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MANAGEMENT’S DISCUSSION AND
ANALYSIS

Overview of the Financial Statements and
Financial Analysis

Clemson University is pleased to present its financial
statements for fiscal year 2006. While audited financial
statements for fiscal year 2005 are not presented with this
report, condensed operations and financial position data will
be presented in this section in order to illustrate certain increases
and decreases. However, the emphasis of discussions about
these statements will be on current year data.

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 financial information in a format
similar to that used by private corporations.

This discussion and analysis of the University’s financial
statements provides an overview of its financial 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 Statement of Net Assets is a point of time financial
statement. The purpose of the Statement of Net Assets is to
present to the readers of the financial statements a fiscal
snapshot of Clemson University. The Statement of Net Assets
presents end-of-year data concerning Assets (property that we
own and what we are owed by others), Liabilities (what we
owe to others and have collected from others before we have
provided the service), and Net Assets (Assets minus Liabilities).
It is prepared under the accrual basis of accounting, where
revenues and assets are recognized when the service is provided
and expenses and liabilities are recognized when others provide
the service to us, regardless of when cash is exchanged.

From the data presented, readers of the Statement of Net
Assets are able to determine the assets available to continue
the operations of the institution. They are also able to determine
how much the institution owes vendors, investors, and lending
institutions. Finally, the Statement of Net Assets provides a
picture of the net assets (assets minus liabilities) and their
availability for expenditure by the institution.

Net assets are divided into three major categories. The
first category, invested in capital assets, net of debt, provides
the institution’s equity in property, plant, and equipment owned
by the institution. The next asset category is restricted net
assets, which is divided into two categories, nonexpendable
and expendable. Restricted nonexpendable net assets consists
solely of the University’s permanent endowment funds and are
only available for investment purposes. Expendable restricted
net assets are available for expenditure by the institution but
must be spent for purposes as determined by donors and/or
external entities that have placed time or purpose restrictions
on the use of the assets. The final category is unrestricted net
assets. Unrestricted net assets are available to the institution
for any lawful purpose of the institution. Although unrestricted

net assets are not subject to externally imposed stipulations,
substantially all of the University’s unrestricted net assets have
been designated for various academic and research programs
and initiatives.

Assets —increase of $74.8 million

® Current assets increased by $33 million. The unrestricted
cash increase was attributable to the Board-approved
tuition increase of 12.4 percent. The restricted cash
increase resulted from proceeds still on hand from the
issuance of almost $23 million in new Athletic Facilities
and Housing Revenue bond debt. The accounts receivable
increase of $3.7 million was due to amounts due from
State Economic Development and Research Infrastructure
Bonds for capital projects of $2.7 million, and Athletics
accounts receivable for radio and television rights and
corporate sponsorships. The $244,000 decline in grants
and contracts receivable stemmed from decreases in
projects funded by the State Department of Health &
Environmental Control and the SC Research Authority.
Increases in workers compensation premiums and a
reservation of the National Optical Astronomy
Observatory telescope accounted for the $692,000 increase
in prepaid expenses.

® The net capital assets increase of $36.4 million resulted
from a decrease in non-depreciable assets of $1.7 million
and an increase in depreciable assets of $38.1 million. A
$1.6 million purchase of land for the CU-ICAR project,
coupled with a $3.2 million decline in construction in
progress accounted for the decrease in non-depreciable
assets. The increase in depreciable assets was attributable
to the completion of the fraternity dormitories and CU-
ICAR Information Technology Research Center. In
addition, purchases of equipment and vehicles and
additions to utilities and other nonstructural improvements
were up $2.9 million and $1.9 million, respectively.

® Other assets increased $5.5 million. The balance on loan
to the Clemson University Foundation (CUF) increased
$16.8 million, due to a cash transfer from the University
of $9.8 million and appreciation on the CUF loan of $7
million. Correspondingly, the cash transfer to CUF was
almost solely responsible for the $10.7 decrease in
noncurrent restricted cash balances. Noncurrent
contributions receivable decreased $1.1 million due to the
payment of IPTAY Life pledges. Two new bond issues
resulted in a $251,000 increase in noncurrent bond issue
costs and noncurrent student loans receivable increased
$211,000.

