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743 East State Street

STATE OF OHIO Athens Mall, Suite B

OFFICE OF THE AUDITOR Athens, Ohio 45701
Telephone  740-594-3300

JiM PETRO, AUDITOR OF STATE 800-441-1389

Facsimile 740-594-2110
www.auditor.state.oh.us

REPORT OF INDEPENDENT ACCOUNTANTS

Hocking Technical College
Athens County

3301 Hocking Parkway
Nelsonville, Ohio 45764

To the Board of Trustees:

We have audited the accompanying general purpose financial statements of the Hocking Technical College,
Athens County, Ohio (the College), as of and for the year ended June 30, 2001, as listed in the table of
contents. 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 audit.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Hocking Technical College, Athens County, as of June 30, 2001, and the revenues,
expenditures, and changes in fund balances for the year then ended in conformity with accounting principles
generally accepted in the United States of America.

As described in Note 3 to the financial statements, the College adopted Governmental Accounting Standards
Board Statement 33.

In accordance with Government Auditing Standards, we have also issued our report dated November 28,
2001, on our consideration of the College’s internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That reportis an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the results of our audit.
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Our audit was made for the purpose of forming an opinion on the financial statements of the College, taken
as awhole. The accompanying financial information listed as supporting schedules, including the Schedule
of Federal Awards Receipts and Expenditures required by U.S. Office of Management and Budget Circular
A-133, Audits of States, Local Governments, and Non-Profit Organizations, is presented for purposes of
additional analysis 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 presented, in all material respects, in relation to the financial statements taken as a whole.

Jim Petro
Auditor of State

November 28, 2001
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HOCKING TECHNICAL COLLEGE

ATHENS COUNTY

BALANCE SHEET
JUNE 30, 2001

ASSETS

Current Funds
Current Unrestricted Funds:
Educational and General:
Equity in Pooled Cash and Investments
Due from Current Funds - Unrestricted - Auxiliary Enterprises
Accounts Receivable
Intergovernmental Receivable
Inventory Available - At Cost

Total Educational and General
Auxiliary Enterprises:
Equity in Pooled Cash and Investments
Accounts Receivable/ Accrued Interest
Prepaid Expenses and Book Credits
Inventory, at Cost and Other Assets
Total Auxiliary Enterprises
Total Current Unrestricted Funds
Current Restricted Funds:
Equity in Pooled Cash and Investments
Accrued Interest Receivable

Intergovernmental Grant Receivable

Total Current Restricted Funds
Total Current Funds
Loan Fund

Equity in Pooled Cash and Investments
Notes Receivable

Total Loan Fund
Quasi-Endowment Fund

Equity in Pooled Cash and Investments
Accrued Interest Receivable

Total Quasi-Endowment Fund

$ 1,243,486
659,822
960,840

8,489

106,694

52,444
162,323
82,933

727,438

1,819,958
4,149

203,882

$ 15,217
109

$ 2,407,575

18,127

$ 2,979,331
1,025,138
4,004,469
2,027,989

$ 6032458

s 153%

$ 2,425,702



LIABILITIES AND FUND BALANCES

Current Funds
Current Unrestricted Funds:
Educational and General:
Accounts Payable - Payroll Liabilities
Compensated Absences Payable
Accrued Faculty Payroll Liabilities
Accounts Payable
Fund Balance - Unallocated
Fund Balance - Allocated

Total Educational and General
Auxiliary Enterprises:

Equity Due to General Account
Accounts Payable

Due to Current Funds - Unrestricted - Educational and General

Fund Balance - Unallocated
Total Auxiliary Enterprises
Total Current Unrestricted Funds
Current Restricted Funds:
Accounts Payable
Fund Balance - Unallocated
Fund Balance - Allocated
Total Current Restricted Funds

