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Independent Auditor’s Report

Board of Trustees

Lake County Community College District
d/b/a Lakeland Community College
Kirtland, Ohio

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the aggregate
discretely presented component unit of the Lake County Community College District d/b/a Lakeland
Community College (the “College”), as of and for the years ended June 30, 2016 and 2015, and the related
notes to the financial statements, which collectively comprise the College’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.

Auditor’s 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 audits 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 auditor’s judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the College’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the College’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

25201 Chagrin Boulevard
Cleveland, Ohio 44122.5683
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Board of Trustees
Lake County Community College District
d/b/a Lakeland Community College

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

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 aggregate discretely presented component unit of the
College, 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.

Emphasis of Matter

As described in Note 2 to the basic financial statements, in fiscal year 2016, the College adopted new
accounting guidance, Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value
Measurement and Application. These changes were incorporated in the College’s 2016 financial statements;
however, there was no effect on beginning net position. 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 5 to 16 and the schedules of the College’s proportionate share of the net
pension liability and schedules of the College’s contributions on pages 62 to 65 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.



Board of Trustees
Lake County Community College District
d/b/a Lakeland Community College

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 20,
2016 on our consideration of the College’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 College’s internal control over financial reporting and
compliance.

Comme + Pamses boe

Cleveland, Ohio
December 20, 2016
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L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited)

The management’s discussion and analysis of Lake County Community College District d/b/a Lakeland
Community College's (Lakeland Community College, Lakeland, or the “College’) annua financial
statements provides an overview of the College's financial activities for the years ended June 30, 2016,
2015 and 2014. Management has prepared the financial statements and the related note disclosures along
with the discussion and analysis. Responsibility for the completeness and fairness of this information
rests with the College’ s administration.

Using this Report

The College's annual report consists of a series of financial statements prepared in accordance with
Governmental Accounting Standards Board (“GASB”) Statement No. 34, Basic Financial Satements —
and Management’s Discussion and Analysis — for Sate and Local Governments, as amended by GASB
Satement No. 35, Basic Financial Statements — and Management’ s Discussion and Analysis — for Public
Colleges and Universities. The financial statements focus on the financial condition, the results of
operations, and the impact on cash flows of the College as awhole.

One of the most important questions asked about the College' s finances is whether the College as awhole
is better off, or worse off, as a result of the current year's activities. The keys to understanding this
guestion are the statements of net position, statements of revenues, expenses, and changes in net position,
and statements of cash flows. These statements present financial information in a form similar to that
used by corporations. The College's net position is one indicator of its financial health. Over time,
increases or decreases in net position point out the improvement or erosion of the College’'s financial
health when considered with nonfinancial facts (such as enrollment levels, state changes in funding,
facility changes, etc.).

The statements of net position include all assets and liabilities of the College. It is prepared using the
accrual basis of accounting. Revenue and assets are recognized when the service is provided and
expenses and liabilities are recognized when others provide the services, regardless of when cash is
exchanged.

The statements of revenues, expenses, and changes in net position present the revenue earned and the
expenses incurred during the year. Activities are reported as either operating or nonoperating. The
financial reporting model classifies that state and local appropriations, as well as gifts, are treated as
nonoperating revenue. Since dependency on the State of Ohio and local aid is recognized as nonoperating
revenue under accounting principles generaly accepted in the United States of America, a public college
normally presents operating results as a deficit. The utilization of long-lived assets, primarily capital
assets, is presented in the financial statements as depreciation.

Another important factor to consider when evaluating the College's financia viability is the College's
ability to meet financial obligations as they mature. One measure of this factor is the College’ s working
capital or the relationship of its current assets less its current liabilities.



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

The statements of cash flows present information related to cash inflows and outflows summarized by
operating, noncapital financing, capital financing, and investing activities and illustrates the College's
sources and uses of cash.

The College adheres to GASB Statement No. 61, The Financial Reporting Entity: Omnibus. In that regard,
The Lakeland Foundation is recognized as a discretely presented component unit due to the significant
operational and financial relationships maintained with the College. The Lakeland Foundation’s purpose is
to support and promote excellence at the College by fundraising. It is alegally separate entity governed by its
own board of directors. Discrete condensed financial information is presented on page 23 and in Notes 1 and
14.

GASB Statement No. 68

During 2015, the College adopted GASB Statement No. 68, Accounting and Financial Reporting for
Pensions-an Amendment of GASB Satement 27, which significantly revises accounting for pension costs and
liabilities. GASB standards are national and apply to all government financial reports prepared in
accordance with generally accepted accounting principlesin the United States of America. When accounting
for pension costs, GASB 27 focused on a funding approach. This approach limited pension costs to
contributions annually required by law, which may or may not be sufficient to fully fund each plan’s net
pension liability. GASB 68 takes an earnings approach to pension accounting.

Under GASB 68, the net pension liability equals the College’ s proportionate share of each plan’s collective:
1. present value of estimated future pension benefits attributable to employees’ past service;
2. minus plan assets available to pay these benefits.

GASB notes that pension obligations, whether funded or unfunded, are part of the “employment exchange” —
that is, the employee is trading his or her labor in exchange for wages, benefits, and the promise of a future
pension. GASB noted that the unfunded portion of this pension promise is a present obligation of the
government, part of a bargained-for benefit to the employee, and should accordingly be reported by the
government as a liability since they received the benefit in exchange. However, the College is not
responsible for certain key factors affecting the balance of this liability. In Ohio, the employee shares the
obligation of funding pension benefits with the employer. Both employer and employee contribution rates
are capped by State statute. A change in these caps requires action of both Houses of the General Assembly
and approval of the Governor. Benefit provisions are also determined by State statute. The employee enters
the employment exchange knowing the employer’s promise is limited not by contract but by law. The
employer enters the exchange also knowing that there is a specific, legal limit to its contribution to the
pension system. In Ohio, there is no legal means to enforce the unfunded liability of the pension system as
against the public employer. State law operatesto mitigate the moral obligation of the public employer to the
employee, because al parties enter the employment exchange with notice asto the law. The pension systems
are responsible for the administration of the plans.

Most long-term liabilities have set repayment schedules or, in the case of compensated absences, are satisfied
through paid time off or termination payments. There is no repayment schedule for the net pension liability.
As explained above, changes in pension benefits, contribution rates, and return on investments affect the
balance of the net pension liability, but are outside the control of the College. In the event that contributions,
investment returns, and other changes are insufficient to keep up with required pension payments, State
statute does not assign/identify the responsible party for the unfunded portion. Due to the unique nature of



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

how the net pension liahility is satisfied, this liability is separately identified within the long-term liability
section of the Statements of Net Position.

In accordance with GASB 68, the College’ s Statements of Revenues, Expenses, and Changes in Net Position
include an annual pension expense for its proportionate share of each plan’s change in net pension liability
not accounted for as deferred inflows/outflows of resources.

Additional information about pensionsis presented in Note 10.

Remainder of Page Intentionally Left Blank



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

Condensed Statements of Net Position

June 30
2016 2015 2014
Assets
Current assets 5 39189943 § 29.796.859 % 33.515.768
Moncurrent assets:
Capital 64,901,804 hh,834 122 41,708,748
Other 46,298 504 12,960,658 10,496,321
Total assets 150,390.251 98.591.639 85,720,838
Deferred Outflows of Resources
Pensions 7.648.040 5,497 154 5,011,512
Total deferred outflows 7.648.040 5.497 154 5.011.512
Total assets and deferred outflows $ 158,038,291 % 104,088,793 $ 90,732,350
Liabilities
Current liabilities 5 23637488 § 18,650,361 & 23.273.819
Moncurrent liabilities 154,534,016 106,492 370 101,096,342
Total liabilities 178,171,504 126,142 731 124,370,161
Deferred Inflows of Resources
Property taxes 9,437,196 8,090,661 7,845,000
Pensions 5.461,398 10,721,208 -
Total deferred inflows 14,898 594 18,811,869 7.845.000
Met Position
Met investment in capital assets 30,672,536 27,530,676 29,988,570
Restricted 337 404 372.097 376.934
Unrestricted (66.041,748) (67.768.580) (71.848.315)
Total net position (35,031,807) (39,865, 807) (41,482 811)

Total liabilities, deferred inflows and net position $ 158,038,291 $ 104,088,793 § 90,732,350

Analysis of Overall Financial Position

At June 30, 2016, current assets amounted to $39.2 million as compared to $29.8 million at June 30, 2015, an
increase of $9.4 million. Current liabilities at June 30, 2016 amounted to $23.6 million and current liabilities
at June 30, 2015 amounted to $18.7 million, an increase of $4.9 million. The College’' s working capital ratio
was 1.7 and 1.6 at June 30, 2016 and 2015, respectively.

Theincrease in current assets at June 30, 2016 is primarily attributable to an increase in cash and investments
of $5.9 million resulting from a change in the mix between current and non-current classification, coupled
with an increase in intergovernmental receivables of $3.4 million, partially offset by a decrease in loans and
other receivables.



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

The increase in current liabilities at June 30, 2016 is primarily attributable to an increase of $2.5 million in
accruals related to various College funded projects as well as the timing of payments to vendors, coupled
with an increase in deferred income of $2.6 million primarily attributable to unearned revenue associated
with the science hall and the applied health technologies building, partially offset by a decrease in the current
portion of debt payable.

At June 30, 2015, current assets amounted to $29.8 million as compared to $33.5 million at June 30, 2014, a
decrease of $3.7 million. Current liabilities at June 30, 2015 amounted to $18.7 million and current liabilities
at June 30, 2014 amounted to $23.3 million, a decrease of $4.6 million. The College's working capital ratio
was 1.6 and 1.4 at June 30, 2015 and 2014, respectively.

The decrease in current assets at June 30, 2015 is primarily attributable to a decrease in accounts receivable
from students of $1.5 million due to lower enrollment, coupled with a decrease in short-term investments of
$1.1 million, which was offset by an increase in long-term investments.

The decrease in current liabilities at June 30, 2015 is attributable to the refunding of the $3.0 million Series
2014 Tax Anticipation Notes, coupled with decline in unearned revenue of $2.1 million due to lower
enrollment, partially offset by an increase in accounts payable.

Noncurrent assets are comprised of capital assets, restricted cash and cash equivaents, investments, and
loans receivable. The increase in noncurrent assets of $42.4 million during 2016 is primarily attributable to
the various College and State funded projects, renovation and expansion of the Health Technologies building
and A-building renovation, the proceeds from the issuance of the Series 2016 Bonds, and the execution of the
OAQDA loan, partially offset by the defeasance of the 2008 and 2011 Tax Anticipation Notes, and capital
spending of the remaining proceeds from the Series 2014 Bonds, and the 2008 and 2011 Tax Anticipation
Notes.

The increase in noncurrent assets of $16.6 million during 2015 is primarily attributable to the acquisition by
the College of the Holden University Center property in November 2014. The purchase price of $13.5
million was funded by the Series 2014 Bonds.

The increase in noncurrent liabilities in 2016 of $48.0 million is due to an increase in the College's pension
liability recognized under GASB 68, the issuance of the Series 2016A Bonds ($21,510,000), the issuance of
the Series 2016B Bonds ($8,990,000), the issuance of the Series 2016C Bonds ($8,575,000), and the
execution of the OAQDA loan ($10,388,237), partially offset by the redemption in full of the 2008 and 2011
Tax Anticipation Notes. The November 2015 bond issue tax levy will fully pay the debt service of the Series
2016 Bonds.

The increase in noncurrent liabilities in 2015 of $5.4 million is due to the issuance of the Series 2014 Bonds
in the amount of $20.7 million, partially offset by a decrease in the College's pension liability recognized
under GASB 68.

The increase in deferred outflows of resources in 2016 of $2.2 million is due to GASB 68 and reflects
pension activity as reported by SERS and STRS.



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

The decrease in deferred inflows of resources in 2016 of $3.9 million is primarily due to GASB 68 and
reflects pension activity as reported by SERS and STRS, offset in part by an increase in property taxes
related to the November 2015 bond issue levy.

The College's net position amounted to $(35.0) million, $(39.9) million, and $(41.5) million at June 30,
2016, 2015 and 2014, respectively. The increase in the College's net position during 2016 was primarily
attributable to an increase in net investment in capital assets.

Capital Assets and L ong-term Debt Activity

The College utilizes state capital appropriations, internal funds, debt proceeds, and gifts and other grants for
capital asset expenditures. State capital appropriations are on a biennium basis, and individua institutions
capital funding allocations are based on projects that meet the Governor’ s goas for the State.

During 2016, the College utilized $4.3 million in state capital appropriations, $14.0 million in internal funds
including debt proceeds, and purchased $18.3 million of capital assets.

During 2015, the College utilized $0.9 million in state capital appropriations, $19.8 million in internal funds
including debt proceeds, and purchased $20.7 million of capital assets.

The College's long-term debt is comprised of Series 2014 Genera Receipts Bonds, Series 2016A Bonds,
Series 2016B Bonds, Series 2016C Bonds, and 2016 Ohio Air Quality Development Authority (OAQDA)
Note. The Series 2008 Tax Anticipation Notes and Series 2011 Tax Anticipation Notes were fully defeased
in March 2016.

In 2016, the College issued the Series 2016A Bonds in the amount of $21.5 million representing the par
amount of the bonds, at fixed interest rates ranging from 2.0 percent to 5.0 percent and a final maturity in
2042. The notes are dated February 9, 2016. Bond proceeds were used for al or a part of the cost of
purchasing sites and for the erection, furnishing, and equipment of buildings, including buildings used for
Applied Health Technology, Science and Bio-Science.

In 2016, the College issued the Series 2016B Bonds in the amount of $9.0 million representing the par
amount of the bonds, at fixed interest rates ranging from 2.0 percent to 3.25 percent and a final maturity in
2025. The notes are dated February 9, 2016. Bond proceeds were used for defeasance of the Series 2008
and Series 2011 Tax Anticipation Notes.

In 2016, the College issued the Series 2016C Bonds in the amount of $8.6 million representing the par
amount of the bonds, at fixed interest rates ranging from 3.5 percent to 4.0 percent and a final maturity in
2035. The notes are dated March 2, 2016. Bond proceeds were used for the purpose of retiring the College's
Facilities Construction and Improvement Notes, Series 2015, issued for the purpose of financing all or a part
of the cost of purchasing sites and for the erection, furnishing, and equipment of buildings, including
buildings used for Applied Health Technology, Science and Bio-Science.

The 0.4 mills levy approved by Lake County voters on November 3, 2015 will fully fund the debt service
requirements on the College's Series 2016 Bonds.

10



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

In 2016, the College issued $10.4 million in OAQDA Notes at fixed interest rates ranging from 1.85 percent
to 3.62 percent and a final maturity in 2029. The notes are dated March 8, 2016. The proceeds of the notes
were used to assist in the financing of certain air quality facilities in the form of energy conservation
measures to be installed in the Lakeland Health Technology Building owned by the College.

In 2014, the College issued genera receipts bonds in the amount of $20.7 million representing the par
amount of the bonds, at fixed interest rates ranging from 3.25 percent to 5.0 percent and a final maturity in
2039. The notes are dated November 25, 2014. Bond proceeds were used to refund the Series 2014 Tax
Anticipation Notes, acquire the Holden University Center property, and to renovate science labs.

In 2011, the College issued the Series 2011 Notes in the amount of $9.5 million representing the par amount
of the notes, at afixed interest rate of 2.8 percent. The notes are dated June 29, 2011 and shall be payable as
to principal and interest on December 1 in the years 2011 — 2021. The notes shall not be redeemable at the
option of the College in whole or in part prior to stated maturity. The proceeds are to be used for technology,
furniture, and equipment at The Holden University Center and other technology, furniture, equipment, and
capital additions.

In 2009, the College issued the Series 2008 Notes in the amount of $8.5 million, with fixed interest rates
ranging from 3.25% to 3.75% and a final maturity date in 2018. The proceeds of the notes were used to pay
costs associated with the implementation of energy conservation measures that are intended to significantly
reduce the College’ s energy consumption and the operating costs of its buildings. A portion of the proceeds
of the notes was also used to pay costs associated with the acquisition of technology equipment and other
capital improvements.

The Series 2008 Notes and the Series 2011 Notes were defeased with the proceeds of the Series 2016B
Bonds.

During 2016, 2015 and 2014, the College paid $10.3 million, $4.7 million, and $1.7 million, respectively, in
connection with debt maturities. The College is in compliance with al of its contractual long-term debt
reguirements and covenants.

More detailed information about the College’' s capital assets and long-term debt is presented in Notes 5 and 6
of the financial statements.

