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COLUMBUS STATE COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
June 30, 2004 and 2003

MANAGEMENT’'S DISCUSSION AND ANALYSIS

This section of Columbus State Community College’s Annual Report presents management’s discussion
and analysis of the College’s financial position as of June 30, 2004; and financial activity for the fiscal year
July 1, 2003 through June 30, 2004, with selected comparative information for the fiscal year ended June
30, 2003, and June 30, 2002 when appropriate. This discussion should be read in conjunction with the
accompanying financial statements and notes herein.

WHAT IS BEING PRESENTED

This section includes the following statements, and for illustrative purposes, various graphs, charts, and
other narratives.

QO Statement of Net Assets;
QO  Statement of Revenues, Expenses, and Changes in Net Assets and;
Q  Statement of Cash Flows

A full set of financial statements, complete with notes, is presented in the next section of this annual
report. They include the College, its Auxiliaries, and the Columbus State Community College
Development Foundation.

Management's discussion and analysis is focused on the primary institution and its auxiliaries.

It is management’s intention to discuss significant financial data based upon currently know facts,
decisions and conditions that have already occurred. There are factors, however, that may impact future
periods, which are considered in the last section of this discussion.

ABOUT THE COLLEGE
Mission

The mission of Columbus State Community College is to provide quality educational programs that meet
the lifelong learning needs of its community. Through its dynamic curriculum and commitment to
diverse learners, the College will serve as a catalyst for creating and fostering linkages among the
community, business and educational institutions. The College will proactively respond to the changing
needs of our community and its role in the global economy through the use of instructional and emerging
technologies.

History

On September 30, 1963, the Columbus Area Technical School (the forerunner to Columbus State
Community College) held its first class in the basement of Columbus Ohio’s Central High School. Total
enrollment was 67 students. The College’s 2003-2004 academic year enrollment (40 years later) surpassed
23,000 students.
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During this 40 year period, over 350,000 people have walked through the College’'s doors, with over
25,000 earning college degrees. In the past four decades the College has grown from a few dozen
students into an educational and economic force dedicated to serving the job training, workforce
development, and higher education needs of central Ohio.

The average Columbus State Community College student is 27 years of age, female (58%), and takes an
average of nine credit hours of courses (twelve hours being a full-time load). Columbus State
Community College students come from many different cultural, ethnic and sociceconomic backgrounds;
representing over 65 different countries.

Columbus State Community College offers approximately 57 approved Associate Degree Programs
ranging from Accounting to Veterinary Technology. A multitude of certificate programs, non-credit
offerings, and specialized training options are also offered.

FINANCIAL HIGHLIGHTS
» Enrollment growth

Enrollment in 2004 increased to 23,297 or 4.8%. Since 1997, Columbus State’s enrollment has
grown 42.7%. Preliminary indications are that a slight enrollment decline may occur in fiscal
year 2005. Enrollment-related expenses are managed with increases or decreases in the use of
part-time faculty (adjuncts) who are employed on a quarter-by-quarter basis.

» Revenues increase

Operating revenues increased to $79.2 million a 10.7% increase over fiscal year 2003. This
increase was driven by a 6.1% increase in tuition rates and a 6.7% increase in financial aid monies
received from external funding sources, such as federal and state government. State
appropriations (tuition subsidy for Ohio residents) increased to $46.7 million; a $3.0 million
(6.8%) increase over 2003.

» Sale of general receipts bonds

To take advantage of historically low interest rates, prepare for continued uncertainties in state of
Ohio funding, preserve cash, and realize approximately $140,000 in savings by refinancing its
fiscal year 1993 bonds, the College issued $17.1 million in general receipts bonds to be used as
follows:

¢ 3.4 million refunding Series 1993 bonds

o 57 million of a new retail complex, which will include the College’s bookstore and other
auxiliary services.

e 53 million child care facility in a major academic building currently under construction;
and
$3.4 million for various building projects.
$ .3 million, other
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» Upgraded credit rating

Prior to issuing its debt, the college improved its credit rating with Moody's Investors Service
from A2 to A1, and Standard and Poor’s Rating Service from A- to A.

