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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED)

This section of Jefferson Community College’s Annual Financial Report presents management’s
discussion and analysis of the college’s financial activity during the fiscal year ended June 30,
2002. No comparative data to last year’s activity is provided in this section since this is the first
year that the college falls under the new reporting requirements of GASB 34/35. In future years,
the college will present a comparative analysis of data to the preceding year.

USING THIS ANNUAL REPORT

In June 1999, the Governmental Accounting Standards Board (GASB) released Statement No.
34, Basic Financial Statements — and Management’s Discussion and Analysis — for State and
Local Governments. This Statement requires a comprehensive look at the entity as a whole and
presents a long-term view of the entity’s finances. In November 1999, GASB issued Statement
No. 35, Basic Financial Statements — and Management Discussion and Analysis — for Public
College and Universities, which applies these standards to public colleges and universities.

The major changes from the statements presented by the College in the past and the “look at the
entity as a whole” are as follows:

. New reporting standards which require three basic financial statements:
1. The Statement of Net Assets
2. Statement of Revenues, Expenses and Change in Net Assets
3. The Statement of Cash Flows.
. Establishing an operating and non-operating basis of reporting whereby revenues that are

charges for services and goods are recorded as operating revenues. Essentially all other
types of revenue are non-operating, or other revenue.

This annual financial report includes the report of independent auditors, this management’s
discussion and analysis, the basic financial statements in the above-referred format, notes to
financial statements and the supplemental information.

FINANCIAL HIGHLIGHTS

As of June 30, 2002, the college’s unrestricted net assets have increased to $3,215,989 from
$2,205,652 at June 30, 2001. The increase is primarily due to a one-time adjustment to levy
income of approximately $900,000, which requires the college to record the levy funds as earned
rather than on a cash basis. The change is required by GASB 34/35.



Net Assets, Year Ended June 30, 2002

06/30/02
Current Assets 5,190,956
Non current Assets (Net of Depreciation) 6,987,480
Total Assets $12,178,436
Current Liabilities 630,655
Non Current Liabilities 533,137
Total Liabilities 1,183,792
Net Assets:
Invested in Capital Assets,
Net of Related Debt 6,987,480
Restricted for:
Scholarships 231,750
Other 559,425
Unrestricted 3,215,989
Total Net Assets $10,994,644
Operating Results

Operating Results for the Year Ended June 30, 2002

Operating Revenues 6/30/02
Tuition and Fees 2,750,180
Auxiliary Services 801,124
Other 706,510
Total Operating Revenues 4.257.814

Operating Expenses 9.810,357

Net Operating Loss 5,552,543

Non Operating Revenues
State Grants and Contracts 4,221,087
Other Non Operating Revenues 1.204.161

Total Non Operating Revenues 5.425.248

Increase (Decrease in Net Assets) (127,295)

Net Assets
Net Assets — beginning of year 11,121,939
Net Assets — end of year $10.994.644




Revenues
State support for higher education, as a whole, was reduced in FY02 due to a shortfall in

state revenues. This decrease was offset by a tuition increase of 8.6% and an increase in
enrollment of 4%.

The college had the third lowest tuition rate in the state for FY02.
The college receives support from the citizens of Jefferson County through a 1 mill tax
levy which generates approximately $1,000,000 annually. This support is independent of

the state and does not fluctuate with changes in enrollment.

Operating Expenses for the Year Ended June 30, 2002

Operating Expenses 6/30/02
Education and General
Instructional 3,570,124
Public Service 605,149
Academic Support 1,095,975
Student Services 860,319
Institutional Support 1,668,055
Operation and Maintenance of Plant 548,360
Scholarships & Fellowships 280,342
Depreciation 360,069
Total Education and General 8,988,393
Auxiliary Enterprises 821,964
Total Operating Expenses 9,810,357

Fiscal Year 2002 is the first year in which depreciation was recorded.



ECONOMIC FACTORS THAT WILL AFFECT THE FUTURE

The economic position of Jefferson Community College is closely tied to that of the state.
Due to limited economic growth and increased demand for state resources, the state will
further reduce funding for FY03.

Due to a continuing decline of state support the Board of Trustees approved a tuition
increase of 15.9% for FY03.

The College is negotiating to acquire a 26,000 square foot facility (former AEP building)
sometime in FY03. Financing for the acquisition, renovation and related equipment
purchases will come from a combination of a state grant of $725,000, Jefferson
Community College capital funds, and bank financing. The acquisition of this building
will allow the college to expand the customized training offered to local business and
industry.
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REPORT OF INDEPENDENT ACCOUNTANTS

Board of Trustees
Jefferson Community College
Steubenville, Ohio

We have audited the accompanying basic financial statements of Jefferson Community College, (a nonpr ofit
organization), as of June 30, 2002, as listed in the table of contents. These basic financial statements are the
responsibility of the College's management. Our responsibility isto express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
Americaand thestandardsapplicableto financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Those standardsrequirethat we plan and perform the audit to
obtain reasonable assurance about whether the basicfinancial statementsar efree of material misstatement. An
audit includes examining, on atest basis, evidence supporting the amountsand disclosuresin the basic 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 basic financial statements referred to above present fairly, in all material respects, the
financial position of Jefferson Community College as of June 30, 2002, and the changesin net assets and cash
flowsfor theyear then ended in confor mity with accounting principlesgener ally accepted in the United Statesof
America.