11



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

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

Year Ended June 30, 2016

2016 2015 2014
Operating Revenue
Student tuition and fees - Met ! 9,654,099 % 10,855,940 § 10,577,449
Grants, contracts, and other revenue 3,441,346 2,769,193 1,610,716
Auxiliary enterprises - Net 3,832,967 3,674,590 4,376,048
Total operating revenue 16,928,412 17,299,723 16,564,213
Operating Expenses 62,931,616 63,676,624 65,899,157
Operating Loss (46,003,204) (46,376,901) (49,334,944)
Nonoperating Revenue
State appropriations 19,344 227 18,617,240 17,597,078
Local appropriations 19,530,755 17,725,075 17,685,340
Pell grant revenue - Met of refunds §.832 449 11,583,223 12,584,919
Other nonoperating income and expenses - Met (2.160.324) (795.234) (330,729)
Total nonoperating revenue 46,547 110 47,130,307 47,536,608
Gain (Loss) - Before other changes 543,906 753,406 (1,798,336)
Other Changes
Capital appropriations from the State of Ohio 4,290,094 848,798 2,045 953
Capital grants and gifts - 14,800 10,000
Total other changes 4,250,094 863,598 2,055 953
Increase in Net Position 4,834,000 1,617,004 287617
Net Position - Beginning of year (39,865,807) (41,482 811) MIA
MNet Position - End of year $ (35,031,807) § (39,865,807) §  (41,482,811)

The information necessary to restate the 2014 beginning balances and the 2014 pension expense amounts for
the effects of the initial implementation of GASB 68 is not available. Therefore, 2014 operating expenses
still include pension expense of $5,011,512 computed under GASB 27. GASB 27 requires recognizing
pension expense equal to the contractually required contributions to the plan. Under GASB 68, pension
expense represents additional amounts earned, adjusted by deferred inflows/outflows of resources. The
contractually required contribution is no longer a component of pension expense. Under GASB 68, the 2016
and 2015 statements report pension expense of $3,514,322 and $3,823,723, respectively. Consequently, in
order to compare 2016 and 2015 total operating expenses to 2014, the following adjustments are needed:

2016 2015
Total operating expenses under GASB 68 $ 62,931,616 $ 63,676,624
Pension expense under GASB 68 (3,514,322) (3,823,723)
Contractually required contributions 4,931,424 4,937,885
Adjusted operating expenses 64,348,718 64,790,786
Total 2014 operating expenses under GASB 27 65,899,157 65,899,157

Decrease in operating expenses not related to pension $ (1,550439) $(1,108,371)

12



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

Analysis of Results of Operations

Total revenue for the years ended June 30, 2016 and 2015 was $66.0 million and $65.3 million, respectively,
of which operating revenue amounted to $16.9 million and $17.3 million, respectively. Operating revenue
decreased $0.4 million, or 2.2 percent. Total operating expenses for the years ended June 30, 2016 and 2015
were $62.9 million and $63.7 million, respectively. Operating expenses decreased $0.8 million, or 1.2
percent. The College’s operating loss amounted to $46.0 million during 2016 compared to $46.4 million in
2015, which represented an increase of $0.4 million, or 0.8 percent.

Total revenue for the years ended June 30, 2015 and 2014 was $65.3 million and $66.2 million, respectively,
of which operating revenue amounted to $17.3 million and $16.6 million, respectively. Operating revenue
increased $0.7 million, or 4.4 percent. Total operating expenses for the years ended June 30, 2015 and 2014
were $63.7 million and $65.9 million, respectively. Operating expenses decreased $2.2 million, or 3.4
percent. The College’s operating loss amounted to $46.4 million during 2015 compared to $49.3 million in
2014, which represented an increase of $3.0 million, or 6.0 percent.

Student tuition and fees, net, are comprised of credit and noncredit instruction revenue. A breakdown and
comparison of thisrevenueis asfollows:

Credit and Noncredit Instruction Revenue

Years Ended June 30
2016 2015 2014
(dollars in millions)

Credit instruction 5 171 8§ 192 § 19.8
Less Pell grants and scholarship allowances (8.7) (9.9) {10.9)
Met credit instruction 84 9.3 8.9
Moncredit instruction 0.7 04 049
Other 06 0.7 0.8
Total $ 9.7 § 109 § 10.6

Student tuition and fees, net, was lower during 2016 as compared to 2015.

Credit instruction tuition and fees, net, decreased by $0.9 million in 2016 as compared to 2015. Gross credit
instruction and fees decreased by 10.9 percent. The decrease is primarily related to declines in summer, fall,
and spring enrollments of 13.7 percent, 6.7 percent and 3.9 percent, and lower tuition revenue from the
reduced rate per credit hour taught under the College Credit Plus (CCP) program. Gross credit instruction
and fees are offset by Pell grants and other scholarship allowances of $8.7 million during 2016 as compared
to $9.9 million during 2015.

Credit instruction tuition and fees, net, increased by $0.4 million in 2015 as compared to 2014. Gross credit

instruction and fees decreased by 3.0 percent. The decrease is primarily related to declines in summer, fall,
and spring enrollments of 10.5 percent, 6.4 percent and 8.7 percent, respectively, partialy offset by an

13



L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

increase in tuition rates commencing with fall 2014. Gross credit instruction and fees are offset by Pell
grants and other scholarship alowances of $9.9 million during 2015 as compared to $10.9 million during
2014.

Noncredit instruction revenue decreased by $0.2 million during 2016 as compared to 2015, primarily
attributabl e to deferring the basic police academy in 2016.

Noncredit instruction revenue during 2015 was flat as compared to 2014.

Grants, contracts, and other revenue increased by $0.7 million during 2016 as compared to 2015, primarily
attributable to higher federal, state and local grants and contracts of $0.4 million.

Grants, contracts, and other revenue increased by $1.2 million during 2015 as compared to 2014, primarily
attributable to higher federal, state and local grants and contracts of $0.9 million.

Auxiliary enterprises revenue is comprised primarily of bookstore and event services and campus dining
revenue. Operating revenue increased by 4.3 percent for these operations during 2016 compared to 2015,
primarily attributable to a change in the offset of gross auxiliary bookstore revenue related to Pell grants.
This increase was partialy offset by a decline in bookstore sales attributable to a decrease in enrollment and
increased competition from on-line book sellers.

Auxiliary enterprises revenue decreased by 16.0 percent for these operations during 2015 compared to 2014,
primarily attributable to a decline in bookstore sales attributable to a decrease in enrollment and increased
competition from on-line book sellers. Gross auxiliary bookstore revenue is offset by Pell grants of $1.6
million during 2015 compared to $1.7 million in 2014.

The College's nonoperating revenue is comprised primarily of the State of Ohio (the “State”) and local
appropriations and federal Pell grant revenue. State appropriations include the College's State Share of
Instructional Support (“SSIS”).

The College's State funding for operational support is determined legislatively and controlled through the
Ohio Department of Higher Education. SSIS is formula determined and allocates available 2016 State funds
to each two year institution based on: (@) course completion, (b) success points, and (c) degrees and
certificates earned. State support increased during 2016 by $0.7 million, or 3.9 percent, as compared with
2015. The dlightly higher amount is a result of adjusting Lakeland’s performance outcomes and enrollment
as compared to the statewide average.

State support increased during 2015 by $1.0 million, or 5.8 percent, as compared with 2014. The dightly
higher increase is the result of adjusting Lakeland’s enrollment as compared to the statewide average.

Local appropriations increased by approximately $1.8 million or 10.2 percent during 2016 as compared to
2015. Theincrease is primarily attributable to collections on the 0.4 mills bond issue approved by voters on
November 3, 2015. In addition, there was a dight increase in real estate tax receipts as a result of the use of
an outside collection agency by the County Auditor’s office, as well as a dight increase in rea estate
property valuations.
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L ake County Community College District
d/b/a Lakeland Community College

Management’s Discussion and Analysis (Unaudited) (continued)

Local appropriations increased by approximately $40,000 or 0.2 percent during 2015 as compared to 2014.
The increase is primarily attributable to higher real estate tax receipts due to an increase in collections of
delinquent accounts.

Pell grant revenues decreased by $1.8 million during 2016 as compared to 2015, due to lower enrollment.
Other nonoperating income and expenses increased by $1.4 million during 2016 compared to 2015, due
primarily to interest expense on the Series 2014 Bonds.

Pell grant revenues decreased by $1.0 million during 2015 as compared to 2014, due to lower enrollment.
Other nonoperating income and expenses increased by $0.5 million during 2015 compared to 2014, due
primarily to interest expense on the Series 2014 Bonds.

Operating expenses include educational and general expenses, auxiliary enterprises, and depreciation. A
breakdown and comparison of these expenses are as follows:
Operating Expense Summary

Years Ended June 30
2016 2015 2014

(dallars in millions)

Educational and general:

Salaries and wages % 345 § 355 § 36.6
Benefits a1 91 10.4
Operating expenses 10.3 10.0 a7
Total educational and general 538 546 56.7

Auxiliary enterprises 4.8 50 52
Depreciation 4.2 4.1 4.0
Total 8 629 § 63.7 $ 65.9

Salaries and wages decreased by 2.6 percent during 2016. The decrease is primarily attributable to (a) lower
part-time faculty cost resulting from lower enrollment, (b) replacing open positions at lower salaries, and (¢)
delay in filling open positions.

Benefits include retirement and non-retirement benefits. Total benefits expenseis flat as compared to 2015.
Salaries and wages decreased by 3.0 percent during 2015. The decrease is primarily attributable to (a) lower
part-time summer, fall, and spring faculty cost resulting from lower enrollment and increased class sizes, (b)
replacing full-time faculty open positions at lower salaries, and (¢) delay in filling open non-faculty
positions.

Total benefits expense decreased by 12.5 percent during 2015 and is attributable to the change in the
recognition of pension expense as required by GASB 68.
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Management’s Discussion and Analysis (Unaudited) (continued)

The increase in operating expenses in 2016 as compared to 2015 is primarily attributable to funding phase
two of the science hallway renovation project, debt service on the Series 2014 Bonds, and various other
space renovations and related equipment purchases, partially offset by lower rent expense and utilities.

The increase in operating expenses in 2015 as compared to 2014 is primarily attributable to funding phase
two of the science hallway renovation project, debt service on the Series 2014 Bonds, and various other
space renovations and related equipment purchases, partialy offset by lower rent expense and utilities.

Auxiliary enterprises expense decreased during 2016 and 2015 by 4.0 percent and 5.6 percent, respectively.
The decreases during both 2016 and 2015 are primarily attributable to lower expenses related to decreasesin
bookstore sales resulting from enrollment declines and increased competition from on-line book purchases.

Depreciation expense is higher by 2.4 percent during 2016 as compared to 2015 due to additional capital
expenditures (science hallway renovations and planned equipment replacements).

Depreciation expense is higher by 3.3 percent during 2015 as compared to 2014 due to additional capital
expenditures (purchase of the Holden University Center and science hallway renovations, along with related
eguipment purchases).

From a budgetary perspective, the College utilizes fund-based accounting to control unrestricted revenue,

expenditures, and transfers. A summary for the year ended June 30, 2016 comparison of net changes to fund
balance, budget versus actual, for the College' s unrestricted funds are as follows:

Unrestricted Funds Budget to Actual Comparison

2016
Changes to Fund Balances by Unrestricted Fund Type Adopted Budget Actual
(dollars in millions)
General operating $ - § -
Auxiliary (0.9) 0.2
Plant {0.1) -
Total $ (1.0) $ 0.2
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Management’s Discussion and Analysis (Unaudited) (continued)

Statements of Cash Flows

Cash Flows for the Years Ended June 30

2016 2015 2014
Net Cash and Cash Equivalents (Used in) Provided by
Operating activities 5 (43,319906) 3  (45170,891) § (45,155 655)
Moncapital financing activities 48,139,337 47,448,440 47,947 406
Capital and related financing activities 33,870,771 (1,816,452) (1,207 ,549)
Investing activities (25,590,661) (191.,958) 2,154,196
Net Increase in Cash and Cash Equivalents 13,099,541 269,139 3,738,398
Cash and Cash Equivalents - Beginning of year 6,936,103 6,666,964 2,928,566
Cash and Cash Equivalents - End of year $  20,035644 § 6,936,103 § 6,666,964

Major sources of cash included student tuition and fees of $10.0 million in 2016, $10.8 million in 2015, and
$11.3 million in 2014; state appropriations of $19.3 million in 2016, $18.6 million in 2015, and $17.6 million
in 2014; local appropriations of $19.0 million in 2016, $17.2 million in 2015, and $17.8 million in 2014;
grants and contracts of $1.6 million in 2016, $1.2 million in 2015, and $0.1 million in 2014; auxiliary sales
and services of $4.4 million in 2016, $3.6 million in 2015, and $4.5 million in 2014; and proceeds from debt
of $52.3 million in 2016, $21.2 million in 2015, and $3.0 million in 2014.

Major uses of cash included employee compensation and benefits totaling $50.5 million in 2016, $52.2
million in 2015, and $52.1 million in 2014; purchases of investments totaling $39.1 million in 2016, $8.4
million in 2015, and $8.5 million in 2014; suppliers of goods and services totaling $10.4 million in 2016,
$10.1 million in 2015, and $10.0 million in 2014; principal payments on capital debt totaling $10.4 million in
2016, $4.7 million in 2015, and $1.6 million in 2014; and purchases of capital assets totaling $5.2 million in
2016, $17.4 million in 2015, and $2.2 million in 2014.

Factor s Impacting Futur e Periods

Thelevel of state and local support, student tuition and fee increases, compensation, and other cost increases
impact the College’s ability to expand programs, undertake new initiatives, and meet its core mission and
ongoing operational needs.

The College places significant reliance on state appropriations. State income and budget constraints may,
from time to time, compel stabilization or reduction to levels of state assistance and support for higher
education in general and the College in particular. In addition, the SSIS appropriations are subject to
subsequent limitations, which provide in part that if the governor ascertains that the available revenue
receipts and balances for the current fiscal year will in all probability be less than the appropriations for the
year, he shall issue such orders to prevent the expenditure and incurred obligations from exceeding those
revenue receipts and balances.

The College's state funding for operational support is determined legislatively and controlled through the

Department of Higher Education. Under the new formula, the 2017 funding model for community and
technical colleges will consist of three components. (1) course completion, (2) success points, and (3)
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Management’s Discussion and Analysis (Unaudited) (continued)

degrees and certificates earned. Overall, State appropriations for higher education are 4.0 percent higher in
2017 than they werein 2016.

Local appropriations in the form of property taxes are another critical element of support. The electors
within the County of Lake, Ohio (the “County”) must approve any Lakeland Community College property
tax. The College collects property taxes for operating and capital purposes from three levies approved by the
County voters: a 1.7 mills stated rate for a continuing period, a 1.5 mills stated rate for 10 years, and a 0.4
mills for 27 years. The 1.7 mills replacement levy was approved by Lake County voters on November 2,
2010 and the 1.5 mills stated rate levy was renewed on November 8, 2011. The 1.7 mills replacement levy
generated approximately $4.0 million dollars in incremental funding for 2011, as compared to 2010, and has
generated an incremental $8.0 million dollars in 2012 compared to 2010. The incremental $8.0 million
dollars, as compared to 2010, is expected to continue unless another replacement is passed. The 0.4 mills
levy was approved by Lake County voters on November 3, 2015 and will be used to fund the debt service on
the College's Series 2016 Bonds. Variations in funding, outside the levy mill amounts is threatened by
property devauations and the level of delinquent taxes collected each year.

Instructional fees are limited by both enroliment declines and the inability to raise tuition beyond a certain
level as determined by the State Legislature. The College's 2017 budget reflects an anticipated enrollment
decline of 1.6 percent from 2016. The State’'s current budget bill, House Bill 64, freezes tuition at 2015
levelsfor 2016 and 2017.