Total Current Funds
Loan Fund

Fund Balance - Unallocated
Total Loan Fund
Quasi-Endowment Fund

Fund Balance - Unallocated
Fund Balance - Allocated

Total Quasi-Endowment Fund

$ 706,373
682,004
730,957

56,514
675,138

128,345

13,200
80,108
659,822

272,008

85,163
1,236,234

706,592

$ 15236

1,146,078

1,279,624

2,979,331

1,025,138

4,004,469

2,027,989

$

$

6,032,458

15,236

2,425,702



HOCKING TECHNICAL COLLEGE

ATHENS COUNTY

BALANCE SHEET
JUNE 30, 2001
(Continued)

ASSETS

Plant Funds

Unexpended Plant Fund:
Equity in Pooled Cash and Investments
Accounts Receivable

Total Unexpended Plant Fund

Investment in Plant Fund:
Land
Movable Equipment
Buildings
Library Holdings
Fleet
Construction in Progress

Total Investment in Plant Fund
Total Plant Funds

Agency Funds
Equity in Pooled Cash and Investments

Total Agency Funds

Hocking College Foundation, Inc.
Cash and Investments in Segregated Accounts
Accrued Interest Receivable
Land
Buildings

Total Hocking College Foundation, Inc.

$ 2,569,621

12,005

7,403,600
8,946,391
25,878,925
926,081
1,350,659

1,005,015

$ 503,838

$ 432,765
3,132
68,879

4,232,128

The notes to the financial statements are an integral part of this statement.

$ 2,581,626

45,510,671

$ 48002297

$ 503838

$ 4736904



LIABILITIES AND FUND BALANCES

Plant Funds
Unexpended Plant Fund:
Fund Balance - Unallocated

Total Unexpended Plant Fund

Investment in Plant Fund:
Capital Lease Obligation
Bond Anticipation Note Payable
Net Investment in Plant

Total Investment in Plant Fund

Total Plant Funds

Agency Funds
Accounts Payable
Deposits Held in Custody for Others

Total Agency Funds

Hocking College Foundation, Inc.
Wolfe-Bennett Land Note Payable
Taxidermy Lab & Store Note Payable
Dormitory Note Payable
Motel Renovation Note Payable
Interest Payable
Fund Balance - Unallocated

Total Hocking College Foundation, Inc.

$ 2,581,626

281,120
4,030,000

41,199,551

176,040

$ 327,798

$ 98,252
79,599
1,547,144
475,050
2,888

2,533,971

$ 2,581,626

45,510,671

$ 48002297

$ 503838

$ 4736904



HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

STATEMENT OF CHANGES IN FUND BALANCES
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Current Funds

Unrestricted Restricted
Total
Educational Auxiliary Educational Current
and General Enterprises and General Funds
Revenue and Other Additions
Unrestricted Current Revenues $ 31,665,210 $ 5,959,821 $ $ 37,625,031
State Appropriations - Restricted
Federal Grants and Contracts - Restricted (See Note 6) 5,769,738 5,769,738
State Grants and Contracts - Restricted 552,487 552,487
Private Gifts, Grants and Contracts - Restricted 353,995 353,995
Expended for Library Acquisitions
(including charges to Current Fund Expenditures)
Expended for Plant Facilities
(including charges to Current Fund Expenditures)
Total Revenue and Other Additions 31,665,210 5,959,821 6,676,220 44,301,251
Expenditures and Other Deductions
Educational and General Expenditures (See Note 6) 31,127,948 5,912,082 37,040,030
Auxiliary Enterprises Expenditures 6,062,417 6,062,417
Expended for Plant Facilities
Total Expenditures and Other Deductions 31,127,948 6,062,417 5,912,082 43,102,447
Transfers Among Funds
Non-mandatory Transfers for Plant Funds (500,000) (500,000)
Total Transfers (500,000) (500,000)
Net Increase (Decrease) for Year 37,262 (102,596) 764,138 698,804
Fund Balances at the Beginning of the Year 637,876 374,604 472,096 1,484,576
Fund Balances at the End of the Year $ 675,138 $ 272,008 $ 1,236,234 $ 2,183,380

The notes to the financial statements are an integral part of this statement.



