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Independent Auditors’ Report 
 
 
Board of Regents and Audit Committee 
Murray State University 
Murray, Kentucky 
 
 
Report On The Financial Statements 
 
We have audited the accompanying financial statements of the business-type activities and 
discretely presented component unit of Murray State University, (the University), a component 
unit of the State of Kentucky, as of and for the years ended June 30, 2016 and 2015, and the 
related notes to the financial statements, which collectively comprise the University’s basic 
financial statements as listed in the table of contents. 
 
Management’s Responsibility For The Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial 
statements in accordance with accounting principles generally accepted in the United States of 
America; this includes the design, implementation, and maintenance of internal control 
relevant to the preparation and fair presentation of financial statements that are free from 
material misstatement, whether due to fraud or error. 
 
Auditors’ Responsibility 
 
Our responsibility is to express opinions on these financial statements based on our audits.  We 
conducted our audits in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements.  The procedures selected depend on the auditors’ 
judgment, including the assessment of the risks of material misstatement of the financial 
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Opinions 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the business-type activities and the discretely presented 
component unit of Murray State University as of June 30, 2016 and 2015, and the respective 
changes in financial position and, where applicable, cash flows thereof for the years then ended, in 
accordance with accounting principles generally accepted in the United States of America. 
 
Change In Accounting Principle 
 
As discussed in Note 1 to the financial statements, in 2016, the University implemented the 
provisions of GASB Statement No. 72, Fair Value Measurement and Application.  Our opinion is 
not modified with respect to this matter.   
 
Other Matters 
 
Required Supplementary Information 
 
Accounting principles generally accepted in the United States of America require that the 
Management’s Discussion and Analysis on pages 3 through 20 and the Pension Plan 
Information on pages 70 through 72 be presented to supplement the basic financial statements.  
Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context.  We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of 
America, which consisted of inquiries of management about the methods of preparing the 
information and comparing the information for consistency with management’s responses to our 
inquiries, the basic financial statements, and other knowledge we obtained during our audit of 
the basic financial statements.  We do not express an opinion or provide any assurance on the 
information because the limited procedures do not provide us with sufficient evidence to express 
an opinion or provide any assurance. 
 
Other Reporting Required By Government Auditing Standards  
 
In accordance with Government Auditing Standards, we have also issued our report dated 
October 3, 2016, on our consideration of the University’s internal control over financial 
reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters.  The purpose of that report is to describe 
the scope of our testing of internal control over financial reporting and compliance and the 
results of that testing, and not to provide an opinion on internal control over financial reporting 
or on compliance.  That report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the University’s internal control over financial 
reporting and compliance. 
 

 
 

October 3, 2016 
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Financial Highlights 
  

 The University’s financial net position dramatically changed in 2015 with the 
implementation of GASB Statement No. 68 - Accounting and Financial Reporting for 
Pensions - an amendment of GASB Statement No. 27.  The effects of implementing GASB 
Statement No. 68 are summarized in the following table.  It is important to note that the 
implementation of this standard has no effect on past or current cash or cash 
equivalents. 

 
2016 2015 2014

Beginning net position, no pension adjustment 257,415,254$   240,612,199$   235,768,482$   
Change in net position, no pension adjustment 43,385,445      16,803,055       4,843,717        
Ending net position before pension adjustment 300,800,699    257,415,254    240,612,199    

Pension beginning adjustment (233,568,557)  (230,675,047)  —                    
Pension revenue / expense adjustment (10,472,712)    (2,893,510)       —                    
Total pension adjustments (244,041,269)  (233,568,557)  —                    

Net position after pension adjustments 56,759,430$     23,846,697$      240,612,199$   

 
 In fiscal year 2016, the University had assets of $413.1 million, deferred outflows of 

$28.7 million, liabilities of $378.8 million and deferred inflows of $6.2 million.  Net 
position, which represents the University’s residual interest in assets and deferred 
outflows after liabilities and deferred inflows are deducted, was $56.8 million or 13% of 
total assets and deferred outflows.  Net position increased by $32.9 million from fiscal 
year 2015 to 2016.  This increase in net position was the result of a $52.6 million 
increase in capital assets net of depreciation, and a $15.7 million increase in deferred 
outflows related to pensions, offset by a $29.9 million increase in net pension liability, 
and a $5.5 million increase in accounts payable related to the three major ongoing 
construction projects.  Deferred outflows and inflows are items previously reported as 
assets or liabilities, respectively, that are required to be reported separately from assets 
or liabilities by GASB Standard 65. 
 

 Fiscal operations were in accordance with the annual operating budget of approximately 
$169.2 million.  The University continued to be a strong employer for the region and 
employed 4,417 individuals, including 641 faculty and 1,009 staff members and 2,767 
students.  These totals include 1,380 regular and full-time faculty and staff. 

 
 Total operating state appropriations for fiscal year 2016 were reduced by $960,500 from 

fiscal year 2015, declining to approximately $47 million as the result of a 2% reduction to 
all university general appropriations enacted in the fourth quarter of fiscal year 2016.  
This action was taken late in fiscal year 2016 by Governor Matt Bevin.  In late 
September 2016, the Kentucky State Supreme Court has overridden the Governor’s 
decision to cut public universities.  The university has not accrued the $960,500; the 
University will record this as revenue upon receipt. 
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 The University issued general receipts bonds in March 2016 totaling $8.3 million for the 
refunding of 2007 general receipts bonds originally obtained for the construction of a new 
Richmond Residence Hall. 

 
 The University invests approximately 96 percent of its endowment funds with the 

Murray State University Foundation, Inc. (Foundation).  The value of these funds is as 
follows: 

 
Historical Value $17.8 million 
Market Value $18.4 million 

 
These funds experienced an unrealized loss of $1,432,838 in fiscal year 2016.  This 
allowed for most program spending to remain constant during the fiscal year 2016.  The 
Foundation operated with a 4.5% cap on endowment spending for the fiscal year 2016. 
 

 The construction of the new Breathitt Veterinary Center (BVC), with a scope of $34.5 
million continued in 2016.  This will be a state of the art veterinary diagnostic center 
located in Hopkinsville, Kentucky.  The new BVC is scheduled for completion in the fall 
of 2016. 
 

 The Commonwealth of Kentucky authorized the construction of a new Engineering and 
Physics Building at a total cost not to exceed $36.9 million.  The Commonwealth is 
funding $31.9 million of the total scope of the project with the University contributing up 
to $5 million from future fundraising efforts.  The building is scheduled to be completed 
in the winter of 2017. 
 

 The construction of the new Hollis C. Franklin Residence Hall, with a scope of $27.9 
million, neared completion in fiscal year 2016.  The facility is approximately 114,000 
square feet with 380 beds.  This facility opened for occupancy by students in August of 
2016. 

 
 The University Strategic Plan-Achievement, Endeavor and Hope:  The Murray State 

Plan was approved by the Board of Regents on June 5, 2015.  This plan focuses on the 
four pillars of academic quality, student success, community engagement and research 
activities.  The Plan represents a living document which is being reviewed annually.  To 
assist the University in aligning the metrics with current budgetary needs, the Plan was 
streamlined and more focused for the next reporting cycle. 
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Using the Financial Statements 
 
The University’s financial statements consist of Statements of Net Position, Statements of 
Revenues, Expenses and Changes in Net Position, Statements of Cash Flows and Notes to the 
Financial Statements.  These financial statements and accompanying notes are prepared in 
accordance with the appropriate Governmental Accounting Standards Board (GASB) 
pronouncements. 
 
These financial statements provide an entity-wide perspective and focus on the financial 
condition, results of operations and cash flows of the University as a whole. 
 
Financial statements have also been included for the MSU Foundation, a component unit, in 
accordance with the requirements of GASB Statement No. 39, Determining Whether Certain 
Organizations are Component Units.  Financial statements for this entity consist of Statements 
of Financial Position and Statements of Activities.  These statements are prepared in 
accordance with the appropriate Financial Accounting Standards Board (FASB) 
pronouncements.   
 
Statements of Net Position 
 
The Statement of Net Position present a financial picture of the University’s financial 
condition at the end of the 2016 and 2015 fiscal years by reporting assets (current and 
noncurrent), deferred outflows of resources, liabilities (current and noncurrent), deferred 
inflows of resources, and net position.  Net position, the difference between total assets plus 
deferred outflows less total liabilities and deferred inflows, are an important indicator of the 
current financial condition, while the change in net position is an indicator of whether the 
overall financial position has improved or declined during the year. 
 