» Second Campus

On May 27, 2004, the Columbus State Community College Board of Trustees set aside $4.7
million for the purchase of land in Delaware County, Ohio, approximately 25 miles north of
downtown Columbus, Ohio. The balance of the funds needed to purchase the land, $936,000,
came from State capital appropriations. The land purchase is in response to an extensive study
presented to the Board in November, 2002 that urged the purchase of land in Delaware County at
which a second campus could be built. Delaware County, Ohio, is the 16t fastest growing
county in the country and the fastest growing county in the state.

» Other Approved Projects

The College’s Board of Trustees continued its practice of allocating resources within its annual
operating budget for asset acquisition, renovations and upgrades, including;

e 52 6 million for computers, furniture and instructional equipment.

o %25 million for capital improvements

e &5 million for additional expenditures related to its ongoing administrative and
academic software implementation.

OTHER FACTORS TO CONSIDER

There are many indicators of quality in higher education institutions, including but not limited to student
retention rates, job placement statistics, salary ranges of recent graduates, and the appearance and
condition of physical plant facilities. Financial statements assess primarily the quality of the college’s
financial condition.

FINANCIAL STATEMENTS
The Statement of Net Assets details all College holdings (assets) such as cash, investments, accounts
receivable, land and buildings; and liabilities including payments due to vendors, and short and long-

term debt, as of June 30, 2004.

The total amount of assets minus liabilities equals net assets. These net assets are categorized as
restricted in use by outside sources, or unrestricted for general use.
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The Statement of Revenues, Expenses and Changes in Net Assets show the revenues earned and expenses
incurred during the year, and the resulting gain or loss. This statement is prepared under the accrual
basis of accounting whereby revenues and expenditures are recognized when the service is provided and
the resource(s) is/are used. This principle called the “matching concept” is best demonstrated in the
college’s collection of student tuition. For example, most tuition is collected within the first eight days of
each academic quarter, yet the revenue is distributed evenly over the three-month period to match the
expenditures (resources) used to generate the revenue.

The Statement of Cash Flows presents information related to cash inflows and outflows, summarized by
operating, noncapital financing, capital financing and investment activities. The Statement of Cash
Flows shows the sources and uses of the college’s cash. The Statement of Cash Flows also helps readers
assess: a) the college’s ability to generate future cash flows, b) the college’s ability to meet obligations as
they become due, and c) the college’s need for external financing,

Condensed versions of the financial statements are presented below, along with a brief analysis of the
financial information contained therein.

Statement of Net Assets (in thousands)

Assets 2004 2003 Difference 2002 Difference
Current assets 576,804 $72,879 $3,925 S70,994 1,885
MNon-current assets

Capital assets 110414 106,506 3,908 104,700 1,806
Other 15,018 2456 12,562 1,953 503

Total assets 202,236 181,841 20,395 177,647 4,194

Liabilities
Current labilities

Deferred revenue 10,663 10,309 354 8,589 1,720

Accounts payable 8,649 6,676 1,973 6,741 (B5)

Other current liabilities 1451 941 510 871 70
Non-current liabilities

Long term debt 22,700 10,535 12,165 11,456 (921)

Annuities payable 2467 2472 (3) 2,446 26

Other 450 436 15 518 (82)

Total liabilities 46380 31,369 15,012 30,621 748

Net Assets
Invested in capital assets 96,064 93,860 2,204 92,150 1,710
Restricted 4194 5,022 (829) 4,075 947
Unrestricted 55598 51,590 4,008 50,800 790

Total net assels 155,856 5150472 55,383 5147,025 53,447

Assets

As of June 30, 2004, current assets totaled $76.8 million compared to $72.8 million in fiscal year 2003, and
$71 million in 2002. Year-to-year increases equaled 5.5% in 2004 and 2.5% in 2003 respectively.

