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STATE OF OHIO
OFFICE OF THE AUDITOR

JiM PETRO, AUDITOR OF STATE

Board of Trustees
Owens Community College
Toledo, OH

88 East Broad Street

P.O. Box 1140

Columbus, Ohio 43216-1140

Telephone 614-466-4514
800-282-0370

Facsimile 614-466-4490

We have reviewed the Independent Auditor's Report of the Owens Community College, Wood
County, prepared by KPMG LLP, for the audit period July 1, 1998 to June 30, 1999, Based upon
this review, we have accepted these reports in lieu of the audit required by Section 117.11,

Revised Code. The Auditor of State did not audit the accompanying financial statements and,

accordingly, we are unable to express, and do not express an opinion on them.

Our review was made in reference to the applicable sections of legislative criteria, as reflected by

the Ohio Constitution, and the Revised Code, policies, procedures and guidelines of the Auditor
of State, regulations and grant requirements. The Owens Community College is responsible for

compliance with these laws and regulations.

) /V%
IM PETRO

ditor of State

February 1, 2000



Suite 1200
150 West Jefferson
Detroit, M| 48226-4428

Independent Auditors’ Report

The Board of Trustees }
Owens Community College:

We have audited the accompanying balance sheets of Owens Community College (the College), a
component unit of the State of Chio, as of June 30, 1999 and 1998, and the related statements of changes
in fund balances and current funds revenues, expenditures, and other changes for the years then ended.
These financial statements are the responsibility of the College’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Owens Community College as of June 30, 1999 and 1998, and the changes in its
fund balances and its current funds revenues, expenditures, and other changes for the years then ended, in
conformity with generally accepted accounting principles.

In accordance with Govermment Auditing Standards, we have also issued a report dated December 15,
1999 on our consideration of Owens Community College’s internal control over financial reporting and
our tests of its compliance with certain provisions of laws, regulations, contracts, and grants.

The Year 2000 supplementary information on page 16 is not a required part of the financial statements
but is supplementary information required by the Governmental Accounting Standards Board, and we did
not audit, and do not express an opinion on, such information. Further, we are unable to apply to the
information certain procedures prescribed by professional standards because of the nature of the subject
matter underlying the disclosure requirements and because sufficiently specific criteria regarding the
matters to be disclosed have not been established. In addition, we do not provide assurance that the
College is or will become Year 2000 compliant, that the College’s Year 2000 remediation efforts will be
successful, in whole or in part, or that parties with whom the College does business will become Year
2000 compliant.

As discussed in note 6 to the financial statements, the College adopted the provisions of Governmental
Accounting Standards No. 32, Accoumting and Financial Reporting for Internal Revenue Code Section
457 Deferred Compensation Plans, in 1999.

KPMe P

December 15, 1999

.. EPMG LLR KPMG LLP a US timied bability partrership. is
a mprnhoe ot KPMG Internstional a Swiss paseestion.
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1)

OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Notes to the Financial Statements

June 30, 1999

Summary of Significant Accounting Policies

(a)

(®)

©

Organization

Owens Community College (the College) was_created pursuant to section 3357 of the Ohio
Revised Code. In November 1993, the Chio Board of Regents approved changing the status of
the College from a technical college to a community college, pursuant to section 3358 of the Chio
Revised Code. Subsequent to June 30, 1994, the College changed its legal name to Owens State
Community College, but operates under the name Owens Community College. The College’s
purpose is to provide instruction in post-secondary education programs to residents of the
College’s district. Students who satisfactorily complete such programs receive associate degrees
or certificates in liberal arts and sciences, technical, or professional fields.

The College is a component unit of the State of Ohio (the State). The accompanying financial
statements comply with the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 14 in that the financial statements include those activities and functions over which
the State is financially accountable. Financial accountability is defined as the appointment of a
voting majority of the component unit’s Board and either (1) the State’s ability to mmpose its will
over the component unit, or (2) the possibility that the component unit will provide a financial
benefit or impose a financial burden on the State. The College does not have any component unit,

Financial Statement Presentation

The financial statements of the College have been prepared on the accrual basis in accordance
with generally accepted accounting principles.

The statements of current funds revenues, expenditures, and other changes are statements of
financial activities of current funds related to the current reporting periods. They do not purport to
present the results of operations or the net income or loss for the periods as would statements of
mncome or statements of revenues and cxpenses.