Assets 
 
Total assets at the end of the fiscal year 2016 were $413.1 million, of which capital assets, net 
of depreciation, represented the largest portion.  Capital assets totaled approximately $236.3 
million or 57% of total assets and were primarily comprised of University-owned land, 
buildings, equipment, and library holdings.  Cash and cash equivalents amounted to $136.9 
million, or 33% of total assets.  Total assets increased by $41.8 million during the 2016 fiscal 
year.  This increase in gross total assets is due primarily to the following items: 
 
 $52.6 million - Increase in net capital assets.  Primarily due to a $58.8 million net 

increase in construction-in-progress projects including $22.2 million for the new 
Breathitt Veterinary Center, $22.1 million for the new Franklin Hall, and $12.9 million 
for the new Engineering and Physics building, less $10.2 million in current year 
depreciation. 
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Deferred Outflows of Resources 
 
A new section of the Statement of Net Position added in 2014 in compliance with GASB 
Statement No. 65 - Items Previously Reported as Assets and Liabilities.  This statement 
required that the deferred bond refunding loss, previously reported as part of the “Long-term 
debt” lines, be reported instead as a deferred outflow of resources in fiscal year 2014.  GASB 
statement 65 also required that we restate this deferred outflow for all prior years reported 
within these financial statements.  Deferred outflows consisted of bond refunding loss from the 
refunding of housing and dining bond series M, N, O, P, and Q which totaled $2.1 million for 
fiscal year 2016, $2.3 million for 2015, and $2.5 million for 2014.  Also included is a bond 
refunding loss from the refunding of 2007 General Receipts bonds Series A which totaled $0.8 
million for fiscal year 2016.  Deferred outflows also consisted of $25.7 million for fiscal year 
2016 and $10 million for 2015 related to reporting requirements specified in GASB Statement 
No. 68 - Accounting and Financial Reporting for Pensions - an amendment of GASB Statement 
No. 27.  This standard does not require a restatement of previous years; therefore, no outflow 
related to pensions is reported for 2014. 

 
Liabilities 
 
Total liabilities at the end of the 2016 fiscal year were $378.8 million, an increase of $31 
million.  This change was due to the following: 

 
 
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 $22.9 million - Increase in long-term debt.  This increase is primarily the result of the 
new 2015 general obligation bonds for the construction of a new Franklin Hall. 
 

 $1.4 million - Increase in accounts payable.  This increase is attributed to the net $1.3 
million increase in plant accounts payable related to the new Breathitt Veterinary 
Center, Stewart Stadium turf replacement, new Franklin Hall and Engineering and 
Physics building. 

 
Deferred Inflows of Resources 

 
A new section of the Statement of Net Position added in 2015 in compliance with GASB 
Statement No. 65 – Items Previously Reported as Assets and Liabilities.  This statement 
requires that certain items are no longer to be reported as a liability.  This consisted of $6.2 
million in fiscal year 2016 and $10 million in 2015 for deferred inflows of resources related to 
pensions as specified in GASB Statement No. 68.  Also in fiscal year 2015 was $2 million from 
State capital 2014-2016 appropriations related to the new Breathitt Veterinary Center (BVC) 
project which was received and recorded as revenue in fiscal year 2016. 
 

Net Position 
 
Net position which represents total equity, of the University was divided into three major 
categories, defined as follows: 
 

o Invested in capital assets, net of related debt - This category represents the instituefinyEt
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o Unrestricted - This category represents the net position held by the University that has 
no formal restrictions.  Although unrestricted net position is not subject to externally 
imposed stipulations, substantially all of the unrestricted net position has been 
designated for various programs and initiatives, capital projects and working capital 
requirements. 

June 30, 2016 June 30, 2015 June 30, 2014

Current assets 91,608,769$     87,921,560$     85,004,479$        
Noncurrent assets 85,228,207            99,747,979            68,357,845                
Capital assets 236,282,533          183,642,281          174,526,454              

413,119,509          371,311,820          327,888,778              

Deferred Outflows 28,685,297            12,385,586            2,515,426                  

Current liabilities 32,635,586            26,267,195            24,504,802                
Noncurrent liabilities 346,173,839          321,532,369          65,287,203                

378,809,425          347,799,564          89,792,005                

Deferred Inflows 6,235,951              12,051,145            —                              

Invested in capital assets, 157,389,810          123,222,276          117,117,865              
    net of related debt
Restricted for
    Nonexpendable 19,218,207            20,453,677            21,452,081                
    Expendable
       Scholarships, research, 
          instruction and other 7,164,586
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The financial statements are prepared on 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, regardless of when cash is exchanged.  A public 
university’s dependency on state appropriations will result in reported operating losses.  The 
Governmental Accounting Standards Board requires state appropriations to be classified as 
nonoperating revenues.  The utilization of long-lived capital assets is reflected in the financial 
statements as depreciation, which expenses the costs of an asset over its expected useful life. 
 
Revenues 

Total operating revenues, which exclude state appropriations, for the 2016 fiscal year were 
$119.1 million, including student tuition and fees, net of related discounts and allowances, of 
$73.5 million, operating restricted grants and contracts revenues of $6.0 million, sales, services 
and other revenues of $7.7 million, and auxiliary services net revenue of $31.9 million. 
 
During fiscal year 2016, operating revenues decreased by ($3.0 million).  This decrease is 
comprised primarily of a decrease of ($1.4 million) from sales, services, and other revenues, and 
($1.3 million) in auxiliary services, specifically housing, dining and bookstore. 
 
The University received $47.1 million in state appropriations for operations for 2016 and $48 
million for 2015.  The ($1 million) decrease was the result of a mid-year 2% state appropriation 
rescission enacted in the fourth quarter of fiscal year 2016.  State appropriations are required 
to be classified as nonoperating revenues; however, these funds were used to support University 
operating activities. 
 
The comparative sources of total operating revenues and nonoperating state appropriation 
revenues are reflected in the following chart:  

 
Operating Revenues and State Appropriations 
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Expenses 

Total operating expenses for the 2016 fiscal year were $190.4 million.  Academic Affairs, which 
include instruction, research, libraries and academic support, represent the largest portion of 
the operating expenses totaling $81.9 million or 43%.  Student Affairs, which include student 
services, financial aid and auxiliary services, was $54.5 million or 29% and other expenses 
which include public service, institutional support, depreciation and operation and 
maintenance amounted to $54.0 million or 28%.  Depreciation for all areas of the University is 
reported as an operating expense and was not allocated to each program group, except for 
auxiliary enterprises. 
 
Operating expenses increased for the year ended June 30, 2016, by $5.2 million.  The primary 
reasons for the increase in operating expenses are as follows:  
 

 $7.6 million - Increase in overall operating expenses as the result of the adoption of 
GASB Statement No. 68.  This expense represents the University’s proportionate share 
of expenses related to Kentucky state pension plans.  The University’s proportionate 
expenses were $4.7 million in 2016 and $1.3 million in 2015 for the Kentucky Employee 
Retirement System and $6.6 million in 2016 and $2.4 million in 2015 for the Kentucky 
Teachers’ Retirement System. 
 

 ($1.2 million) - Decrease in operation and maintenance of plant expenses, before pension 
adjustments, as the result of a one-time $1.3 million inventory adjustment for facilities 
management.  Individual areas within facilities management, such as plumbing, HVAC, 
and electrical, had been acquiring specific parts outside the warehouse inventory.  This 
accumulation of parts has reached a level that requires inventory tracking and 
reporting. 

 
 ($1.1 million) - Decrease in overall operation spending, not including salaries, benefits, 

or inventory mentioned above.  The primary factor in this decrease was a directive to 
departments to more closely monitor spending because of the pending general 
appropriation cuts enacted by the Governor. 
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Operating expenses by type are reflected in the following chart: 
 

University Operating Expenses 
Year Ended June 30, 2016 

 

 
 

The net loss from operations for the year ended June 30, 2016, was $71.3 million.  Nonoperating 
revenues, net of expenses, of $69.5 million, insurance reimbursements of $302,000, capital gifts 
of $189,000 and endowment gifts of $101,000 resulted in an increase in net position of $32.9 
million for the year ended June 30, 2016.  This increase in net position is primarily the result of 
an increase in state capital appropriations of $29.8 million related to the new BVC and 
Engineering and Physics building projects. 
 
