444 from its employees as plan members. All
amounts were remitted to the Retirement Division of the State Budget and Control Board for
distribution to the respective annuity policy providers. The obligation for payment of benefits
resides with the insurance companies.

Deferred Compensation Plans

Severa optional deferred compensation plans are available to State employees and employers of its
political subdivisions. Certain employees of the University have elected to participate. The
multiple-employer plans, created under Internal Revenue Code Sections 457, 401(k), and 403(b),
are administered by third parties and are not included in the Comprehensive Annua Financid
Report of the State of South Carolina. Compensation deferred under the plansis placed in trust for
the contributing employee. The State has no liability for losses under the plans. Employees may
withdraw the current value of their contributions when they terminate State employment.
Employees may aso withdraw contributions prior to termination if they meet requirements
specified by the applicable plan.

Teacher and Employee Retention I ncentive

Effective January 1, 2001, Section 91-2210 of the South Carolina Code of Laws alows employees
eligible for service retirement to participate in the Teacher and Employee Retention Incentive
(TERI) Program. TERI participants may retire and begin accumulating retirement benefits on a
deferred basis without terminating employment for up to five years. Upon termination of
employment or at the end of the TERI period, whichever is earlier, participants will begin receiving
monthly service retirement benefits which will include ay cost of living adjustments granted
during the TERI period. Because participants are considered retired during the TERI period, they
do not make SCRS contributions, do not earn service credit, and are indligible to receive group life
insurance benefits or disability retirement benefits. Effective July 1, 2005, TERI participants are
required to contribute 6.25 percent of al compensation.

NOTE 7 - POST EMPLOYMENT AND OTHER EMPLOYEE BENEFITS

In accordance with the South Carolina Code of Laws and the annua Appropriation Act, the
State of South Carolina provides certain health care, dental, and life insurance benefits to certain active
and retired State employees and certain surviving dependents of retirees. All permanent full-time and
certain permanent part-time employees of the University are eligible to receive these benefits. The State
provides post employment health and dental benefits to employees who retire from State service or who
terminated with at least 20 years of State service who meet one or more of the digibility requirements,
such as age, length of service, and hire date. Generally those who retire must have at least 10 years of
retirement service credit to qualify for these State-funded benefits. Benefits are effective at date of
retirement when the employee is dligible for retirement benefits.
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NOTE 7 - POST EMPLOYMENT AND OTHER EMPLOYEE BENEFITS, Continued

These benefits are provided through annual appropriations by the General Assembly to the
University for its active employees and to the State Budget and Control Board for al participating State
retirees except the portions funded through the pension surcharge and provided from other applicable
fund sources of the University for its active employees who are not funded by State General Fund
appropriations. The State finances health and dental plan benefits on a pay-as-you-go basis. Currently,
approximately 84,420 State retirees and beneficiaries meet these eligibility requirements.

The University recorded compensation and benefit expenses for these insurance benefits for
active employees in the amount of $L,771,633 for the year ended June 30, 2005. The University paid
$22,609 applicable to the 3.30 percent surcharge included with the employer contributions for retirement
benefits. These amounts were remitted to the South Carolina Retirement Systems for distribution to the
Office of Insurance Services for retiree health and dental insurance benefits.

Information regarding the cost of insurance benefits applicable to University retirees is not
avallable. By State law, the University has no liability for retirement benefits. Accordingly, the cost of
providing these benefits for retirees is not included in the accompanying financia statements.

In addition, the State General Assembly periodically directs the Retirement Systems to pay
supplemental (cost of living) increases to retirees. Such increases are primarily funded from Systems
earnings, however, a portion of the required amount is appropriated from the State General Fund annually
for the SCRS and PORS benefits.

NOTE 8- LITIGATION, CONTINGENCIES AND PROJECT COMMITMENTS

The University participates in certain Federal grant programs. These programs are subject to
financial and compliance audits by the grantor or its representative. Such audits could lead to requests for
reimbursement to the grantor agency for expenditures disallowed under terms of the grant. Management
believes disallowances, if any, will not be material.

The State has issued capita improvement bonds to fund improvements and expansion of state
facilities. The University is not obligated to repay these funds to the State. Authorized funds can be
requested as needed once State authorities have given approval to begin specific projects and project
expenditures have been incurred. The University has $3,060,647 of authorized state capital improvement
bond proceeds available to draw at June 30, 2005.