Fund Accounting

In order to ensure observance of limitations and restrictions placed on the use of the resources
available to the College, the accounts of the College are maintained in accordance with the
principles of “fund accounting.” This is the procedure by which resources for various purposes
are classified for accounting and reporting purposes into funds that are in accordance with
activities or objectives specified. Separate accounts are maintained for each fund; however, in the
accompanying financial statements, funds that have similar characteristics have been combined
into fund groups.

Within each fund group, fund balances restricted by outside sources are so indicated and are
distinguished from unrestricted funds allocated to specific purposes by action of the board of
trustees. Externally restricted funds may only be utilized in accordance with the purposes
established by the source of such funds and are in contrast with unrestricted funds, over which the
governing board retains full control to use in achieving any of its institutional purposes,

7 (Continued)



(d)

(e

®

(h)

@)

OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Notes to the Financial Statements

June 30, 1999

All gains and losses arising from the sale, collection, or other disposition of investments or other
noncash assets are based on cost or, in the case of acquisitions by gift, on market value at the date
of receipt, and are accounted for in the fund which owned such assets. Ordinary income derived
from investments is accounted for in the fund owning such assets.

All other unrestricted revenue is accourted for in the unrestricted current fund. Restricted gifts,
grants, appropriations, and other restricted resources are accounted for in the appropriate
restricted funds. Restricted current funds are reported as revenues and expenditures when
expended for current operating purposes.

Loan Funds

Loan funds consist principally of loans made under the federal Perkins Loan Program, sponsored
by the federal government.

Deferred Revenue

In accordance with the State of Ohio policy of recording instructional revenues in the year in
which the courses are principally conducted, the College defers certain revenues at June 30 that
are applicable to courses conducted subsequent to June 30.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash on hand and demand deposits with banks.

Investments

Investments are carried at fair value,

Inventories

Inventories consist principally of merchandise in the College’s bookstores and are stated at the
lower of cost or market (net realizable value), using the first-in, first-out (FIFO) method.

Investment in Plant

Land and land improvements, buildings, equipment, furniture, films, library books, and
construction in progress are stated at cost at the date of acquisition or fair market value at the date
of gift. To the extent that current funds are used to finance plant assets, the amounts so provided
are accounted for as (1) expenditures, in the case of normal replacement of movable equipment
and fumniture; (2) mandatory transfers, in the case of required provisions for equipment renewal
and replacement; and (3) nonmandatory transfers approved by the board of trustees, in the case of
capital projects and for all other cases. Depreciation on physical plant and equipment is not
recorded.
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OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Notes to the Financial Statements

June 30, 1999

Sick Leave

College employees accumulate sick leave at a rate of 15 days per year. It is the policy of the
College that, upon retirement from the College, an employee with ten years or niore of service
may receive ‘one-fourth of his or her accumulated unused sick leave up to a maximum of 45 days.
Payments at retirement for accumulated sick leave are calculated using the rate of compensation
at the date of retirement. The College’s policy is to accrue all sick leave for which payment is
deemed probable.

Budgetary Process

Annually, the Business Affairs Office develops a balanced budget for the College based on
projected expenditures from department directors and anticipated revenue, including tuition and
fees and the subsidy from the Ohio Board of Regents. The board of trustees approves the budget.
Income Taxes

Income taxes have not been provided on the general operations of the College because, as a state
institution, its income is exempt from Federal income taxes under section 115 of the Internal
Revenue Code.

Use of Estimates

Management of the College has made estimates and assumptions relating to the reporting of
assets and liabilities to prepare these financial statements in conformity with generally accepted
accounting principles. Actual results could differ from those estimates.

Fund Balance Deficit

The fund balance deficit in the restricted fund will be eliminated by increased funding through
grants in fiscal year 1999-2000. :

Cash and Investments

STAR Ohio is an investment pool managed by the State Treasurer’s Office, which allows
governments within the State to pool their funds for investment purposes. STAR Ohio is not
registered with the Securities and Exchange Commission as an investment company but does operate
in a manner consistent with Rule 2a-7 of the Investment Company Act of 1940. Investments in STAR
Ohio are valued at STAR Ohio’s share price, which is the price the investment could be sold for on
June 30, 1999.

Cash balances are combined into one pool for making daily cash and investment transactions.