As described in Note 1 to the basic financial statements, the College adopted Governmental
Accounting Standards Board Statements No. 34, Basic Financial Statements and Management’ s Discussion and
Analysisfor State and Local Governments, No. 35, Basic Financial Statementsand Management’s Discussion and
Analysisfor Public Collegesand Universities, No.37, Basic Financial Statements-and Management’ s Discussion and
Analysis-for State and Local Governments, and No. 38, Certain Financial Statement Note Disclosures. These
statementsresult in a change in format and content of the basic financial statements.

TheM anagement’ sDiscussion and Analysison pages1 —4isnot arequired part of thebasic financial statements
but issupplementary infor mation requir ed by the Gover nmental Accounting Standar dsBoard. Wehaveapplied
certain limited procedures, which consisted principally of inquiries of management regar ding the methods of
measur ement and pr esentation of the supplementary infor mation. However, wedid not audit theinfor mation and
€Xpress no opinion on it.



Our audit was made for the purpose of forming an opinion on the basic financial statements of Jefferson
Community Collegetaken asawhole. The accompanying schedule of federal awar ds expendituresispresented
for purposesof additional analysisasrequired by U.S. Office of M anagement and Budget Cir cular A-133, Audits
of States, Local Governments, and Non-Profit Organizations, and isnot arequired part of thefinancial statements.
Such information has been subjected to the auditing proceduresapplied in the audit of the financial statements
and, in our opinion, isfairly stated, in all material respects, in relation to the financial statements taken as a
whole.

I n accor dancewith Government Auditing Standards, we havealsoissued our report dated October 17, 2002 on our
consideration of Jefferson Community College's internal control over financial reporting and our tests of
compliancewith certain provisionsof laws, regulations, contractsand grants. That report isan integral part of
an audit performed in accor dance with Government Auditing Standards and should beread in conjunction with
thisreport in considering theresults of our audit.

CharlesE. Harris & Associates, Inc.
October 17, 2002



JEFFERSON COMMUNITY COLLEGE
STATEMENT OF NET ASSETS

June 30, 2002

ASSETS

Current Assets
Cash and cash equivalents
Short-term investments
Property tax receivable
Loans receivable, net
Other receivables
Inventory
Other assets

Total current assets
Non-current Assets
Capital assets, gross

Accumulated depreciation

Total assets

LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities
Accrued wages
Deferred revenue
Deposits

Total current liabilities

Non current Liabilities
Compensated absences

Total Liabilities

NET ASSETS

Invested in capital assets, net of related debt

Restricted For: Expendable
Scholarships
Other

Unrestricted

Total Net Assets

Total liabilities and net assets

2002

531,680
2,942,738
782,616
5,000
642,218
167,814

118,890

5,190,956

13,309,597

(6,322,117)

12,178,436

232,430
185,950
183,963

28,312

630,655

553,137

1,183,792

6,987,480

231,750
559,425

3,215,989
10,994,644

12,178,436

The accompanying notes are an integral part of this statement



JEFFERSON COMMUNITY COLLEGE
STATEMENT OF REVENUES, EXPENSES,
CHANGES IN NET ASSETS
For the Year Ended June 30, 2002

REVENUES
Operating Revenues
Tuitions and student fees, net of

bad debt allowance of $84,202 $

Auxiliary enterprises revenue
State grants and contracts
Federal grants and contracts
Other operating revenue

Total operating revenues

EXPENSES

Operating expenses:
Education and General
Public Service
Academic Support
Student services
Institutional support
Operation and maintenance of plant
Scholarships and fellowships
Auxiliary enterprises
Depreciation

Total operating expenses
OPERATING INCOME/(LOSS)
NONOPERATING REVENUES/EXPENSES
State grants and contracts
Federal grants and contracts
Local grants and contracts
Capital grants and contracts
Investment income
Property taxes
Total nonoperating revenues/expenses
Decrease in net assets
NET ASSETS
Beginning of year, as previously reported
Cumulative effect of change in accounting principles

Beginning of year, as restated

Net assets - end of year $

The accompanying notes are an integral part of this statement

2002

2,750,180
801,124
602,197

67,896
36,417

4,257,814

3,570,124
605,149
1,095,975
860,319
1,668,055
548,360
280,342
821,964

360,069

9,810,357

(5,552,543)

4,221,087
7,031
12,728
15,000
191,210

978,192

5,425,248

(127,295)

18,941,640

(7,819,701)
11,121,939

10,994,644



JEFFERSON COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS
For the Year Ended June 30, 2002

CASH FLOW FROM OPERATING ACTIVITIES
Tuition and fees
Payments to suppliers
Payroll and fringe benefits
Auxiliary enterprise charges
Other Income

Net cash used by operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Local property taxes
State appropriations
Grants and contracts

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchases of capital assets

Net cash used by capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest on investments

Net cash provided (used) by investing activities

Net increase (decrease) in cash

Cash, Beginning of Year

Cash, End of Year

2,581,540

(2,560,238)

(6,413,108)
689,221
66,290

(5,636,295)

1,084,433
3,773,166
848,748

5,706,347

(66,538)

(66,538)

256,378

256,378

259,892

3,214,526

3,474,418

(Continued)



JEFFERSON COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS - continued
For the Year Ended June 30, 2002

Reconciliation of net operating revenues (expenses)
to net cash provided (used) by operating activities

Operating loss

Adjustments to reconcile net income (loss) to
net cash provided (used) by operating activities:

Depreciation

Changes in net assets:
Receivables
Inventories
Other assets
Accounts payable
Accrued salaries and benefits
Deposits held
Deferred revenue

Net cash used by operating activities

The accompanying notes are an integral part of this statement
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(5,552,543)

360,069

(568,882)
10,032
(8,249)

121,299

(11,184)
(5,031)
18,194

(5,636,295)




JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES

The significant accounting policies followed by Jefferson Community College are described below to
enhance the usefulness of thefinancial statementsto the reader.