At June 30, 2005, the University had commitments for capital projects with outstanding
balances totaling $5,270,792. The commitments include architectural, engineering and construction costs
associated with Centennial Hall of $13,828,998 with $5,166,822 outstanding; communications ductbank
congtruction project (communication lines for Centennia Hall and Physical Plant) of $103,970 with
$103,970 outstanding.

The University is a party to various litigation as a defendant, arising from its normal
operations. Management does not anticipate material 1osses in connection with these claims.



NOTE 9 - LEASE OBLIGATIONS

Commitments for operating leases with external parties having remaining noncancelable
terms in excess of one year as of June 30, 2005 were as follows:

Y ear ended June 30, Equipment Real property
2006 $ 38466 $ 275,001
2007 31,916 1
2008 16,489 1
2009 - 1
2010 - 1
2011 - 2046 - 35
Total minimum lease payments $ 86871 $ 275,040

Operating Leases
The University’s noncancelable operating leases provide for renewal options for periods from one
to three years at their fair rental value at the time of renewal. In the normal course of business,
operating leases are generally renewed or replaced by other leases and are generally payable on a
monthly basis. Tota rental payments for fisca year 2005 were $338,800, including regular
payments of $282,179 and contingent payments, on a per copy basis, of $6,621.

The University entered into an operating lease with the County of Greenwood for property to be
used by the University’s athletic programs. The lease has an annual renta rate of one dollar and
expires June 30, 2046. The University is responsible for al maintenance of the property. The
lessor may continue to use the property rent-free for three months each year.

The University renewed and extended a real property operating lease agreement through the Office

of Property Management for Greenwood High Apartments for the housing of University students.
The annual lease rate is $275,000. The agreement expires July 31, 2006.

NOTE 10 - BONDS PAYABLE

At June 30, 2005, bonds payable consisted of the following:

$10,000,000 general obligation bonds issued June 2004 and due in annual
installments of $355,000 to $735,000 through 2024, with interest at 3.00%
to 5.00%. $ 9,640,000

$2,000,000 revenue bonds issued May 2002 and due in annua installments of
$165,000 to $255,000 through 2012, with interest at 4.70%. Auxiliary

enterprise revenues are pledged as security for the bonds. 1,485,000
$ 11,125,000
The scheduled maturities of bonds payable are as follows:
Year ending General obligation bonds Revenue bonds Total bonds

June 30 Principal Interest Principal Interest Principal I nterest
2006 $ 355000 $ 416875 $ 185000 $ 69,795 $ 540000 $ 486,670
2007 365,000 406,225 195,000 61,100 560,000 467,325
2008 375,000 395,275 200,000 51,935 575,000 447,210
2009 390,000 380,275 210,000 42,535 600,000 422,810
2010 400,000 368,575 215,000 32,665 615,000 401,240
2011 - 2015 2,240,000 1,590,675 480,000 34,545 2,720,000 1,625,220
2016 - 2020 2,775,000 1,083,413 - 2,775,000 1,083,413
2021 - 2024 2,740,000 350,750 - - 2,740,000 350,750
$ 90640000 $ 4992063 $ 1485000 $ 292576 $ 11125000 $ 5284638
(Continued)



NOTE 10 - BONDS PAYABLE, Continued

Proceeds of the genera obligation bonds are being used for the construction of a new
residence hall facility.

NOTE 11 - LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2005 was as follows:

Current
June 30,2004 _Additions Reductions June 30, 2005 portion

Bonds/notes/installment purchase

General obligation bonds $ 10,000,000 $ - $ 360,000 $ 9,640,000 $ 355,000
Unamortized premiums 44,674 - 2,243 42,431 2,243
Total general obligation
bonds payable 10,044,674 362,243 9,682,431 357,243
Revenue bond 1,665,000 - 180,000 1,485,000 185,000
Total debt 11,709,674 - 542,243 11,167,431 542,243
Other liahilities
Compensated absences 991,248 677,482 598,294 1,070,436 566,638
Student deposits 233,708 169,287 197,151 205,844 185,618
Perkins Loan - Federal liability 1,384,719 110,307 - 1,495,026 -
Total other 2,609,675 957,076 795,445 2,771,306 752,256

Total long-term liabilities $ 14319340 $ 957076 $ 1337688 $ 13938737 $ 1204499

NOTE 12 - COMPONENT UNIT

As discussed in Note 1, The Lander Foundation is a separately chartered corporation
organized exclusively to promote the development and welfare of the University. The Foundation has
been included as a component unit, but because it is a nongovernmenta entity, it uses a different
reporting model and its balances and transactions are reported on separate financial statements. During
the year ended June 30, 2005, the University received approximately $615,000 from the Foundation for
restricted scholarships. The University also received approximately $258,000 from the Foundation for
various approved programs related to academic and administrative areas within the University. At
June 30, 2005 the University had a $2,494 receivable from the Foundation.