Contacting the College' s Financial M anagement

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the College’ s finances and to show the College’' s accountability for the money it receives. If you
have questions about this report or need additional financial information, contact Michael Graff, Controller at
Lakeland Community College, 7700 Clocktower Drive, Kirtland, Ohio 44094 or email at
mgraff 1@L akelandcc.edu.
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Statements of Net Position

Jurne= 30
=015 =015
Ascers
Current assets:
Cash and cash equivalents [Mote 3] ¥ T.055.506 # 2.635.303
Bestricted cash and cash equivalents [(Mote 3] 1.453 524 -
Shoart-term inwestments (Mote 3] 2.052.552 1.7T65.265
Imtergovernmental receivables - Met 15865, 005 12,474 535
Loans and ctherrecesivables — Met [(Maote 4] 10,623,443 10,937,388
Imeentories 556,705 GSd 124
Prepaid assets 1.5358 205 1,296, 640
Total current assets 39,189,943 29,795,859
Moncurrent assets:
Heszstricted cash and cash equivalents [Mate 3] M.457 614 d 300,134
Inuwestments [Mote 3] 34.737.551 5,653,353
Loans receivable - Met [MMote 4] 13,309 G_d4&1
Capital asssts — Met [Maote 5] Ed_ 301,304 55,834 122
Total noncurrent assets 111,200,508 E&.73d,. 750
Total assets 150,330,251 35.591.639
Deferred Dutflow = of Resources
Pen=ions=s T.545 040 5.497 154
Total deferred outflow s T.545.040 S.4a7.154
Total assets and deferred cutflow = %+ 158 038 291 %+ 104 088 793
Liabilities
Current liabilities:
LAocounts pavable and accrued liabilities 3 T.E85T. 43 # 5.335.755
Urnearmed revernus 12,807,456 10,243 157
Oebt pavable (Maote 5] 1.453.525 1.774.073
Compensated absences [Mote 6] 1.0339 412 964,514
Orher liabilitie= 4739165 253,502
Total current liabilities 23.637.455 15,650,361
Moncurrent liabilities [Mate 51
Pensions 51.635.6350 TS E4Z.0357
Debt pavable T1.955.0354 29.TE3,57S
Compensated absences 730,352 624,252
Pefundable federal student loans=s - 214 A73
Other liabilities 150,000 295,000
Taotal noncurrent liabilitie= 154,534 016 106,492,370
Total liabilities 175.171.504 125 142,731
Deferred Inflow s of Resources
FProperty Tares 9.437.136 5030561
Pensions 5,451,335 10,721,205
Total deferred inflow = 14.535.594 15.511.565639
Metr Position
Flet inwestment in capital assets 30672536 27.530,6T6
Restricted Far:
Mornespendable for endow ment purposes 334,695 350,367
Expendable forinstructional purposes 2,703 21730
Urrestricted [B6.041.748] [B7.7TES.550)
Total net position [35.031.807) [33.865.807)
Total liabilities, deferred inflow s and st position + 158,038 291 % 104 088,793

The Accompanying Notes are an Integral Part of these Financial Statements.
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Statements of Revenues, Expenses, and Changesin Net Position

Years Ended June 30

2016 2015
Operating Revenue
Cperating revenue:
Tuition and fees - Met of $8,734,926 and $9,938 405 in Pell
and scholarship allowances in 2016 and 2015, respectively 5 9654099 % 10,855,940
Federal grants and contracts 805,299 431516
State grants and contracts 335170 289 590
Private grants and contracts 443 271 418 266
Sales and senvices 1,461,474 1,286,570
Auxilliary activities Net of $1,097 523 and §1,644,818 in Pell
and scholarship allowances in 2016 and 2015, respectively 3,832 967 3674590
Other operating revenue 396,132 343,251
Total operating revenue 16,928 412 17,299 723
Operating Expenses
Cperating expenses:
Educational and general:
Instruction and departmental research 24 451,601 23,969 405
Public service 1747037 1,070,236
Academic support 4,940,375 4 763807
Student services 7,990,024 7,544 039
Institutional support 9,147,890 10,493,004
Operation and maintenance of facilities 5,686,813 6,766,215
Total educational and general h3,963,752 54 606,706
Auxiliary enterprises 4,752 265 4 8951 264
Depreciation and amartization 4,215,599 4,118 654
Total operating expenses 62,931,616 63,676,624
Operating Loss (46,003,204) (46,376,901)
Honoperating Revenue (Expense)
State appropriations (Mote 8) 19,344 227 18,617,240
Local appropriations (Mote 9) 19,530,758 17,725,078
Pell grant revenue - Met of refunds 9832 449 11,583,223
Unrestricted investment income - Net of investment expense 193,283 92 4878
Restricted investment income - Met of investment expense 128,683 329
Interest on capital asset - Related debt (2,482,290) (B88,541)
Met nonoperating revenue 46,547,110 47,130,307
Gain - Before other changes 543,906 753,406
Other Changes
Capital appropriations from the State of Ohio (Mote 8) 4,290,094 248,793
Capital grants and gifts - 14,800
Total other changes 4,290,094 863,598
Increase in Net Position 4 834,000 1,617,004
Net Position - Beginning of year (39,865 807) (41,482 811)
Het Position - End of year $ (35,031,807) $ (39,865,807)

The Accompanying Notes are an Integral Part of these Financial Statements.
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L ake County Community College District
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Statements of Cash Flows

Years Ended June 20

2016 2015
Cash Flows from Operating Activities
Tuition and fees - Met 10026133 % 10806157
Grants and contracts 1,554 342 1,216,194
Payments to suppliers and utilities (10,407 791) (10,111,813)
Payments for compensation and benefits (50,511,904} (52,193 836)
Federal draw-downs 13,706,958 16,648,681
Federal draw-downs applied to tuition - Disbursed to students (13,549 195) (16,999 252)
Auxiliary sales and senvices 4,394 208 3,628,213
Other 1,767,343 1,834 765
Met cash used in operating activities (43,319 9086) (45,170,891)
Cash Flows from Honcapital Financing Activities
State appropriations 19,344 237 18,617,240
Local appropriations 18,962 661 17,247 977
Federal Pell - Met of refunds 9832449 11,583,223
Met cash provided by noncapital financing activities 48,139,337 47 448 440
Cash Flows from Capital and Related Financing Activities
Capital gift - 14,800
Proceeds from issuance of debt 52 267,804 21,222,949
Purchases of capital assets (5,157.017) (17,419 9558)
Principal paid on capital debt - Met (10,388197) (4,699 041)
Interest paid on capital debt (2,851,819) (935,2058)
Met cash provided by (used in) capital and related financing activities 33,870,771 (1,816,452)
Cash Flows from Investing Activities
Proceeds from sales and maturities of investmenis 13,157 461 8,120,000
Purchase of investments (39,066,680) (8,397,085)
Interest on investments 318,558 85127
Met cash used in investing activities (25,590 661) (191,958)
Net Increase in Cash and Cash Equivalents 13,099 541 269,139
Cash and Cash Equivalents - Beginning of year 6,936,103 6,666,964
Cash and Cash Equivalents - End of year $ 20,035644 % 6,936,103
Classification of Cash and Cash Equivalents
Cash and cash eguivalents 5 7088506 % 2635909
Restricted cash and cash equivalents 12,947 138 4,300,194
Total cash and cash equivalents $ 20,035644 &% 6,936,103

The Accompanying Notes are an Integral Part of these Financial Statements.
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Lake County Community College District
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Statements of Cash Flows (Continued)

Reconciliation of Operating Loss to Net Cash from
Operating Activities:
Operating Loss
Adjustments to reconcile operating loss to net cash from
operating activities:
Depreciation and amortization expense
Met pension expense
(Increase) Decrease in assets:
Accounts receivable
Inventories
Other assets
Increase (Decrease) in liabilities:
Accounts payable and accrued liabilities
Unearned revenue
Other liabilities
Compensated absences

Met cash used in operating activities

Noncash Investing and Capital Activities

Increase (Decrease) in Capital Assets due to Increase (Decrease) in Accounts Payable 5

Unrealized Gain (Loss) on Investments

The Accompanying Notes are an Integral Part of these Financial Statements.

22

Years Ended June 30

2016

2015

(46,003.204) $

(46,376.901)

4,215 599 4,118,654
(1.417.102) (3.654,647)
(2.757.750) (543.080)
(127.417) (169.132)
241 565 (3.793)
2,458,364 1,766,364
(508.960) (268.074)
338,331 92,746
240,668 (133.028)

(43,319,906) $

(45,170,891)

3,856,917 &
105,330

(1.346.725)
(10.639)



L ake County Community College District
d/b/a Lakeland Community College

Statements of Financial Position and Condensed Statements of Activities
Component Unit — The Lakeland Foundation
Asof and for the Year Ended June 30, 2016 and 2015

Statements of Financial Position

Assets

Cash and cash equivalents
Cash held for others
Investments (Mote 2)
Receivables

Other assets

Total assets
Liabilities and Net Position
Liabilities
Accounts payable
Due to custodial funds
Total liabilities

Net Position
Unrestricted
Tempaorarily restricted
Permanently restricted

Total net position

Total liabilities and net position

Condensed Statements of Activities

Support and Revenue
Contributions and grants
Investment income - Met

Total support and revenue

Program and Support Services
Pragram services:
Scholarships
Educational and related programs

Support senvices - Administration and fund raising
Total program and support expenses

Increase in Net Position
Net Position - Beginning of year

Net Position - End of year

June 30

2016 2015
5 447579 & 440 481
5,498 11,069
4132 604 4 210,099
101,347 180,574
14,253 14 342
$ 4,704,281 % 4,856,565
5 55931 & 55,951
5,498 11,069
G4 429 67,020
102,403 130,235
1,948,135 2172770
2,589,314 2,486,540
4 539 852 4789 545
$ 4,704,281 % 4,856,565

Year Ended June 30

2016 2015
1 899592 § 1,093,175
(95,836) 115,720
843,756 1,208,895
472 047 560824
238453 313,562
282 949 163,462
093449 1,027 848
(149,693) 181,047
4,789,545 4,608,493
$ 4,639,852 % 4,789,545

The Accompanying Notes are an Integral Part of these Financial Statements.
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L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Note 1. Basis of Presentation and Significant Accounting Policies

Lake County Community College District d/b/a Lakeland Community College (the “College”) is a two-
year community college and a political subdivision of the State of Ohio (the “State”). The College is
exempt from filing a federal tax return based upon the ruling it received from the Interna Revenue
Service dated August 27, 1968.

The College reports as a business-type activity, as defined by GASB Statement No. 35. Business-type
activities are those that are financed in whole or in part by fees charged to external parties for goods or
services.

The financia statements have been prepared in accordance with GASB Statement No. 61, The Financial
Reporting Entity: Omnibus. This standard requires examination of significant operational or financia
relationships with the College and establishes criteria for identifying and presenting component units of
the organization. Based on this examination and application of the criteria, the College has identified one
component unit: The Lakeland Foundation. A component unit is a separate legal entity that is included
in the College’' s reporting entity because of the significance of its operational financial relationships with
the College.

The Lakeland Foundation (the “Foundation”) is discretely reported as part of the College's reporting
entity (although it is legally separate and governed by its own Board of Directors) because its sole
purpose is to provide support for the College. The Foundation is a private organization that reports under
FASB standards. As such, certain revenue recognition criteria and presentation features are different
from those under the GASB. No modifications have been made to the Foundation’s financial information
included in the College' s financial report to account for these differences. Separate financial statements of
the Foundation may be obtained by contacting The Lakeland Foundation, 7700 Clocktower Drive,
Kirtland, Ohio 44094-5198.

Basis of Accounting — The accompanying financial statements of the College were prepared in
conformity with accounting principles generally accepted in the United States of America (GAAP) as
prescribed by the GASB.

Measurement Focus and Financial Statement Presentation — Operating revenue and expenses
generaly result from providing service in connection with the College's principal ongoing operations.
The principal operating revenue is student tuition. The College also recognizes as operating revenue
grants and contracts classified as exchange transactions and auxiliary activities. Operating expenses
include educational costs, administrative expenses, and depreciation on capital assets. All revenue and
expenses not meeting this definition, including state and local appropriations, are reported as
nonoperating revenue and expenses. When the College incurs an expense for which both unrestricted and
restricted net assets are available, it is the College's policy to first apply restricted resources. Activity
related to Internal Service Fundsis eliminated to avoid “doubling up” revenue and expenses.

Cash and Cash Equivalents — Cash and cash equivalents are defined as highly liquid investments with a
maturity of three months or less when purchased.
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L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Notel: Basisof Presentation and Significant Accounting Policies (continued)

Restricted Cash and Cash Equivalents — As of June 30, 2016, restricted cash and cash equivalents of
$12,947,138 consist of unspent proceeds from the Series 2016 Bonds, the debt service fund for the Series
2016 Bonds, and unspent proceeds from the OAQDA loan. As of June 30, 2015, restricted cash and cash
equivalents of $4,300,194 consist of the unspent proceeds from the Series 2014 General Receipts Bonds
and unspent proceeds from the Tax Anticipation Notes, Series 2014.

Inventories — Inventories consist primarily of books and supplies of the College's bookstore and are
valued at the lower of cost (first-in, first-out) or market.

Investments — All investments are measured at fair value, based on quoted market prices, in the
statements of net position. Investments maturing in one year or less are categorized as short term.

Capital Assets — The College's policy on capitalization and depreciation adheres to the requirement of
GASB Statement No. 34, Basic Financial Satements — and Management’s Discussion and Analysis — for
Sate and Local Governments, as amended by GASB Statement No. 35, Basic Financial Statements — and
Management’s Discussion and Analysis — for Public Colleges and Universities. Capital assets include
land, land improvements, infrastructure, and buildings, building improvements, construction in progress,
equipment, furniture, vehicles, software, and library books.

Capital assets greater than $5,000 are capitalized at cost or, if acquired by donation, at appraised values as
of the date received. When capital assets are sold or otherwise disposed of, the carrying value of such
assets and any accumulated depreciation are removed from the statements of net position. The costs of
normal maintenance and repairs that do not add to the value of the capital asset or materialy extend the
capital asset’slife are expensed.

Capital assets, other than land and construction in progress, are depreciated. Depreciation is computed
using the straight-line method. Equipment, furniture, and vehicles are based on date of acquisition and
half-year straight-line method for al other capital assets:

Land improvements 20-30 years
Infrastructure 20-25 years
Buildings and building improvements 540 years
Equipment, furniture, and vehicles 3-15years
Software and library books 3-5years

Unearned Revenue — Unearned revenue includes tuition and fees for summer sessions and local
government revenue. Summer tuition and fee revenue received and related expenses incurred are
unearned in their entirety to the next fiscal year. This is consistent with the State of Ohio reporting
model. Unearned revenue also includes amounts billed to students for the fall semester of fiscal year
2017 that have not yet been earned.
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L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Note 1. Basis of Presentation and Significant Accounting Policies (continued)

Reserve for Compensated Absences — Compensated absences, including accumulated unpaid vacation
benefits and unpaid sick leave, are accrued to conform to GASB Statement No. 16, Accounting for
Compensated Absences.

Net Position — Net position is classified according to external donor restrictions or availability of assets
for satisfaction of College obligations. Nonexpendable, restricted net positions are gifts that have been
received for endowment purposes, the corpus of which cannot be expended. Expendable restricted net
position represents funds that have been gifted or granted for specific purposes, funds used for capital
projects, and debt service. Net investment in capital assets, consists of capital assets, net of accumulated
depreciation, and outstanding principal balances of debt attributable to the acquisition, construction, or
improvement of those assets. Unrestricted net position is not subject to externally-imposed constraints
and may be designated for specific purposes by action of the board of trustees (the “Board”) or may
otherwise be limited by contractual agreements with outside parties.

Revenue Recognition — State appropriations are recognized when received or made available. Restricted
funds are recognized as revenue only to the extent expended. Gifts and interest on student loans are
recognized when received. The College's policy for defining operating activities as reported on the
statements of revenues, expenses, and changes in net position are those that generally result from
exchange transactions such as payments received for providing services and payments made for services
or goods received. Nearly all of the College’ s expenses are from exchange transactions.

Grants and Contracts — The College receives grants and contracts from federal, state, and private
agencies to fund education programs, research, and other activities. Grants and contracts generally
provide for the recovery of direct and indirect costs. Indirect costs recovery isrecorded as a percentage of
direct costs at negotiated fixed rates. Revenue received under grants and contracts is subject to the
examination and retroactive adjustments by the awarding agency.

Pell Grant Reimbur sements — Pell grant reimbursements are classified as nonoperating revenue due to
their nonexchange nature. The amounts recorded as Pell revenue for 2016 is $9,832,449.

Intergover nmental Receivables and Revenue — Local government revenue is recorded as receivables
and revenue when the legal right to the funds has occurred. Other federal and state grants and assistance
awards made on the basis of entitlement are recorded as intergovernmental receivables and revenue when
entitlement occurs.

Deferred Outflows I nflows of Resour ces — In addition to assets, the statements of net position report a
separate section for deferred outflows of resources. Deferred outflows of resources represent a
consumption of net position that applied to a future period and will not be recognized as an outflow of
resources (expense) until then. For the College, deferred outflows of resources are reported for pensions
and are explained in Note 10.
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Note 1. Basis of Presentation and Significant Accounting Policies (continued)

In addition to liabilities, the statements of net position report a separate section for deferred inflows of
resources. Deferred inflows of resources represent an acquisition of net position that applies to a future
period and will not be recognized as an inflow of resources (revenue) until that time. For the College,
deferred inflows of resources include property taxes and pensions. Property taxes represent amounts for
which there is an enforceable legal claim as of June 30, 2016, but which were levied to finance fiscal year
2017 operations. Deferred inflows of resources related to pensions are explained in Note 10.

Pensions — For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about the fiduciary
net position of the pension plans and additions to/deductions from their fiduciary net position have been
determined on the same basis as they are reported by the pension systems. For this purpose, benefit
payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. The pension systems report investments at fair value.

Use of Estimates — The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and disclosures in the notes.
Actual results could differ from the estimates.

Note 2: Changein Accounting Principle

For fiscal year 2016, the College implemented Governmental Accounting Standards Board Statement No.
72, Fair Value Measurement and Application, which addresses accounting and financial reporting issues
related to fair value measurements. These changes were incorporated in the College's 2016 financia
statements; however, there was no effect on beginning net position.