Plant Funds

Quasi- Hocking
Loan Endowment Investment College
Funds Funds Unexpended in Plant Foundation, Inc.
$1,907 $ 148,554 $ 2,957,596 $ $
1,648,735
446,131
2,421,144
1,907 148,554 4,606,331 2,421,144 446,131
79,218 204,913
2,546,748 2,712,043
0 79,218 2,546,748 2,712,043 204,913
500,000
500,000
1,907 69,336 2,559,583 (290,899) 241,218
13,419 2,356,366 22,043 41,490,450 2,292,753
15,326 $ 2,425,702 $ 2,581,626 $ 41,199,551 $ 2,533,971




HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

STATEMENT OF CURRENT FUNDS REVENUES, EXPENDITURES AND OTHER CHANGES
FOR THE FISCAL YEAR ENDED JUNE 30, 2001

Current Funds

Unrestricted Restricted
Total
Educational Auxiliary Educational Current
and General Enterprises and General Funds
Revenues
Tuition, Fees and Other Student Charges $ 11,992,928 $ $ $ 11,992,928
State Appropriations 18,805,010 18,805,010
Federal Grants and Contracts 5,154,293 5,154,293
State Grants and Contracts 538,050 538,050
Private Gifts, Grants and Contracts 403 219,739 220,142
Sales and Services 702,503 5,959,821 6,662,324
Other Sources 164,366 164,366
Total Revenues 31,665,210 5,959,821 5,912,082 43,537,113
Expenditures
Educational and General
Instruction and Departmental Research 19,347,430 538,049 19,885,479
Public Service 348,213 7,192 355,405
Academic Support 1,677,773 1,677,773
Student Services 3,400,266 1,360,821 4,761,087
Institutional Support 3,535,693 3,535,693
Operation and Maintenance of Plant 1,277,566 1,277,566
Scholarships, Fellowships and Workstudy 1,541,007 4,006,020 5,547,027
Total Educational and General Expenditures 31,127,948 0 5,912,082 37,040,030
Auxiliary Enterprises 6,062,417 6,062,417
Total Expenditures 31,127,948 6,062,417 5,912,082 43,102,447
Nonmandatory Transfers and Other Additions/(Deductions)
Nonmandatory Transfers to Plant Funds (500,000) (500,000)
Excess of Restricted Receipts over
Transfers to Reduce Expenditures 764,138 764,138
Net Increase (Decrease) in Fund Balances $ 37,262 $  (102,596) $ 764,138 $ 698,804

The notes to the financial statements are an integral part of this statement.
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1.

HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2001

DESCRIPTION OF THE COLLEGE AND REPORTING ENTITY

A.

Description of the College

Hocking Technical College, Athens County (the College), is a body politic and corporate
established for the purpose of exercising the rights and privileges conveyed to it by the
constitution and laws of the State of Ohio.

The College was formed after the creation of a technical college district, as defined in Chapter
3357 of the Ohio Revised Code. The College operates under the direction of an appointed nine-
member Board of Trustees. Three members of this Board are appointed by the Governor of the
State of Ohio. The remaining six members are appointed by a caucus of the county, city and
exempted village school districts’ Boards of Education that operate in the technical college district.
A President is appointed by the Board of Trustees to oversee day-to-day operations of the
College. An appointed Vice-President of Fiscal Operations is the custodian of funds and
investment officer, and is also responsible for the fiscal control of the resources of the College,
which are maintained in the funds described below.

The College is aninstitution of higher learning dedicated to providing the residents of the technical
college district with a low-cost higher education in various academic and vocational technologies,
leading to a two-year associate degree.

Reporting Entity

The reporting entity is comprised of the primary government, component units, and other
organizations that are included to insure that the financial statements of the College are not
misleading. The primary government consists of all funds, departments, boards, and agencies
that are not legally separate from the College.

Component units are legally separate organizations for which the College is financially
accountable. The College is financially accountable for an organization if the College appoints
a voting majority of the organization’s governing board and (1) the College is able to significantly
influence the programs or services performed or provided by the organization; or (2) the College
is legally entitled to or can otherwise access the organization’s resources; the College is legally
obligated or has otherwise assumed the responsibility to finance the deficits of, or provide
financial support to, the organization; or the College is obligated for the debt of the organization.
Component units may also include organizations that are fiscally dependent on the College in that
the College approves the budget, the issuance of debt, or the levying of taxes.