The Reporting Entity

Asdefined by GASB Statement No. 14, “ TheFinancial Reporting Entity,” the Collegeisnot financially
accountablefor any other entity nor arethereany other entitiesfor which the natureand significance of
their relationship with the College ar e such that exclusion would causethe College sfinancial satements
to be mideading or incomplete.

Financial Statement Presentation

In June, 1999, the GASB issued Statement No. 34, Basic Financial Statements and Management
Discussion and Analysisfor Stateand Local Governments. Thiswasfollowed in November 1999 by GASB
Statement No. 35, Basic Financial Statements and Management’s Discussion and Analysis for Public
Collegesand Universities. Thefinancial statement presentation required by GASB No. 34 and GASB No.
35 provides a comprehensive, entity-wide perspective of the College's assets, liabilities, net assets,
revenues, changesin net assets, cash flows, and replacesthe fund-group per spective previousy required.

Effective July 1, 2001, the College adopted two related GASB Statements:. GASB Statement No. 37,
Basic Financial Statements — and Management’'s Discussion and Analysis — for State and Local
Governments: Omnibus, and GASB Statement No. 38, Certain Financial Statement Note Disclosures.
These statements establish comprehensive new financial reporting requirements for governmental
colleges and universities throughout the United States. Much of thereporting of the College has been
restructured and includes management discussion and analysis.

Significant accounting changes madein order to comply with the new requirementsinclude adoption of
depr eciation on capital assets. Thecumulativeeffect of applying GASB Statement No. 35totheCollege's
financial statementsisreported asarestatement of beginning net assets. Thefollowingisareconciliation
of thetotal June 30, 2001 net assetsaspreviously reported, totherestated Net Assets—Beginning of the
Year balancereported on the Statement of Revenues, Expenditures and Changesin Net Assets:

June 30, 2001

Combined net assets, as previoudy reported $ 18,941,640
Restatements (7,819,701)
Combined net assets, restated $ 11,121,939

Basis of Accounting

For financial reporting purposes, the Collegeisconsider ed a special-pur pose gover nment engaged only in
business-type activities. Accordingly, the College' sfinancial statementshave been presented using the
economic resour ces measur ement focus and the accrual basis of accounting. Under the accrual basis,
revenuesar erecognized when ear ned, and expensesar er ecor ded when an obligation hasbeenincurred.
All significant intra-agency transactions have been eliminated.

-11 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES - (continued)

Basis of Accounting — (continued)

TheCollegehastheoption to apply all Financial Accounting StandardsBoard (FASB) pronouncements
issued after November 30, 1989, unless FASB conflictswith GASB. The Collegehaselected to not apply
FASB pronouncementsissued after the applicable date.

Net Assets
The College' s net assets are classified as follows:

Invested in capital assets, net of related debt: This representsthe College’ stotal investment in
capital assets, net of outstanding debt obligationsrelated to those capital assets. Tothe extent
debt hasbeen incurred but not yet expended for capital assets, such amountsarenot included as
a component of invested in capital assets, net of debt.

Restricted net assets— expendable: Restricted expendable net assetsincluderesourcesin which
the College is legally or contractually obligated to spend resources in accordance with
restrictionsimposed by external third parties.

Restricted net assets— nonexpendable: Nonexpendablerestricted net assetsconsist of endowment
and similar typefundsin which donorsor other outside sour ceshave stipulated, asa condition
of the gift instrument, that the principal isto be maintained inviolate and in perpetuity, and
invested for the purpose of producing present and futur eincome, which may either be expended
or added to principal. At June 30, 2002, the College has no nonexpendablerestricted assets.

Unrestricted net assets. Unrestricted net assetsrepresent resour cesder ived from student tuition
and fees, state appropriations, and salesand servicesof educational departmentsand auxiliary
enterprises. Theseresourcesare used for transactionsrelating to the educational and general
operations of the College, and may be used at the discretion of the governing board to meet
current expensesfor any purpose. Theseresour cesalsoincludeauxiliary enterprises, which are
substantially self-supporting activitiesthat provide servicesfor students, faculty and staff.

When an expense is incurred that can be paid using either restricted or unrestricted resources, the

College' spolicy istofirst apply the expensetowar dsunrestricted resour ces, and then towardsrestricted
I esour ces.

-12 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES - (continued)

Cash Equivalents

For the pur poses of the statements of cash flows, the College consider sall highly liquid investmentswith
an original maturity of three monthsor lessto be cash equivalents.

nvestments

The College accounts for its investments at fair value in accordance with GASB Statement No. 31,
Accounting and Financial Reporting for Certain I nvestmentsand for External | nvestment Pools. Changes
inunrealized gain (loss) on the carrying value of investmentsar er epor ted asa component of investment
incomein the statements of revenues, expenses, and changesin net assets.

Accounts Receivable

Accounts receivable consists of tuition and fee charges to students and auxiliary enterprise services
provided to students, faculty and staff, the majority of each residing in the State of Ohio. Accounts
receivable also include amounts due from the Federal government, state and local gover nments or
private sources, in connection with reimbursement of allowable expenditures made pursuant to the
College’'s grants and contracts. Accounts receivable are recorded net of estimated uncollectable
amounts. Property taxesreceivableinclude amounts due within the next year.