A summary of the Foundation’s investments at June 30, 2005 follows:

Pooled investments Fair value
Temporarily restricted cash investments $ 587,690
Government and corporate bonds 3,161,654
Common stocks 6,634,048
Common trust funds 959,600

11,342,992
Less: Investments held for others (194,249)
$ 11148743



NOTE 13 - RELATED PARTIES

The Lander Alumni Association is a separately chartered legal entity whose activities are
related to those of the University and exists primarily to provide financia assistance and other support to
the University and its educational programs. The Alumni Association, which has assets of less than
$2,000,000, was established by alumni to promote academic improvements, to assist in scholarship
programs, to further the interests of the University and to promote among its present and former students
and friends good fellowship and loyalty. The Alumni Association’s financial statements were internally
compiled by the Association’s management and are not presented in these financial statements.

NOTE 14 - RISK MANAGEMENT

The University is exposed to various risks of loss and maintains State or commercia
insurance coverage for each of those risks. Management believes such coverage is sufficient to preclude
any significant uninsured losses for the covered risks. Settlement claims have not exceeded this coverage
in any of the past three years.

The State of South Carolina believesit is more economical to manage certain risks internally
and set aside assets for clam settlement. Several State funds accumulate assets and the State itself
assumes substantialy al the risk for the following claims of covered employees:

Unemployment compensation benefits

Worker’s compensation benefits for job-related illnesses or injuries
Health and dental insurance benefits

Long-term disability and group-life insurance benefits

Employees elect health insurance coverage through either a health maintenance organization
or through the State' s self-insured plan. All other coverage listed above are through the applicable State
sf-insured plan. Dependent and optional life premiums are remitted to commercia carriers.

The University and other entities pay premiums to the State’' s Insurance Reserve Fund (IRF),
which issues policies, accumulates assets to cover the risk of loss, and pays claims incurred for covered
losses relating to the following activities:

Business interruptions

Theft, damage to, or destruction of assets

Rea property, its contents, and other equipment
Motor vehicles

Torts

Natural disasters

Medical malpractice claims against the Infirmary
Inland marine

Builders construction risk

The IRF is a self-insurer and purchases reinsurance to obtain certain services and specialized
coverage and to limit losses in the areas of property, boiler and machinery, automobile liability, and
medical professional liability insurance. Also, the IRF purchases reinsurance for catastrophic property
and medical professional liability insurance. Reinsurance permits partial recovery of losses from
reinsurers, but the IRF remains primarily liable. The IRF srates are determined actuarialy.

State agencies and other entities are the primary participants in the State's Health and
Disability Insurance Fund and in the IRF.

(Continued)



NOTE 14 - RISK MANAGEMENT, Continued

The University obtains coverage through a commercial insurer for employee fidelity bond
insurance for losses arising from dishonest or fraudulent acts, limited to $100,000 for dishonesty, $50,000
for forgery or ateration, and $5,000 from theft, disappearance, and destruction. The University also
obtains coverage through a commercial insurer for medical insurance covering student athletes.

The University has not transferred the portion of the risk of loss related to insurance policy
deductibles, unreported claims, underinsurance, and co-insurance for any covered losses to a state or
commercia insurer.

NOTE 15 - INFORMATION FOR INCLUSION IN THE STATE GOVERNMENT - WIDE
COMPREHENSIVE ANNUAL FINANCIAL STATEMENT

The University’s transactions are reported in the Higher Education Fund, an enterprise fund,
of the State of South Carolina. The following is information needed to present the University’s business-
type activities in the State’' s government-wide Statement of Activities.

I ncr ease/

2005 2004 (decr ease)
Chargesfor services $ 24323982 $ 22685529 $ 1,638,453
Operating grants and contributions 1,332,548 1,449,600 (124,481)
Less: Expenses (34,925,159) (33,331,582) (1,586,149
Net program expense (9,268,629 (9,196,453 (72,176)

Transfers

State appropriations 9,828,270 9,103,081 725,189
Capital improvement bond proceeds 469,550 202,229 267,321
Tota genera revenue and transfers 10,297,820 9,305,310 992,510
Change in net assets 1,029,191 108,857 920,334
Net assets, beginning of year 42,491,938 42,383,081 108,857
Net assets, end of year $ 43521120 $ 424901938 $ 1,020,191

Tuition fees, as defined by South Carolina Code of Laws Section 59-107-90, were
$12,340,754 for the year ended June 30, 2004.