The following organizations are considered part of the reporting entity of the College and are
included in the College’s financial statements as Auxiliary Enterprises:

. Ramada Inn-Hocking Valley
. Uniglobe Travel

The Hocking College Foundation, Inc., is not a part of the primary government of the College, but
due to its relationship with the College and the requirements of GASB Statement No. 14, it is
discretely presented as a component unit within the College’s financial statements. The
Foundation is a nonprofit corporation fund-raising organization, dedicated solely to raising
scholarships and other funds for the benefit of the College. Specific disclosures relating to the
component unit can be found in Note 19.
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HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

1. DESCRIPTION OF THE COLLEGE AND REPORTING ENTITY (Continued)

B.

Reporting Entity (Continued)

The Southeast Ohio Probation Treatment Alternative Center (SEPTA) is a legally separate
organization, but is included as an Agency Fund in the financial statements, since the College is
the fiscal agent for them.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A.

Basis of Accounting and Presentation

The financial statements of the College have been prepared in conformity with accounting
principles generally accepted in the United States of America and the principles of fund
accounting for educational institutions. The Statement of Current Funds Revenues, Expenditures,
and Other Changes is a statement of financial activities of current funds related to the current
reporting period. It does not purport to present the results of operations or the netincome or loss
of the period as would a statement of income or a statement of revenues and expenses.

Fund accounting is a concept in which legal and other restraints require the recording of specific
revenues and expenditures/expenses in separate funds according to those restrictions. For
reporting purposes, funds with similar characteristics are combined into fund groups, and financial
transactions are recorded and reported by such fund groups.

Within each fund group, fund balances restricted by outside sources are so indicated and are
distinguished from internally designated and unrestricted funds. Restricted funds may only be
utilized in accordance with the purpose established by the source of such funds. Internally
designated funds are unrestricted funds that, at the discretion of the Board of Trustees, have been
designated for specific purposes.

Unrestricted and internally designated funds are accounted for initially in the unrestricted current
funds group, and then in the group designated by the Board of Trustees. Restricted revenues are
accounted for in the appropriate restricted fund and are reported as revenues when utilized for
current operating purposes. All gains and losses arising from the sale, collection, or other
disposition of investments and non-cash assets are accounted for in the fund owning such assets.
Ordinary income derived from investments, receivables and the like is accounted for in the fund
owning such assets.

Tothe extent current funds are used to finance long-term assets, the amounts provided for normal
replacement of equipment, library books, and furniture are accounted for as expenditures.

Fund Groups

The following are descriptions of the College’s fund groups:

Current Funds - Unrestricted

The Current Unrestricted Funds include resources to be used for the primary operations of the

College and have not been restricted by the Board of Trustees for other purposes. The funds are
used to account for transactions relating to the primary and supporting missions of the College.

12



2.

HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A.

Basis of Accounting and Presentation (Continued)
Fund Groups (Continued)
Current Funds - Unrestricted (Continued)

Included in the Current Unrestricted Funds are Auxiliary Enterprises. Auxiliary enterprises are
entities that exist to furnish goods or services to students, faculty, or staff, and that charge a fee
directly related to, although not necessarily equal to, the cost of the goods or services. The
distinguishing characteristic of auxiliary enterprises is that they are managed as essentially self-
supporting activities. The general public may be served incidentally by auxiliary enterprises.

Current Fund - Restricted

The Current Restricted Fund accounts for resources that are available to finance current
operations of the College but whose use has been restricted by donors and other external
agencies to the specific activity for which they can be expended.

Loan Fund

The Loan Fund is used to account for loans to students. Loans granted are receivables of the
fund until they are repaid. At that time, the money becomes available for new loans. Additions
to these funds are gifts, governmental grants, interest on loans outstanding, and appropriations
from other funds. Deductions are the result of notes canceled or written off and certain
administrative expenses related to the loan program.