The net loss from operations for the year ended June 30, 2015, was $63.1 million.  Nonoperating 
revenues, net of expenses, of $71.4 million, insurance reimbursements of $654,000, capital gifts 
of $588,000 and endowment gifts of $35,000 resulted in an increase in net position of $13.9 
million for the year ended June 30, 2015.  This increase in net position is the result of an 
increase in operating revenues of $11.9 million and an increase in state capital appropriations 
of $4.3 million. 
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2016 2015 2014
Operating revenues

Student tuition and fees, net 73,544,641$       73,588,701$       65,988,011$       
Grants and contracts 6,030,275          6,304,331           6,117,059           
Other 7,680,689          9,053,462           6,569,393           
Auxiliary, net 31,863,895        33,191,335        31,538,445         
    Total operating revenues 119,119,500      122,137,829      110,212,908       

Operating expenses
Instruction 68,688,820        65,098,722        61,028,117         
Other educational and general 88,453,700        86,433,802        86,079,615         
Depreciation 8,151,607          8,919,737           8,244,719           
Auxiliary enterprises 23,045,892        23,331,199        21,947,340         
Auxiliary depreciation 2,035,798          1,440,540           1,277,967           
   Total operating expenses 190,375,817      185,224,000      178,577,758       
      Operating loss (71,256,317)       (63,086,171)       (68,364,850)        

Nonoperating revenues 
State appropriations 47,064,600        48,025,100        48,005,800         
Other nonoperating revenues 22,388,681        23,418,862        25,120,252         
   Total nonoperating revenues 69,453,281        71,443,962        73,126,052         

Other revenues
State capital appropriations and other 34,715,769        5,551,754           82,515                

      Increase in net assets 32,912,733        13,909,545        4,843,717           

Net position, beginning of year 23,846,697        240,612,199      235,768,482       
Restatement of beginning net position for pension

liability —                      (230,675,047)     —                       
Net position, beginning of year (restated) 23,846,697        9,937,152           235,768,482       

Net position, end of year 56,759,430$       23,846,697$       240,612,199$     

Condensed Statements of Revenues, Expenses, and Changes in Net Position

 
 
 
Statements of Cash Flows 
 
The Statements of Cash Flows provide a summary of the sources and uses of cash by defined 
categories.  The principal purposes of the Statements of Cash Flows are to provide information 
about the University’s cash receipts and payments during the years and to help assess the 
University’s ability to generate future net cash flows and meet obligations as they become due, 
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For the year ended June 30, 2016: 
The net cash used in operating activities reflects the net cash used for general operations of the 
University, which decreased by ($1.3 million) during 2016.  This decrease in cash used was 
primarily due to increases in net tuition and fees, grants and contracts, and sales and other 
revenues, as well as decreases in payments to suppliers, offset by decreases in auxiliary 
revenues. 
 
The cash flows from noncapital financing activities decreased by ($1.8 million) during 2016.  
This change was primarily due to the decreases in non-operating grants and contracts of ($1.3 
million) from Pell grants and other various federal grants. 
 
The net cash flows provided by/(used in) capital and related financing activities represent cash 
used for the acquisition, construction and renovation of capital assets, changed from $10.1 
million provided during 2015 to ($32.0 million) used during 2016, a ($42.1 million) decrease.  
Part of this decrease is due to $27.9 million in 2015 Series A general receipt bonds issued for 
the construction of a new Franklin Hall.  Also contributing to the decrease were $8.4 million of 
cash used for principal payments on capital debt attributable to the refunding of 2007 general 
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The net cash flows provided by/(used in) capital and related financing activities represent cash 
used for the acquisition, construction and renovation of capital assets, changed from ($18.1 
million) used during 2014 to $10.1 million provided during 2015, a $28.2 million change.  $27.9 
million of this increase is due to the 2015 issuance of Series A general receipt bonds issued for 
the construction of a new Franklin Hall.  Also contributing to the increase were a $4.3 million 
increase in state capital appropriations received for the new BVC and Engineering and Physics 
buildings offset by a $3.3 million increase in cash used for capital construction costs, primarily 
contributed to those same two projects. 
 
The cash flows provided by investing activities represent the cash activities of investments, 
which increased by $796,000 for 2015.  This increase was primarily the result of increases in 
investment and interest receipts, which were up $1.7 million.  This increase was partially offset 
by a ($914,000) decrease in purchases of investments related to additional cash used to set up a 
$909,000 investment pool related to the 2015 general obligation bond purchase to be used 
towards the first two semi-annual interest payments on the bond obligation. 
 

2016 2015 2014
Cash provided/(used by):

Operating activities (48,433,051)$     (49,741,490)$    (55,799,306)$    
Noncapital financing activities 68,577,099        70,466,385        71,598,909       
Capital and related financing activities (32,009,512)       10,071,879        (18,094,311)      
Investing activities 4,808,278          1,300,696          504,301            
   Net increase in cash (7,057,186)         32,097,470        (1,790,407)        

Cash and cash equivalents, beginning
of year 143,938,412      111,840,942      113,631,349     

Cash and cash equivalents, end of year 136,881,226$    143,938,412$    111,840,942$   

Condensed Statements of Cash Flows

 
 

Capital Assets and Debt Administration   
 
The University had a $61.9 million increase in capital assets, before accumulated depreciation, 
during the fiscal year ended June 30, 2016.  This change is primarily due to $22.2 million spent 
in 2016 for construction of the new BVC, $23.2 million for the construction of the new Franklin 
Hall, and $12.9 million for construction of the Engineering and Physics building. 
 
Construction-in-progress increased $58.8 million in 2016.  This increase was the result of the 
above mentioned construction and renovation projects, offset by completing the Stewart 
Stadium turf project at a cost of $553,000, and the Reagan Field lighting project of $385,000. 
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Capital assets as of June 30, 2016, and changes during the year are as follows: 
 

Balance Net Change
June 30, 2016 2015-16

Land 9,920,222$       191,635$          
Construction in progress 76,632,426         58,787,179          
Museum and collectibles 677,635              1,550                
Buildings 278,366,153       857,542               
Non-building improvements 16,464,827         1,092,256            
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Additional information for Capital Assets and Debt can be found in Notes 7 and 11, 
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 The overtime changes as outlined in the Department of Labor’s final regulations for 
the Fair Labor Standards Act (FLSA) overtime changes will have a significant 
impact on University financial resources.  The final regulations, which will be 
effective December 1, 2016, set the salary threshold of $47,476 ($913 per week) and 
will impact approximately 200 positions currently classified as exempt from the 
overtime regulations.  In addition to the ongoing cost of additional overtime, 
implementing these changes has a significant impact for Human Resources, as well 
as the Payroll Office.  There are additional challenges that have to be addressed 
concurrently, including salary compression, as well as a comprehensive review of 
the structure of the institutional compensation system. 

 
 Madisonville Community College (MCC) is constructing a new $20 million 

Postsecondary Education Center on their campus in Madisonville, Kentucky.  MCC 
has worked closely with Murray State University in regard to the fundraising and 
development of this building since 50% of this building will be exclusively leased for 
university education space.  MCC will use the remaining 50% for their educational 
purposes.  MCC will receive $15 million from the state and $5 million has been 
raised in private funds.  The project is under construction and is expected to be 
completed in early 2018. 
 

 In June 2015, the Jones Chemistry Building's annual inspection revealed 
approximately 80 fume hoods that were deemed inoperable due to improper air 
handling which resulted in an instructional emergency.  Later in the summer of 
2015 the Jones Chemistry Building began to exhibit significant moisture issues as 
well.  Total cost of the repairs and renovation are still estimated to be between one 
million and two million dollars.  Progress continues, as of June 30, 2016, to develop 
a proposed settlement among the parties, 
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 The University’s electrical distribution infrastructure is aging and not adequate to 
meet the demands of the current campus footprint and its electrical needs.  With 
the exception of two recently rebuilt transformers, the primary electrical 
infrastructure is 40+ years old.  As new and expanded buildings have been built 
and electrical demand has increased, the electrical infrastructure has not been 
modified.  Electrical systems within older buildings have also not been upgraded to 
meet current needs; therefore, more stress is placed on each of these systems.  
Instructional and administrative facilities are more and more dependent upon 
electrical systems to service necessary technology, HVAC, emergency systems and 
laboratories within these buildings. 