9 (Continued)
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OWENS COMMUNITY COLLEGE
(A Component Usit of the State of Ohio)

Notes to the Financial Statements

June 30, 1999

Governmental Accounting Standards Board (GASB) Statement No. 3, Deposits with Financial
Institutions, Investments (including Repurchase Agreements), and Reverse Repurchase Agreements,
requires cash and cash equivalents and investments held by the College to be categorized into the
following credit risk categories: . -

(a) Cash and Cash Equivalents

1. Insured or collateralized with securities held by the College, or by its agent in the College’s
name.

2. Coliateralized with securities held by the pledging financial institution’s trust departtnent or
agent.

3. Uncollateralized.
(B} Investments

1. Insured or registered, with securities held by the College, or by its agent in the College’s
name.

2. Uninsured and unregistered, with securities held by the broker’s trust department or agent in
the College’s name.

3. Uninsured and unregistered, with securities held by the broker or by its trust department or
agent, but not in the College’s name.

At June 30, 1999, the carrying amount of the College’s cash and cash equivalents for all funds was
$6,155,120. The difference in the carrying amount and the bank balance of $6,976,050 is caused by
items in transit and outstanding checks. Of the bank balance, $341,725 was covered by federal
depository insurance and 36,634,325 was uncollaterized (category 3). All uncollateralized deposits are
covered by a pledged collateral pool.

Investments at June 30, 1999 consist of the investment in STAR Ohio of $§7,326,048. GASB Statement
Wo. 3 does not require STAR Ohio assets to be categorized.

State Support

The College is a state-assisted institution of higher education, which receives a student-based subsidy
from the State of Ohio. The subsidy is determined annually based upon a formula dewsed by the Ohio
Board of Regents.

In addition to the student subsidy, the State provides the funding and constructs major plant facilities
on the College’s campus. The State’s funding is obtained from the issuance of revenue bonds by the
Ohio Public Facilities Commission, which in tum causes the construction and subsequent lease of the
facility by the Ohio Board of Regents The Ohio Public Facilities Commission distributes construction
funds to the College through appropriations. Upon completion of a facility, the Ohio Board of Regents
transfers control to the College, and the cost of the facility is recorded on the College’s balance sheet.
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OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Notes to the Financial Statements

June 30, 1999

Construction in progress for any portion of the facilities being financed by State agencies for use by
the College is recorded on the College’s books of account as costs are incurred.

The facilities are not pledged as collateral for the revenue bonds. Instead, the bonds are supported by a
pledge of monies in the Higher Education Bond Service Fund, established in the custody of the
Treasurer of State. If sufficient monies aré hot available from this fund, a special student fee may be
assessed uniformly to students in state-assisted institutions of higher education throughout the State.

Outstanding debt issued by the Ohio Public Facilities Commission 1§ fiot included on the College’s
balance sheet. In addition, the appropriations by the Qhio General Assembly to the Ohio Board of
Regents for payment of debt service are not shown as appropriation revenue recetved by the College,
and the related debt service payments are not recorded in the College’s financial statements.

Retirement Plans

The College contributes to two cost-sharing, multiple-employer defined benefit plans: (1) School
Employees Retirement System (SERS), and (2) State Teachers Retirement System of Ohio (STRS).
Both plans provide retirement, disability, annual cost of living adjustments, and death benefits to plan
members and beneficiaries. Authority to establish and amend benefits is provided by state statute per
Chapter 3309 of the Ohio Revised Code (ORC) for SERS and Chapter 3307 for STRS. SERS and
STRS issue stand-alone financial reports. Inierested parties may obtain a copy by making a written
request to 45 North Fourth Street, Columbus, Ohio, 43215-3634, or by calling (614) 222-5853 for
SERS, and 275 East Broad Street Columbus Ohio, 43215- 3771 or by calling (614) 227-4090 for
STRS.

The funding policy for the above plans is as follows:

SERS: The ORC provides statutory authority for employee and employer contributions. During 1999,
SERS employees contributed 9.0% of their salary to the plan and the College contributed 14.0% of
covered payrolis to the plan. The total employer contributions to SERS for the years ended June 30,
1997, 1998, and 1999, were $829,000, $914,000, and $1,041,000, respechve]y, which were equal to
the required contributions for each year.

STRS: The ORC provides statutory authority for employee and empiover contributions. During 1999,
STRS employees contributed 9.3% of their salary to the plan and the College contributed 14.0% of
covered payrolls to the plan. The total employer contributions to STRS for the years ended June 30,
1997, 1998, and 1999 were $1,977,000, $2,084,000, and $2,209,000, respectively, which were equal to
the required contributions for each year.