Liabilities —increase of $16.2 million

® Current liabilities increased by $2 million. The $2.3
million increase in accounts payable was mainly
attributable to an increase in Athletics accounts payable
of $1.1 million and amounts owed to members of the
National Textile Consortium of almost $900,000. The
Athletics increase stemmed from costs of hosting NCAA
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regional and super regional baseball tournaments, and
playing in the College World Series in Omaha. Inaddition,
contractual payments to Athletic coaches, which previously
were paid directly to them, were passed-through the
University and were payable at fiscal year end. The
accrued payroll and related liabilities decrease was due to
a fiscal year end accrual of 10 percent vs a 100 percent
accrual for the previous year. The deferred revenues
increase of $5 million resulted from an additional $4.2
million in sales of tickets and stadium suites for the fall
football season, and increased advances for sponsored
programs totaling almost $900,000. The issuance of new
debt resulted in increases in the current portion of bonds,
capital leases and notes payable. A State mandated 3
percent pay raise at fiscal year end resulted in an increase
in accrued compensated absences and related liabilities
of approximately $300,000. An increase in study abroad
programs contributed to the approximately $150,000 rise
in funds held for others.

Noncurrent liabilities increased by $14.2 million. Two
new bond issues in December, 2005, resulted in a $13.3
million increase in bonds payable. A $2.1 million loan
for a new scoreboard in Memorial Stadium accounted for
the $1.5 million increase in notes payable. Capital leases
declined $1.2 million as there were no materially large
additions this past fiscal year. The State mandated 3
percent pay raise was also responsible for the increase in
the long term portion of accrued compensated absences
and related liabilities. Longevity supplements for athletic
coaches accounted for the increase in the long term portion
of funds held for others.

Net Assets — increase of $58.6 million

® Capital assets, net of related debt contributed $21.9 million
of the $58.6 million increase. This resulted from increases

in net capital assets of $36.4 million as discussed above,
along with an increase in capital debt of $14.5 million.

® Restricted for expendable net assets increased $15.5

million, based on the following:

» Restricted — expendable net assets for capital projects
increased $9.9 million due to cash on hand from two
December, 2005, bond issues.

» Restricted — expendable assets for instructional
departmental use increased $3.8 million due to
increased support for the Greenville Higher Education
Consortium, the Call Me Mister Program and the West
Zone project.

> Restricted — expendable assets for debt service
increased $815,000 due to increased and maturing
capital debt.

» Restricted — expendable assets for scholarships and
fellowships increased $700,000 due to additional State
lottery funding of scholarships.

» Restricted — expendable assets for research and student
loans exhibited no material change.

® Unrestricted net assets increased $13.6 million, based on

the following:

> Almost $9 million of the Board-approved tuition
increase was designated to fund: 1) continuation of
the University’s Academic Road Map, 2) increased
recruiting scholarships, 3) graduate research initiatives
and 4) facilities operations and capital expenditures.
Plant fund projects funded by unrestricted sources
(including auxiliaries) increased $7.9 million.
Auxiliary net assets, after plant-related transfers,
actually declined $348,000. $7.5 million of the Board-
approved tuition increase was due to externally
imposed costs and revenue losses. This resulted inan
increase in educational and general net assets of $2.5
million.

Condensed Summary of Net Assets (thousands of dollars)
Increase/ Percent
2006 2005 (Decrease) Change
Assets
Current assets $ 229,087 $ 196,121 $ 32,966 16.81%
Capital assets, net 471,071 434,703 36,368 8.37%
Other assets 107,287 101,773 5514 5.42%
Total Assets 807,445 732,597 74,848 10.22%
Liabilities
Current Liabilities 81,534 79,513 2,021 2.54%
Noncurrent Liabilities 159,652 145,418 14,234 9.79%
Total Liabilities 241,186 224,931 16,255 7.23%
Net Assets
Invested in capital assets, net of debt 315,987 294,089 21,898 7.45%
Restricted - nonexpendable 26,184 18,632 7,552 40.53%
Restricted - expendable 132,724 117,212 15,512 13.23%
Unrestricted 91,364 77,733 13,631 17.54%
Total Net Assets $ 566,259 $ 507,666 $ 58,593 11.54%
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» Increases in public service revenues, camp fees,
publication sales and regulatory fees resulted in an
increase of $3.6 million. Increased fees have been
earmarked as matching funds for a future turf grass
facility.

® The $7.5 million increase in restricted — nonexpendable
net assets for scholarships and fellowships resulted from
$7.5 million in State lottery funding for four University
endowed professorships.