Note 3: Cash and Cash Equivalentsand I nvestments

Cash and Cash Equivalents — Ohio law requires that cash amounts be placed in eligible financial
ingtitutions located in Ohio. Any public depository in which the College places deposits must pledge as
collateral eligible securities of aggregate fair value equal to the excess of deposits not insured by the
Federal Deposit Insurance Corporation. Further, Ohio law requires such collateral amounts to exceed
deposits by 2 percent. Collateral that may be pledged is limited to obligations of the following entities:
the United States and its agencies, the State of Ohio, the Ohio Student Loan Commission, and any legally
constituted taxing subdivision within the state of Ohio.

At June 30, 2016 and 2015, the carrying amount of the College's cash balance was $1,063,670 and
$1,387,409, respectively. The bank balance at June 30, 2016 and 2015 totaled $2,097,866 and
$1,440,654, respectively. The difference represents outstanding checks payable, deposits in transit, and
normal reconciling items.
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A total of $250,000 of the bank balance was covered by the federal depository insurance for the year
ended June 30, 2016 and 2015. The remainder was specifically secured by U.S. government and
municipal securities. The College also maintains a small on-hand cash balance to maintain day-to-day
operationsin the cashier’ s office, bookstore, and food service operations.

Investments — The College's investment policy approved by the Board of Trustees establishes priorities
and guidelines regarding the investment management of the College’s funds. These priorities and
guidelines are based upon Chapters 3354.10, 3345.05, and 135.14 of the Ohio Revised Code (ORC) and
prudent money management principles.

The investment objectives of the College, in priority order, include compliance with all federal and state
laws, safety of principal, liquidity, and yield. Market risks (including interest rate risk and liquidity risk)
and credit risk are managed by board policies as described below.

Interest Rate Risk — The market value of securities in the College's portfolio will increase or decrease
based upon changes in the general leve of interest rates. The effects of market value fluctuations will be
minimized by maintaining adequate liquidity to pay current obligations, diversification of maturities, and
diversification of assets.

Liquidity Risk — The portfolio remains sufficiently liquid to meet all current obligations of the College.
Minimum liquidity levels are established in order to meet all current obligations without having to sell
securities. The College forecasts its cash needs and maintains cash balances (related to daily receipts or
for immediate expenditure needs) in an interest bearing bank account. In addition, funds are also invested
in the State of Ohio treasurer’'s STAR investment program fund. The remaining portfolio at June 30,
2016 is made up of United States Treasury and agency issues, and commercia paper. These investments
are structured so that securities mature concurrently with cash needs.

Credit Risk — Credit risk is the risk of loss due to the failure of a security issuer to pay principal or
interest or the failure of the issuer to make timely payments of principal. Eligible investments affected by
credit risk include certificates of deposit, commercia paper, and bankers acceptances. The College had
$5,953,881 in commercial paper in 2016 and $748,975 in 2015. Credit risk is minimized by (1)
diversifying assets by issuer, (2) ensuring that required minimum credit ratings exist prior to the purchase
of commercia paper and bankers acceptances, and (3) maintaining adequate collateralization of
certificates of deposits.

Custodial Credit Risk — Investments under management are directed by the College's investment
manager, United American Capital Corporation. The investment manager shall be either registered with
the Securities and Exchange Commission or be licensed by the division of securities under Section
1707.141 ORC, and will possess experience in the management of public funds, specifically in the area of
state and local government investment portfolios, or an eligible institution referenced in 135.03 ORC.

28



L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Note 3: Cash and Cash Equivalents and I nvestments (continued)

The investment advisor is authorized to manage the investment funds of the College, which includes the
selection of eligible investment assets as defined under applicable sections of the ORC, and the selection
of eligible broker dealer firms based upon the criteria as determined by the investment advisor.

The investment advisor may execute the purchase and/or sale of securities with eligible Ohio financial
ingtitutions, primary securities dealers regularly reporting to the New York Federal Reserve Bank, and
regional securities firms or broker dealers licensed with the Ohio Department of Commerce, Division of
Securities to transact business in the state of Ohio.

The investment advisor, eligible financia institutions, and broker/dealers transacting investment business
with the College are required to sign the College's investment policy as an acknowledgment and
understanding of the contents of said policy.

Securities purchased for the College are held in a safekeeping account established by the College as
provided in Section 135.37 ORC. Securities held in safekeeping by the custodian are evidenced by a
monthly statement describing such securities. The custodian may safe keep the College's securities in
(1) Federa Reserve Bank book entry form, (2) Depository Trust Company (DTC) book entry form in the
account of the custodian or the custodian’s correspondent bank, or (3) nonbook entry (physical) securities
held by the custodian or the custodian’ s correspondent bank. Therefore, the custodial risk is limited.

Foreign Currency Risk — Foreign currency risk is the risk that changes in exchange rates will adversely
affect the fair value of an investment. In 2016, the College had investments in international equity mutual
funds of $45,212 (included in the stock mutual fund balance of $223,043), representing less than 1
percent of the College's total investments. In 2015, the College had investments in international equity
mutual funds of $59,243 (included in the stock mutual fund balance of $229,838), representing less than 1
percent of the College’ stota investments.

Concentration of Credit Risk — Concentration of credit risk is the risk of loss attributed to the
magnitude of investment in a single issuer. The College' s investment policy places no limitation on the
amount that may be invested in a single issuer. The College did not have over 5 percent of its
investmentsin any single issuer in 2016.
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At June 30, 2016 and 2015, the College’ s investment portfolio consisted of the following:

Fair Market Less Than NRSRO
2016 Value One Year 1-4 Years  Rating
State Treasury Asset Reserve of Ohio (STAR Ohio) $§ 5280972 § 5280972 § - AAA
Money market 13.691.002 13.691.002 AAA
Commercial Paper 5,953 881 5953881 - P-1
U.S. Treasury 4002883 2,001,007 2001876 AAA
U.S. government agency 26,555,099 12424 742 14130357 AAA
Bond mutual funds 115227 115227 A
Stock mufual funds 223,043 223,043
Total cash equivalents and investments ~ $_55.822.107 ' § 39351604 §$ 16470503
Fair Market Less Than NRSRO
2015 Value One Year 1-4 Years  Rating
State Treasury Asset Reserve of Ohio (STAR Ohio) § 5548694 § 5543694 3 - AAA
Money market 57672 57.672 AAA
Commercial Paper 748,975 748975 - P-1
U.S. government agency 0.267.996 098,752 5269244  AAA
Bond mutual funds 117,767 117767 AAA
Stock mutual funds 229838 229838
15970942 % 7354093 § 8616849

Total cash equivalents and investments $

I nvestments

The College categorizes its fair vaue measurements at fair value within the fair value hierarchy
established by generally accepted accounting principles. The hierarchy is based on the valuation inputs
used to measure the fair value of the asset. Level 1 inputs are quoted market prices in active markets for
identical assets; Level 2 inputs are significant other observable inputs; Level 3 inputs are significant

unobservable inputs.
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As of June 30, 2016 the College' s investments had the following recurring fair value measurements:

Investment Type 2016 Level 1 Level 2 Level 3
State Treaswry Asset Reserve of Ohio (STAR Ohio) $ 5280972 § 5280972 % - %
Money market 13,691,002 13,691,002 -
Commercial Paper 5,953 881 - 5,953 881
U.S. Treaswy 4 002,883 - 4 002,883
U.S. government agency 26,555,099 - 26,555,099
Bond mutual funds 115227 115227
Stock mutual fimds 223043 223043

Total investments § 55822107 § 19310244 § 36511863 §

As of June 30, 2015 the College's investments had the following recurring fair value measurements:

Investment Type 2015 Level 1 Level 2 Level 3

State Treaswry Asset Reserve of Ohio (STAR Ohio) $ 5548694 3 5548694 3% - $
Money market 57.672 57.672 -
Commercial Paper 748975 - 748,975
U.S. government agency 9267994 - 9.267.994
Bond mutual funds 117,767 117,767
Stock mutual funds 229838 229838

Total investments § 15970942 $ 5953971 § 10016971 §
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Note 4:

L oans and Other Receivables

Loans and other receivables relate to several activities including tuition and fees, auxiliary sales, and
miscellaneous sales and services. Loans and other receivables are recorded net of alowances for
uncollectible accounts of $3,960,949 and $3,832,270 at June 30, 2016 and 2015 respectively.

In-house student loans

Federal Perkins and nursing student loans
Emplovee computer financing

Student accounts

Auxiliary receivables

Interest receivable

Sales and service receivables

Total

2016

2015

Current

Portion - Net Portion - Net

MNoncwrrent Current Woncurrent

Portion - Wet Portion - Net

$ - 3 - % §
600 10,084 -

20,645 3,225 22525 6481
5,945,827 10,423,939
269372 144,578
18,418 15,010
371,581 330936

$ 10629443 % 13,309 § 10937388 § 6,481

Federal Direct Loans processed for students by the College totaled $13,564,721 and $16,397,403 during
the year ended June 30, 2016 and June 30, 2015, respectively. The College is responsible only for the
performance of certain administrative duties with respect to the Federal Direct Loans Program and,
accordingly, these loans are not included in the College s financia statements.
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Note 5: Capital Assets

Capital asset activities for the years ended June 30, 2016 and 2015 was as follows:

June 30, 2015

Retirements

June 30, 2016

Balance Additions and Transfers Balance
Nondepreciable assets:
Land 5 27593,744 5 - 3 - 2,793,744
Construction in progress 1,573,723 11,418,575 (4,951 448) 2,028,850
Depreciable assets:
Land improvements 4 508 538 - - 4 508 528
Infrastructure §.278 309 111,758 - 6,390,067
Buildings and improvements 02 095231 5515513 - 97 610,744
Eguipment and vehicles 14,808,013 1,038,633 (186,085) 15,658,561
Software and library books 10,824 238 182,959 (12,000} 10,995,237
Total capital azsets 132,980,246 18,265,478 (5,158,533) 145,086,191
Less accumulated depreciation:
Land improvements 3,035 747 145,205 - 3,185,952
Infrastructure 3462 528 206,742 - 3,669 270
Buildings and improvements 52,158 678 2,155 455 - =4,318133
Eguipment and vehicles 8451 354 1,401,187 (186,085) 570G 475
Software and library books 55953 807 311,948 (1,200} 10,304,555
Total accumulated depreciation 77,145 124 4 225 548 (187, 285) 81,184,387
Capital assets - Met 5 55834122 & 14035930 5 (4,972 248) 64,901,804
June 30, 2014 Retirements June 30, 2015
Balance Additions and Transfers Balance
Nondepreciable assets:
Land 5 723,289 3 2070455 S - 2,793,744
Construction in progress 1,576,591 1,538,723 (1,541,591} 1,573,723
Depreciable assets:
Land improvements 4 821,800 Z2188 (35,000} 4,608,538
Infrastructure 200,609 77,700 - 6,275,309
Buildings and improvements 78,118,075 15,347,387 (1,370,211} 52,095,231
Eguipment and vehicles 13,505 355 1,324,558 (24 042} 14,806,013
Software and library books 10,528, 896 295,342 - 10,824,238
Total capital azsets 115,274,616 20,676,474 (2,970,844) 132,580,245
Less accumulated depreciation:
Land improvements 2,858 424 145,698 (4,375) 3,030,747
Infrastructure 3,259,069 203,459 - 3,482 528
Buildings and improvements 50,585 234 2,087,328 (523,885) 52,158,678
Equipment and vehicles 7,172,301 1,343,105 (24,042) 8,491 354
Software and library books 5,640 839 352 968 - 5,993,807
Total accumulated depreciation 73,565 867 4,132 559 (552,302) 77,1456 124
Capital assets - Met 5 41708745 & 16,543,915 § (2,418 542) 55,834 122
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Long-Term Obligations

Noncurrent liability activity for the years ended June 30, 2016 and 2015 was as follows:

June 30, 2015

dupe 30, 2016

201G Eialance Additions Roductions Ealance Current Portion
Long-term debt and leasze obligations:
DAGDA Loan 2016 3 - 10,355,237 3% - 3 10,355,237 % 354,754
General Receipts Bondsz, Series 20164 - 21,510,000 - 21,510,000 -
Premium on General Receipts Bondsz - 1,600,220 24 636 1,575,524 59,267
General Receipts Bonds, Series 20166 - &,330,000 - &,330,000 1,000,000
Premium on General Receipks Bondsz - 165,622 2,556 165,066 6,154
General Receipts Bonds, Series 20160 - S5T5,000 - &.575,000 -
Fremium on General Receipks Bonds - 1,035,726 12,6235 1,025,305 35,472
General Receipts Bonds, Series 2014 20,700,000 - - 20,700,000 -
Premium an General Receipks Bonds B0, 74T - 20,313 455,523 20,318
Tax Anticipation Mote, Zeries 2011 6,560,000 - 6,560,000 - -
Tax Anticipation Mote, Series 2005 3,760,000 - 3,760,000 - -
Premium on Tax Anticipation Mok T.204 - T.204 - -
Total 31,557,951 52,267,405 10,555,137 75,417,553 1,453,525
Mt Penszion Liability:
ETRE 43,553,464 2,755,655 - 52,235113 -
ZERE 26,102,575 5,237,955 - 29,340,511 -
Tatal 75,642,037 5,933,533 - H1,655,6350 -
Other noncurrent obligations:
Raserye for compensated absences 1,553,036 240,665 - 1,523,764 1,053,412
Reserye Far Federal student loans 214 173 - 214,173 - -
Other liabilities 245,000 - 35,000 150,000 -
Total noncurrent liabilities 3 103,231,257 55,502,066 % 10,700,570 % 157,032,355 % 2,435,337
dune 30, 2014 dupe 30, 2015
2015 Ealance Additions Feductions Ealance Current Paortion
Long-term debk and leaze abligations:
General Receipts Bonds, Series 2014 1 - 20,700,000 % - 1 20,700,000 % -
Premium an General Receipks Bonds - E22.943 12,202 B0, 747 20,318
Tax Anticipation Mote, Zeries 2014 3,000,000 - 3,000,000 - -
Premium on Tax Anticipation Mote A53s - A.533 - -
Tax Anticipation Moke, Series 2011 7,335,000 - 55,000 6,560,000 SE0,000
Tax Anticipation Moke, Series 2005 4,620,000 - S60,000 3,760,000 F30,000
Premium on Tax Ankicipation Mok 1,245 - 4,041 T.204 5,155
Tatal 15,055,545 21,222,943 4,720,541 31,557,951 1,774,073
Met Pension Liability:
ETRE 55,552,165 - 3,512,701 43,553,464 -
ZERE 30,650,054 - 4,577,511 26,102,573 -
Tatal §3,552,243 - 13,530,212 75,642,037 -
Other noncurrent obligations:
Raeserye for compensated absences 1122124 - 153,025 1,553,056 a6d 514
Reserye Far Federal student loans 214 173 - - 214173 -
Other liabilities 245,000 - - 245,000 -
Total noncurrent liabilities 3 106,752,553 21,222,943 % 15,744,051 3 103,231,257 % 2,135,557
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Ohio Air Quality Development Authority Loan (OAQDA) 2016, General Receipts Bonds 2016A, General
Receipts Bonds 2016B, Genera Receipts Bonds 2016C, General Receipts Bonds Series 2014, Tax
Anticipation Notes Series 2011, Series 2008 — The College and the Ohio Air Quality Development
Authority (OAQDA) entered into a resolution where the OAQDA authorized issuance of revenue bonds
in the aggregate principal amount of $10,388,237 in order to assist in the financing of certain air quality
facilities in the form of energy conservation measures to be installed in the Lakeland Health Technology
Building owned by the College. This magjor energy conservation project includes electrical upgrades to
include interior/exterior lighting and controls, mechanical upgrades and HVAC upgrades, building
envel ope R-30 roof replacement and window reglazing or replacement, and water efficiency.

In 2016, the College issued $21,510,000 in Series 2016A Bonds for al or part of the cost of purchasing
sites and for the erection, furnishing, and equipment of buildings, including buildings used for Applied
Health Technology, Science and Bio-Science, and for the acquisition or construction of any property
which the board of trustees of acommunity college district is authorized to acquire or construct, including
infrastructure improvements. The Series 2016A Bonds maturing on or after December 1, 2027 are
subject to redemption at the option of the College, either in whole or in part, in such order of maturity as
the College shall determine, on any date on or after December 1, 2026, at a redemption price equal to
100% of the principal amount redeemed plus, in each case, accrued interest to the date fixed for
redemption.