Ohio Amended Substitute House Bill 586 (Ohio Revised Code 3305.2) became effective March 31,
1998, authorizing an alternative retirement system for academic and administrative college employees
of pubhc institutions of higher education, who are currently covered by the State Teachers Retirement
System. The Owens Community College board of trustees adopted such a plan effective April 1999.
This plan is a defined contribution plan under IRS section 401(a).
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Notes to the Financial Statementis

June 30, 1999

Eligible employees (those who are full-time and salaried) have 90 days from their date of hire to make
an irrevocable election o participate in the altemate retirement plan. Under this plan, employees who
would have otherwise been required to be in STRS and who elect to participate in the alternate
retirement program must contribute the employee’s share of retirement contributions (9.3% STRS) to
one of eight private providers approved by the State Department of Insurance. The legislation
mandates that the employer must contribute 6% to the state retirement system to which the employee
wotld have otherwise belonged. The employer also contributes what would have been the employer’s
share of the appropriate retirement system, less the aforementioned 6%, to the private provider selected
by the emplovee. The College plan provides these employees with immediate plan vesting, As of
June 30, 1999, no eligible employees elected to participate in the alternative retirement plan.

Post-employment Benefits Other than Pension Benefits

In addition to the pension benefits described int note 4, the Ohic Revised Code provides the statutory
authority requiring the College to fund postretirement health care through employer contributions to
SERS and STRS. '

(a) SERS

.SERS provides postretirement health care coverage to age and service retirants with ten or more
years of qualifying Ohio service credit and to primary survivor recipients of such retirants. Health
care coverage for disability recipients is available. The health care coverage provided by the
retirement system is considered an Other Postemployment Benefits (OPEB) as described in
GASB Statement No. 12. A portion of each employer’s contribution to SERS is set aside for the
funding of postretirement health care. The Ohio Revised Code provides statutory authority for
employer contributions. The 1998 employer contribution rate for state employers was 14% of
covered payroll; 4.98% was the portion that was used to fund health care for the year.

OPEB are financed through employer contributions and investrment earnings thereon. The
contributions allocated to retiree health care, along with investment income on allocated assets
and periodic adjustments in health care provisions, are expected to be sufficient to sustain the
program indefinitely.

Expenditures for OPEB during 1998 were $111,900,575. As of June 30, 1998, the audited net
assets available for future OPEB payments were $160,300,000. The number of eligible benefit
recipients for SERS was 62,612. _

b) STRS

STRS provides comprehensive health care benefits to retirces and their dependents. Coverage
includes hospitalization, physician fees, prescription drugs, and reimbursement of monthly
Medicare premiums. All benefit recipients and sponsored dependents are eligible for health care
coverage. Pursuant to the ORC, STRS has discretionary authority over how much, if any, of the
health care costs will be absorbed by STRS. Most benefit recipients pay a portion of the health
care cost in the form of a2 monthly premium.

By Ohio law, the cost of the coverage paid from STRS funds shall be included in the employer’s
contribution rate, currently 14% of covered payroll.
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Notes 1o the Financial Statements

June 30, 1999

The STRS board currently allocates employer contributions equal to 3.5% of covered payroll to
the Health Care Reserve Fund, from which payments for health care benefits are paid. The
balance in the Health Care Reserve Fund was approximately $2.2 million at June 30, 1998. The
Health Care Reserve Fund allocation for the year ended June 30, 1999 will be 8% of covered

payroll.

For the year ended June 30, 1998, the net health care costs paid by STRS were $258,906,000.
There were 91,999 eligible benefit recipients.

Ohio Public Employees Deferred Compensation Program

The College’s employees may elect to participate in the Ohio Public Employees Deferred
Compensation Program (the Program), created in accordance with Intermal Revenue Code section 457,
The Program permits deferral of a portion of an employee’s compensation until termination,
retirement, death, or unforeseeable emergency. The deferred compensation and any income eamed
thereon is not subject to income taxes until actually received by the employee.

The Program, effective September 1, 1998, ‘amended its Ohio Public Employees Deferred
Compensation Adoption Agreement to include the following:

The Eligible Employer acknowledges and agrees that all amounts deferred
under the Plan and all insurance contracts or other invesiments or other
property purchased with such amounts shall be held by the Board in Trust on
behalf of the Eligible Employer for the exclusive benefit of eligible employees
and their beneficiaries. All assets, whenever contributed to the Plan, are
assigned to the Trust established by the board.