Inventories

Inventoriesconsist principally of booksand suppliesof thebookstore. Bookstoreinventoriesat year-end
are stated at the lower of cost or market value on thefirst-in, first-out basis.

Capital Assets

Capital assetsarerecorded at cost at the date of acquisition, or fair market value at the date of donation
in the case of gifts. For equipment, the College’ s capitalization policy includesall itemswith a unit cost
of $5,000 or more, and an estimated life of greater than one year. Renovations to buildings,
infrastructure, and land improvementsthat significantly increasethevalueor extend the useful lifeof the
structurearecapitalized. Routinerepairsand maintenancear e char ged to oper ating expensein theyear
in which the expense wasincurred.

Depreciation iscomputed using the straight-line method over the estimated useful lives of the assets, 40
year sfor buildingsand building improvements, 10 year sfor equipment other than computer equipment,
and 3 yearsfor computer equipment.

Deferred Revenues

Deferred revenuesincludeamountsreceived for tuition and feesand certain auxiliary activitiesprior to
theend of thefiscal year but related to the subsequent accounting period. Deferred revenuesalsoinclude
amountsreceived from grant and contract sponsorsthat have not yet been earned.

-13 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

SUMMARY OF SIGNIFICANT ACCOUNTING AND REPORTING POLICIES - (continued)

Compensated Absences

Employee vacation pay is accrued at year-end for financial statement purposes. The liability and
expenseincurred arerecorded at year-end as compensated absences payable in the statements of net
assets, and asa component of compensation and benefit expensein the statementsof revenues, expenses,
and changesin net assets.

Noncurrent Liabilities

Noncurrent liabilitiesinclude estimated amountsfor accrued compensated absencesand other liabilities
that will not be paid within the next fiscal year.

Income Tax

The College, asa political subdivision of the State of Ohio, isexcluded from federal income taxesunder
Section 115 (1) of the Internal Revenue Code, as amended.

Classification of Revenues

The College has classified its revenues as either operating or nonoperating revenues according to the
following criteria:

Operating revenue: Operating revenues include activities that have the characteristics of
exchange transactions such as (1) student tuition and fees, net of scholarship discounts and
allowances, (2) sales and services of auxiliary enterprises, net of scholarship discounts and
allowances, (3) most federal, state and local grants and contracts and federal appropriations,
and (4) interest on ingtitutional student loans.

Nonoperating revenues. Nonoperating revenuesincludeactivitiesthat havethe characteristics
of nonexchangetransactions, such asgiftsand contributions, and other revenuesour cesthat are
defined as nonoperating revenues by GASB No. 9, Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities That Use Proprietary Fund Accounting,
and GASB No. 34, such as state appropriations, investment income and property taxes.

Scholar ship Discounts and Allowances

Student tuition and fee revenues, and certain other revenues from students, are reported net of
scholar ship discountsand allowancesin the statements of revenues, expenses, and changesin net assets.
Scholar ship discountsand allowances ar ethe differ ence between the stated char gefor goodsand services
provided by the College, and theamount that ispaid by studentsand/or third parties making payments
on the students' behalf. Certain governmental grants, such as Pell grants, and other federal, state or
nongover nmental programs, arerecor ded aseither operating or nonoper ating revenuesin theCollege's
financial statements. Totheextent that revenuesfrom such programsareused to satisfy tuition and fees
and other student charges, the College hasrecorded a scholar ship discount and allowance.

-14 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

DEPOSITS AND INVESTMENTS

The investment and deposit of College monies is governed by the Ohio Revised Code. In accordance with
the Ohio Revised Code, only banks located in Ohio and Ohio domestic building and loan associations are
eligible to hold public deposits. Also, the investment of the College's monies is restricted to certificates of
deposits, savings accounts, money market accounts, STAR Ohio, obligations of the United States
government or certain agencies there of and certain industrial revenue bonds issued by other
governmental entities. The College may also enter into repurchase agreements with any eligible
depository for a period not exceeding 30 days.

The College's Board of Trustees is responsible for selecting depositories and investing funds. Protection
for the College's deposits is provided by the federal deposit insurance corporation, qualified securities
pledged in the name of the College and held at the federal reserve, or by a collateral pool created by the
financial institution to cover all local governmental deposits. The face value of the pooled collateral must
equal at least 110% of the public funds on deposit. At least quarterly the College determines that the
collateral has a market value adequate to cover the deposits. Collateral is held by trustees including the
Federal Reserve Bank and the Federal Home Loan Bank Board.

The following information classifies deposits and investments by categories of risk as defined by GASB
Statement No.3, “Deposits with Financial Institutions, Investments and Reverse Repurchase
Agreements.”

Deposits: At year end, the carrying amount of the College's deposits was $2,831,225 and the bank
balance was $2,939,879. On the bank balance:

1. $400,000 was covered by federal depository insurance.

2. $2,539,879 was uninsured, but collateralized by U.S. Government securities pooled by
the depositories not in the College's name. As with all deposits, there is a risk of loss of
assets, but management believes this collateral gives the College its safest deposit of
money.

Investments

GASB Statement 3 '"Deposits with Financial Institutions, Investments and Reverse Repurchase
Agreements'" requires that local governments disclose the carrying amount and the market value of
investments, classified by risk. The College's investments are categorized as either (1) insured or
registered for which the securities are held by the College or its agent in the College's name, (2)
uninsured or unregistered for which the securities are held by the broker's or dealer's trust department
or agent in the College's name or (3) uninsured or unregistered for which the securities are held by the
broker or dealer, or by its trust department or agent, but not in the College's name.