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. Activities are reported as either operating or
non-operating. 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 nonoperating revenues. The utilization 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 institution, both operating and nonoperating, and the
expenses paid by the institution, operating and nonoperating,
and any other revenues, expenses, gains and losses received
or spent by the institution.

Generally speaking, operating revenues are received for
providing goods and services to the various customers and
constituencies of the institution. 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 institution. Nonoperating revenues are

Revenues:
Student tuition and fees
Sales and services
Grants and contracts
Other operating revenues

Total Operating Revenues

State appropriations

Federal appropriations

Gifts

Investment income

Other nonoperating revenues
Proceeds from the sale of land

Total Nonoperating Revenues
Total Revenues

Expenses:
Compensation and employee benefits
Services and supplies
Utilities
Depreciation
Scholarships and fellowships
Total Operating Expenses
Interest expense
Loss on disposal of capital assets
Refunds to grantors
Total Nonoperating Expenses
Total Expenses

Income before other revenues, expenses, gains or losses

State capital apppropriations
Capital grants and gifts

Additions to permanent endowments
Transfers to state general fund
Change in Net Assets

Net Assets, Beginning

Net Assets, Ending

Condensed Summary of Revenues, Expenses
and Changes in Net Assets (thousands of dollars)

Increase/ Percent

2006 2005 (Decrease) Change
$ 166,912 $ 149,405 $ 17,507 11.72%
86,125 79,089 7,036 8.90%
106,516 105,018 1,498 1.43%
16,438 14,496 1,942 13.40%
375,991 348,008 27,983 8.04%
134,678 126,589 8,089 6.39%
11,338 10,986 352 3.20%
31,381 28,686 2,695 9.39%
11,144 11,354 (210) (1.85)%
483 657 (174) (26.48)%

— 5,029 (5,029)  (100.00)%
189,024 183,301 5,723 3.12%
565,015 531,309 33,706 6.34%
341,740 314,270 27,470 8.74%
140,594 134,961 5,633 4.17%
13,884 12,032 1,852 15.39%
25,829 24,474 1,355 5.54%
6,319 8,115 (1,796) (22.13)%
528,366 493,852 34,514 6.99%
7,014 6,743 271 4.02%
686 553 133 24.05%
182 256 (74) (28.91)%
7,882 7,552 330 4.37%
536,248 501,404 34,844 6.95%
28,767 29,905 (1,138) (3.81)%
19,938 12,469 7,469 59.90%
2,727 7,487 (4,760) (63.58)%
7,508 2,170 5,338 245.99%
(347) (198) (149) 75.25%
58,593 51,833 6,760 13.04%
507,666 455,833 51,833 11.37%
$ 566,259 $ 507,666 $ 58,593 11.54%
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revenues received for which goods and services are not
provided. State capital appropriations and capital grants and
gifts are considered neither operating nor nonoperating
revenues and are reported after “Income before other revenues,
expenses, gains or losses.”

The Condensed Statement of Revenues, Expenses and
Changes in Net Assets reflects a positive year with an increase
in Net Assets at the end of the year. Some highlights of the
information presented on this Statement are as follows:

Total Revenues — increase of $33.7 million
® Operating revenues increased $28 million, based on the
following:
» Student tuition and fees increased $17.5 million, the
result of a Board approved increase of 12.4 percent,
and an increase in enrollment of 95 students.

in State lottery funded scholarships, increased $1.1
million. The $1.1 million increase in Federal grants
and contracts revenues was attributable to an increase
in wireless communications projects funded by the
Office of Naval Research. These increases were offset
by modest declines in local and nongovernmental
grants and contracts of approximately $350,000 each.
Fees for computer services provided to other State
agencies generated almost one half of the $1.9 million
increase in other operating revenues. Reimbursements
for contract courses, testing service fees and
membership/consortium fees yielded an increase of
almost $750,000. The remainder of the increase was
attributable to orientation, registration, student health,
and recreation facility fees assessed to students.