Total assets as of June 30, 2004, were $202.2 million compared to $181.8 million in fiscal year 2003, a 11.2%

increase.
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Capital ‘assets such as land, buildings, machinery and equipment are the largest asset group at $110.4
million (54.6%), followed by cash and investments of $80.4 million (39.7%); and inventory and other
assets at $11.4 million (5.7%).

The high percentage (40%) of cash and investments in relation to total assets is affected by the $11.8
million in unspent bond proceeds at June 30, 2004.

Liabilities

As of June 30, 2004, the College’s current liabilities were $20.8 million compared to $17.9 million in 2003.
Of that total, $10.3 million was deferred revenue (summer quarter tuition revenues related to fiscal year
2005), $8.7 million in accounts payable and $1.4 million of short-term debt.

Non-current liabilities as of June 30, 2004, were $25.6 million consisting of $22.7 million in long term debt
(revenue bonds), $2.4 million in annuities payable, and other long-term liabilities of $.50 million. By
comparison non-current liabilities as of June 30, 2003 were $13.4 million consisting of $10.5 million in
bonds payable, $2.5 million in annuities payable, and $4 million in long term liabilities.

Total liabilities as of June 30, 2004 were $46.4 million compared to $31.3 million in fiscal year 2003.
The increase is primarily due to the $13.7 million net increase in long term debt (bonds payable).

Net Assets

Net assets increased by $5.4 million in 2004 and $3.4 million in 2003. The 2004 and 2003 increases are
considerably lower than a $14.7 million increase in fiscal year 2002 due to the receipt in 2002 of $11.8
million for the construction of an academic building, the Center for Technology and Learning. Funds
received from the state of Ohio for the construction and renovation of buildings and other capital assets
are treated as income to the College which directly increases net assets.
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Statement of Revenues, Expenses, and Changes in Net Assets (in thousands)

OPERATING REVENUES 2004 2003 Difference 2002 Difference
Student tuition and fees 544,133 538,469 55,664 533,448 55,021
(net of scholarship allowances of $10,5 million in
2004 and $11.0 million in 2003 and $9.8 million in

2002)
Federal, state; and private grants and contracts 23,721 22,237 1484 17,296 4,491
Auxiliary enterprises 10,642 10,313 329 8,498 1,815
Other 711 545 166 1,270 (725)
Total operating revenues 79207 71,564 7,643 6,512 11.052
OPERATING EXIPENSES
Educational and general 98,901 92,651 6,250 84,182 8,469
Scholarships and fellowships 9,820 7,841 1,929 6,588 1,303
Auxiliary enterprises 9872 9,542 330 7,804 1,738
Depreciation expense 3483 3,274 209 3,156 118
Total operating expenses 122,076 113,358 8,718 101,730 11,628
Operating income (loss) (42.869) (41,794) (1,075) (41,218) (576)
NON-OPERATING REVENUES (EXPENSES)
State appropriations 46,687 43,692 2,995 42,059 1,633
Investment income (net of expense) 700 848 (148) 1,390 (542)
Other non-operating expenses (719) (647) {72) (697) 50
Net non-operating revenues 16,668 413,893 2,775 42,752 1,141
Income before capital appropriations 3,797 2,099 1,698 1,534 563
Capital appropriations 1,587 1,347 24() 13,119 (11,772)
Increase in net assets 5384 3,446 1,938 14,654 (11,208)
Net assets beginning 150,472 147,025 3,447 132371 14,654
Net assets end of year 155,856 $150,472 45,385 $147,025 53,447
REVENUES

Total fiscal year 2004 revenues equaled $127.5 million compared to $116.6 million in fiscal year 2003.
Significant areas of increase were $5.7 million in student tuition and fees, and $3 million in state
appropriations.