      
Over the past several months, the campus began experiencing segmented and 
campus-wide power interruptions.  As a result of extensive internal analysis, the 
university has contracted with a high voltage electrical contractor and an 
engineering firm to make emergency repairs and to assist the university with the 
development of a multi-year plan to address this significant infrastructure problem.  
The comprehensive project is expected to cost $15 - $20 million. 

 
 The University’s 2016 enrollment remained stable with a slight, 3% decrease.  

During fiscal year 2016, a new enrollment management model was developed 
focusing on tuition rate structures, scholarships models and recruitment initiatives.  
This new model has been implemented for newly enrolled students for fall 2016. 
 

 Even though the University is not under a mandate to increase the minimum wage, 
due to the number of employees at the lowest end of the pay scale, a multi-year 
non-exempt compensation adjustment model was developed for fiscal year 2017, the 
first year of implementation. 
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2016 2015
Assets

Current Assets
Cash and cash equivalents 78,458,889$    74,197,070$    
Accounts receivable, net 7,493,005        8,911,720        
Inventories 3,519,856        2,169,852        
Loans to students, net 674,245           728,720           
Prepaid expenses 1,462,774        1,914,198        

Total Current Assets 91,608,769     87,921,560      

Noncurrent Assets
Restricted cash and cash equivalents 58,422,337       69,741,342       
Restricted investments 23,741,201     26,679,991      
Loans to students, net 3,064,669        3,326,646        
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Liabilities 2016 2015
Current Liabilities

A
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June 30,
2016 2015

Liabilities
Accounts payable 114,128$          97,576$           
Amount due to related parties 298,651           295,699           
Accrued expenses 53,746             50,316             
Deferred revenue 54,517             102,339           
Assets held for others 24,574,303     25,555,399      
Capital lease obligation 151,935           207,795           
Annuities payable 5,624,371        5,840,584        
Refundable advances 322,454           350,593           

Total Liabilities 31,194,105     32,500,301      

Net Assets
Unrestricted 13,560,243     14,326,704      
Temporarily restricted 22,045,154     24,411,079      
Permanently restricted 41,856,669     39,329,814      

Total Net Assets 77,462,066     78,067,597      

Total Liabilities and Net Assets 108,656,171$  110,567,898$  

Liabilities And Net Assets
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STATEMENTS OF REVENUES, EXPENSES AND 
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For The Years
Ended June 30,

2016 2015
Nonoperating Revenues (Expenses)

State appropriations 47,064,600$    48,025,100$    
Restricted student fees (revenues are pledged as

security for the City of Murray debt agreement) 688,057           710,791           
Federal grants and contracts 12,684,076     14,109,439      
State grants and contracts 7,837,173        7,725,635        
Local and private grants and contracts 475,863           511,173           
Gifts 1,239,140        1,230,421        
Investment income 1,539,489        1,285,586        
Interest on capital asset-related debt (1,814,708)      (1,587,708)       
Loss on deletion and disposal of capital assets (23,459)            (394,605)          
Bond amortization (236,950)          (171,870)          

Nonoperating Revenues (Expenses), Net 69,453,281     71,443,962      

Income Before Other Revenues, Expenses 
Gains and Losses (1,803,036)      8,357,791        

State Capital Appropriations 34,123,728     4,274,360        
Insurance Proceeds 301,681           654,206           
Capital Gifts 189,160           587,920           
Additions to Permanent Endowments 101,200           35,268             

Change in Net Position 32,912,733     13,909,545      

Net Position - Beginning of Year (as previously reported) 23,846,697     240,612,199    
Restatement of beginning net position for pension liability —                     (230,675,047)   
Net Position - Beginning of Year (As Restated) 23,846,697     9,937,152        

Net Position - End of Year 56,759,430$    23,846,697$    
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For The Years 
Ended June 30,

2016 2015
Cash Flows From Investing Activities

Proceeds from sales and maturities of investments 2,057,834$       4,286$             
Purchases of investments (86)                   (918,584)          
Investment receipts 1,083,730        2,335,245        
Interest receipts on investments 1,666,800        (120,251)          

Net Cash Provided by Investing Activities 4,808,278        1,300,696        

Net Increase (Decrease) in Cash and Cash Equivalents (7,057,186)      32,097,470      

Cash and Cash Equivalents - Beginning of Year 143,938,412   111,840,942    

Cash and Cash Equivalents - End of Year 136,881,226$  143,938,412$  

Reconciliation of Cash and Cash Equivalent[17qH81,226
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NOTES TO FINANCIAL STATEMENTS 
June 30, 2016 and 2015 

 
 

1. Summary of Significant Accounting Policies 
 

Nature of Operations 

Murray State University (University) is a state-supported institution of higher education 
located in Murray, Kentucky, and is accredited by the Southern Association of Colleges 
and Schools.  The University awards graduate and undergraduate degrees from five 
colleges and two schools and serves a student population of approximately 11,000.  The 
University is a component unit of the Commonwealth of Kentucky and is included in the 
general purpose financial statements of the Commonwealth. 
 
Reporting Entity 

In accordance with the provisions of Governmental Accounting Standards Board (GASB), 
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Restricted Cash, Cash Equivalents and Investments 

Cash, cash equivalents and investments that are externally restricted are classified as 
restricted assets.  These assets are used to make debt service payments, maintain 
sinking or reserve funds, purchase or construct capital or other noncurrent assets or for 
other restricted purposes. 
 
Investments 

The University accounts for its investments at fair value.  Fair value is determined using 
quoted market prices.  Changes in unrealized gain (loss) on the carrying value of 
investments are reported as a component of investment income in the statements of 
revenues, expenses and changes in net position. 
 
Assets held by the Foundation represent those gifts and donations made directly to the 
University, which are held by the Foundation for investment purposes.  The net 
appreciation and income of donor restricted endowments are available to the University 
for expenditure to the extent permitted by Kentucky law and the spending policy of the 
Foundation.   
 
Accounts Receivable 

Accounts receivable consists of tuition and fee charges, other operational activities and 
auxiliary enterprise services and amounts due from component units.  Accounts 
receivable also include amounts due from the federal government, state and local 
governments or private sources, for nonexchange type agreements defined in accordance 
with GASB No. 33 or 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. 
 
Inventories 

Inventories are stated at the lower of cost (first-in, first-out method) or market. 
 
Capital Assets 

All capital assets, as defined by University policy, are recorded at cost at the date of 
acquisition or, if donated, at fair value at the date of donation.  Depreciation is computed 
using the straight-line method over the estimated useful life of the asset and is not 
allocated to functional expense categories.  Assets under capital leases are amortized 
over the estimated useful life of the asset or the lease term, whichever is shorter.  
Routine repairs and maintenance are charged to operating expense in the year in which 
the expense was incurred. 
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The following estimated useful lives are being used by the University:  
 

 Estimated 
Asset Life 
  
Buildings 40 years 
Nonbuilding improvements 8-20 years 
Equipment 5-15 years 
Library holdings 10 years 
Livestock 12 years 
Software 8 years 

 
The University capitalizes interest costs as a component of construction in progress, 
based on interest costs of borrowing specifically for the project, net of interest earned on 
investments acquired with the proceeds of borrowing.  Total interest capitalized was 
$1,084,807 and $825,167 for the years ended June 30, 2016 and 2015, respectively. 
 
The University owns historical collections housed throughout the campus that it does not 
capitalize, including artifacts in Wrather Museum.  These collections adhere to the 
University’s policy to (a) maintain them for public exhibition, education or research; (b) 
protect, keep unencumbered, care for and preserve them and (c) require proceeds from 
their sale to be used to acquire other collection items.  Generally accepted accounting 
principles permit collections maintained in this manner to be charged to operations at 
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Deferred Outflow of Resources and Deferred Inflow of Resources 

In addition to assets, financial statements may report a separate section for deferred 
outflows of resources.  Deferred outflows of resources consist of the consumption of net 
position that is applicable to a future reporting period and so will not be recognized as an 
outflow of resources until then.  Deferred outflows of resources related to refunding long-
term debt and certain pension related items are reported in the statement of net 
position.  The deferred bond refunding amount results from the difference in the 
carrying value of refunded debt and its reacquisition price, and is amortized over the 
shorter of the life of the refunded or refunding debt.  The pension related items represent 
certain changes in pension related items and contributions made to the plan between the 
measurement date of the pension obligations and the end of the fiscal year. 
 