In 2016, the College issued $8,990,000 in Series 2016B Bonds to refund the 2008 Tax Anticipation Notes
(Series 2008 Notes) previously issued on July 22, 2008 of $8,500,000 and the 2011 Tax Anticipation
Notes (Series 2011 Notes) previously issued on June 29, 2011 of $9,500,000. The net proceeds were used
to purchase direct obligations of the U.S. Government. Those securities were deposited in an irrevocable
trust with an escrow agent. The securities and fixed earnings from the securities are sufficient to provide
for al future debt service payments of the Series 2008 Notes and the Series 2011 Notes. As a result, the
Series 2008 Notes and the Series 2011 Notes are considered defeased, and the College has removed the
liabilities from its accounts. As the result of refunding, total debt service payments relating to the Series
2008 Notes were reduced over the next 3 years by $3,202,335 and total debt service payments relating to
the Series 2011 Notes were reduced over the next 6 years by $6,509,850. The refunding of the Series
2008 Notes resulted in a difference between the reacquisition price and the net carrying amount of the old
debt in the amount of $169,235. The refunding of the Series 2011 Notes resulted in a difference between
the reacquisition price and the net carrying amount of the old debt in the amount of $317,890. As of June
30, 2016, $2,870,000 of the Series 2008 Notes remained outstanding and $5,700,000 of the Series 2011
Notes remained outstanding. The Series 2016B Bonds, Series 2008 Notes and Series 2011 Notes are not
subject to redemption at the option of the College prior to their stated maturity.

In 2016, the College issued $8,575,000 in Series 2016C Bonds for the purpose of retiring the College's
Facilities Construction and Improvement Notes, Series 2015, issued for the purpose of financing al or a
part of the cost of purchasing sites and for the erection, furnishing, and equipment of buildings, including
buildings used for Applied Health Technology, Science and Bio-Science, and for the acquisition or
construction of any property which the board of trustees of acommunity college district is authorized to
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acquire or construct, including infrastructure improvements, and repaying moneys previously borrowed,
advanced, or granted and expended for such purpose. The Bonds are subject to redemption at the option
of the College, either in whole or in part, in such order of maturity as the College shall determine, on any
date on or after December 1, 2025, at a redemption price equal to 100% of the principal amount redeemed
plus, in each case, accrued interest to the date fixed for redemption.

The Series 2016A, 2016B, and 2016C Bonds are issued in conformity with Revised Code Chapter 133,
and are, therefore, lawful investments for banks, savings and loan associations, credit union share
guaranty corporations, trust companies, trustees, fiduciaries, insurance companies, including domestic for
life and domestic not for life, trustees or other officers having charge of sinking and bond retirement or
other funds of the State, subdivisions and taxing districts, the Commissioners of the Sinking Fund of the
State, the Administrator of Workers Compensation, the State teachers, public employees, and school
employees retirement systems, and the police and firemen’s disability and pension fund, and are eligible
as security for the repayment of the deposit of public moneys.

The Series 2014 Bonds are special obligations of the College. Bondholders have no right to have excises
or taxes levied by the State of Ohio General Assembly or by the College for their payment. Principal and
interest on the bonds are payable solely from and secured by a pledge of the College's general receipts
and bond proceeds. State appropriations, local ad valorem property tax receipts, and other restricted
receipts are specifically excluded from genera receipts. According to bond covenants, the College
includes in its budget for each fiscal year amounts from general receipts that are at least sufficient to pay
debt service charges payable that fiscal year from general receipts, as well as to satisfy other
reguirements.

The Tax Anticipation Notes Series 2011 is one of an authorized issue of Notes of the College in the
aggregate principa amount of $9,500,000.

The Series 2011 Notes were issued for the purpose of providing funds for the acquisition of sites; the
erection, furnishing, and equipment of buildings; the acquisition, construction, or improvement of any
property which the board of trustees of the community college district is authorized to acquire, construct,
or improve, and which has an estimated life of usefulness of five years or more as certified by the fiscal
officer; and the payment of operating costs of the College, and issued in anticipation of the collection of a
fraction of the proceeds to be received from the collection of a 1.7 mills ad valorem property tax in excess
of the 10 mills limitation (the “Tax Levy”) for that purpose approved by the electors of the College at an
election held on November 3, 1970 and replaced by a vote of the electors on November 2, 2010.

The Series 2011 Notes were payable as to both principal and interest from the proceeds of the Tax Levy,
and is issued under authority of and pursuant to the laws of the State of Ohio, particularly Sections
3354.12 and 133.24 of the Revised Code, the requisite mgjority vote of the electors of the College cast at
an election held on November 2, 2010 upon the question of the Tax Levy, and a resolution adopted by the
board of trustees of the College on June 2, 2011 for the Series 2011 Notes and a Certificate of Award
dated June 13, 2011 for the Series 2011 Notes (collectively, the “Note Legislation”).

36



L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Note6: Long-Term Obligations (continued)

The Notes are not subject to optional redemption prior to stated maturity. The Notes are subject to
mandatory sinking fund redemption at a redemption price of 100 percent of the principal amount to be
redeemed, plus accrued interest to the date of redemption, on December 1 of the years and in the
respective principal amount.

Effective July 10, 2008, the College issued Tax Anticipation Notes (Series 2008 Notes) in anticipation of
the proceeds of a 1.7 mill ad valorem property tax approved by the electors of the College at an election
held on November 3, 1970. The notes are in the amount of $8,500,000, with fixed interest rates and a
maturity date of 2018. The proceeds of the notes are being used to pay costs associated with the
implementation of energy conservation measures that are intended to significantly reduce the College's
energy consumption and operating costs of its buildings. A portion of the proceeds of the notes is also
being used to pay costs associated with the acquisition of technology equipment and other capital
improvements.

The Series 2008 Notes were issued pursuant to authorized legidation and the Ohio Revised Code,
adopted by the board of trustees of the College on June 5, 2008. The notes are being issued in
anticipation of the collection of a fraction of the proceeds from the tax levy, commencing with
distributions from the College in calendar year 2008 and ending with collection year 2018. Under law
authorizing this financing, notes may be issued from time to time during the life of the tax levy. The
amount of principal payments may not in aggregate exceed 75 percent of the total anticipated proceeds of
the levy to be collected during the particular calendar year.

The Series 2011 Notes and Series 2008 Notes were issued pursuant to a master trust agreement dated
March 15, 1999, acting by and through the College's Board of Trustees and the bond trustee. The Series
2011 Notes are subject to mandatory redemption, with a fixed interest rate of 2.80 percent. The final
maturity of the Series 2011 Notes is December 1, 2021. The Series 2008 Notes were subject to
mandatory redemption, with stated interest rates ranging from 3.25 percent to 3.75 percent. The fina
maturity of the Series 2008 Notes is December 1, 2018.

The Series 2011 Notes were special obligations of the College. Pursuant to authorizing legislation and
the Ohio Revised Code, amounts necessary to pay debt service as it comes due shall be appropriated for
that purpose from the proceeds of the 1.7 mills property tax levy approved by the Lake County, Ohio
electors at the November 3, 1970 election and replaced by a vote of the electors at the November 2, 2010
election.

The Series 2008 Notes were special obligations of the College. Pursuant to authorizing legislation and
the Ohio Revised Code, amounts necessary to pay debt service as it comes due shall be appropriated for
that purpose from the proceeds of the 1.7 mills property tax levy approved by the Lake County, Ohio
electors at the November 3, 1970 election.

37



L ake County Community College District
d/b/a Lakeland Community College

Notesto Financial Statements
June 30, 2016 and 2015

Note6: Long-Term Obligations (continued)

Scheduled principal maturities and total debt service on the Series 2016 Bonds, Series 2014 Bonds, and
OAQDA Loan for fiscal years subsequent to June 30, 2016 are as follows:

Fiscal Years Ending Principal Interest Total
2017 $ 1,334.734 $ 2449703 $ 3,784 437
2018 1,692,749 2425699 4118 448
2019 1,725.750 2392578 4118328
2020 2493991 2338239 4.832.230
2021 2552477 2262828 4815305
2022-2026 13,767,854 10,077,579 23845473
2027-2031 14,610,642 71,543 389 22154031
2032-2036 12,605,000 5,155,153 17,760,153
2037-2041 14,820,000 2213828 17103828
2042-2043 4,450,000 156,554 4,646,594

Total $ 70163237 $  37.0159%90 $ 107179227

Note7: Operating Lease Obligations

The College has entered into various lease agreements, which are considered operating leases. Tota
rental expense under operating leases during the year ended June 30, 2016 amounted to $139,959. Two
operating leases are outstanding at June 30, 2016. One was for real estate property rentals for Lakeland's
campus in Madison, the other was for a motor vehicle.

Future minimum lease payments as of June 30, 2016 under operating |eases are as follows:

2017 5 112,262
2018 123,817
201% 123255
2020 124 351
2021 122326
2022-2024 4159852

Total $  1.040,563
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Note 8. State Appropriations

The College is a state-assisted institution of higher education and receives student-based support from the
State. This support is determined annually based upon a formula devised by the State. In addition to this
student support, the State provides funding for the construction of major academic plant facilities on the
College’'s campus. The funding is obtained from the issuance of revenue bonds by the Ohio Public
Facilities Commission (OPFC) which, in turn, is used for the construction and subsequent transfer of the
facility to the College.

College facilities are not pledged as collateral for the OPFC revenue bonds. Instead, these bonds are
supported by a pledge of monies in the Higher Education Bond Service Fund established in the custody of
the Treasurer of the State. If sufficient monies are not available from the fund, the Ohio Board of Regents
shall assess a special student fee uniformly applicable to students in state-assisted institutions of higher
education throughout the state.

As aresult of the above described financial assistance provided by the State to the College, outstanding
debt issued by the OPFC is not included on the College's statements of net position. In addition, the
appropriations by the general assembly to the Ohio Board of Regents for payments of debt service are not
reflected and the related debt service payments are not recorded in the College’ s accounts.

Note9: Local Appropriations

The College receives local appropriations in the form of property taxes levied against real and public
utility property in the County of Lake, Ohio (the “County”). Real property taxes and public utility taxes
are levied after October 1 on assessed value listed as of January 1, the lien date. Taxes collected on “real
property” in one calendar year are levied in the preceding calendar year.

The electors within the County must approve any Lake County Community College District d/b/a
Lakeland Community College property tax. Lake County Community College District d/b/a Lakeland
Community College receives property taxes for operating and capital purposes from three levies approved
by the County voters: a 1.7 mills stated rate for a continuing period, a 1.5 mills stated rate for 10 years,
and a 0.4 millsfor 27 years. On November 2, 2010, Lake County voters approved a “replacement” of the
1.7 mills continuing levy. With this replacement levy approved, the incremental revenue was
approximately $8.0 million effective in 2012 after generating $4.0 million for half year assessments in
2011. Theincremental $8.0 million dollars, as compared to 2010, is expected to continue unless another
replacement is passed. On November 8, 2011, the 1.5 mills levy was renewed by the Lake County voters.
The 0.4 millslevy was approved by Lake County voters on November 3, 2015.

Revenue authorization is recognized based on the taxing authority’ s amounts to be distributed to the tax
district and its certification of the College's annual budget. The taxing authority does not authorize the
distribution of the tax assessment for the calendar year 2016 until October 2016, thus not legally making
it available to the College until after the end of the College's fiscal year for that year's calendar
assessment. The College has recognized one-half year of its real property and public utility property tax
receipts due as an intergovernmental receivable in the current fiscal year. Property taxes receivable
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Note9: Local Appropriations (continued)

represent outstanding real and public utility property taxes, which were measurable at June 30, 2016.
Tota property tax collections for the next fiscal year are measurable amounts. However, since these
revenue collections to be received during the available period are not intended to finance 2016 operations,
the receivable amount is recorded as deferred inflows of resources.

Note 10: Defined Benefit Pension Plans

Net Pension Liability — The net pension liability reported on the statements of net position represents a
liability to employees for pensions. Pensions are a component of exchange transactions—between an
employer and its employees—of salaries and benefits for employee services. Pensions are provided to an
employee—on a deferred-payment basis—as part of the total compensation package offered by an
employer for employee services each financial period. The obligation to sacrifice resources for pensions
is a present obligation because it was created as a result of employment exchanges that already have
occurred.

The net pension liability represents the College’'s proportionate share of each pension plan’s collective
actuarial present value of projected benefit payments attributable to past periods of service, net of each
pension plan’s fiduciary net position. The net pension liability calculation is dependent on critical 1ong-
term variables, including estimated average life expectancies, earnings on investments, cost of living
adjustments and others. While these estimates use the best information available, unknowable future
events require adjusting this estimate annually.

Ohio Revised Code limits the College’s obligation for this liability to annually required payments. The
College cannot control benefit terms or the manner in which pensions are financed; however, the College
does receive the benefit of employees servicesin exchange for compensation including pension.

GASB 68 assumes the liability is solely the obligation of the employer, because (1) they benefit from
employee services, and (2) State statute requires al funding to come from these employers. All
contributions to date have come solely from these employers (which also includes costs paid in the form
of withholdings from employees). State statute requires the pension plans to amortize unfunded liabilities
within 30 years. If the amortization period exceeds 30 years, each pension plan’s board must propose
corrective action to the State legislature. Any resulting legislative change to benefits or funding could
significantly affect the net pension liability. Resulting adjustments to the net pension liability would be
effective when the changes are legally enforceable.

The proportionate share of each plan’s unfunded benefits is presented as a long-term net pension liability
on the accrual basis of accounting. Any liability for the contractually-required pension contribution
outstanding at the end of the year is included in intergovernmental payable on both the accrual and
modified accrual bases of accounting.
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Note10: Defined Benefit Pension Plans (continued)

Plan Description - School Employees Retirement System (SERS) - Plan Description — College non-
teaching employees participate in SERS, a cost-sharing multiple-employer defined benefit pension plan
administered by SERS. SERS provides retirement, disability and survivor benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. Authority to establish and amend
benefits is provided by Ohio Revised Code Chapter 3309. SERS issues a publicly available, stand-alone
financia report that includes financial statements, required supplementary information and detailed
information about SERS' fiduciary net position. That report can be obtained by visiting the SERS website
at www.ohsers.org under Employers/Audit Resources.

Age and service requirements for retirement are as follows:

Eligibleto Retire on or after
Retire on or before Retire on or after
August 1, 2017 * August 1, 2017
Full Benefits Any age with 30 years of servicecredit Age 67 with 10 years of service credit; or

Age 57 with 30 years of service credit

Actuarially Reduced Benefits Age 60 with 5 years of service credit Age 62 with 10 years of service credit; or
Age 55 with 25 years of service credit ~ Age 60 with 25 years of service credit

* Members with 25 years of service credit as of August 1, 2017, will be included in this plan.

Annual retirement benefits are calculated based on fina average salary multiplied by a percentage that
varies based on year of service; 2.2 percent for the first thirty years of service and 2.5 percent for years of
service credit over 30. Final average salary is the average of the highest three years of salary.

One year after an effective benefit date, a benefit recipient is entitled to a three percent cost-of-living
adjustment (COLA). This same COLA is added each year to the base benefit amount on the anniversary
date of the benefit.

Funding Policy — Plan members are required to contribute 10 percent of their annual covered salary and
the College is required to contribute 14 percent of annual covered payroll. The contribution requirements
of plan members and employers are established and may be amended by the SERS' Retirement Board up
to statutory maximum amounts of 10 percent for plan members and 14 percent for employers. The
Retirement Board, acting with the advice of the actuary, allocates the employer contribution rate among
four of the System’s funds (Pension Trust Fund, Death Benefit Fund, Medicare B Fund, and Health Care
Fund). For the fiscal year ended June 30, 2016, the allocation to pension, death benefits, and Medicare B
was 14.00 percent. There was no allocation to the Health Care Fund for the year.

The College's contributions to SERS for fiscal years 2016, 2015, and 2014 were $2,279,593, $2,092,265,
and $2,077,209, respectively, equal to the contractually required contributions for each year.

Plan Description - State Teachers Retirement System (STRS) - Plan Description — College licensed

teachers and other faculty members participate in STRS Ohio, a cost-sharing multiple-employer public
employee retirement system administered by STRS. STRS provides retirement and disability benefits to
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members and death and survivor benefits to beneficiaries. STRS issues a stand-alone financial report that
includes financial statements, required supplementary information and detailed information about STRS
fiduciary net position. That report can be obtained by writing to STRS, 275 E. Broad St., Columbus, OH
43215-3771, by calling (888) 227-7877, or by visiting the STRS Web site at www.strsoh.org.

New members have a choice of three retirement plans, a Defined Benefit (DB) Plan, a Defined
Contribution (DC) Plan and a Combined Plan. Benefits are established by Ohio Revised Code Chapter
3307. The DB plan offers an annual retirement allowance based on final average salary multiplied by a
percentage that varies based on years of service. Effective August 1, 2015, the calculation will be 2.2
percent of final average salary for the five highest years of earnings multiplied by all years of service.
With certain exceptions, the basic benefit is increased each year by two percent of the origina base
benefit. For members retiring August 1, 2013, or later, the first two percent is paid on the fifth anniversary
of the retirement benefit. Members are eligible to retire at age 60 with five year of qualifying service
credit, or age 55 with 25 years of service, or 30 years of service regardless of age. Age and service
requirements for retirement will increase effective August 1, 2015, and will continue to increase
periodically until they reach age 60 with 35 years of service or age 65 with five year of service on August
1, 2026.