Endowment Fund

The Endowment Fund is a fund with respect to which donors, the governing board or other outside
agencies have stipulated, as a condition of the gift instrument, that the principal is to be
maintained inviolate of the gift and in perpetuity and invested for the purpose of producing present
and future income which may be either expended or added to the principal.

Quasi-endowment funds (funds functioning as endowment funds) are funds in which the
governing board of an institution, rather than a donor or other outside agency, has determined are
to be retained and invested. Since these funds are internally designated rather than externally
restricted, the governing board has the right to decide at any time to expend the principal. The
College’s only endowment fund is a quasi-endowment fund.

Plant Funds

Plant funds are used to record transactions relating to the College’s plant assets. The Plant Fund
group consists of (1) funds to be used for the acquisition of physical properties for institutional
purposes but unexpended at the date of reporting; (2) funds set aside for the renewal and
replacement of institutional properties; and (3) funds expended for and thus invested in
institutional properties. The Plant Fund group is comprised of two self-balancing funds. They are:

13



2.

HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

A.

Basis of Accounting and Presentation (Continued)
Fund Groups (Continued)
Plant Funds (Continued)

Unexpended Plant Fund: This fund is used to account for resources set aside for the improvement
of the College’s fixed assets.

Investment in Plant Fund: This fund is used to account for resources expended, and thus
invested, in the fixed assets of College.

Agency Funds

Agency funds consist of funds held by the College as custodian or fiscal agent for others, such
as student organizations, faculty members, or other governmental entities. Transactions of
agency funds represent charges or credits to the individual asset and liability accounts and are
not transactions of unrestricted or restricted current funds. Assets of agency fund include cash
and investments. Liabilities include accounts payable to third parties and balances representing
the net assets owing to the individual, organization or governmental entity for which the College
is acting as custodian.

Budgetary Process

The budget is an annual plan for the financial operations of the College that establishes a basis
of control and evaluation of activities financed through the current funds of the College. Formal
adoption of the budget into the accounting records is not legally mandated and thus, the College
does not integrate the budget into its accounts.

Appropriations

To provide control over expenditures, a budget is prepared by the Vice-President of Fiscal
Operations with input from other administrative deans and presented to the Board of Trustees for
their approval near the beginning of the fiscal year. To account for major developments that occur
during the first six months, a revised budget may be prepared and presented to the Board for their
approval in January of the same fiscal year.

Encumbrances

The College utilizes an encumbrance system of accounting to record purchase orders, contracts
and other commitments for materials and services as a measure of budgetary control over
appropriations.

Pooled Cash and Investments

To improve cash management, cash received by the College is pooled in a central bank account.
Monies for all funds are maintained in this account, except for the deposits of the Ramada Inn

Fund, President’'s Development Fund, and Hocking College Foundation, Inc., which are held
separately from those of other College funds.

14



2.

HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E.

Pooled Cash and Investments (Continued)

Individual fund integrity is maintained through College records. Each fund’s interest in the pool
is presented as “Equity in Pooled Cash and Investments” on the balance sheet. During fiscal year
2001, investments were limited to certificates of deposit with local institutions and stocks.

The College makes investments in accordance with the Board of Trustee’s policy, which conforms
to the authority granted in the Ohio Revised Code. The purchase of specific investment
instruments is at the discretion of the College’s Vice-President of Fiscal Operations within these
policy guidelines.

Except for nonpatrticipating investment contracts, investments are reported at fair value which is
based on quoted market prices. Nonparticipating investment contracts such as repurchase
agreements and nonnegotiable certificates of deposit are reported at cost.

For purposes of the presentation on the balance sheet, investments of the cash management pool
and investments with an original maturity of six months or less at the time they are purchased by
the College are considered to be cash equivalents.

Accounts Receivable

Receivables at June 30, 2001, consist primarily of student tuition and fees in the Current
Unrestricted Funds, sales and services in the Auxiliary Funds, and intergovernmental grants and
contracts in the Current Restricted Fund. Receivables are reported at net using the direct write-off
method.