In addition to liabilities, financial statements may report a separate section for deferred 
inflows of resources.  Deferred inflows of resources consist of the acquisition of net 
position that is applicable to a future reporting period and so will not be recognized as 
inflow of resources until then.  Deferred inflows of resources include state 
reimbursements as well as certain changes in pension related items that are amortized 
over future periods. 
 
Net Position 

The University’s net position is classified as follows: 
 
Net investment in capital assets:  This represents the University’s total investment in 
capital assets, net of outstanding debt obligations related to those capital assets.  To the 
extent debt has been incurred but not yet expended for capital assets, such amounts are 
not included as a component of net investment in capital assets. 
 
Restricted net position - nonexpendable:  Nonexpendable restricted net position consists 
of endowment and similar type funds in which donors or other outside sources have 
stipulated, as a condition of the gift instrument, that the principal is to be maintained 
inviolate and in perpetuity and invested for the purpose of producing present and future 
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Unrestricted net position:  Unrestricted net position represent resources derived from 
student tuition and fees, state appropriations, sales and services of educational 
departments, auxiliary enterprises and other sources.  These resources are used for 
transactions relating to the educational and general operations of the University, and 
may be used at the discretion of the Board of Regents to meet current expenses or for 
any purpose.  These resources also include auxiliary enterprises, which are substantially 
self-supporting activities that provide services for students, faculty and staff.   
 
New Accounting Standard Implemented 

During the year, the University implemented GASB Statement No. 72, Fair Value 
Measurement and Application (GASB No. 72).  See Note 17 below for detail regarding 
this new standard. 
 
Release of Restricted Net Position 

When an expense is incurred for which both restricted and unrestricted net position are 
available, the University’s policy is to allow each departmental unit the flexibility to 
determine whether to first apply restricted or unrestricted resources based on the most 
advantageous application of resources in the particular circumstances. 
 
Classification of Revenues 

The University has classified its revenues as either operating or nonoperating revenues 
according to the following criteria: 
 
Operating revenues: Operating revenues include activities that have the characteristics 
of exchange transactions, such as (1) student tuition and fees, net of discounts and 
allowances, (2) federal, state and local grants and contracts (excluding Pell and similarly 
funded federal and state grants for student financial aid) and (3) sales and services of 
auxiliary enterprises, net of discounts and allowances. 
 
Nonoperating revenues:  Nonoperating revenues include activities that have the 
characteristics of nonexchange transactions.  In a nonexchange transaction, the 
University receives value without directly giving equal value back, such as a gift or grant 
for which there is no return requirement.  Additionally, certain significant revenues 
relied upon for operations, such as state appropriations, Pell and similarly funding 
federal and state grants for student financial aid, investment income and endowment 
income, are recorded as nonoperating revenues, in accordance with GASB No. 35, Basic 
Financial Statements and Management’s Discussion and Analysis for Public Colleges and 
Universities - an Amendment of GASB Statement 34.  
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Tuition Discounts and Allowances 

Student tuition and fee revenues, and certain  other revenues from students, are reported 
net of discounts and allowances.  Discount s and allowances are the difference between 
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2. Accounts Receivable 
 

Accounts receivable as of June 30 consisted of: 
 

2016 2015

Current accounts receivable:
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The University also maintains cash deposits with the Commonwealth of Kentucky, as 
overseen by the State Investment Commission (Commission).  The Commission is 
charged with the oversight of the Commonwealth’s investment programs pursuant to 
KRS 42.500.  The Commonwealth’s investments are categorized into two distinct 
classifications or “pools.”  The Short-Term Pool consists primarily of General Fund cash 
balances.  The Intermediate-Term Pool and the Limited Term Pool represent Agency 
fund investments, state held component unit and fiduciary fund accounts held for the 
benefit of others by the state.  Shares of each pool represent a divisible interest in the 
underlying securities and are not federally insured or guaranteed by the U.S. 
Government, Federal Deposit Insurance Corporation or any federal agency.  The pools 
have not been approved by the Securities and Exchange Commission.  The University’s 
shares within the pools may indirectly expose it to risks associated with fixed income 
investments; however, specific information about any such transactions is not available 
to the University.   
 
Custodial credit risk for deposits is the risk that, in the event of a bank failure, the 
University’s deposits may not be returned to the University.  The University does not 
have a formal deposit policy for custodial credit risk other than compliance with the 
provisions of state law. 
 
Cash and cash equivalents as of June 30 consisted of: 
 

2016 2015
Depository accounts:

Local bank deposits, letter of credit
in the University's name 6,433,122$       7,482,275$        

Cash on hand 49,983                96,192                  
Foreign currency deposits 67,740                192,218                

State Investment Pool - collateral required
by KRS 41.240 130,330,381       136,167,727          

              Total deposits 136,881,226$   143,938,412$    
 

 
Cash and cash equivalents as presented in the statements of net position captions as of 
June 30 include: 

2016 2015

Cash and cash equivalents, current 78,458,889$     74,197,070$      
Restricted cash and cash equivalents 58,422,337         69,741,342            

            Total deposits 136,881,226$   143,938,412$    
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Investments 

Investments carried at fair value as of June 30 consisted of: 
 

2016 2015
Money market funds restricted for 
    debt service purposes 319,245$          2,376,993$       
Restricted assets held by the Foundation 23,421,956          24,302,998          

             Total investments 23,741,201$     26,679,991$     
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Credit Risk.  Credit risk is the risk that the issuer or other counterparty to an 
investment will not fulfill its obligations.  The University’s investment policy requires 
investments to be in compliance with state statute.  The University has no further policy 
that would limit its investment choices.  Credit ratings for the money market mutual 
funds and State Investment Pool are not available and are therefore, considered 
unrated. 
 
Concentration of Credit Risk.  Concentration of credit risk is the risk of loss attributed to 
the magnitude of a government’s investment in a single user.  The University places no 
limit on the amount that may be invested in any one issuer.  The University does not 
hold more than 5% of its investments with a single issuer. 
 
Investment Income  

Investment income for the years ended June 30 consisted of: 
 

2016 2015

Assets held by the University:
Interest income 1,666,800$      993,420$          

Assets held by MSU Foundation:
Investment income endowment funds 1,307,080          1,407,238            
Net increase/(decrease) in fair value 

of endowment investments (1,434,391)         (1,115,072)           

Total investment income 1,539,489$      1,285,586$       
 

 

 
6. Endowments 
 

Changes in endowment assets for the years ended June 30 are as follows: 
 

2016 2015

Endowment assets, beginning of year 20,453,677$    21,452,081$     
Investment return:

Net depreciation (1,432,838)         (1,113,672)           

Contributions 197,368             115,268               

Endowment assets, end of year 19,218,207$    20,453,677$     
 

 
 



MURRAY STATE UNIVERSITY  
A Component Unit of the Commonwealth of Kentucky 

Notes To Financial Statements (Continued) 
 
 

 

 Page 42 

7. Capital Assets 
 

Capital asset activity for the year ended June 30, 2016 was as follows: 
 

Balance Deletions/ Balance
June 30, 2015 Retirements June 30, 2016

Land 9,728,586$         —$                 191,855$        (219)$               9,920,222$         
Construction in progress 17,845,247         61,456,927     (2,159,402)      (510,346)          76,632,426         
Museum and collectibles 676,085              1,550             —                    —
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Capital asset activity for the year ended June 30, 2015 was as follows: 
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9. University Health Self-Insurance Program 
 
The University maintains a self-insurance program for employees’ health insurance.  For 
the fiscal year ended June 30, 2016, the University paid approximately 86% of total plan 
expenses for permanent full-time employees and their families.  The University’s 
contribution to cover claims paid under the plan for years ended June 30, 2016 and 2015, 
totaled $10,042,235 and $10,636,903, respectively.  Stop loss and administrative fees are 
disclosed in the chart below.  The University’s stop-loss insurance limits its exposure for 
claims to $125,000 per individual for the first half of the fiscal year, increasing to 
$200,000 per individual at January 1, 2016 through June 30, 2016. 
 