The DC Plan alows members to place al their member contributions and 9.5 percent of the 14 percent
employer contributions into an investment account. Investment allocation decisions are determined by the
member. The remaining 4.5 percent of the 14 percent employer rate is allocated to the defined benefit
unfunded liability. A member is eligible to receive a retirement benefit at age 50 and termination of
employment. The member may elect to receive alifetime monthly annuity or alump sum withdrawal.

The Combined Plan offers features of both the DB Plan and the DC Plan. In the Combined Plan, member
contributions are allocated among investment choices by the member, and employer contributions are
used to fund the defined benefit payment at areduced level from the regular DB Plan. The defined benefit
portion of the Combined Plan payment is payable to a member on or after age 60 with five years of
services. The defined contribution portion of the account may be taken as a lump sum payment or
converted to alifetime monthly annuity at age 50.

New members who choose the DC plan or Combined Plan will have another opportunity to reselect a
permanent plan during their fifth year of membership. Members may remain in the same plan or transfer
to another STRS plan. The optional annuitization of a member’s defined contribution account or the
defined contribution portion of a member’s Combined Plan account to a lifetime benefit resultsin STRS
bearing the risk of investment gain or loss on the account. STRS has therefore included all three plan
options as one defined benefit plan for GASB 68 reporting purposes.

A DB or Combined Plan member with five or more years of credited service who is determined to be
disabled may qualify for a disability benefit. Eligible survivors of members who die before service
retirement may qualify for monthly benefits. New members on or after July 1, 2013, must have at least
ten years of qualifying service credit that apply for disability benefits. Membersin the DC Plan who
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become disabled are entitled only to their account balance. If a member of the DC Plan dies before
retirement benefits begin, the member’'s designated beneficiary is entitled to receive the member’'s
account balance.

Funding Policy — Employer and member contribution rates are established by the State Teachers
Retirement Board and limited by Chapter 3307 of the Ohio Revised Code. The statutory maximum
employee contribution rate was increased one percent July 1, 2015, and will be increased one percent
each year until it reaches 14 percent on July 1, 2016. For the fiscal year ended June 30, 2016, plan
members were required to contribute 13 percent of their annual covered salary. The College was required
to contribute 14 percent; the entire 14 percent was the portion used to fund pension obligations. The fiscal
year 2016 contribution rates were equal to the statutory maximum rates.

The College's contributions to STRS for fiscal years 2016, 2015, and 2014 were $2,651,831, $2,715,449,
and $2,846,641, respectively, equal to the contractually required contributions for each year.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred | nflows of
Resources Related to Pensions - The net pension liability was measured as of June 30, 2015, and the
total pension liability used to calculate the net pension liability was determined by an actuarial valuation
as of that date. The College's proportion of the net pension liability was based on the College's share of
contributions to the pension plan relative to the contributions of all participating entities. Following is
information related to the proportionate share and pension expense at June 30, 2016:

SERS STRS Total
Proportionate Share of the Net
Pension Liability $ 29,340,511 $ 52,295,119 $ 81,635,630
Proportion of the Net Pension
Liability 0.5141958% 0.18922089%
Pension Expense $ 2840515 $ 2517816 $ 5,358,331

Following isinformation related to the proportionate share and pension expense at June 30, 2015:

SERS STRS Total
Proportionate Share of the Net
Pension Liability $ 26,102,573 $ 49,539,464 $ 75,642,037
Proportion of the Net Pension
Liability 0.515765% 0.20366947%
Pension Expense $ 1535045 $ 2288678 $ 3,823,723
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At June 30, 2016, the College reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

SERS STRS Total
Deferred Outflows of Resour ces
Differences between expected and
actual experience $ 428004 $ 2288612 $ 2,716,616
College contributions subsequent to the
measurement date 2,279,593 2,651,831 4,931,524
Total Deferred Outflows of Resources $_2707597 $_ 4940443 $_ 7,648,040
SERS STRS Total

Deferred | nflows of Resour ces
Net difference between projected and

actua earnings on pension plan investments  $ 124843 $ 1,928,009 $ 2,052,852
Changes in proportionate share 72,920 3,335,626 3,408,546
Total Deferred Inflows of Resources $ 197,763 $_ 5,263,635 $_ 5,461,398

At June 30, 2015, the College reported deferred outflows of resources and deferred inflows of resources
related to pensions from the following sources:

SERS STRS Total
Deferred Outflows of Resour ces
Differences between expected and
actua experience $ 177,729 $ 381540 $ 559,269
College contributions subsequent to the
measurement date 2,222,436 2,715,449 4,937,885
Total Deferred Outflows of Resources $_ 2400165 $_ 3,096,989 $_ 5497,154

Deferred I nflows of Resour ces
Net difference between projected and
actual earnings on pension planinvestments $_ 3,389,217 $_ 7,331,991 $_10,721,208

$4,931,524 reported as deferred outflows of resources related to pension resulting from College
contributions subsequent to the measurement date will be recognized as a reduction of the net pension
liability in the year ending June 30, 2017. Other amounts reported as deferred outflows of resources and
deferred inflows of resources related to pension will be recognized in pension expense as follows:
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SERS STRS Total
Fiscal Y ear Ending June 30:
2017 $ (210,063) $ (1,322,960) $ (1,533,023)
2018 (210,063) (1,322,960) (1,533,023)
2019 (210,064) (1,322,960) (1,533,024)
2020 860,431 993,857 1,854,288
Total $ 230,241 $ _(2,975,023) $ _(2,744,782)

Actuarial Assumptions — SERS - SERS' total pension liability was determined by their actuaries in
accordance with GASB Statement No. 67, as part of their annual actuarial valuation for each defined
benefit retirement plan. Actuarial valuations of an ongoing plan involve estimates of the value of reported
amounts (e.g., salaries, credited service) and assumptions about the probability of occurrence of events far
into the future (e.g., mortality, disabilities, retirements, employment termination). Actuarially determined
amounts are subject to continual review and potential modifications, as actual results are compared with
past expectations and new estimates are made about the future.

Projections of benefits for financia reporting purposes are based on the substantive plan (the plan as
understood by the employers and plan members) and include the types of benefits provided at the time of
each vauation and the historical pattern of sharing benefit costs between the employers and plan
members to that point. The projection of benefits for financial reporting purposes does not explicitly
incorporate the potential effects of legal or contractual funding limitations.

Actuarial calculations reflect a long-term perspective. For a newly hired employee, actuarial calculations
will take into account the employee’ s entire career with the employer and also take into consideration the
benefits, if any, paid to the employee after termination of employment until the death of the employee and
any applicable contingent annuitant. In many cases actuarial calculations reflect several decades of
service with the employer and the payment of benefits after termination.

Key methods and assumptions used in calculating the total pension liability in the latest actuaria
valuation, prepared as of June 30, 2015, are presented below:

Wege Inflation 3.25 percent

Future Salary Increases, including inflation 4.00 percent to 22 percent

COLA or Ad Hoc COLA 3 percent

Investment Rate of Return 7.75 percent net of investments expense, including inflation
Actuaria Cost Method Entry Age Normal

For post-retirement mortality, the table used in evaluating allowances to be paid is the 1994 Group
Annuity Mortality Table set back one year for both men and women. Special mortality tables are used for
the period after disability retirement.

The most recent experience study was completed June 30, 2010.
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The long-term return expectation for the Pension Plan Investments has been determined using a building-
block approach and assumes a time horizon, as defined in SERS Satement of Investment Policy. A
forecasted rate of inflation serves as the baseline for the return expectation. Various real return premiums
over the baseline inflation rate have been established for each asset class. The long-term expected
nominal rate of return has been determined by calculating a weighted averaged of the expected real return
premiums for each asset class, adding the projected inflation rate, and adding the expected return from
rebalancing uncorrelated asset classes. The target alocation and best estimates of arithmetic real rates of
return for each major assets class are summarized in the following table:

Target Long Term Expected

Asset Class Allocation Rea Rate of Return

Cash 1.00 % 0.00 %

US Stocks 22.50 5.00

Non-US Stocks 22.50 5.50

Fixed Income 19.00 1.50

Private Equity 10.00 10.00

Real Assets 10.00 5.00

Multi-Asset Strategies 15.00 7.50

Total 100.00 %

Discount Rate - The total pension liability was calculated using the discount rate of 7.75 percent. The
projection of cash flows used to determine the discount rate assumed the contributions from employers
and from the members would be computed based on contribution requirements as stipulated by State
statute. Projected inflows from investment earning were calculated using the long-term assumed
investment rate of return (7.75 percent). Based on those assumptions, the plan’ s fiduciary net position was
projected to be available to make all future benefit payments of current plan members. Therefore, the
long-term expected rate of return on pension plan investments was applied to all periods of projected
benefits to determine the total pension liability.

Sensitivity of the College's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate - Net pension liability is sensitive to changes in the discount rate, and to illustrate the
potential impact the following table presents the net pension liability calculated using the discount rate of
7.75 percent, as well as what each plan’s net pension liability would be if it were calculated using a
discount rate that is one percentage point lower (6.75 percent), or one percentage point higher (8.75
percent) than the current rate.

Current
1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)
College's proportionate share
of the net pension liability $ 40,684,745 $ 29,340511 $ 19,787,730
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Actuarial Assumptions— STRS - Thetotal pension liability in the June 30, 2015, actuarial valuation was
determined using the following actuarial assumptions, applied to all periods included in the measurement:

Inflation 2.75 percent
Projected salary increases 2.75 percent at age 70 to 12.25 percent at age 20
Investment Rate of Return 7.75 percent, net of investment expenses

Cost-of-Living Adjustments (COLA) 2 percent simple applied as follows: for membersretiring before
August 1, 2013, 2 percent per year; for members retiring August 1,
2013, or later, 2 percent COLA paid on fifth anniversary of retirement
date.

Mortality rates were based on the RP-2000 Combined Mortality Table (Projection 2022—Scale AA) for
Males and Females. Males' ages are set-back two years through age 89 and no set-back for age 90 and
above.

Females younger than age 80 are set back four years; one year set back from age 80 through 89 and not
set back from age 90 and above.

Actuarial assumptions used in the June 30, 2015, valuation are based on the results of an actuaria
experience study, effective July 1, 2012.

The 10 year expected real rate of return on pension plan investments was determined by STRS
investment consultant by developing best estimates of expected future real rates of return for each major
asset class. The target allocation and best estimates of geometric real rates of return for each major asset
class are summarized as follows:

Target Long Term Expected

Asset Class Allocation Real Rate of Return

Domestic Equity 31.00 % 8.00 %

International Equity 26.00 7.85

Alternatives 14.00 8.00

Fixed Income 18.00 3.75

Real Estate 10.00 6.75

Liquidity Reserves 1.00 3.00

Total 100.00 %

Discount Rate - The discount rate used to measure the total pension liability was 7.75 percent as of June
30, 2015. The projection of cash flows used to determine the discount rate assumes member and employer
contributions will be made at the statutory contribution rates in accordance with rate increases described
above. For this purpose, only employer contributions that are intended to fund benefits of current plan
members and their beneficiaries are included. Projected employer contributions that are intended to fund
the service costs of future plan members and their beneficiaries, as well as projected contributions from
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future plan members, are not included. Based on those assumptions, STRS' fiduciary net position was
projected to be available to make al projected future benefit payments to current plan members as of June
30, 2015. Therefore, the long-term expected rate of return on pension plan investments of 7.75 percent
was applied to all periods of projected benefit payment to determine the total pension liability as of June
30, 2015.

Sensitivity of the College's Proportionate Share of the Net Pension Liability to Changes in the
Discount Rate - The following table presents the College's proportionate share of the net pension liability
calculated using the current period discount rate assumption of 7.75 percent, as well as what the College's
proportionate share of the net pension liability would be if it were calculated using a discount rate that is
one-percentage-point lower (6.75 percent) or one-percentage-point higher (8.75 percent) than the current
rate:

Current
1% Decrease Discount Rate 1% Increase
(6.75%) (7.75%) (8.75%)
College's proportionate share
of the net pension liability $ 72641865 $ 52295119 $ 35,088,912

Net Pension Expense — The College’'s operating expenses as reflected in the Statements of Revenues,
Expenses and changes in Net Position for the year ended June 30, 2016 include an amount for net pension
expense as required by GASB 68. This amount was allocated among the functional expense categories as
follows:

Expenses Net Pension Expenses

Before Expense After
Pension Allocation Pension
Instruction and departmental research $25.216.842 ($765241) $24.451.601
Public service 1.779.629 (32,592) 1.747.037
Academic support 5.048.074 (107.699) 4940375
Student services 8188 427 (198,393) 7.990.034
Institutional support 9.343 449 (195,559) 9.147.8%0
Operation and maintenance of facilities 5,767,589 (80,774) 5.686.815
Total educational and general 55.344.010 (1,380,258) 53963752
Auxiliary enterprises 4789.109 (36.844) 4752265
Depreciation 4215599 - 47215599
Total operating expenses $ 64348718 § (1.417.102) § 62931616
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The College's operating expenses as reflected in the Statements of Revenues, Expenses and changes in

Net Position for the year ended June 30, 2015 include an amount for net pension expense as required by
GASB 68. Thisamount was allocated among the functional expense categories as follows:

Expenses Net Pension Expenses

Before Expense After
Pension Allocation Pension
Instruction and departmental research $26.005.043 ($2.035.638) 523969405
Public service 1,548,995 (478,759} 1.070.236
Academic support 4 840555 (76.748) 4 763,807
Student services 71.807.174 (263,135) 7.544.039
Institutional support 10957144 (464, 140) 10,493 004
Operation and mamtenance of facilities 6.970.875 (204.660) 6,766,215
Total educational and general 58.129.786 (3,523,080} 54,606,706
Ausiliary enterprises 5.082.831 (131.567) 4951264
Depreciation 4118654 - 4118654
Total operating expenses $ 67331271 $ (3.654.647) $ 63.676.624

The net pension expense consists of the College's proportion of pension expense for STRS and SERS, as
reflected above, adjusted by the amortization of deferred inflows/outflows of resources related to
pensions.

Note11l: Post-Employment Benefits

State Teachers Retirement System — STRS Ohio administers a pension plan that is comprised of a
Defined Benefit Plan, a self-directed Defined Contribution Plan, and a Combined Plan that is a hybrid of
the Defined Benefit Plan and the Defined Contribution Plan.

Ohio Law authorizes STRS to offer a cost-sharing, multiple-employer health care plan. STRS provides
access to health care coverage to eligible retirees who participated in the Defined Benefit or Combined
Plans. Coverage under the current program includes hospitalization, physician’s fees, prescription drugs
and partial reimbursement of monthly Medicare Part B premiums.

Pursuant to Chapter 3307 of the Revised Code, the Retirement Board has discretionary authority over
how much, if any, of the associated health care costs will be absorbed by STRS. All health care plan
enrollees, for the most recent year, pay a portion of the health care costs in the form of a monthly
premium.
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Under Ohio law, funding for post-employment health care may be deducted from employer contributions.
Of the 14% employer contribution rate, 1% of covered payroll was alocated to post-employment
healthcare for the year ended June 30, 2014. Effective July 1, 2014, 0% of covered payroll was allocated
to post-employment health care. The 14% employer contribution rate is the maximum rate established
under Ohio law. The amounts contributed by the College to fund post-employment health care benefits
for the years ended June 30, 2016, 2015 and 2014 were $-0-, $-0- and $203,332, respectively, equal to the
required contributions each year.

School Employees’ Retirement System — Sections 3309.375 and 3309.69 of the Ohio Revised Code
permit SERS to offer health care benefits to eligible retirees and beneficiaries. SERS Retirement Board
reserves the right to change or discontinue any health plan or program. SERS offers several types of
health plans from various vendors, including HMOs, PPOs, Medicare Advantage and traditiona
indemnity plans. A prescription drug plan is also available to those who elect health coverage. SERS
employs two third-party administrators and a pharmacy benefit manager to manage the self-insurance and
prescription drug plans, respectively. The Ohio Revised code provides statutory authority to fund SERS
postemployment benefits through employer contributions. Active members do not make contributions to
the post-employment benefit plan.

The Health Care Fund was established under, and is administered in accordance with, Internal Revenue
Code Section 105(e). Each year after the allocation for statutorily required pensions and benefits, the
Retirement Board may allocate the remainder of the employer 14% contribution to the Health Care Fund
in accordance with the funding policy. For the year ended June 30, 2016, the health care alocation is
0.0%. An additional health care surcharge on employers is collected for employees earning less than an
actuarialy determined minimum compensation amount, prorated if less than a full year of service was
earned. By statute no employer shall pay a heath care surcharge greater than 2.0% of that employer’s
SERS-covered payroll; nor may SERS collect in aggregate more than 1.5% of the total state-wide SERS-
covered payroll for the health care surcharge. For fiscal year 2016, the minimum compensation level was
established at $23,000. The surcharge, added to the unallocated portion of the 14% employer contribution
rate, is the total amount assigned to the Health Care Fund. The College' s contributions assigned to health
care for the years ended June 30, 2016, 2015 and 2014 were $159,381 $270,296 and $155,873,
respectively; 0.0%, 100.0% and 100.0%, respectively, were contributed by the College, and the remaining
balance is an accrued liability.