-15 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

DEPOSITS AND INVESTMENTS (continued)

I nvestments - (continued)

Risk Category
Carrying Fair
1 2 3 Amount Value
Donated Stocks $ -0 $ 37617 $ -O $ 37617 $ 37617
Repurchase Agreement -0- -0- 601,000 601,000 601,000
Total $ -0 $ 37,617 $601,000 $ 638617 $ 638,617

Theclassification of cash and cash equivalentsand investmentson the basic financial statementsisbased
on criteria set forth in GASB Statement No. 9. A reconciliation between the classifications of cash and

investments on the combined financial statementsand the classification per GASB Statement No. 3isas
follows:

Cash and Cash
Equivalents Investments
GASB Statement 9 $ 1,136,801 $ 2,337,617
Cash on Hand (4,576)
Investments:
Certificates of Deposit 2,300,000 (2,300,000)
(Over 90 Days)
Repurchase Agreement (601,000) 601,000
GASB Statement 3 $ 2,831,225 $ 638,617

ACCOUNTSRECEIVABLE

Receivables at June 30, 2002 consisted of accounts (tuition and other fees), notes, interest and
intergover nmental grants. All receivables, except for doubtful accountsreceivablein collection with the
Onhio Attorney General, are consider ed collectible in full dueto the stable condition of State programs
and thecurrent fiscal year guarantee of federal funds.

-16 -



JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

CAPITAL ASSETS

Changesin capital assets at June 30, 2002 is composed of the following:

Balance Capitalization Balance
Description 07/01/01 Additions Deletions Change 06/30/02
Land $279,400 $  -0- $ -0 $ -0- $279,400
Buildingsand
Building I mprovement 11,707,614 24,810 -0- (105,982) 11,626,442
M ovable Equipment
and Furniture 4,003,059 41,728 -0- (2,641,032 1,403,755
Total $15,990,073 $66,538 -0- (2,747,014)  $13,309,597
Less:
Accumulated Depreciation (5,962,048)  (360,069) -0- -0- (6,322,117)
Capital assets, net $10,028,025 $6,987,480
STATE SUPPORT

Jefferson Community Collegeisa state-assisted institution of higher education which receivesa student
enrollment-based instructional subsidy from the State of Ohio. This subsidy is determined annually
based upon a formula devised by the Ohio Board of Regents, adjusted to state resources available.

Inaddition tothecurrent operating subsidies, the State of Ohio providesthefunding for theconstruction
of major plant facilities on Jefferson Community College's campus. The funding is obtained from the
issuance of special obligation bonds by the Ohio Public Facilities Commission (OPFC), which in turn
initiates the construction and subsequent lease of the facility by the Ohio Boar d of Regents.

Such facilities arereflected asbuilding or construction in progressin the accompanying balance sheet.
Neither the obligation for the bondsissued by OPFC nor the annual debt service chargesfor principal
and interest on the bonds are reflected in the College's financial statements. Debt service is funded
through appropriationsto the Ohio Board of Regents by the General Assembly.
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JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

ACCRUED LIABILITIES

Accrued liabilitiesinclude paymentsfor SERS and STRS, and alternativeretirement benefit payments
due on accrued salaries. Also included are vacation and sick leave benefits and salaries and wages
payable at June 30, 2002.

The SERS and STRS payablerepresentswithholdings made from employeesin fiscal 2002 to be paid to
the School Employees Retirement System and the State Teachers Retirement System in fiscal 2003.
Vacation/Sick Leave payable is management’s estimation of earned benefits that would be paid to
employees upon termination, retirement or by usage of vacation and sick leave. It isrecorded in
accordance with Statement No. 16 of the Governmental Accounting Standards Board. Salaries and
wages payablerepresent employee ear ningsfor fiscal year 2002 but not paid until fiscal year 2003. It is
mostly faculty contractsthat are earned but not yet paid at year- end.

TAXLEVY

TheCollegehaslevied a1 mill property tax for general operating expenses. Theamount collected for the
fiscal year ending June 30, 2002 was $978,192.

DEFINED BENEFIT PENSION PLANS

School Employees Retirement System

Jeffer son Community College contributesto the School EmployeesRetirement System of Ohio (SERS), a
cost-sharing multiple employer retirement system administered by the School Employees Retirement
Board. SERSprovidesbasicretirement benefits, disability, survivor, and health care benefitsbased on
eligible service credit to members and beneficiaries. Benefits are established by Chapter 3309 of the
Ohio Revised Code. SERSissuesa publicly availablefinancial report that includesfinancial statements
and required supplementary information for SERS. The report may be obtained by writing to the
School Employees Retirement System, 300 East Broad Street, Columbus, Ohio 43215-3746.