NOTE 16 - TRANSACTIONSWITH STATE ENTITIES

The University is granted an annual appropriation for operating purposes as authorized by the
General Assembly of the State of South Carolina. The following is a reconciliation of the origina
appropriation as enacted by the Genera Assembly to state appropriations revenue reported in the financia
statements for the year ended June 30, 2005:

Origina appropriation per Annua Appropriations Act $ 9,019,296
Adjustment for base pay 266,109

From Commission on Higher Education
Academic Endowment 15,834
Technology Grant 527,031
Tota state appropriations $ 9,828,270
(Continued)
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NOTE 16 - TRANSACTIONSWITH STATE ENTITIES, Continued

Capital improvement bond proceeds received during the year $ 341,683
Amounts recognized as areceivable in prior year (56,188)
Amounts recognized as areceivable in current year 184,055
Amounts recognized as revenue in current year $ 469,550

Services received at no cost from State agencies include maintenance of certain accounting
records by the Comptroller General; banking, bond trustee and investment services from the State
Treasurer; legal services from the Attorney General; and grants services from the Governor’s Office.

Other services received at no cost from various offices of the State Budget and Control Board
include pension plan administration, insurance plans administration, audit services, personnel
management, assistance in the preparation of the budget, review and approva of certain budget
amendments, procurement services and other centralized functions.

The University had financia transactions with various State agencies during the fiscal year.
Significant payments were made to divisions of the State Budget and Control Board for pension and
insurance plans employee and employer contribution, insurance coverage, office supplies, and
interagency mail. Significant payments were also made for unemployment and workers compensation
coverage for employees to the Employment Security Commission and State Accident Fund. The amounts
of 2005 expenditures applicable to related transactions with state entities are not readily available.

During the year, the University donated land with a ook vaue of $50,418 to the South

Carolina Department of Transportation related to the new main road entrance with the University. The
new entrance was still being constructed as of June 30, 2005.

NOTE 17 - OPERATING EXPENSES BY FUNCTION

Operating expenses by functiona classification for the year ended June 30, 2005 are
summarized as follows:

Compensation Supplies Scholar ships
and benefits and services  and fellowships _Depreciation Total
Instruction $ 10232944 $ 668,553 $ - $ - $ 10,901,497
Research - 20,410 - - 20,410
Public service 168,017 445,447 - - 613,464
Academic support 1,424,107 1,774,745 - - 3,198,852
Student services 2,485,697 1,034,101 - - 3,519,798
Institutional support 2,614,864 982,423 - - 3,597,287
Operation and maintenance of plant 2,854,689 1,397,085 - - 4,251,774
Scholarships and fellowships - - 1,916,714 - 1,916,714
Auxiliary enterprises 679,047 4,301,712 - - 4,980,759
Depreciation - - 1,789,912 1,789,912
Total operating expenses $ 20459365 $ 10624476 $ 1916714 $ 1789912 $ 34,790,467
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Mr. Thomas L. Wagner, Jr. CPA, State Auditor
State of South Carolina
Columbia, South Carolina

We have audited the financial statements of Lander University as of and for the year ended
June 30, 2005, and have issued our report thereon dated August 24, 2005. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States.

Internal control over financial reporting
In planning and performing our audit, we considered Lander University's internal control over financial

reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide an opinion on the internal control over financial reporting. Our
consideration of the internal control over financial reporting would not necessarily disclose all matters in
the internal control over financial reporting that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control components
does not reduce to a relatively low level the risk that misstatements caused by fraud or error in amounts that
would be material in relation to the financial statements being audited may occur and not be detected within
a timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

Compliance and other matters
As part of obtaining reasonable assurance about whether Lander University’s financial statements are free

of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

This report is intended solely for the information and use of the Governor and the Board of
Trustees and management of the University and is not intended to be and should not be used by anyone other

than those specified parties. 5
Sl Furrin, £5C

August 24, 2005
29,
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Mr. Thomas L. Wagner, Jr. CPA, State Auditor
State of South Carolina
Columbia, South Carolina

Compliance

We have audited the compliance of Lander University with the types of compliance requirements described
in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to its major Federal program for the year ended June 30, 2005. Lander University's major
Federal program is identified in the summary of auditor's results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to its major Federal program is the responsibility of Lander University's management. Our
responsibility is to express an opinion on Lander University's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect on
a major Federal program occurred. An audit includes examining, on a test basis, evidence about Lander
University's compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our
audit does not provide a legal determination on Lander University's compliance with those requirements.