This amendment was enacted pursuant o the Small Business Act of 1996. Assets in the trust,
previously reported as assets owned by the College and accounted for in an agency fund as “Funds on
deposit with the Ohio Public Employees Deferred Compensation Program,” subsequent to
September 1, 1998 are no longer owned by the College.

The College has therefore adopted GASB Statement No. 32, Accounting and Financial Reporting for
Internal Revenue Code Section 457 Deferred Compensation Plans, and has removed these assets from
the College’s financial statements.

Commitments and Contingencies

(a) Federal and State Grants
The College participates in certain state and federally assisted grant programs. These programs
are subject 1o financial and compliance audits by the grantors or their representatives. Until such
audits are completed, there is a possibility that some portions of such grants may have to be

refunded. Management of the College believes there will be no material adjustments to the grants
and, accordingly, has not recorded a provision for possible repayments under the above programs.

13 (Continued)



&

%

OWENS COMMUNITY COLLEGE
{A Component Unit of the State of Ohio)
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June 30, 1999

The College also participates in several United States Government student loan programs. Such
programs are required to comply with requirements determined by the Department of Education
and are subject to audit and adjustments. Such adjustments could result in requests for
reimbursement by the department for costs, which may be disallowed as appropriate expenses
under the grant terms. Management believes disallowances, if any, will not be material.

(b) Buildings and Site Improvements

The College is in the process of constructing various buildings and certain other site
improvements on the campus through State appropriations (see note 3). Estimated remaining
costs for these projects are approximately $7,419,000, which has been appropriated by the State
to fund the projects as of June 30, 1999 but is not yet available to be drawn by the College. State
appropriations are still subject to budgetary requirements of the State of Ohio and therefore may
not be fully realized; however, management of the College believes all such appropriations will
be realized. The College recorded such appropriations as revenue in the year indicated by the
State. :

Related Party

The College is affiliated with the Owens State Community College Foundation (the Foundation),
which was established in June 1996 by the trustees of the College through sipning a resolution that
transferred all assets, liabilities, principal, and income from the Michael J. Owens Technical College
Charitable Trust (the Trust) to the Foundation. The Internal Revenue Service had determined the Trust
to be exempt from Federal income taxes under section 501(c)(3) of the Internal Revenue Code. The
Foundation has been determined to be exempt from Federal income taxes under section 501{c)(3) of
the Internal Revenue Service Code. The Foundation also reimburses the College for certain
educational expenses. The College received $35,000 and $191,171 from the Foundation in 1999 and
1998, respeciively.

Risk Management

During the normal course of operations, the College has become a defendant in various legal actions.
Liabilities are reported when it is probable that a loss has occurred and the amount of that loss can be
reasonably estimated. However, in the opinion of legal counsel and College management, the
disposition of all pending litigation will not have a material adverse effect on the financial condition of
the College.

The College carries commercial insurance to cover various general liability risks, auto liability,
property and boiler, and umbrella excess liability. The College believes in minimizing its risks through
the procurement of the aforementioned coverage. Liabilities exceeding the umbrella excess and
deductible amounts are recorded when it is probable that a loss has occurred and the amount of that
loss can be reasonably estimated. Management believes that incurred but not reported claims, if any,
are immaterial.

The College maintains ‘a split funded health insurance program. Prevention of catastrophic losses is
maintained through both individual and aggregate stop loss coverage. The College’s cost during the
year for this program is for the payment of claims, third-party claims administration, and stop loss
coverage. ' ' I ;
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Notes to the Financial Statements

June 30, 1999

Changes in the balances of claims liabilities during the past two years for the health insurance reserves
are as follows: -

1999 _ 1998
Unpaid claims — July 1 $ 293,094 224,490
Incurred claims 2,320,262 2,042,411
Claim payments (2,266,061) {1,973,807)
Unpaid claims — June 30 3 347,295 293,094

This liability is the College’s best estimate based on subsequent payments and known information, and
is included in accounts payable. The College participates in the State of Ohio Workers’ Compensation
Program. - .
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Required Supplementary Information
June 30, 1999

Year 2000 Computer Issue (Unaundited)

The Year 2000 (Y2K) issue is the result of shortcomings in many electronic data processing systems and
other equipment that may adversely affect the College’s operations in the near future.