Plan members are required to contribute 9 percent of their annual covered salary and Jefferson
Community Collegeisrequired to contributean actuarially determined rate. Thecurrent rateis14% of
annual cover ed payroll. Thecontribution requirementsof plan member sand employer sareestablished
and may be amended, up to statutory maximum amounts, by the SERS Retirement Board. The
College' scontributionsto SERSfor the year sended June 30, 2002, 2001, 2000 wer e $249,692, $245,151
and $259,075, respectively, equal to the required contributions for each year. Eighty-six percent has
been contributed for fiscal year 2002 and 100 percent for fiscal years 2001 and 2000. $36,012
representing the unpaid contributions for fiscal year 2002, isrecorded asa liability.
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JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

DEFINED BENEFIT PENSION PLANS — (continued)

State Teacher s Retirement System

Jefferson Community College contributesto the State Teacher s Retirement System of Ohio (STRS), a
cost-sharing multiple employer retirement system administered by the State Teachers Retirement
System. STRSprovidesbasicretirement benefits, disability, survivor, and health care benefitsbased on
eligible service credit to members and beneficiaries. Benefits are established by Chapter 3307 of the
Ohio Revised Code. STRSissuesapublicly availablefinancial report that includesfinancial statements
and required supplementary information for STRS. Thereport may beobtained by writingtothe State
Teachers Retirement System, 275 East Broad Street, Columbus, Ohio 43215-3771.

Plan members are required to contribute 9.3% percent of their annual covered salary and Jefferson
Community Collegeisrequired to contribute 14 percent, 4.5 percent (the latest infor mation available)
was the portion used to fund pension obligations. Contribution rates are established by STRS, upon
recommendation of its consulting actuary, not to exceed statutory maximum rates of 10 percent for
member sand 14 percent for employers. The College' srequired contributionsfor pension obligationsto
STRS for the fiscal years ended June 30, 2002, 2001, 2000 were $390,808, $368,935, and $352,228,
respectively. Ninety-eight percent hasbeen contributed for fiscal year 2002 and 100 per cent for fiscal
year s 2001 and 2000. $9,949 r epr esenting the unpaid contributionsfor fiscal year 2002, isrecorded asa
liability.

POSTEMPLOYMENT BENEFITS

The College provides comprehensive health care benefits to retired teachers and their dependents
through the State Teacher sRetirement System (STRS), and toretired non-certified employeesand their
dependentsthrough the School Employees Retirement System (SERS). Benefitsinclude hospitalization,
physicians fees, prescription drugs and reimbursement of monthly medicare premiums. Benefit
provisionsand theobligation to contribute ar e established by the Systemsbased on authority granted by
State statute. Both systems arefunded on a pay-as-you-go basis.

The State Teachersretirement Board has statutory authority over how much, if any, of the health care
costswill beabsorbed by STRS. Most benefit recipientspay a portion of thehealth carecost in theform
of amonthly premium. By Ohio law, the cost of coveragepaid from STRSfundsshall beincluded in the
employer contribution rate, currently 14 per cent of covered payroll. Through June 30, 2001 (thelatest
information available) the Board allocated employer contributions equal to 4.5 percent of covered
payroll to the Health Care Reserve Fund. For the College, thisamount equaled $125,617 during fiscal
year 2002.

STRSpayshealth carebenefitsfrom the Health Car e Reserve Fund. Thebalancein the Fund was$3.256

billion at June 30, 2001 (thelatest information available). For theyear ended June 30, 2001, net health
care costs paid by STRS were $300,772,000 and STRS had 102,132 eligible benefit recipients.
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10.

JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

POSTEMPLOYMENT BENEFITS - (continued)

For SERS, coverage is made available to service retirees with ten or more years of qualifying service
credit, and disability and survivor benefit recipients. Membersretiringon or after August 1, 1989, with
less than twenty-five year s of service credit must pay a portion of their premium for health care. The
portion isbased on years of service up to a maximum of 75 percent of the premium.

After the allocation for basic benefits, the remainder of the employer’s 14 percent is allocated to
providing health car ebenefits. At June 30, 2001 (thelatest infor mation available) theallocation ratewas
9.8 percent. Inaddition, SERSleviesa surchargetofund health carebenefitsequal to 14 per cent of the
differ ence between a minimum pay and the member’spay, pro-rated for partial servicecredit. For the
current year, theminimum pay hasbeen established at $12,400. Thesur charge, added totheunallocated
portion of the 14 percent employer contribution rate, providesfor maintenance of the asset tar get level
for the health care fund.

Thetarget level for the health carereserveis 150 per cent of annual health care expenses. Expensesfor
health careat June 30, 2001 (thelatest infor mation available), wer e $161,439,934 and thetar get level was
$242.2 million. At June 30, 2001 SERS had net assets available for payment of health care benefits of
$315.7 million. SERS has approximately 50,000 participants currently receiving health care benefits.
For the College, the amount to fund health car e benefits equaled $174,784.

RISK MANAGEMENT

The Collegeisexposed to variousrisks of lossrelated to torts, theft of, damageto, destruction of assets,
errors and omissions, injuries to employees and natural disasters. During the fiscal year 2002, the
College contracted with insurance companies for coverage of buildings and contents.
Thefollowingisa list of insurance coverages of the College and the deductibles associated with each:

Coverage Amount Deductible

Commercial Property

Commercial Property $ 4,190,785 $1,000
Building 20,059,000 1,000
Earthquake 6,000,000 25,000
Business |ncome 1,000,000 1,000

Commercial General Liability

General Liability 2,000,000 1,000
Employee Benefit Liability 1,000,000 1,000

Commercial Crime

Employee Dishonesty 150,000 1,000
Forgery 100,000 1,000
Premises 50,000 1,000
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JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

RISK MANAGEMENT - (continued)

Coverage Amount Deductible

Commercial Inland Marine

Accounts Receivable 100,000 -
Valuable Papers 100,000 1,000
EDP 993,445 1,000

Commercial Auto
Auto 1,000,000 1,000

Commercial Umbrella 5,000,000 10,000

Settled claims have not exceeded commer cial coveragein any of the past threeyears. Also, the College
has not significantly reduced coveragesin the past year.