In our opinion, Lander University complied, in all material respects, with the requirements referred to
above that are applicable to its major Federal program for the year ended June 30, 2005.

Internal control over compliance
The management of Lander University is responsible for establishing and maintaining effective internal
control over compliance with requirements of laws, regulations, contracts and grants applicable to Federal
programs. In planning and performing our audit, we considered Lander University's internal control over
compliance with requirements that could have a direct and material effect on a major Federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the design
or operation of one or more of the internal control components does not reduce to a relatively low level the
risk that noncompliance with applicable requirements of laws, regulations, contracts and grants that would
be material in relation to a major Federal program being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over compliance and its operation that we consider to be material

weaknesses.

This report is intended solely for the information and use of the Governor and the Board of
Trustees and management of the University and is not intended to be and should not be used by anyone

other than those specified parties.
W Cloeria £E<

August 24, 2005
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LANDER UNIVERSITY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended June 30, 2005

Pass
Federal grantor/ Federal through
Pass-through grantor/ CFDA grantor's Total
Program title number number expenditures
UNITED STATESDEPARTMENT OF AGRICULTURE
Passed through South Carolina Forestry Commission:
Urban and Community Forest Grant 10.661 2003L117 $ 1,192
Total United States Department of Agriculture 1,192
UNITED STATESDEPARTMENT OF EDUCATION
Direct Programs:
Federal Supplemental Educational Opportunity Grant 84.007 190,871
Federal Work-Study Program 84.033 140,716
Federal Perkins Loan Program 84.038 176,415
Federal Pell Grant Program 84.063 2,637,955
Improvement of Postsecondary Education 84.116 68,508
Total direct programs 3,214,465
Passed through South Carolina Commission on Higher Education:
Gaining Early Awareness and Reading for Undergraduate
Programs 84.334 P334A990172-06 116,375
Gaining Early Awareness and Reading for Undergraduate
Programs 84.334 P334A990172-05 35,491
Total Commission on Higher Education 151,866
Total U.S. Department of Education 3,366,331
UNITED STATESDEPARTMENT OF HEALTH AND
HUMAN SERVICES
Direct Programs:
Scholarships for Health Professions Students from
Disadvantaged Backgrounds 93.925 18,898
Passed through University of South Carolina:
SC-BRIB/EPSCOR Network Seminar Award (NSA) 93.389 P20 RR-016461 228
Total U.S. Department of Health and Human Services 19,126
Total Federa assistance expended $ 3,386,649

Note 1l The accompanying schedule of expenditures of federal awards includes the federal grant activitity of Lander University and
is presented on the accrual basis of accounting. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from the amounts presented in, or used in the preparation of, the basic financia

Statements.

Note2 Lander University had the following loan balances outstanding at June 30, 2005. These loan balances outstanding are also

included in the statement of net assets.

Cluster/Program Title

Federal Perkins Loan Program
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Federal CFDA Amount
Number outstanding
84.038 $ 1,532,855



LANDER UNIVERSITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For theyear ended June 30, 2005

A. SUMMARY OF AUDIT RESULTS

1

7.

8.

The auditor’s report expresses an unqualified opinion on the financia statements of Lander
University.

No reportable conditions relating to the audit of the financia statements are reported in the
Schedule of Findings and Questioned Costs.

No instances of noncompliance materia to the financial statements of Lander University were
disclosed during the audit.

No reportable conditions relating to the audit of the major federal award programs are reported in
the Schedule of Findings and Questioned Costs.

The auditor’s report on compliance for the major federal award program for Lander University
expresses an unqualified opinion.

The programs tested as major programs include:

Federal Pell Grant Program 84.063
Federal Supplemental Educational

Opportunity Grant 84.007
Federal Work-Study Program 84.033
Federa Perkins Loan Program 84.038

The threshold for distinguishing Types A and B programs was $300,000.

Lander University qualifies asalow-risk auditee.

B. FINANCIAL STATEMENT FINDINGS

None

C. FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None



LANDER UNIVERSITY
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
For theyear ended June 30, 2005

In accordance with Government Auditing Standards, issued by the Comptroller General of the United
States, the following is the status of known material findings and recommendations from prior year
audits:

None