To address Y2K problems, the College has been actively assessing, preparing, and executing a Y2K readiness
plan for its mission-critical systems. Such mission-crifical systems are the Human Resources System,
Financial Records Systems, Student Information System, Student Aid Management System, Degree Audit
Reporting, and Enrollment Certification. For each mission-critical system, the College has implemented
software to minimize areas that may affect service continuity. The College is in the testing stage for all the
mission-critical systems.

Because of the unprecedented nature of the Y2K issue, its effects and the success of related remediation
efforts will not be fully determinable until the Year 2000 and thereafter, Management cannot assure that the
College is or will be Y2K ready, that the College’s efforts will be successful, in whole or in part, or that
parties with whom the Coliege does business will be YZK ready.
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OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Schedule of Expendituras of Federal Awards

Year ended June 30, 1999

Federal Agency or
Federal Grantor/Pass-through Grantor/ CFDA pass-through Federal
Program Title number number expenditures
U.S. DEPARTMENT OF EDUCATION - ) _
Student Financial Assistance Cluster: o . . _
Federal Supplemental Educational Opportunity Program 84,007 N/A $ 255,195
Federal Family Education Loan Program 84.032 N/A 9,658,371
Federal Work-Study Program 84.033 N/A 216,767
Federal Perkins Loan Program 84 038 N/A 79,500
Federal Pell Grant Program 84.063 . N/A 6,322,145
Total Student Financial Assistance Cluster 16,531,978
Vocational education (Perkins II) 34048 VECPI1-P97-500 110,564
Technical Preparation Grant T 847243 VETP-23MKT/23K 5,032
Passed through from the State of Ohio Department of Education;
Adult Basic and Literary Education (ABLE) Grants: _
Adult Basic and Literacy Education 84,002 074864-AB-51-98C 5,726
Adult Basic and Literacy Education 84,002 © 074864-DR-SP-98P 9,738
Adult Basic and Literacy Education 84.002 074864-AB-81-99 27157
Adult Basic and Literacy Education 84.002 074864-ARB-S5-98C 65,270
Adult Basic and Literacy Education 84 002 074864-AB-858-99 215,819
Total Adult Basic and Literacy Education Grants B 323,710
Passed through from University of Toledo —
Project Open House 84.024 N/a 3,952
Total Department of Education 16,975,236
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES _
Passed through from Columbus State Community College
via the State of Ohio Board of Regents and the State of
Ohio Department of Human Services — Chio Job Prep
Program 93.56] N/A 28,465
U.S DEPARTMENT OF LABOR
Passed through from Toledo Private Industry Council Grant 17.250 151-20-96 130,365
U.S, ENVIRONMENTAL PROTECTION AGENCY
Partnership for Environmental Technology Education:
Energy efficiency/pollution prevention program 66,606 N/A ) ] 5194
Total expenditures of federal awards. $ 17,139,260

See accompanying notes to schedule of expenditures of federal awards. _

#



(e)

2

3)

OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Notes to Schedule of Expenditures of Federal Awards
Year ended June 30, 1999

General

The accompanying schedule of expenditures of federal awards (the Schedule) presents the activity of
federal award programs of Owens Community College. Owens Community College’s reporting entity
is defined in note 1 to its financial statements. Federal awards received directly from federal agencies,
as well as federal awards passed through government agencies, are included on the Schedule. The
information in this Schedule is presented in accordance with the requirements of OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations.

Basis of Accounting
The accompanying Schedule is prepared using the accrual basis of accounting.
Federal Loan Programs

As of June 30, 1999, loans outstanding under the Federal Perkins Loan Program (CFDA #84.038)
amounted to $878,797. .
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Suite 1200
150 West Jefferson
Detrait, Mi 48226-4429

Independent Auditors’ Report on Compliance and on Internal Control
Over Financial Reporting Based on an Audit of
Financial Statements Performed in Accordance
with Government Auditing Standards

The Board of Trustees -
Owens Community College:

We have audited the financial statements of Owens Community College (the College) as of and for the
year ended June 30, 1999, and have issued our report thereon dated December 15, 1999. We conducted
our audit in accordance with generally accepted auditing standards and the standards applicable to
financial audits contained in Government Auditing Stendards, issued by the Comptroller General of the
United States. . .