All employees of the College ar e cover ed by a blanket bond, while certain individualsin policy making
roles are covered by a separate, higher bond coverage.

The College pays the State Worker's Compensation System a premium based on a rate per $100 of
salaries. Therateiscalculated based on accident history and administrative costs.

TheCollegedoesnot provide Vision or Dental insurance. However, each employeeisgranted an amount
of $750, if a PPO member in a flexible spending plan, to use for reimbursement of expenses for non-
cover ed medical payments, co-payments, etc. If an employeeisnot enrolled in the College' shealth plan,
the College entitles the employee to a cash payment of $1,400 a year or $2,400 if the employee declines
thehealth carecoverage. TheCollegeself-insuresa prescription drug plan for employees. Prescription
expenses for fiscal year 2002 totaled $119,643.

The premiums paid by the College for full-time employees are asfollows:

Single Coverage Double Coverage Family Coverage
P.P.O. $ 247.32 $ 544.10 $ 706.36

Double Coverage premium for the P.P.O. plan is, for example, coveragefor an employee and spouse, or
an employee and child which would not, in these instances, require full family plan coverage.
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JEFFERSON COMMUNITY COLLEGE
Notes to the Financial Statements
For the Year Ended June 30, 2002

RISK MANAGEMENT - (continued)

Beginning Current Year Claim Ending

Balance Claims Payments Balance
2001 -0- 102,106 102,106 -0-
2002 -0- 119,643 119,643 -0-

PENDING LITIGATION

At June 30, 2002, ther e wer elawsuits and claims pending against Jeffer son Community College. Inthe
opinion of management, the ultimate liabilities, if any, resulting from such lawsuits and claimswill not
materially affect the financial position of Jefferson Community College.

Under the terms of federal and state grants, periodic audits are required and certain costs may be
guestioned asnot being appropriate expendituresunder thetermsof thegrants. Such auditscould lead
to reimbursement to the grantor agencies. College management believes disallowances, if any, will be
immaterial.
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JEFFERSON COMMUNITY COLLEGE
Schedule of Federal Awards Expenditures

For the Year Ended June 30, 2002

Pass Through
Federal Grantor/Pass Through Grantor Entity CFDA Receipts Program
Program Title Number Number Recognized Expenditures
U.S. Department of Education
Student Financial Aid Cluster:
Pell Grant - Financial Aid Direct 84.063 $ 1,643,938 $ 1,643,938
Pell Grant - Administrative Allowance " " 4,040 4,040
Total Pell Grant 1,647,978 1,647,978
S.E.O.G. - Financial Aid " 84.007 53,720 53,720
College Work Study - Financial Aid " 84.033 33,278 33,278
College Work Study - Administrative Allowance " " 3,030 3,030
Total College Work Study 36,308 36,308
Total College Work Study 1,738,006 1,738,006
U.S. Department of Education/
Passed Through Ohio Department of Education
Tech Prep Programs VETP-2002-15-A2 84.243 374,415 366,187
A.B.L.E. Workplace Literacy Project 063453-AB-S1-02 84.002 15,446 15,446
Perkins Grant VEC P11-P01-511 84.048 52,863 53,700
Total Ohio Department of Education 442724 435,333
Total U.S. Department of Education 2,180,730 2,173,339
U.S. Department of Labor/
Passed Through Ohio Department of Job and Family Services
Workforce Investment Act 4D7310000 17.255 32,302 32,302
Total U.S. Department of Labor 32,302 32,302
U.S Appalachian Regional Commission/
Passed Through Ohio Appalachian Center For Higher Education
Vocational and Other Education Facilities HB215235-478 23.012 47,000 50,257
Total Appalachian Regional Commission 47,000 50,257
U.S. Department of Human Services/
Passed Through Ohio Board of Regents
J.0.B.S Program 561 93.593 50,000 51,470
Total U.S. Department of Human Services 50,000 51,470
Total Federal Financial Assistance $ 2,310,032 $ 2,307,368

See accompanying Notes to the Schedule of Federal Awards Expenditures
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JEFFERSON COMMUNITY COLLEGE
Notesto the Schedule of Federal Awar ds Expenditures
For the Year Ended June 30, 2002

General

Theaccompanying Schedule of Federal Awar ds Expenditur esof Jeffer son Community College presents
theactivity of all federal awardsof the College. TheCollege' sreporting entity isdefined in Note1tothe
College'sfinancial statements. Federal awar dsreceived directly from federal agenciesaswell asfederal
awar ds passed through other government agencies areincluded on the schedule.

Basis of Accounting

The basis of accounting for this schedule is the accrual basis, which is consistent in the financial
reporting basis. See Note 1 of the Financial Statements.
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Rockefeller Building

614 W Superior Ave Ste 1242

Cleveland OH 44113-1306
CharlesE. Harris & Associates, I nc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

REPORT ON COMPLIANCE AND INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Trustees
Jefferson Community College
Steubenville, Ohio

Wehave audited thebasic financial statements of Jeffer son Community College (a nonpr ofit or ganization) as of
and for the year ended June 30, 2002, and have issued our report thereon dated October 17, 2002, wherein we
noted the College adopted Gover nmental Accounting Standar dsBoar d Statement Nos. 34, 35, 37 and 38 for the
year ended June 30, 2002. We conducted our audit in accordancewith auditing standar dsgenerally accepted in
the United States of America and the standards applicableto financial auditscontained in Government Auditing
Standards, issued by the Comptroller General of the United States.