Inventory

Inventories consist principally of books and supplies of the bookstore and warehouse stores
inventories which are stated at the lower of cost or market determined on the first-in, first-out
(FIFO) basis.

Property, Plant and Equipment

General fixed assets are not capitalized in the funds used to acquire or construct them. Instead,
capital acquisition and construction are reflected as expenditures in the Current Unrestricted Fund
or Plant Fund, and the related assets are reported in the Plant Fund. Property, plant and
equipment (fixed assets) are recorded at cost (or estimated historical cost) and updated for
additions and retirements during the year. Donated fixed assets are valued at their estimated fair
market value on the date received. The College follows the general educational institutional
practice of not providing for depreciation.

Compensated Absences
The College records a liability for sick leave and vacation when the obligation is attributable to

services previously rendered, to rights that vest or accumulate, and where payment of the
obligation is probable and can be reasonably determined.

15



HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
J. Pensions

The provision for pension costs is recorded when the related payroll is accrued and the obligation
is incurred.

K. Interfund Transactions

During the course of normal operations, the College has numerous transactions between funds.
Inter-fund transactions are generally classified as “due to” and “due from” and represent, in most
instances, “cash in bank” of the various funds of the College, with the exception of the
Unrestricted Educational and General Fund.

L. Fund Balance Allocations

The College allocates portions of fund balance which are legally segregated for specific use or
which do not represent available expendable resources and therefore, are not appropriable for
expenditure. Unallocated fund balance indicates that portion of fund balance which is
appropriable in future periods.

M. Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those
estimates.

CHANGE IN ACCOUNTING PRINCIPLE

Forfiscal year 2001, the College has implemented GASB Statement No. 33, “Accounting and Financial
Reporting for Nonexchange Transactions.” This statement establishes accounting and reporting
guidelines for government decisions about when to report the results of nonexchange transactions
involving cash and other financial and capital resources. The implementation of this statement required
no change in the prior period balances of the College’s Financial Statements.

CASH AND INVESTMENTS
State statutes classify monies held by the College into three categories.

Active deposits are public deposits necessary to meet current demands on the treasury. Such monies
must be maintained either as cash in the College treasury, in commercial accounts payable or
withdrawable on demand, including negotiable order of withdrawal (NOW) accounts, or in money
market deposit accounts.

Inactive deposits are public deposits the Board of Trustees has identified as not required for use within
the current two year period of designation of depositories. Inactive deposits must either be evidenced
by certificates of deposit maturing not later than the end of the current period of designation of
depositories, or by savings or deposit accounts including, but not limited to, passbook accounts.
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HOCKING TECHNICAL COLLEGE
ATHENS COUNTY

NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2001
(Continued)

CASH AND INVESTMENTS (Continued)

Interim deposits are deposits of interim monies. Interim monies are those monies which are not
needed for immediate use but which will be needed before the end of the current period of designation
of depositories. Interim deposits must be evidenced by time certificates of deposit maturing not more
than one year from the date of deposit or by savings or deposit accounts including pass book accounts.

Protection of the College’s deposits is provided by the Federal Deposit Insurance Corporation (FDIC),
by eligible securities pledged by the financial institution as security for repayment, by surety company
bonds deposited with the treasurer by the financial institution or by a single collateral pool established
by the financial institution to secure the repayment of all public moneys deposited with the institution.

Interim monies to be deposited or invested in the following securities:

a. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States;

b. Bonds, notes, debentures, or any other obligations or securities issued by any federal government
agency or instrumentality, including but not limited to, the Federal National Mortgage Association,
Federal Home Loan Bank, Federal Farm Credit Bank, Federal Home Loan Mortgage Corporation,
Government National Mortgage Association, and Student Loan Marketing Association. Allfederal
agency securities shall be direct issuances of federal government agencies or instrumentalities;

c. Written repurchase agreements in the securities listed above provided that the market value of
the securities subject to the repurchase agreement exceeds the principal value of the agreement
by at least two percent and be marked to market daily, and that the term of the agreement must
not exceed thirty days;

d. Bonds and other obligations of the State of Ohio;

e. No-load money market mutual funds consisting exclusively of obligations described in division (1)
or (2) of this section and repurchase agreements secured by such obligations, provided that
investments in securities described in this division are made only through eligible institutions; and,

f.  The State Treasurer’s investment pool (STAROhi0).