The majority of College revenues come from three sources: 1) State instructional subsidy ($46.7 million),
2) Student tuition and fees ($44.1 million), and 3) Federal, state, and private grants and contracts ($23.7
million).

Of the 23.7 million (compared to $22.2 million in 2003) in federal, state and private grants and contracts,
93% are awarded to students through the federal Pell grant and State of Ohio instructional grant
programs. These funds are used for student tuition ($10.5 million) and education-related expenses.

Other significant revenue sources are: Auxiliary enterprises ($10.6 million), and State capital
appropriations used for construction, renovation and maintenance of facilities ($1.6 million).
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The major sources of College revenues for fiscal year 2004 are presented below.

Total Revenues (in Millions)

E State Instructional Subsidy W Tuition and Fees O Federal Grants/Contracts
O Auxiliary H State and Local Grants Private Grants/Contracts
W Capital Appropriations O Other

EXPENSES

Fiscal year 2004 expenses totaled $122.1 million as compared to $113.4 million in fiscal year 2003. The
most significant increase was $6 million in educational'and general expenses which is directly related to
enrollment growth. Salaries and benefits represent the main area of increase.

Fiscal year 2004 expenditures are show below:

Total Expenses (in Millions)
$541

| Sl 5121 500 598 s04

B Instruction B Institutional Support
0O Operation and Maintenance of Plant O Auxiliary

B Scholarships and Fellowships O Student Senices

m Public Sendce o Academic Support
= Depreciation Expense
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Statement of Cash Flows

Net cash provided (used) by: 2004 2003 2002
Operation activities (540,811) (835,773) (534,643)
Non capital financing activities 47,361 42,810 43328
Capital financing activities 7305 (5,706) (4,9409)
Investing activities (11,131) (47,927) 2,002
MNet increase in cash 2,724 (46,596) 6,637

Cash-beginning of year 9,945 56,541 49904

Cash-end of year 512,669 $9,945 556,541

Ending cash balances for fiscal years 2002 through 2004 were $56.5 million, $9.9 million, and $12.7 million
respectfully.

The $46.6 million decrease in cash in 2003 was the result of converting short-term certificates of deposit
(considered to be cash) to the State Treasury Asset Recovery Fund or STAROHIO (considered to be
investments).

Major sources of cash in 2004 were State appropriations of $45.8 million, tuition and fees of $43.8 million,
gifts, grants; contracts totaling $21.6 million, and $11.6 million net proceeds from the issuance of debt.

The most significant uses of cash were payments for salaries and benefits of $74.3 million, payments to
suppliers of $33.4 million, and $7.4 million for the purchase of capital assets.

BUDGETS

College policy requires the Board of Trustees approve an operational budget before June 30 of the
preceding fiscal year, and only the Board of Trustees shall have authority to allocate funds for expenses
notincluded in the approved operating budget. The operating budget focuses on revenues and expenses
produced from daily operations as well as budgeted expenditures for capital improvements, equipment,
and debt service.

Columbus State takes a conservative approach to budgeting. Revenues are based upon conservative
enrollment projections and pre-determined tuition rates. Mission and goals, together with current and
predicted economic environment and local conditions, all factor into the development of expense
budgets. Expenses are constrained by budgeted revenues.

State instructional subsidy revenues are treated as operating revenues for budget purposes as they are
heavily weighted on enrollment.
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Budgeted and actual results for College and Auxiliaries operations are presented below.