The SERS Retirement Board establishes the rules for premiums paid by the retirees for heath care
coverage for themselves and their dependents or for their surviving beneficiaries. Premiums vary
depending on the plan selected, qualified years of service, Medicare eligibility and retirement status.

Note12: Lake County Schools Health Care Consortium
Effective November 1, 2001, the College joined the Lake County Schools Council (LCSC). Under state
law, the LCSC was formed as a council of governments and includes a number of the boards of education

in Lake County. The purpose of the LCSC isto undertake ajoint program for the provision of health care
benefits to the employees of those districts and their eligible dependents, as well as fostering cooperation
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Note12: Lake County Schools Health Care Consortium (continued)

among districts, from time to time, in other areas of educational services. As a related but separate
agreement, the LCSC maintains a health care benefits consortium (the “Consortium™).

The Consortium allows each political district to maintain its current plan designs (through selected
providers) and allows efficiencies and economic benefits to occur through the group’s buying power. The
College, as well as the other LCSC members, utilizes the LCSC as its health care benefits administrator.
The LCSC in turn manages various health care benefit organizations to deliver those services.

Since its inception, LCSC has built up its net assets and LCSC members are responsible for funding and
setting aside reserves to pay its various health care benefit obligations. As part of joining the LCSC, the
College' s Board of Trustees authorized payment to the LCSC in the amount of $680,239 as the College's
assessment for inclusion in the LCSC’ s healthcare benefits program as a member of equal standing. The
assessment was in two equal installments (at inception on November 1, 2001 and on November 1, 2002).
The entire assessment was expensed in fiscal year 2002 since the assessment is not guaranteed to be
refunded to the College should the College at any time voluntarily withdraw from the LCSC.

Under its agreements and bylaws, the Consortium’s fiscal year-ends each June 30 and the treasurer of the
LCSC is a position appointed by the board of directors of the LCSC. Prior to the beginning of each fiscal
year, health care program and related costs and adjustments (program costs) are estimated and allocated to
each member as a required contribution for that fiscal year. If contributions are insufficient to pay actual
program costs during any fiscal year, members may be required to share in those additional costs or
deficiencies during that fiscal year. The LCSC has purchased a stop-loss insurance policy with a
maximum loss of $500,000 per claimant. LCSC net assets at June 30, 2016 (unaudited) amounted to $6.7
million. The LCSC audit report is available at the Ohio Auditor of State website (https://ohicauditor.gov)
or upon request.

Note13: Risk Management

On November 1, 2011, the College joined with seven other state-assisted community colleges in Ohio to
form an insurance-purchasing pool for the acquisition of commercial property, casualty, and general
liability insurance. The College pays annual premiums to the pool for coverage based on its percentage of
the total insurable value to the pool. There are twelve membersin the pool as of June 30, 2016.

Through the normal course of operations, the College is occasionally named as a defendant in legal
actions and claims. In the opinion of management and legal counsel, any liability which may ultimately
be incurred will not have a material adverse effect on the financial condition of the College. The College
purchases commercial insurance to cover general liability losses.
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Note14: Subsequent Event

On December 1, 2016, the College's Board of Trustees approved a Resolution authorizing the College to
issue up to $10 million in ten-year tax anticipation notes. The proceeds will be used for Heath
Technologies Building renovation and expansion project. The College expects to close on this transaction
in January, 2017.

Note15: Discretely Presented Component Unit
1: Natureof Activities

The Lakeland Foundation (the “Foundation”) was formed in 1981 to obtain private financing support for
the promotion of excellence at Lakeland Community College (LCC) and operates for the benefit and is a
component unit of the College. The Foundation provides scholarships, support, and loans to financialy
disadvantaged students, students demonstrating excellent academic abilities, and students meeting criteria
of specific donor stipulations. The Foundation also provides support to specific educational departments
and programs of the College. The accounting records for the Foundation are maintained at the College in
Kirtland, Ohio. Certain administrative expenses of the Foundation are paid directly by the College.

The Foundation serves as fiscal agent for Partners in Science Excellence (PSE). PSE is a separate
organization with its own board. The cash on hand and due to PSE is reflected on the statement of
financial position as “Cash held for others” and “ Due to custodial funds.”

The Foundation’s primary sources of revenue are endowment income and public support through grants
and donations from individuals, corporations, foundations, and trusts located primarily in northeastern
Ohio.

2: Summary of Significant Accounting Policies

Basis of Accounting

The accompanying financial statements are presented on the accrual basis of accounting in accordance
with accounting principles generally accepted in the United States of America.

Basis of Presentation

The Foundation follows authoritative guidance issued by the Financial Accounting Standards Board
(FASB) which established the FASB Accounting Standards Codification (ASC) as the single source of
authoritative accounting principles generally accepted in the United States of America.

The accompanying financial statements have been prepared on the accrual basis of accounting. Net assets
and revenues, expenses, gains, and losses are classified based on the existence or absence of donor-
imposed restrictions. Accordingly, net assets of the Foundation and changes therein are classified and
reported as follows:
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Note 15: Discretely Presented Component Unit (continued)
2: Summary of Significant Accounting Palicies (continued)
e Unrestricted Net Assets— Net assets that are not subject to donor-imposed stipulations.

e Temporarily Restricted Net Assets — Net assets subject to donor-imposed stipulations that can
be fulfilled by actions of the Foundation pursuant to those stipulations or that expire by the

passage of time.

e Permanently Restricted Net Assets — Net assets subject to donor-imposed stipulations that they
be maintained in perpetuity by the Foundation. Generally, the donors of such assets permit the
Foundation to use al or part of the income earned on the assets for general or specific purposes.

Comparative Financia Statements

The financial statements include certain prior-year comparative total amounts. Such comparative total
amounts do not include sufficient detail to constitute a presentation in conformity with accounting
principles generally accepted in the United States of America. Accordingly, such amounts should be read
in conjunction with the Foundation’s financia statements for the year ended June 30, 2015, from which
the comparative total amounts were derived.

Use of Estimates
The preparation of financial statementsin conformity with accounting principles generally accepted in the
United States includes the use of estimates that affect the financial statements. Accordingly, actual results
could differ from those estimates.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash equivalents include time deposits and certificates of
deposit. Money market investments are considered investments.

Concentrations of Credit Risk

Financial instruments which potentially subject the Foundation to concentrations of credit risk consist of
cash and cash equivalents, investments, and pledges receivable.

The Foundation has significant investments in equity and debt securities and is, therefore, subject to
concentrations of credit risk. Investments are managed by investment advisors who are overseen by a
committee. Though the market value of investments is subject to fluctuations on a year-to-year basis, the
committee believes that the investment policy is prudent for the long-term welfare of the Foundation.

Credit risk with respect to pledges receivable is limited due to the number and credit worthiness of the
foundations, corporations, governmental units, and individual s who comprise the contributor base.
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Note 15: Discretely Presented Component Unit (continued)
2: Summary of Significant Accounting Palicies (continued)

At various times during the year ended June 30, 2016, the Foundation’s cash in bank balances may have
exceeded the federal insured limits.

Investments
Investments in marketable securities are stated at fair market value.

The Foundation’s practice with respect to contributions of equity securities is to sell the securities upon
receipt for their current fair market value.

Contributions

The Foundation accounts for donations in accordance with ASC 958. Contributions, including
unconditional promisesto give, are recognized as revenue in the period received. Conditional promisesto
give are not recognized until they become unconditional; that is, when the conditions upon which they
depend are substantially met. Contributions of assets other than cash are recorded at their estimated fair
value. Contributions to be received after one year are discounted at an appropriate discount rate
commensurate with the risk involved. Amortization of discounts is recorded as additional contribution
revenue in accordance with donor-imposed restrictions, if any, on the contributions.

Tax Status

The Foundation is a nonprofit organization as described in Section 501(c)(3) of the Internal Revenue
Code and is exempt from federal income taxes on related income pursuant to Section 501(a) of the Code.

The Foundation accounts for income taxes in accordance with the “Income Taxes’ topic of the FASB
ASC. Uncertain income tax positions are evaluated at least annually by management. The Foundation
classifies interest and penalties related to income tax matters as income tax expense in the accompanying
financial statements. As of June 30, 2016, the Foundation has identified no uncertain income tax
positions and has incurred no amounts for income tax penalties and interest for the year then ended.

The Foundation files its Form 990 in the U.S. federa jurisdiction and the office of the state's attorney
general for the State of Ohio.

Pledges Receivable

Pledges receivable are funds primarily committed as part of the mgjor gifts campaign. The Foundation
provides for uncollectible pledges receivable using the alowance method. Management estimates an
allowance based on an aging schedule and a calculation using past due pledges receivable. Pledges
receivable past due less than one year use an alowance percentage of 50% of the past due amount and
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Note 15: Discretely Presented Component Unit (continued)
2: Summary of Significant Accounting Palicies (continued)

pledges receivable past due greater than one year use an allowance percentage of 100% of the past due
amount. Pledges receivable are written-off when they are determined to be uncollectible.

Loans Receivable

Loans receivable are funds committed to qualifying students in the C. Schell Loan Program. This
revolving student loan program grants interest-free loans with various repayment terms. The Foundation
provides for uncollectible loans receivable using the allowance method. Management estimates an
allowance based on historical collection percentages, an aging schedule, and a calculation based on
maturity dates of individual loans. Loans receivable are written-off when they are determined to be
uncollectible.

Donated Administrative Expenses

Certain administrative functions of the Foundation are performed by administrative employees of
Lakeland Community College at no charge to the Foundation. The value of these services is not
recognized in these financial statements.

Donated Fundraising Expenses

Significant time has been provided by many volunteers in fundraising activities, however, these donated
services are not reflected in the financial statements since the services do not require specialized skills.

Subseguent Events

The date to which events occurring after June 30, 2016 have been evaluated for possible adjustment to the
financial statements or disclosure is October 31, 2016, which is the date on which the financial statements
were available to be issued. No events were identified that would require adjustment to or disclosure in
the financial statements.
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Note 15: Discretely Presented Component Unit (continued)

3: Investments

Investments are recorded at fair value. The historical cost and fair value at June 30, 2016 and 2015 were

as follows:
2016 2015
Far Far
Cost Value Cost Vaue
Debt securities:
Corporate bonds $ 442520 $ 444,063 $ 509,986 $ 507,577
International bonds 19,963 20,032 20,399 20,237
Mutual funds:
Fixed-income mutual funds 735,187 708,169 705,141 691,279
Large cap equity 1,049,181 1,002,899 1,008,344 1,021,519
Mid cap equity 703,279 669,114 665,161 681,857
Domestic mutual funds 358,656 361,704 300,611 301,253
I nternational mutual funds 478,221 446,254 465,614 488,015
International fixed-income 174,711 157,877 169,230 164,626
Alternative assets 171,534 167,845 166,667 167,505
Emerging markets equities 100,361 89,827 99,774 99,259
Money market/cash and reserves 64,820 64,820 66,972 66,972
$_ 4298433 $_ 4132604 $_ 4177899 $_ 4,210,099

Fair Value of Financial Instruments — The Foundation adopted applicable sections of ASC 820: Fair
Value Measurements and Disclosures for financial assets and financial liabilities. In accordance with
ASC 820, fair value is defined as the price the Foundation would receive to sell an asset or pay to transfer
aliability in atimely transaction with an independent buyer in the principal market, or in the absence of a
principal market the most advantageous market for the asset or liability. ASC 820 establishes a three-tier
hierarchy to distinguish between (1) inputs that reflect the assumptions market participants would use in
pricing an asset or liability developed based on market data obtained from sources independent of the
reporting entity (observable inputs) and (2) inputs that reflect the reporting entity’s own assumptions
about the assumptions market participants would use in pricing an asset or liability developed based on
the best information available in the circumstances (unobservable inputs) and to establish classification of
fair value measurements for disclosure purposes. Various inputs may be used in determining the value of
the Foundation’ sinvestments. The inputs are summarized in the three broad levels bel ow:
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Note 15: Discretely Presented Component Unit (continued)
3: Investments (continued)
Level 1 —quoted pricesin active markets for identical assets and liabilities

Level 2 — other significant observable inputs (including quoted prices for similar assets and liabilities,
interest rates, credit risk, etc.)

Level 3 — significant unobservable inputs (including the Foundation’s own assumptions in determining
the fair value of the assets and liabilities)

The input or methodology used for valuing securities is not necessarily an indication of the risk associated
with maintaining those investments.

The following is a summary of the inputs used as of June 30, 2016, in valuing the Foundation's
investments carried at fair value:

Level 1 Level 2 Level 3 Totd
Debt securities:
Corporate bonds $ - $ 444063 $ - $ 444,063
International bonds - 20,032 - 20,032
Mutual funds:
Fixed-income mutual funds 708,169 - - 708,169
Large cap equity 1,002,899 - - 1,002,899
Mid cap equity 669,114 - - 669,114
Domestic mutual funds 361,704 - - 361,704
I nternational mutual funds 446,254 - - 446,254
International fixed-income 157,877 - - 157,877
Emerging markets equities 89,827 - - 89,827
Alternative assets 167,845 - - 167,845
Money market/cash and reserves 64,820 - - 64,820
I nvestments $_ 3668509 $_ 464,09 $ - $_ 4132604

The Foundation’s municipal bonds and corporate bonds are valued based on bid-side quotations from
dedlers, or if abond has not been traded recently, it is valued using a “matrix-based” pricing model. This
pricing model analyzes bonds with similar attributes from the same issuer or other issuers.
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Note 15: Discretely Presented Component Unit (continued)
4: Net Assets

Unrestricted Funds

These funds have no donor-imposed stipulations and the funds are used for general operating purposes
deemed necessary by the Board of Directors.

Temporarily Restricted Funds

The Foundation has funds which have been designated temporarily restricted. These funds include
private and corporate contributions and earnings on the endowment funds which have been temporarily
restricted for specific purposes. Earnings on investments of these funds are included in the unrestricted
funds unless such earnings have been stipulated as temporarily restricted by donors.

Temporarily restricted net assets are available for the following purposes as of June 30, 2016 and 2015:

2016 2015
Scholarships $ 832,846 $ 874,215
Loans (Note 6) 117,464 18,044
Educational and related programs 333,663 432,789
Portion of endowment fund classified as temporarily restricted 664,162 847,722
Total temporarily restricted net assets $_1948135 $_ 2,172,770

Net assets were released from donor restrictions by incurring expenses satisfying the purpose restriction
specified by donors or transferred in accordance with donor intentions as follows:

2016 2015

Scholarships $ 472,047 $ 550,824
Loans (Note 6) 580 329
Educational and related programs 212,868 289,415
Administration/fundraising 105,754 43,661
Transferred — permanently restricted 12,497 32,438
Transferred — undesignated 24,417 21,016

Total net assets released from donor restrictions or transferred $ 828,163 $ 937,683
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Note 15: Discretely Presented Component Unit (continued)
4: Net Assets (continued)

Permanently Restricted Funds

The endowment fund includes contributions restricted in perpetuity or for terms designated by the donor.
Earnings on investments of the endowment fund are classified as temporarily restricted net assets.
However, the earnings may be used for current purposes of the Foundation. A magjority of endowment
activity isrestricted for the use of scholarships.

Net Asset Classification of Endowment Funds

As required by accounting principles generally accepted in the United States of America, net assets
associated with endowment funds, including board-designated funds, are classified and reported based on
the existence or absence of donor-imposed restrictions.

The Board of Directors of the Foundation has interpreted the State Prudent Management of Institutional
Funds Act (SPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date
of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As aresult of
this interpretation, the Foundation classifies as permanently restricted net assets (a) the original value of
gifts donated, (b) the origina value of subsequent gifts, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the time the
accumulation is added to the fund. The remaining portion of the donor-restricted endowment fund that is
not classified in permanently restricted net assets is classified as temporarily restricted net assets until
those amounts are appropriated for expenditure by the Foundation in a manner consistent with the
standards of prudence by SPMIFA. In accordance with SPMIFA, the Foundation considers the following
factors in making a determination to appropriate donor-restricted endowment funds:

(1) Preservation of the fund

(2) The purpose of the Foundation and the donor-restricted endowment fund
(3) General economic conditions

(49 Theinvestment policies of the Foundation

(5) Theexpected total return from income and the appreciation of investments
(6) Other resources of the Foundation

(7) Theinvestment policies of the Foundation
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Note 15: Discretely Presented Component Unit (continued)
4: Net Assets (continued)
Endowment Net Asset Composition by Type of Fund as of June 30, 2016:

Temporarily  Permanently

Unrestricted Restricted Restricted Total
Donor-restricted endowment funds $ (4,469) $ 664,162 $ 2,583,272 $ 3,242,965
Board-designated endowment funds 25,003 - - 25,003
Total funds $ 20534 $ 664,162 $_ 2583272 $_ 3,267,968

Changesin Endowment Net Assets for the Fiscal Y ear Ended June 30, 2016:

Temporarily  Permanently

Unrestricted Restricted Restricted Total

Endowment net assets,

beginning of year $ - $ 847,722 $ 2467458 $ 3,315,180
Investment return:

Interest and dividends - 54,775 - 54,775

Net realized and unrealized gain (4,469) (122,377) - (126,846)
Total investment return (4,469) (67,602) - (72,071)
Contributions - 31,241 103,317 134,558
Appropriation of endowment assets

for expenditure - (105,937) - (105,937)
Management fee - (16,259) - (16,259)
Transfers 25,003 (25,003) 12,497 12,497
Endowment net assets,

end of year $ 20,534 $ 664,162 $_ 2583272 $ 3,267,968
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Note 15: Discretely Presented Component Unit (continued)
4: Net Assets (continued)

Below is a reconciliation of permanently restricted net assets included in the endowment fund to total
permanently restricted net assets:

2016
Permanently restricted net assets within the endowment fund $ 2,583,272
Permanently restricted contributions included in pledges receivable 6,042
Total permanently restricted net assets $_ 2,589,314

The temporarily restricted endowment includes $352,596 of endowment new assets that by the donor’s
restrictions are temporarily restricted. The Board of Directors has determined that the donations will be
maintained similar to a permanent endowment.