Changes in the liability for self-insurance for the years ended June 30 are as follows: 
 

2016 2015

Liability, beginning of year 617,000$         660,000$          



MURRAY STATE UNIVERSITY  
A Component Unit of the Commonwealth of Kentucky 

Notes To Financial Statements (Continued) 
 
 

 

 Page 45 

11. Revenue Bonds, Notes Payable and Capital Leases 
 

The following is a summary of long-term obligation transactions for the University for 
the year ended June 30, 2016: 
 

Amounts 
Beginning Ending Due Within Long-Term

Balance Additions Deductions Balance One Year Portion

Bonds payable 79,650,000$    8,310,000$      (12,125,000)$  75,835,000$     3,685,000$     $   72,150,000 

Less bond discounts (213,387)          —                    153,302          (60,085)             (4,622)                        (55,463)

Plus bond premiums 2,113,114        190,125           (114,424)         2,188,815         114,424                 2,074,391 

Bonds payable, net of discounts /
premiums 81,549,727      8,500,125        (12,086,122)    77,963,730       3,794,802      74,168,928      

City of Murray
payable 8,464,999        —                    (340,000)         8,124,999         360,000                 7,764,999 

Master lease notes 
payable 2,126,828        —                    (873,960)         1,252,868         906,247                    346,621 

Total bonds, notes
and capital leases 92,141,554$    8,500,125$      (13,300,082)$  87,341,597$     5,061,049$    82,280,548$    

 
The following is a summary of long-term obligation transactions for the University for 
the year ended June 30, 2015: 
 

Amounts 

Beginning Ending Due Within Long-Term
Balance Additions Deductions Balance One Year Portion

Bonds payable 56,800,000$    26,000,000$    (3,150,000)$    79,650,000$    3,230,000$     $   76,420,000 

Less bond discounts (230,399)          —                    17,012            (213,387)          (17,012)                    (196,375)

Plus bond premiums 280,163           1,944,208        (111,257)         2,113,114        111,256                 2,001,858 

Bonds payable, net of discounts /
premiums 56,849,764      27,944,208      (3,244,245)      81,549,727      3,324,244      78,225,483      

City of Murray
payable 8,789,999        —                    (325,000)         8,464,999        340,000                 8,124,999 

Master lease notes 
payable 2,969,670        —                    (842,842)         2,126,828        873,960                 1,252,868 

Capital leases 629,000           —                    (629,000)         —                    —                                      — 

Total bonds, notes
and capital leases 69,238,433$    27,944,208$    (5,041,087)$    92,141,554$    4,538,204$    87,603,350$    
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Maturity Information 

A schedule of the mandatory principal and interest payments (excluding bond discounts) 
is presented below: 
 

2017 3,685,000$       1,266,247$     4,951,247$       2,833,014$     7,784,261$        
2018 3,800,000         721,620         4,521,620        2,721,662      7,243,282          
2019 3,950,000         395,000         4,345,000        2,586,138      6,931,138          
2020 4,130,000         415,000         4,545,000        2,464,706      7,009,706          
2021
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Long-term liability information for the year ended June 30, 2016 was as follows: 
Interest Bonds/Notes/

Original Balance Due Expense, Leases Maturing
Issue June 30, 2016 Current Year 2016-2017

General Receipts Bonds Payable
Series A 2007 bonds dated July 31,

2007, with an interest rate of
4.00% to 4.50%; final principal
payment date September 1, 2027;
Richmond Hall 14,550,000$      1,345,000$      128,827$        660,000$          

Series A 2009 bonds dated April 22,
2009, with an interest rate of
2.50% to 4.20%; final principal
payment date September 1, 2028;
completion of Richmond Hall and
various projects under $600,000 7,665,000          5,765,000           224,940              355,000                   

Series A 2011 bonds dated July 12,
2011, with an interest rate of
2.00% to 4.50%; final principal
payment date September 1, 2031;



MURRAY STATE UNIVERSITY  



MURRAY STATE UNIVERSITY  
A Component Unit of the Commonwealth of Kentucky 

Notes To Financial Statements (Continued) 
 
 

 

 Page 49 

12. Deposits 
 
The deposits held as of June 30 consisted of: 
 

2016 2015
Current:

Horse stall rentals 20,510$      18,060$      
Racer card declining balances 35,249              37,558              
Housing deposits 166,181            171,269             
Agency account balances 90,867              91,515              

Total current deposits 312,807            318,402             
Noncurrent:

Housing deposits 365,550            348,300             

Total deposits 678,357$    666,702$     
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14. Pension Plans 
 
 a)  General Information about the Pension Plans 
 

Plan Descriptions 

 Kentucky Retirement Systems.  Under the provisions of Kent ucky Revised Statute Section 
61.645, the Board of Trustees (the Board) of Kentucky Retirement Systems (KRS) (Systems) 
administers the Kentucky Employees Retirement  System (KERS, listed herein as KERS-nh 
for “non-hazardous and KERS-h for “hazardo us”), County Employees Retirement System 
(CERS), and State Police Retirement System (S PRS).  Although the assets of the systems 
are invested as a whole, each system’s assets are used only for the payment of benefits to 
the members of that plan, and a pro rata share of administrative costs, in accordance with 
the provisions of Kentucky Revised Statut e Sections 16.555, 61.570, and 78.630.  KERS-nh 
and KERS-h are cost �æsharing multiple �æemployer defined benefit pension plans that cover all 
regular full �ætime members employed in non �æhazardous and hazardous duty positions of any 
state department, board, agency, county, city, sc hool board, and any additional eligible local 
agencies electing to participate.  KRS issues a publicly  available financial report that can be 
obtained at https://kyret.ky.gov/about/Pub lications/Pages/default.aspx  

 
 Kentucky Teachers Retirement System.   Under the provisions of Kentucky Revised Statute 

Section 161.250, the Board of Trustees (the Board) of Kentucky Teachers’ Retirement 
Systems (KTRS) administers the Kentucky Te achers’ Retirement System (KTRS).  All 
employees required to hold a degree and occupy ing full-time positions, defined as seven-
tenths (7/10) of normal full-time service on a daily or weekly basis, ar e required by state law 
to participate in the Kentucky Teachers Retirement System (KTRS) or an optional 
retirement plan, as allowed by KRS 161.567.  KT RS, is a cost sharing, multiple-employer, 
public employee retirement system.  KTRS issu es a publicly available financial report that 
can be obtained at http://ktrs.ky.gov/05_publications/index.htm  

 
Benefits Provided 
 
KERS-nh, members before 9/1/2008.   Benefits are available with completion of 27 years 
of service or attainment of age 65 and 4 years of service.  Reduced benefits are available 
at 6.5% per year for the first five years, and 4.5% for the next five years before age 65 or 
27 years of service with the attainment of ag e 55 and 5 years of service or any age with 
25 years of service.  
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KERS-h, members before 9/1/2008.
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For members participating prior to July 1, 2003, KRS pays a percentage of the monthly 
premium for single coverage based upon the service credit accrued at retirement.  
Hazardous duty members are also eligible for an additional contribution for dependents 
based upon hazardous service only.  Members participating on or after July 1, 2003 and 
before September 1, 2008 are required to earn at least 10 years of service credit in order 
to be eligible for insurance benefits at retirement.  Members participating on or after 
September 1, 2008 are required to earn at least 15 years of service credit in order to be 
eligible for insurance benefits at retirement.  The monthly health insurance contribution 
will be $15 for each year of earned service increased by the CPI prior to July 1, 2009, and 
by 1.5% annually from July 1, 2009. 
 
Upon termination of employment, a refund of member contributions and accumulated 
interest is available to the member. 
 
Active member accounts have been credited with interest on July 1 of each year at 3% 
compounded annually through June 30, 1981; 6% thereafter through June 30, 1986; 4% 
thereafter through June 30, 2003, and 2.5% thereafter.  For employees hired prior to 
September 1, 2008, the interest paid is set by the Board of Trustees and will not be less 
than 2.0%, for employees hired on or after September 1, 2008, interest will be credited at 
a rate of 2.5%. 
 

 KTRS, members before 7/1/2008.  Benefits are available with completion of 27 years of 
service or attainment of age 55 and five years of service.  The annual retirement allowance 
for non-university members is equal to 2.0% of final average salary multiplied by service 
before July 1, 1983, plus 2.5% of final average salary multiplied by service after July 1, 
1983.  For individuals who become members of the Retirement System on or after July 1, 
2002 and have less than 10 years of service at retirement, the retirement allowance is 2.0% 
of final average salary multiplied by service.  If, however, they have 10 or more years, they 
receive a benefit percentage of 2.5% for all years of service up to 30 years.  For members 
retiring on or after July 1, 2004, the retirement allowance formula is 3.0% of final average 
salary for each year of service credit earned in excess of 30 years.  