® Nonoperating revenues increased $5.7 million, based on

> Sales and services revenues increased $7 million. the following:
Athletics contributed $3.5 million of the $5.2 million » State appropriations increased $8.1 million. Base
increase in sales and services of pledged auxiliaries appropriations for Educational & General activities
due to increased ticket sales, bowl revenues, radio and increased $5 million, and base appropriations for public
television rights and corporate sponsorships. The service activities increased $2.5 million. In addition,
remaining balance of the pledged revenues increase the University received supplemental appropriations
was attributable to Board approved Housing and Food of $400,000 for deferred maintenance projects and
Services increases. Sales and services of non-pledged $408,000 for the Center for Optical Materials Science
auxiliaries increased $1.1 million, primarily because and Engineering Technologies.
of increased information and systems development fees » The $352,000 increase in federal appropriations was
and increases in summer programs. The remaining mainly attributable to the differences in federal and
$700,000 increase in sales and services was attributable state fiscal year ends. Awards for the Smith-Lever,
to public service educational activities, including Hatch, Mclntire-Stennis, and Animal Health programs
leadership centers and camps, regulatory and local remained virtually the same.
county fees. » The $2.7 million increase in gifts was attributable to a
» Grants and contracts revenues increased $1.5 million. $1.5 million increase in IPTAY contributions to provide
State funded grants and contracts, driven by increases athletic scholarships and a $1.2 million increase in gifts
Total Revenues
$565,015 (thousands of dollars)

Sales and Services
of Auxiliary Enterprises
$71,774

Sales and Services of Educational

and Other Activities - $14,351 Other Operating

Revenues - $16,438

Nongovernmental Grants
and Contracts - $9,435

Local Grants and Contracts - $1,311

State Grants and
Contracts - $36,181

Federal Grants and
Contracts - $59,589

Student Tuition
and Fees - $166,912

NONOPERATING
REVENUES
$189,024

| State Appropriations - $134,678

Federal Appropriations - $11,338

|7 Gifts - $31,381
Endowment
Income - $7,804

Other Nonoperating
Revenues - $483

Investment Income - $3,340




for the new West Zone section in Memorial Stadium.
Investment income decreased $210,000. However, this
decrease was the product of several components.
Actual investment income receipts and accruals from
the State Treasurer’s Office were up $1.3 million,
mainly attributable to investment earnings on bond
proceeds. As a participant in the State’s internal cash
management pool, the University is allocated a pro
rata share of the State’s fair value adjustment. As of
June 30, 2006, the State’s investment holdings were
valued less than cost, resulting in an unrealized
appreciation loss of almost $1.6 million (compared to
an unrealized gain of $1.5 million for the previous
fiscal year end). This fair value loss on State
investments was mitigated by a $1.6 million gain on
endowment holdings on loan to the Clemson University
Foundation.

The other nonoperating revenues decrease of $174,000
was attributable to a decline in land-use restricted
timber sales.

For the previous fiscal year, proceeds from the sale of
property at Myrtle Beach yielded $5 million. There
were no similar sales for the year ending June 30, 2006.

retirees in the State TERI program, resulting ina $12.4
million increase in unclassified salaries. Tuition
increases directly resulted in a $2.4 million increase in
the value of graduate assistant waivers, while graduate
assistant salaries increased $1 million. Temporary
salaries and wages increased $2.2 million, as these
employees bridged the gap between retiring and newly
hired employees. Fringe benefit costs, in accordance
with the increases detailed above, increased by
approximately $3.6 million.

Services and supplies expenses increased
approximately $5.6 million. Operation and
maintenance of plant costs accounted for $2.7 million
of this increase due to the utilization of Academic Road
Map funds for facilities repairs and renovations.
Institutional support costs accounted for $782,000 of
this increase due to the purchase of the PeopleSoft E-
Recruitment module and increases in Oracle/
PeopleSoft licensing. Also contributing, were
consulting fees associated with the facilities and
administrative rate negotiation with the federal
government, a revenue enhancement study, and fees
paid to a Washington, DC legislative advisory firm.
Academic support costs increased $545,000, primarily
due to software maintenance contracts and increases

Total Expenses — increase of $34.8 million

® Operating expenses increased $34.5 million, based on the in library serials. Student services expenses increases
following: of $257,000 were mainly attributable to increased

student concert support expenses for Tiger Paw
Productions, the purchase of new campus recreation
athletic equipment, and costs associated with the search
for a new Dean of Student Affairs. Public service
expense actually increased $1.1 million, attributable
to the installation of T-1 network lines throughout the

» Compensation and employee benefits increased $27.4
million. A State mandated 4 percent cost-of-living raise
largely contributed to this increase, particularly for the
$5.8 million increase in staff salaries. Also
contributory, was the hiring of new faculty to replace

Total Expenses by Natural Classification
$536,248 (thousands of dollars)

Depreciation - $25,829

- Services and Supplies
Utilities - $13,884 $140,504

Scholarships and
Fellowships - $6,319

— Interest Expense
$7,014

NONOPERATING
EXPENSES
$7,882

Loss on Disposal
of Capital Assets
$686

Refunds to
Grantors - $182

Compensation and
Employee Benefits
$341,740
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State and maintenance and repairs to camps and
leadership centers that had been deferred in recent years
due to State budget cuts. Costs for instruction, research
and auxiliaries did not materially change.