Compliance

As part of obtaining reasonable assurance about whether the College’'s basic financial statements are free of
material misstatement, we perfor med testsof itscompliancewith certain provisionsof laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the deter mination of financial
statement amounts. However, providing an opinion on compliancewith those provisionswasnot an objective of
our audit and, accordingly, we do not express such an opinion. Theresultsof our testsdisclosed no instances of
noncompliancethat arerequired to be reported under Government Auditing Standards.

Internal Controls Over Financial Reporting

In planning and performing our audit, we consider ed the College sinternal control over financial reportingin
order todetermineour auditing proceduresfor the pur pose of expressing our opinion on thefinancial statements
and not to provide assurance on theinternal control over financial reporting. Our consideration of theinternal
control over financial reporting would not necessarily disclose all mattersin the internal control over financial
reporting that might be material weaknesses. A material weaknessisa condition in which thedesign or operation
of one or more of the internal control components does not reduce to a relatively low level the risk that
misstatementsin amountsthat would bematerial in relation to thefinancial statementsbeing audited may occur
and not be detected within a timely period by employees in the normal course of performing their assigned
functions. Wenoted no mattersinvolving theinternal control over financial reporting and itsoperation that we
consider to be material weaknesses.
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However, wenoted other mattersinvolving theinternal control over financial reportingthat wehavereported to
the management of the Collegein a separ ate letter dated October 17, 2002.

Thisreport isintended for the information and use of management, the Board of Trustees, federal awarding

agencies and pass-through entities, and isnot intended to be and should not be used by anyone other than these
specified parties.

CharlesE. Harris & Associates, Inc.
October 17, 2002
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Rockefeller Building
614 W Superior Ave Ste 1242
Cleveland OH 44113-1306

CharlesE. Harris & Associates, I nc. Office phone - (216) 575-1630
Certified Public Accountants Fax - (216) 436-2411

REPORT ON COMPLIANCE WITH REQUIREMENTSAPPLICABLE TO
EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Trustees of
Jeffer son Community College
Steubenville, Ohio

Compliance

We have audited the compliance of Jefferson Community College (a nonprofit organization) with the types of
compliancerequirementsdescribed in U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to its major federal programsfor the year ended June 30, 2002. The College's
major federal programsareidentified in the summary of auditor’sresults section of the accompanying schedule
of findings and questioned costs. Compliance with therequirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the College’'s management. Our
responsibility isto express an opinion on the College’ s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standar ds 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 OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Thosestandardsand OMB Circular A-133 requirethat weplan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirementsreferred to above that could have a direct and material effect on a major program occurred. An
audit includes examining, on atest basis, evidence about the College' s compliance with those requirements and
performing such other procedures, aswe considered necessary in the circumstances. Webelievethat our audit
provides a reasonable basisfor 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 therequirementsreferred to abovethat are
applicableto its major federal programsfor the year ended June 30, 2002.

Internal Control Over Compliance

The management of the College isresponsible 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
requirementsthat could have a direct and material effect on amajor federal programin order to determineour
auditing proceduresfor the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all mattersin the
internal control that might be material weaknesses. A material weaknessisa condition in which the design or
operation of oneor mor e of theinternal control componentsdoesnot reducetoarelatively low level therisk that
noncompliancewith applicablerequirementsof laws, regulations, contractsand grantsthat would bematerial 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 compliance and its operation that we consider to be material weaknesses.

This report intended for the information and use of management, the Board of Trustees, federal awarding

agencies and pass-through entities, and isnot intended to be and should not be used by anyone other than these
specified parties.

CharlesE. Harris & Associates, I nc.
October 17, 2002
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 SECTION .505

JEFFERSON COMMUNITY COLLEGE
JEFFERSON COUNTY
June 30, 2002

1. SUMMARY OF AUDITOR'S RESULTS

(d)(@)()) |Type of Financial Statement Unqualified
Opinion
(d)(@)(ii) |Were there any material control No
weakness conditions reported at
the financial statement level
(GAGAS)?
(d)(@)(ii) |Were there any other reportable No
control weakness conditions
reported at the financial
statement level (GAGAS)?
(d)(2)(iii) |Was there any reported material No
non-compliance at the financial
statement level (GAGAS)?
(d)(2)(iv) |Were there any material internal No
control weakness conditions
reported for major federal
programs?
(d)(2)(iv) |Were there any other reportable No
internal control weakness
conditions reported for major
federal programs?
(d)(2)(v) |Type of Major Programs' Unqualified
Compliance Opinion
(d)(2)(vi) |Are there any reportable findings | No
under Section .510
(d)(2)(vii) |Major Programs: Student Financial Aid Cluster:
Pell Grant CFDA #84.063
S.E.O.G. CFDA #84.007
College Work Study CFDA #84.033
Tech Prep CFDA #84.243
(d)(2)(viii) |Dollar Threshold: Type A\B Type A: > $300,000
Programs Type B: all others
(d)(1)(ix) |Low Risk Auditee? Yes
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS - (continued)
OMB CIRCULAR A-133 SECTION .505

JEFFERSON COMMUNITY COLLEGE
JEFFERSON COUNTY
June 30, 2002

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS
REQUIRED TO BE REPORTED IN ACCORDANCE WITH GAGAS

None.

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None.
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STATUS OF PRIOR AUDIT'S CITATIONS AND RECOMMENDATIONS

The prior audit report, as of June 30, 2001, included no material citations or recommendations.
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

JEFFERSON COMMUNITY COLLEGE

JEFFERSON 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 to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 9, 2003
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