Columbus State Community College
Budget Comparisons - Budget to Actual
FY 04 (in thousands)

Original Revised Percent Percent

Revenues Budget Budget Difference Actual Difference
College 102,563 $103,839 1.25% $102,118 -L66%
Auxiliary 10,297 10,429 1.29% 1,642 2.05%
Total Revenues $112,860 114,268 1.25% $112,760 -1.32%

Expenditures

College 102,456 $103,496 1.00% 598,388 4.04%
Auxiliary 9,624 9,908 2.95% 9,872 0.37%
Total Expenditures $112,080 113,404 1.20% $108,260 “.54%
Net Revenues S780 S864 L.07% 54,500 B520.84%

Capital Assels

Capital assets consist of land, land improvements, infrastructure (roads, underground utilities, etc.),
buildings, equipment, vehicles, library books, as well as buildings under construction. Capital assets are
recorded at “cost” at the time of acquisition. This acquisition cost is allocated over the useful life of the
assetand recorded as depreciation expense.
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The chart below illustrates the College’s capital assets (by classification) as of June 30, 2004.

Capital Assets as of 6/30/04

(in Millions)
Machinery and
Equipment, $26.4 Other, $4.5 | ang, $24.1 Land
Improvements
Construction In and Infrastructure,
$5.7

Progress, $5.8

Buildings, $88.9

As of June 30, 2004 the College had recorded $155.4 million in capital assets and $45 million in
accumulated depreciation, for a total of $110.4 million in net capital assets. A detailed summary of
additions, deletions, and depreciation of assets can be found in Note 4 - Capital assets, net.

Debt

As of June 30, 2004 the College had $24.1 million of outstanding debt as follows:

General Receipts Bonds: 2003 $ 16.1
General Receipts Bonds 1997 $ 80
Total $ 241

FACTORS IMPACTING FUTURE PERIODS
State appropriations

The most significant economic issue for Columbus State Community College and other state of Ohio
higher education institutions has been the prolonged downturn in the stale’s economy and revenue
collections.

Two statewide revenue issues called for conservative state subsidy planning for fiscal year 2005. Having
sustained budget cuts every year since fiscal year 2000 because revenues did not materialize as estimated,
it is prudent for the College to be prepared for a cut in fiscal year 2005 in addition to the one already
implemented by Executive Order, given continued economic uncertainties at the state level
Additionally, the College is mindful of the following;

10.
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¢ [Potential sales tax repeal.

The one cent sales tax is scheduled to sunset in June 2005. If it is not extended as a permanent
one cent sales tax increase, the State of Ohio will lose approximately $1.6 billion in revenues
annually.

e Structural imbalance in state’s fiscal year 2005 bud get.

The State of Ohio’s fiscal year 2005 General Revenue Fund is balanced on $1.2 billion in one-time
revenues, i.e., revenue that will not continue into the subsequent biennium. This issue will not
impact fiscal year 2005, but will impact the fiscal year 2006 - 2007 state budget.

The estimated $2.8 billion annual impact of these issues represents approximately 11% of the
State’s annual General Revenue Fund budget. Higher Education represents approximately 10%
of the annual General Revenue Fund budget ($2.5 billion). If Columbus State Community
College has to sustain a 10% cut to its state subsidy allocation ina given fiscal year, the College
would lose approximately $5 million annually in state subsidy.

Enrollment

Over the past three years, the College’s headcount enrollment has grown by an average of 9.3% per year.
While the enrollment has climbed steadily, the College in Autumn 2003 maximized its capacity on main
campus for high demand courses. For this reason, the fiscal year 2005 operating budget assumes a
conservative growth in enrollment of 1%. Two new off-campus sites were opened in Autumn 2004. The
enrollment assumption in the annual budget is evaluated mid-year when the College has a more accurate
sense of its enrollment for 2004 - 2005.

11.
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REPORT OF INDEPENDENT AUDITORS ON FINANCIAL STATEMENTS

Board of Trustees
Columbus State Community College
Columbus, Ohio

We have audited the accompanying statements of net assets of Columbus State Community
College (the College), a component unit of the State of Ohio, as of June 30, 2004 and 2003 and
the statements of revenue, expenses and changes in net assets and cash flows 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 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 audits provide 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 College, as of June 30, 2004 and 2003, and the results of its
operations and cash flows for the years then ended in conformity with accounting principles
generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 13, 2004 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 report is 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.