Utilities expenses increased $1.9 million. Rising energy
costs resulted in a $1.3 million increase in heat, light
and power charges. Housing felt this increase most
significantly as the newly renovated fraternity
dormitories were placed back in service. Increased
telecommunication rates accounted for $500,000 of
the utilities expense increase.

Depreciation expenses increased $1.4 million.
Approximately $46 million in new buildings resulted
in an increase of approximately $1 million in
depreciation. Approximately $3.25 million in net new
additions for equipment and vehicles resulted in an
increase of $368,000 in depreciation.

Scholarships and fellowships expenses decreased $1.8
million. Increases in tuition and auxiliary fees resulted
in less available to pay-out to students.

® Nonoperating expenses increased $330,000, based on the
following:
> Interest expense increased $271,000 due to previously

maturing debt and two new bond issues and a new $2.1
million note payable.

> Losses on disposal of capital assets increased $133,000

due to the transfer of equipment to other Universities
as faculty and researchers transferred to other
institutions.

» Refunds to grantors decreased $74,000 due to fewer

returns of unspent advances.

®  The State capital appropriations increase of $7.5
million was primarily attributable to the newly
created State Research Infrastructure Bond
program. Funded by lottery proceeds, the
University received $7.8 million in research
infrastructure bond funds for the CU-ICAR project.

m Capital grants and gifts decreased $4.8 million,
almost solely attributable to a $4.6 million gift for
the West Zone project received from the Clemson
University Foundation in the prior fiscal year.

= The $5.3 million increase in additions to permanent
endowments resulted from the receipt of State
lottery funds for four endowed professorships this
past fiscal year.

= Transfers to the state general fund increased
$149,000 due to the close-out of the Lifelong
Improvement in Nutrition of the Community
(LINC). Previously accrued facilities and
administrative recoveries were required to be
remitted to the State upon the end of the program.

Total Expenses by Function
$536,248 (thousands of dollars)

Institutional Support
$24,261

Student Services
$20,899

Academic Support
$38,200

Public Service
$56,912

Research
$106,608

Operation and Maintenance of Plant - $39,057
Scholarships and Fellowships - $5,956

Auxiliary Services - $66,302

Depreciation

NONOPERATING
EXPENSES
$7,882

Interest Expense
$7,014

Loss on Disposal of
Capital Assets - $686

Refunds to
Grantors - $182
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Statement of Cash Flows

The final statement presented is the Statement of Cash Flows. The Statement of Cash Flows presents detailed information
about the cash activity of the institution 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 noncapital financing activities. This section reflects the cash received and spent for non-operating, noninvesting, and
noncapital financing purposes. The third section deals with cash flows from capital and related financing activities. This section
deals 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

Changes in Net Assets.

Capital Assets

Capital assets, net of accumulated depreciation, at June 30, 2006 and June 30, 2005 were as follows:

Capital Assets (net of accumulated depreciation)
Increase/ Percent
2006 2005 (Decrease) Change
Capital Assets:

Land $ 9,971,751 $ 8,392,893 $ 1,578,858 18.81%
Construction in Progress 51,365,515 54,602,080 (3,236,565) (5.93)%

Utilities Systems and Other
Non-Structural Improvements 16,674,661 14,736,156 1,938,505 13.15%
Buildings and Improvements 351,007,991 317,667,564 33,340,427 10.50%
Computer Software 110,341 220,682 (110,341)  (50.00)%
Equipment 36,077,307 34,214,568 1,862,739 5.44%
Vehicles 5,863,424 4,868,473 994,951 20.44%
Total $ 471,070,990 $ 434,702,416 $ 36,368,574 8.37%

This past year the University completed two major
building projects. A three-year major renovation of the
fraternity dormitories costing $27 million was finished in time
for student occupancy in the fall semester. Also, the first
building at the Clemson University International Center for
Automotive Research (CU-ICAR) was completed. This $15
million building, the Information Technology Research Center,
was occupied by BMW in the fall.