 
The annual retirement allowance for university members is equal to 2.0% of final 
average salary multiplied by all years of service.  For all members, the annual allowance 
is reduced by 5% per year from the earlier of age 60 or the date the member would have 
completed 27 years of service.  The minimum annual service allowance for all members 
is $440 multiplied by credited service. 

 
 KTRS, members on and after 7/1/2008.  Benefits are available with completion of 27 

years of service, attainment of age 60 and five years of service or attainment of age 55 
and 10 years of service.  The annual retirement allowance for non-university members is 
equal to 1.7% of final average salary if service is 10 years or less.  2.0% of final average 
salary if service is greater than 10 years and no more than 20 years.  2.3% of final 
average salary if service is greater than 20 years but no more than 26 years.  2.5% of 
final average salary if service is greater than 26 years but no more than 30 years.  3.0% 
of final average salary for years of service greater than 30 years.  
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The allowances are payable until a child attains age 18, or age 23 if a full-time student.  
If the member has no eligible survivor, a refund of his accumulated contributions is 
payable to his estate. 
 
The retirement allowance of each retired member and of each beneficiary shall be 
increased by 1.50% each July 1. 

 
Contributions 

KERS-nh.  Per KRS 61.565 and KRS 61.752, contribution requirements of the active 
employees and the participating employers are established and may be amended by the 
KRS Board.  Employees are required to contribute five percent of their annual pay.  The 
participating employers’ contractually required contribution rate for the year ended 
June 30, 2016, was 38.77% of annual payroll, actuarially determined as an amount that, 
when combined with employee contributions, is expected to finance the costs of benefits 
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 b)  Pension Liabilities, Pension Expense, and Deferred Outflows of Resources 
and Deferred Inflows of Resources Related to Pensions 

 
The University reported a liability of $263,527,741 and $233,580,719 for the years ended 
June 30, 2016 and 2015, respectively, for its proportionate shares of the net pension 
liability in the plans.  The net pension liability for KTRS and KERS plans were 
measured as of June 33,5os,5o23 -.623 ans were 
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In the years ended June 30, 2016 and 2015, deferred outflows of resources of $9,942,062 
and $10,063,307, respectively, related to pe
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The actuarial assumptions used in the June 30, 2015 and 2014 valuations were based on 
the results of actuarial experience study for the periods July 1, 2008 – June 30, 2013, 
and July 1, 2005 – June 30, 2008, respectively, for KERS and July 1, 2005 – June 30, 
2010 for KTRS.  As a result of the actuarial experience studies, the expectation of life 
after disability was adjusted in the July 30, 2015 and 2014 actuarial valuations to more 
closely reflect actual experience. 
 
For KERS, the long-term expected return on plan assets is reviewed as part of the 
regular experience studies prepared every five years for KRS.  The most recent analysis, 



MURRAY STATE UNIVERSITY  
A Component Unit of the Commonwealth of Kentucky 

Notes To Financial Statements (Continued) 
 
 

 

 Page 59 

KERS:

Asset Class  Target Allocation 

 Long-Term Expected 
Real Rate of Return 

Domestic Equity 30% 8.45%
International Equity 22% 8.85%
Emerging Market

Equity 5% 10.50%
Private Equity 7% 11.25%
Real Estate 5% 7.00%
Core US Fixed Income 10% 5.25%
High Yield US Fixed Income 5% 7.25%
Non-U.S. Fixed Income 5% 5.50%
Commodities 5% 7.75%
TIPS 5% 5.00%
Cash 1% 3.25%
Total 100%

June 30, 2014

 
 

For KTRS, the long-term expected rate of 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 weighting the expected 
future real rates of return by the target asset allocation percentage and by adding 
expected inflation. 
 

KTRS:
Long-Term Expected

Asset Class Target Allocation Real Rate of Return
U.S. Equity 45% 6.40%
Non-U.S. Equity 17% 6.50%
Fixed Income 24% 1.60%
High Yield Bonds 4% 3.10%
Real Estate 4% 5.80%
Alternatives 4% 6.80%
Cash 2% 1.50%

Total 100%

June 30, 2015 and 2014

 
 

Discount rate. For KERS, the discount rate used to measure the total pension liability as 
of the Measurement Date (June 30, 2015) and Prior Measurement Date (June 30, 2014) 
were 7.50% and 7.75%, respectively, for both nonhazardous and hazardous.  The 
projection of cash flows used to determine the discount rate assumed that contributions 
from plan members and employers will be made at statutory contribution rates.  
Projected inflows from investment earnings were calculated using the long-term 
assumed investment return of 7.50% and 7.75%, respectively.  The long-term assumed 
investment rate of return was applied to all periods of projected benefit payments to 
determine the total pension liability. 
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For KTRS, the discount rate used to measure the TPL as of the Measurement Date and 
Prior Measurement Date were 4.88% and 5.23%, respectively.  The projection of cash 
flows used to determine the discount rate was performed in accordance with GASB 67.  
It was assumed that Plan member contributions will be made at the current contribution 
rates and that Employer contributions will be made at statutorily required rates.  Based 
on those assumptions, the pension plan’s fiduciary net position was projected to be 
available to make all projected future benefit payments of current plan members until 
the 2039 plan year as of the Measurement Date and the 2036 plan year as of the Prior 
Measurement Date, and, as a result, the Municipal Bond Index Rate was used in the 
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Total investment return is comprised of the following: 
 

2016 2015

Interest and dividend income 1,735,666$   1,620,888$    
Realized gains on investments 

reported at fair value 4,091,599       4,218,361         
Unrealized gains on investments 

reported at fair value (5,292,386)      (2,960,525)        

534,879$      2,878,724$    
 

 Q
37.047879
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The Foundation administers several charitable remainder unitrusts and annuity 
trusts.  A charitable remainder trust provides for the payment of distributions to the 
grantor or other designated beneficiaries over the trust’s term (usually the 
designated beneficiary’s lifetime), either in the form of a percentage of the fair value 
of the trust’s assets (unitrust) or in the form of a specified dollar amount (annuity 
trust).  At the end of the trust’s term, the remaining assets are available for the 
Foundation’s use.  The portion of the trust attributable to the future interest of the 
Foundation is recorded in the statement of activities as temporarily restricted 
contributions in the period the trust is established.  Assets (investments) held in the 
charitable remainder trusts are recorded at fair value in the Foundation’s statement 
of financial position.  The present value of the estimated future payments were 
$4,386,340 and $4,558,492 at June 30, 2016 and 2015, respectively, which was 
calculated using discount rates ranging from 1.8% to 8%, and applicable mortality 
tables. 

 
d) Net Position 

Temporarily Restricted Net Position 

Temporarily restricted net position at June 30 is available for the following purposes: 
 

2016 2015

Scholarships 9,902,981$   12,612,123$  
Instruction and institutional support 11,359,084     11,131,793       
Chairs and professorships 783,089          667,163            

22,045,154$ 24,411,079$  
 

 
Permanently restricted net assets at June 30 are restricted to: 

 

2016 2015
Investment in perpetuity, the income of

which is expendable to support:
Scholarships 29,749,369$ 28,873,018$  
Instruction and institutional support 7,935,121       7,610,187         
Chairs and professorships 2,388,601       2,263,095         
Operations of the Golf Course 1,316,241       191,890            
Operating activities of the Foundation 467,337          391,624            

41,856,669$ 39,329,814$  
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Net assets were released from donor restrictions by incurring expenses 
satisfying the restricted purposes or by occurrence of other events specified by 
donors. 
 

2016 2015

Scholarships 1,863,068$   1,438,093$    
Instruction and institutional support 1,745,570       1,670,674         

3,608,638$   3,108,767$    
 

 
 

16. Risk Management 
 
The University is exposed to various risks of loss related to torts; theft of, damage to and 
destruction of assets; error and omission; employee injuries and illnesses; natural 
disasters and employee health and accident benefits.  Commercial insurance coverage is 
purchased for claims arising from such matters other than those related to workers’ 
compensation, natural disasters and employee health benefits.  Settled claims have not 
exceeded this commercial coverage in any of the three preceding years.  The 
Commonwealth of Kentucky self insures workers’ compensation benefits for all state 
employees, including University employees.  Claims are administered by the Risk 
Management Services Corporation. 
 