Investments in stripped principal or interest obligations, reverse repurchase agreements, and
derivatives are prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of
leverage and short selling are also prohibited. An investment must mature within five years from the
date of purchase unless matched to a specific obligation or debt of the College, and must be purchased
with the expectation that it will be held to maturity.

Investments may only be made through specified dealers and institutions. Payment for investments
may be made only upon delivery of the securities representing the investments to the treasurer or
qualified trustee or, if the securities are not represented by a certificate, upon receipt of confirmation
of transfer from the custodian.

The following information classifies deposits and investments by categories of risk as defined in GASB

Statement No. 3, “Deposits with Financial Institutions, Investments (including Repurchase Agreements),
and Reverse Repurchase Agreements.”
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CASH AND INVESTMENTS (Continued)

Deposits: At June 30, 2001, the carrying amount of the College’s deposits was $8,540,610 and the
bank balance was $9,837,162. All of the bank balance was covered by federal depository insurance
or qualified securities pledged by the institutions holding the assets. By law, financial institutions may
establish a collateral pool to cover all public deposits. The face value of the collateral pool must equal
at least 110% of public funds deposited. Collateral is held by trustees including the Federal Reserve
Bank and designated third-party trustees of the financial institutions.

Investments: GASB Statement No. 3 requires the College categorize investments to give an indication
of the level of risk assumed by the College at year end. Category 1 includes investments that are
insured or registered or for which the securities are held by the College or its agent in the College’s
name. Category 2 includes uninsured and unregistered investments for which the securities are held
by the counterparty’s trust department or agent in the College’s name. Category 3 includes uninsured
and unregistered investments for which the securities are held by the counterparty, or by its trust
department or agent but not in the College’s name.

Carrying Fair
Category 2 Value Value
Common Stock $ 71529 $ 71529 $ 71,529

The classification of cash and cash equivalents and investments on the combined financial statements
is based on criteria set forth in GASB Statement No. 9, “Reporting Cash Flows of Proprietary and Non-
Expendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting.” Cash and
cash equivalents are defined to include investments of the cash management pool and investments
with maturities of six months or less at the time of their purchase by the College.

QUASI-ENDOWMENT

In 1985, the College was awarded an Endowment Challenge Grant of $446,499 from the U.S.
Department of Education to create an endowment fund (Corpus I). The stipulation to receiving the
grant was that the College had to match this grant dollar for dollar. In 1987, the College was awarded
an additional $193,313 from the U.S. Department of Education (Corpus Il) with the same stipulation.
As of June 30, 2001, the Endowment Fund has $1,279,624 in principal that is invested which consists
of $639,812 from federal dollars and $639,812 from matching funds of the College.

According to the grant agreement, one-half of the interest earned on these investments is available and
can be used for current operations of the College. The College has not used the interest earned, rather
they have reinvested the interest back into the Endowment Fund. As of June 30, 2001, the total
interest earnings accumulated in the Endowment Fund and available for current operations is
$1,146,078, and the Endowment Fund balance is $2,425,702.
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TITLE IV GRANT

The Federal Pell Grant Program funds are included in the Current Restricted Funds as requested and
received by the College from the U.S. Department of Education for eligible students, in compliance with
regulations set forth by the Office of Post-Secondary Education. For the year ended June 30, 2001,
the College received $3,211,282 and disbursed $3,211,282 in Federal Pell Grant Program funds that
are included in Federal Grants and Contracts - Restricted, and Educational and General Expenditures,
respectively, on the Statement of Changes in Fund Balances.

STATE SUPPORT

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

In addition to the student subsidies, the State of Ohio provides the funding and constructs major plant
facilities on the College’s campus. This funding