An additional 19 acres of land was purchased at a cost of
$1.6 million from the Clemson University Real Estate
Foundation this past year for future CU-ICAR development.
At fiscal year end, two CU-ICAR buildings - the Carroll A.
Campbell, Jr. Graduate Engineering Center, and a supporting
parking structure were components of construction in progress.
Both buildings were scheduled to be completed in the current
fiscal year.

The bulk of the balance in construction in progress, $34.5
million, was associated with the West Zone project in Memorial
Stadium. This major expansion designed to enclose the
stadium, add club level seats, and meeting and training facilities
was scheduled for completion in the fall.

For additional information about capital assets, see Note
4 in the notes to the financial statements.

Debt Administration
The University’s financial statements indicate

$150,091,524 in bonds payable, $3,142,861 in capital leases
payable and $2,771,079 in notes payable at June 30, 2006.

The University’s bonded indebtedness consisted of:
General Obligation Bonds of $43,655,000, Plant Improvement
Bonds of $3,770,000 and various Revenue Bond issues totaling
$102,666,524. General Obligation Bonds are obligations of
the State of South Carolina and are secured as to principal and
interest by a pledge of full faith, credit, and taxing power of
the State and are paid with tuition and matriculation fees. Plant
Improvement Bonds are secured by a pledge of a special student
fee designated for the improvement of plant. Revenue bonds
issued for student and faculty housing, plant improvement,
parking and various auxiliary facilities are paid with pledged
net revenues, special imposed student fees, and stadium seat
taxes.

The $3,142,861 in capital leases is comprised of four leases
for land and real estate and an equipment lease. Two of these
leases are with the Clemson University Research Foundation,
a component unit.

The $2,771,079 in notes payable is comprised of a note
from the South Carolina State Energy Office to upgrade campus
lighting, a construction loan with the Clemson University
Foundation, a component unit, and a note with Bank of America
used to construct a new scoreboard in Memorial Stadium.

For additional information on Debt Administration, see
Notes 6 and 7 in the notes to the financial statements.
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Economic Outlook

As a State supported higher education institution, the
University’s economic position is closely tied to the State of
South Carolina. The State ended fiscal year 2006 with a $172
million surplus. Collections for individual income taxes were
up almost 18 percent. Collections for corporate income taxes
increased almost 38 percent. Retail sales tax collections
increased almost 10 percent.

This past year the State created a new Contingency Reserve
Fund with surplus budget revenues. Since the State Capital
Reserve Fund and General Reserve (Rainy Day) Fund were
both fully funded at $150 million and $100 million,
respectively, the 2006 surplus of $172 million will be
designated for the Contingency Reserve Fund. This new
reserve fund is to be used to help the State recover from
devastating storms like Hurricanes Katrina and Hugo. Once
the Legislature returns in January, it can use the remaining
balance in the Contingency Reserve Fund for capital
expenditures like highways, bridges, school buildings or school
buses.

State capital appropriations increased almost $7.5 million
in fiscal year 2006. This increase was mainly attributable to
new State Research Infrastructure Bond proceeds used for the
Clemson University International Center for Automotive
Research (CU-ICAR), in Greenville, SC. This commitment
indicates the State’s desire to move towards a diversified,
knowledge-based economy.

State appropriations, used to fund operations, increased
$8.1 million, a significant increase over recent years, but still
well below the amount needed to fund State mandated pay
increases and other costs. State Lottery proceeds were
responsible for $7.5 million in endowed professorships, and
an increase of $1 million for state-funded scholarships.

To offset rising costs and support continued investment in
academic quality, the 2007 budget approved by the Board of
Trustees reflected a 5.8 percent tuition increase for residents,
and a 7.1 increase for non-residents. These were the first
“single-digit” increases in several years. The Board expressed
its appreciation to the State Legislature for the significant
increase in State appropriations which allowed the relatively
modest tuition increase.

The University finished the year better off than the previous
year. Applications for the Fall 2006 semester were at an all-
time high. Numerous Dean, executive and faculty positions
were filled with top-tier candidates, validating the University’s
Academic Road Map goal of attracting the best and the
brightest. Clemson rose from 34" to 30" in US News & World
Report’s rankings of public institutions, which cited
improvements in class size, quality of students and graduation
rate.