Compliance

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

Internal Control Over Financial Reporting

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

This report is intended for the information of the Audit Committee, management, and federal awarding
agencies and pass-through entities, and is not intended to be, and shouid not be, used by anyone other

than these specified parties.
P LoP

December 15, 1999 T T

.... KPMG LLP KPMG LLE a U, limited lizbility parmership. is o . L
a membar of KPMG International a Swiss association
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Detroit, M| 48226-4429

Independent Auditors’ Report on Compliance with Requirements
Applicable to Each Major Program and Internal Contrel Over Compliance
in Accordance with OMB Circular A-133, and
Schedule of Expenditures of Federal Awards

The Board of Trustees
Owens Community College:

Compliance

We have audited the compliance of Owens Community College (the College) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
June 30, 1999. The College’s major federal programs are identified in the summary of auditor’s resulis
section of the accompanying schedule of findings and questioned costs. Compliance with the
requirements of laws, regulations, contracts, and grants applicable to each of its major federal programs is
the responsibility of the College’s management. Our responsibility is to express an opinion on the
College’s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the

_Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we
plan and perform the audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a major federal
program occurred. An audit includes examining, on a test basis, evidence about 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. Our audit does not
provide a legal determination on the College’s compliance with those requirements.

In our opinion, the College complied, in all material respects, with the requirements referred to above that
are applicable to each of its major federal programs for the year ended June 30, 1999.

Internal Control Over Compliance

The management of the College is responsible for establishing and maintaining effective internal control
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the College’s internal control over
compliance with requirements that could have a direct and material effect on a major federal program in
order to determine our auditing procedures for the purpose of expressing our opinion on compliance and
to test and report on intemal control over compliance in accordance with OMB Circular A-133.

... . KPMG LLP KPMG LLP a WS Imitad liability parinership, Is
a momber of KPRG Jntornational a Swiss ssseeiation
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that noncompliance with the applicable requirements of laws, regulations, contracts, and
grants that would be material in relation to a major federal program being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over comphance and its operatlon that ‘we consider to
be material weaknesses.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of Owens Community College as of and for the year ended
June 30, 1999, and have issued our report thereon dated December 15, 1999, Our audit was performed for
the purpose of forming an opinion on the financial statements taken as a whole. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as required by
OMB Circular A-133 and is not a required part of the financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the financial statements and, in our opinion, is
fairly stated, in all material respects, in relation to the financial statements taken as a whole.

This report is intended for the information of the Audit Committee, management, and federal awarding
agencies and pass-through entities, and is not intended to be, and should not be, used by anyone other

than these specified parties.
KPr (e LLP

December 15, 1999
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OWENS COMMUNITY COLLEGE
(A Component Unit of the State of Ohio)

Schedule of Findings and Questioned Costs
Year ended June 30, 1999

Summary of Auditor’s Results

()
()

(c)
(d)

©
()

(8

®
&y

The type of report to be issued on the financial statements:

Reportable conditions in internal control were disclosed by the
audit of the Financial Statements:

Material weaknesses:
Noncompliance which is material to the financial statements:
Reportable conditions in internal control over major programs:

Material weaknesses:

The type of report issued on compliance for major programs:

Any audit findings which are required to be reported under section 510(a)
of OMB Circular A-133:

Major programs:

Student Financial Assistance Cluster and Adult Basic and Literacy
Education Grant (CFDA #84.002)

Threshold used to distinguish between Type A and Type B Programs

Auditee qualified as a low-risk auditee under section 530 of OMB
Circular A-133:

Findings Relating to the Financial Statements

Findings and Questioned Ceosts Relating to Federal Awards

~Ungqualified

None Reported
None

No

~ None Reported

None

Unqualified

No

§ 300,000

- Yes
None

None
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STATE OF OHIO e PO Box 1140 —
OFFICE OF THE AUDITOR ' Columbus, Ohio 43216-1140
JiM PETRO, AUDITOR OF STATE Felephone 6134664514

80,0:2.82'0329
e “ Facsimile 614-466-4490

OWENS COMMUNITY COLLEGE

WOOD COUNTY

CLERK’S CERTIFICATION

This is a true and correct copy of the report which is required to be filed in the
Office of the Auditor of State pursuant 1o Section 117.26, Revised Code, and
which is filed in Columbus, Ohio.

Date:_ FEBRUARY 15, 2000
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