Funds with Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment funds
may fal below the level that the donor or SPMIFA requires the Foundation to retain as a fund of
perpetua duration. In accordance with accounting principles generally accepted in the United States of
America, deficiencies of this nature that are reported in unrestricted net assets were $4,469 as of June 30,
2016.

Return Objectives and Risk Parameters

The Foundation has adopted investment and spending policies for the endowment fund. The policy goal
for the Foundation’s endowment investment portfolio is to provide a real total return that preserves the
purchasing power of the endowment assets, while providing an income stream to support the
Foundation's activities in support of Lakeland Community College. Assets for the investment pool
include those assets of donor-restricted funds that the Foundation must hold in perpetuity. The
Foundation engages an investment manager whose performance is measured against respective
benchmarks. The endowment’s real total return is sought from an investment strategy that provides an
opportunity for superior total returns within acceptable levels of risk and volatility. The Foundation
recognizes that risk (i.e., the uncertainty of future events), volatility (i.e., the potential for variability of
asset values), and the potential loss in purchasing power due to inflation are present to some degree with
al types of investment vehicles. While high levels of risk are to be avoided, the assumption of a
moderate level of risk is warranted and encouraged in order to allow the investment portfolio the
opportunity to achieve satisfactory results consistent with the objectives and character of the portfolio.
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4: Net Assets (continued)

Strategies Employed for Achieving Objectives

For the long-term (defined as a rolling five-year period), the primary investment objective for the
endowment portfolio is to earn a total return (net of portfolio management and custody fees) within
prudent levels of risk, which is sufficient to maintain in real terms the purchasing power of the
endowment’ s assets and support a desired annual spending policy of up to 4.5% of the five-year average
of the market value of the endowment portfolio.

The Foundation's asset allocation guidelines are reviewed periodically by the Foundation Investment
Committee with changes approved by the Board of Directors. The portfolio’s mgjor allocation guidelines
allow an alocation of the portfolio to be invested in equity securities. Remaining portfolio funds may be
invested in fixed-income, alternatives, or cash equivalent securities.

Portfolio Allocation — Strategic Target and Tactical Range

Low Target High
Equities 60% 67% 80%
Fixed-income 20% 26% 40%
Alternatives 0% 5% 10%
Cash equivalents 0% 2% 10%
100%

Spending Policy

The Lakeland Foundation spending policy is based on atotal return approach in order to maintain stable
cash flows over an extended period of time, to protect endowment funds against inflation, and to preserve
the purchasing power of endowment funds by improving investment growth and management. The
spending policy allows up to a maximum of 4.5% of the five-year average market value of a designated
endowment fund. Spending may include net realized gains earnings over that five-year period and is
offset by any previously designated spending amounts. All returns (gains, losses, and income-net of
external and internal fees and previously designated spending amount) above 4.5% will be reinvested in
the endowment fund’s portfolio. The spending policy is closely monitored by the Investment Committee
and recommendations for any changes are forwarded to the Executive Committee and full Board for
review and approval.
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5: Pledges Receivable
Pledges were discounted to their net present value assuming their respective terms (up to five years) and a

discount rate of 6%. The pledges receivable, net as of June 30, 2016 are scheduled to be collected as
follows:

Pledges receivable:
Payable within one year $ 71,474
Payablein oneto five years 1,140
Total pledges receivable 72,614
Less. discount to net present value (7,522)
Less: alowance for uncollectible pledges (5,343)
Pledges receivable, net at June 30, 2016 $ 59,749

6: Loans Receivable

As of June 30, 2016 and 2015, loans receivable totaled $92,631 and $95,357, respectively. During the
fiscal year ended June 30, 2016, $-0- was distributed to qualifying students in a revolving student loan
from the C. Schell Loan Program. The loans are interest-free and have various repayment terms. During
the fiscal year ended June 30, 2016, $2,726 had been repaid. Repayment of the outstanding loans is poor
primarily because, as a condition of the loan program, repayment is not to impose an undue burden on the
borrower. The related allowance for uncollectible loans is $89,186 and $88,606 at June 30, 2016 and
2015, respectively.

7: Related-Party Transactions

The College made distributions to the Foundation of $118,550 and $142,397 for the years ended June 30,
2016 and 2015, respectively. The Foundation distributed $830,322 and $916,415 during the years ended
June 30, 2016 and 2015, respectively, to the College. The Foundation also distributed $2,100 and
$18,850 in Gifts-in-Kind during the years ended June 30, 2016 and 2015, respectively. The Foundation
had receivables from the College of $-0- and $530 as of June 30, 2016 and 2015, respectively. The
Foundation had payables to the College of $5,680 and $5,805 as of June 30, 2016 and 2015, respectively.
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Schedule of the College's Proportionate Share of the Wet Pension Liability

School Employees Retirement System of Ohio
Last Three Fiscal Years (1}

College's Proportion of the Net Pension Liability
College's Proportionate Share of the Net Pension Liability

College's Covered-Employee Payroll

College's Proportion of the Net Pension Liability as a Percentage of

its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability

(1) Information prior to 2013 is not available.
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2015 2014 2013
0.5141958% 0.515765% 0.515765%
$ 29340511 26102573 § 30680084
$ 15874543 14987079 § 15246314

184.83% 174.17% 201.23%

69.16% 71.70% 65.52%



L ake County Community College District

d/b/a Lakeland Community College

Required Supplementary I nformation

Schedule of the College's Proportionate Share of the Net Pension Liability
State Teachers Retirement System of Ohio

Last Three Fiscal Years (1)

College's Proportion of the Wet Pension Liability
College's Proportionate Share of the Net Pension Liability
College's Covered-Employee Payroll

College's Proportion of the Net Pension Liability as a Percentage of
its Covered-Employee Payroll

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability

(1) Information prior to 2013 is not available.
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2015 2014 2013

0.18922089%  0.20366947%  0.20366947%
§ 52295119 § 493539464 §  3B.852.165

§ 19396064 3§ 21897238 § 22702385

269.62% 226.24% 259.23%

72.10% T74.70% 69.30%
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Required Supplementary | nformation

Schedule of the College's Contributions
School Employees Retirement System of Ohio
Last Ten Fiscal Years

2016 2015 2014 2013 2012 201 2010 2009 2008 2007

Contractually Required Contributions § 2279593 § 2092265 § 2077209 § 1997267 § 2061714 § 1793767 § 1866180 § 1347718 § 1285062 § 1453849

Contributions in Relation to Contractually Required Contributions ~ (2279593)  (2.092.265)  (2077209)  (1997267)  (2.061714)  (1793767)  (1866.180) (1347718)  (1285062)  (1453849)

Contribution Deficiency (Excess) 5 - 8 -4 - 5 - 3 -4 - 5 - 5 - % - %
College Covered-Emplovee Payroll $ 16282807 § 15874543 § 14987079 § 15246314 § 16233971 § 15188543 § 14602350 § 14826379 § 14029064 § 13612821
Contribution as a Percentage of Covered-Employee Payroll 14.00% 13.18% 13.86% 13.10% 12.70% 11.81% 12.78% 9.09% 9.16% 10.68%
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Schedule of the College's Contributions
State Teachers Retirement System of Ohio
Last Ten Fiscal Years

2016 2015 2014 2013 2012 2011 2010 2009 2008 2007

Contractually Required Contributions § 2651831 § 1715449 § 2846641 § 2951310 § 3095012 § 3004055 § 2923450 § 2815994 § 2697403 § 2388544

Contributions in Relation to Contractually Required Contribuions ~~ (2651831)  (2715449)  (2846641)  (2951310)  (3095012)  (3004055)  (2923450) (2815994)  (2697403)  (2388544)

Contribution Deficiency (Excess) § - 5 - 5 - 5 - 5 - 5 - 5 - 3 - 5 - 5
College Covered-Employee Payrol § 18941650 § 19396064 § 21897238 § 22702385 § 23807785 § 23108115 § 22488077 § 21661492 § 20749254 § 18373415
Contribution as a Percentage of Covered-Employee Payroll 14.00% 14.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00% 13.00%
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Independent Auditor’s Report on Internal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Board of Trustees

Lake County Community College District
d/b/a Lakeland Community College
Kirtland, Ohio

We have audited, in accordance with the 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, the financial statements of the business-type activities and
the aggregate discretely presented component unit of the Lake County Community College District d/b/a
Lakeland Community College (the “College™), as of and for the year ended June 30, 2016, and the related
notes to the financial statements, which collectively comprise the College’s basic financial statements, and
have issued our report thereon dated December 20, 2016, wherein we noted that the College implemented
Governmental Accounting Standards Board (GASB) Statement No. 72, Fair Value Measurement and
Application. These changes were incorporated in the College’s 2016 financial statements; however, there
was no effect on beginning net position.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the College’s internal control
over financial reporting (internal control) to determine the audit procedures that are appropriate in the
circumstances for the purpose of expressing our opinions on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the College’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the College’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the College’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material weaknesses
or significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.
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Board of Trustees
Lake County Community College District
d/b/a Lakeland Community College

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the College’s internal control
or on compliance. This report is an integral part of an audit performed in accordance with Government

Auditing Standards in considering the College’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Comme + Pamiehe e

Cleveland, Ohio
December 20, 2016
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Independent Auditor’s Report on Compliance for Each Major Program;
Report on Internal Control over Compliance Required by the Uniform Guidance;
and Report on the Schedule of Expenditures of Federal Awards Required by the
Uniform Guidance

Board of Trustees

Lake County Community College District
d/b/a Lakeland Community College
Kirtland, Ohio

Report on Compliance for Each Major Federal Program

We have audited the Lake County Community College District d/b/a Lakeland Community College’s
(the “College”) compliance with the types of compliance requirements described in the OMB Compliance
Supplement that could have a direct and material effect on the College’s major federal program for the year
ended June 30, 2016. The College’s major federal program is identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and conditions of
its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the College’s major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the College’s compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the major federal
program. However, our audit does not provide a legal determination of the College’s compliance.
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Board of Trustees
Lake County Community College District
d/b/a Lakeland Community College

Opinion on Each Major Federal Program

In our opinion, the College, complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on the major federal program for the year ended
June 30, 2016.

Report on Internal Control over Compliance

Management of the College, is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our
audit of compliance, we considered the College’s internal control over compliance with the types of
requirements that could have a direct and material effect on its major federal program to determine the
auditing procedures that are appropriate in the circumstances for the purpose of expressing an opinion on
compliance for its major federal program and to test and report on internal control over compliance in
accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
College’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis. A material weakness in internal control over compliance is a deficiency,
or combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or a combination of deficiencies, in internal control over compliance with a type
of compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies in
internal control over compliance that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.
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Board of Trustees
Lake County Community College District
d/b/a Lakeland Community College

Report on the Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the business-type activities and the aggregate discretely
presented component unit of the College as of and for the year ended June 30, 2016, and the related notes to
the financial statements, which collectively comprise the College’s basic financial statements. We issued our
report thereon dated December 20, 2016, which contained unmodified opinions on those financial
statements, wherein we noted that the College implemented Governmental Accounting Standards Board
(GASB) Statement No. 72, Fair Value Measurement and Application. These changes were incorporated in
the College’s 2016 financial statements; however, there was no effect on beginning net position. Our audit
was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
basic financial statements. The accompanying schedule of expenditures of federal awards is presented for
purposes of additional analysis as required by the Uniform Guidance and is not a required part of the basic
financial statements. Such information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the schedule of expenditures of federal
awards is fairly stated in all material respects in relation to the basic financial statements as a whole.

Coume + Pamiehs, e

Cleveland, Ohio
December 20, 2016
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L ake County Community College District
d/b/a Lakeland Community College
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2016

Pass-Through
CFDA Entity Project/ Fiscal year 2016
Federal Agency/Pass-through-Agency/Program Title Number Grant Number Expenditures
U.S Department of Education:
Student Financial Aid Cluster -
Federal Pell Grant Program 84.063 P063P102857 $ 9,832,449
Federal Work Study Program 84.033 PO033A 106053 203,183
Federal Supplemental Educational
Opportunity Grant Program 84.007 PO07A 106053 199,467
Federal Direct Student Loans Program 84.268 N/A 13,469,909
Total SFA Cluster 23,705,008
U. S. Department of Education - Passed through the Ohio Department
of Education:
Career and Technical Education -- Basic Grants to States 84.048 063347-20C3-2009 155,092
Total U.S. Department of Education 23,860,100
U.S. Department of Labor:
WIA Cluster Passed through the Ohio Department of Job and Family
Services - Job Training Partnership Act:
WIA Dislocated Workers 17.260 G-1011-15-0262 30,284
WIA Adult Program 17.258 G-1213-15-5107 496
Total WIA Cluster 30,780
Passed through Lorain County Community College:
Trade Adjustment Assistance Community College and Career Training(TAACCCT) Grants 17.282 TC-26435-14-60-A-39 303,598
Total U.S. Department of Labor 334,378
Other Federal Programs:
U.S Department of Commerce
Manufacturing Extension Partnership 11.611 N/A 153,591
Development Services Agency
Small Business Development Centers (SBDC) 59.037 OSBDC-2016-01 124,139
U.S Department of Defense-Passed through Defense Logistics Agency (DLA)
Procurement Technical Assistance for Business Firms (PTAC) 12.002 N/A 68,543
Total Other Federal Programs 346,273
Total Expenditures of Federal Awards $ 24,540,751

The notes to the schedule of expenditures of federal awards are an integral part of this schedule.
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Lake County Community College District
d/b/a Lakeland Community College

Notes to Schedule of Expenditures of Federal Awards

For the Year Ended June 30, 2016

Note 1: Significant Accounting Policies

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the federal grant
activity of Lake County Community College District d/b/a Lakeland Community College (the “College”)
under programs of the federal government for the year ended June 30, 2016. Expenditures reported on the
Schedule are reported on the same basis of accounting as the basic financial statements.

Because the Schedule presents only a selected portion of the operations of the College, it is not intended to,
and does not, present the financial position, changes in net assets, or cash flows of the College. Pass-through
entity identifying numbers are presented where available.

Note 2: Federal Direct Student Loans

During the fiscal year ended June 30, 2016, the College processed new loans under the Federal Direct
Student Loan Program. The amount shown in the accompanying schedule of expenditures of federal awards
reflects the fiscal year amount certified by the College.

Note 3: Indirect Cost Rate

No indirect costs were charged to federal grants; therefore, no indirect cost rate was established.
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Lake County Community College District
d/b/a Lakeland Community College

Schedule of Findings and Questioned Costs

For the Year Ended June 30, 2016

1. Summary of Auditor’s Results

(DDA Type of Financial Statement Opinion Unmodified
(d)(1)(ii) Were there any material control weaknesses reported at the

financial statement level (GAGAS)? No
(d)(1)(ii) Were there any significant deficiencies in internal control

reported at the financial statement level (GAGAS)? No
(d)(1)(1ii) Was there any reported material noncompliance at the

financial statement level (GAGAS)? No
(d)(1)(iv) Were there any material internal control weaknesses reported

for major federal programs? No
(d)(1)(iv) Were there any other significant deficiencies in internal

control reported for major federal programs? No
(D)D) (v) Type of Major Programs’ Compliance Opinion Unmodified
(d)(1)(vi) Are there any reportable findings under Section .510? No
(d)(1)(vii) | Major Programs Student Financial Aid Cluster:

CFDA # 84.063, 84.033,
84.007, 84.038, 84.268, 93.364
(d)(1)(vii1) | Dollar Threshold: Type A/B Programs Type A: >$750,000
Type B: All Others
(dD(1)(ix) Low Risk Auditee? Yes
2. Findings Related to the Financial Statements
Required To Be Reported In Accordance With GAGAS
None noted.
3. Findings for Federal Awards
None noted.
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Dave Yost - Auditor of State

LAKELAND COMMUNITY COLLEGE
LAKE COUNTY
CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
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