Claims and Litigation 

The University is a defendant in various lawsuits.  It is the opinion of management and 
its legal counsel, based in part on the doctrine of sovereign immunity and other statutory 
provisions, that the ultimate outcome of litigation will not have a material effect on the 
future operations or financial position of the University. 
 
Commitments 

The University has outstanding commitments under construction contracts of 
approximately $24,866,260 and $75,349,102 as of June 30, 2016 and 2015, respectively. 
 
Government Grants 

The University is currently participating in numerous grants from various departments 
and agencies of the federal and state governments.  The expenditures of grant proceeds 
must be for allowable and eligible purposes.  Single Audits and audits by the granting 
department or agency may result in requests for reimbursement of unused grant 
proceeds or disallowed expenditures.  Upon notification of final approval by the granting 
department or agency, the grants are considered closed. 
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18. Natural Expense Classifications with Functional Classifications 
 
The University’s operating expenses by functional classification for the year ended 
June 30 were as follows: 
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19. Segment Information 
 

A segment is an identifiable activity reported as a stand-alone entity for which one or 
more revenue bonds are outstanding.  A segment has a specifically identifiable revenue 
stream pledged in support of revenue bonds and has related expenses, gains and losses 
and assets and liabilities that are required by an external party to be accounted for 
separately.  The Susan E. Bauernfeind Student Recreation and Wellness Center is the 
University’s only reportable segment. 
 
Susan E. Bauernfeind Student Recreation and Wellness Center 

The University entered into an agreement with the City of Murray, Kentucky on 
December 30, 2002, to finance the construction of a student recreation/wellness center.  
The University established a $3.00 per credit hour student fee, effective for the Fall 2002 
semester, to be designated as the Wellness Center Fee.  A portion of the revenues from 
this fee will be used to fund all debt and debt related expenses according to the terms 
and provisions of the Memorandum of Agreement between the University and the City of 
Murray. 
 
The City of Murray refinanced the original bonds in the spring of 2012 to take advantage 
of an overall decrease in net interest costs.  The terms of original agreement between the 
University and the City of Murray remained unchanged, with the exception of changes 
in the amount of debt and interest payments. 
 



MURRAY STATE UNIVERSITY  
A Component Unit of the Commonwealth of Kentucky 

Notes To Financial Statements (Continued) 
 
 

 

 Page 68 

Condensed financial information as of and for the years ended June 30 of the 
University’s Wellness Center segment is as follows: 

Wellness Center - Condensed Statements of Net Position 

2016 2015
Assets

Current assets 726,815$          629,198$          
Noncurrent assets 1,849,155          1,823,292            
Capital assets, net of accumulated 

depreciation 7,512,652          7,781,368            

  Total assets 10,088,622     10,233,858       

Deferred outflows of resources
Bond refunding loss 323,839          343,125            

  Total deferred outflows of resources 323,839          343,125            

Liabilities
Current liabilities 33,459            35,106             
Noncurrent liabilities 8,124,999          8,464,999            

  Total liabilities 8,158,458          8,500,105            

Net position
Net investment in capital assets (288,508)            (340,507)              
Restricted
  Expendable capital 1,063,474          1,046,921            
  Expendable debt service 749,729             741,524               
Unrestricted 729,308             628,940               

  Total net position 2,254,003$      2,076,878$       
 

Wellness Center - Condensed Statements of Revenues, Expenses 
and Changes in Net Position 

2016 2015

Operating revenues 102,814$         110,030$          
Operating expenses (456,245)            (430,482)              
Depreciation expense (268,715)            (268,715)              

Operating loss (622,146)            (589,167)              

Nonoperating revenues 799,271             790,476               

Change in net position 177,125             201,309               
Net position, beginning of year 2,076,878          1,875,569            

Net position, end of year 2,254,003$      2,076,878$       
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Wellness Center - Condensed Statements of Cash Flows 

2016 2015

Cash flows from:
Operating activities (453,430)$        (420,452)$         
Noncapital financing activities 481,569             451,116               
Capital and related financing activities 88,783               128,258               
Investing activities 7,666                 5,042                  

Net increase in cash 124,588             163,964               
Cash, beginning of year 2,452,231          2,288,267            

Cash, end of year 2,576,819$      2,452,231$       
 

 
 

20. Risk and Uncertainties 
 

The University invests in various investment securities.  Investment securities are 
exposed to various risks such as interest rate, market and credit risks.  Due to the level 
of risk associated with certain investment securities, it is at least reasonably possible 
that changes in values of investment securities will occur in the near term and that such 
change could materially affect the investment amounts reported in the balance sheets. 
 
 

21. Current Economic Conditions 
 
The current economic environment presents the University with unprecedented 
circumstances and challenges which, in some cases, have resulted in declines in 
contributions, governmental support and grant revenue.  The financial statements have 
been prepared using values and information currently available to the University. 
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SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION 
For The Year Ended June 30, 2016 

 
 

Proportionate Share Of The Net Pension Liability  
 
KERS-Non-Hazardous Pension Plan

2016 2015
Actuarial Valuation Data

University's proportion of the net pension
liability 0.854037% 0.882259%

University's proportionate share of the
net pension liability 85,676,061$      79,154,689$      

University's covered-employee payroll 13,188,333$      13,917,604$      

University's proportionate share of the
net pension liability as a percentage
of its covered-employee payroll 649.64% 568.74%

Plan fiduciary net position as a 
percentage of the total pension
liability 18.83% 22.32%  

 
KERS-Hazardous Pension Plan

2016 2015
Actuarial Valuation Data

University's proportion of the net pension
liability 0.388584% 0.405301%

University's proportionate share of the
net pension liability 1,332,707$        1,035,001$       

University's covered-employee payroll 492,259$           523,146$          

University's proportionate share of the
net pension liability as a percentage
of its covered-employee payroll 270.73% 197.84%

Plan fiduciary net position as a 
percentage of the total pension
liability 61.70% 68.74%  
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SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION (Continued) 
For The Year Ended June 30, 2016 

 
 
Proportionate Share Of The Net Pension Liability (Continued) 
 
KTRS Pension Plan

2016 2015
Actuarial Valuation Data

University's proportion of the net pension
liability 0.722622% 0.710400%

University's proportionate share of the
net pension liability 176,518,973$    153,391,029$   

University's covered-employee payroll 24,966,648$      24,460,052$     

University's proportionate share of the
net pension liability as a percentage
of its covered-employee payroll 707.02% 627.11%

Plan fiduciary net position as a 
percentage of the total pension
liability 42.49% 45.59%  
 
These schedules will ultimately present ten years of data when available. 
 
Schedules of Murray State University Contributions 

 
 

KERS-Non-Hazardous Pension Plan

2016 2015
Fixed Year

Contractually required contribution 4,420,027$        3,912,372$        

Contributions in relation to the
contractually required contribution (4,420,027)        (3,912,372)        

Contribution deficiency —$                    —$                    

University's covered-employee payroll 13,188,333       13,917,604       

Contributions as a percentage of
covered-employee payroll 33.51% 28.11%  
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SCHEDULES OF REQUIRED SUPPLEMENTARY INFORMATION (Continued) 
For The Year Ended June 30, 2016 

 
 

Schedules of Murray State University Contributions (Continued) 
 
KERS-Hazardous Pension Plan

2016 2015
Fixed Year

Contractually required contribution 115,000$           183,317$          

Contributions in relation to the
contractually required contribution (115,000)           (183,317)         

Contribution deficiency —$                    —$                   

University's covered-employee payroll 492,259            523,146           

Contributions as a percentage of
covered-employee payroll 23.36% 35.04%  
 
KTRS Pension Plan

2016 2015
Fixed Year

Contractually required contribution 5,684,344$        5,519,075$       

Contributions in relation to the
contractually required contribution (5,684,344)        (5,519,075)      

Contribution deficiency —$                    —$                   

University's covered-employee payroll 24,966,648       24,460,052      

Contributions as a percentage of
covered-employee payroll 22.77% 22.56%  

 
There were no changes to benefit terms for the plans year ended June 30, 2015.  Changes in 
assumptions did occur for the KERS and KTRS plans as the result of a change in the discount 
rates, which decreased from 7.75% and 5.23%, respectively, in plan year 2014 to 7.50% and 
4.88%, respectively, in plan year 2015. 
 
These schedules will ultimately present ten years of data when available. 
 