12



Our audits were performed for the purpose of forming an opinion on the financial statements of
the College, taken as a whole. The accompanying Schedule of Expenditures of Federal Awards
is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is
not a required part of the financial statements. Such information has been subjected to the
auditing procedures applied in the audits 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.

The Management's Discussion and Analysis (MD&A) on pages 1 through 11 is not a required
part of the financial statements but is supplemental information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and
presentation of this supplemental information. However, we did not audit the information and
express no opinion on it.

Comie Choypd. g Comg™ ¢

Crowe Chizek and Company LLC

Columbus, Ohio
October 13, 2004

13.



COLUMBUS STATE COMMUNITY COLLEGE

STATEMENT OF NET ASSETS

JUNE 30, 2004 and 2003

ASSETS
CURRENT ASSETS
Cash and cash equivalents
Investments
Motes, loans and accounts receivable, net
Thventory
Other current assets
Total current assets

NONCURRENT ASSETS
Cash and cash equivalents
Investments
Capital assets, net
Other noncurtent assets
Tatal noncurrent assets

TOTAL ASSETS

LIABILITIES
CURRENT LIABILITIES
Accounts payahle and accrued liakilities
Annuities payable
Deferred revenue
Long term debt-current portion
Tokal current liabilities

NONCURRENT LIABILITIES
Arinuities payable
Long lerm liabilities
Long term debt
Total moncurrent labilities

TOTAL LIABILITIES

ET ASSETS

Invesled in capital assels, el of related debl
Restricted

Nonexpendalle

Expendabli
Linrestricted

TOTAL NET ASSETS

2 2003
Component Component
Columbus Unit Columbus Unit
State Community Development State C ity Develop
College Foundation College Foundation
5 12,669,175 & 449,579 L] 9,945,306 b 198,239
52,968,958 3,365,818 53,417,158 3,060,918
8,731,677 19,674 7,730,109 LB7
2,098,352 1,606,456
336,199 180,147
76,804,361 3.835,071 72879176 3,260,194
11,811,549 200,128
2,922,340 225480
110,414,074 106,506,642
283,674 -
125,432,037 - 108,961,601
202,236,398 3,835,071 181,840,777 3,260,194
5,648 569 18,520 6,675,562 36,350
45,759 40,933
10,662,914 10,308,274
1,405,000 o9, 658
20,762,242 18,520 17,925,427 56,350
2407 A 2ATLIR9
50,65 436,093
22,700,000 10,555,000
25,615,089 13,443,382
46,380,331 18,520 31,368,809 56,350
6,064,175 93,860,151
. 3,610,331 2,985,859
4,193,420 5,021,671
55,598,472 206,220 51,50, 146 217986
L 155,856,067 i} 3.516,51 % 150.471.968 5 3,203,845

Sew accompanying noles to firancial statements



COLUMBUS STATE COMMUNITY COLLEGE

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
JUNE 30, 2004 and 2003

REVENUES
Operating Revenues
Student tuition and fees (net of scholarship allowances af 10,479,592
ire 204 anid $11,045.687 n 2003)

Federal grants and contracts
State and local grants and contracts
Private grants and contracts
Sales and services of educational departments
Auxiliary enterprises

Bookstore

Other
Other operating revenues

Total operating revenues

EXPENSES
Operating Expenses
Fducational and general
Instrugtion and departmental rescarch
Public service
Academic support
Studinl services
Institutional support
Crperation and maintenance of plant
Scholarships and fellowships
Depreciation expense
Auxiliary enterprises
Boolkstore
Other
Total operating expenses
Operating income (loss)

NONOPERATING REVENUES (EXPENSES)
State appropriations
Unrestricted investment ingome (Net of investment expense)
Restricted investment incame (Net of investment expense)
Interest on capital asset related debt
Nel nonoperating revenues
Income (loss) belore other revenues, expenses, gains, or losses
Capital appropriations
Increase (decrease) In net assels

NET ASSETS
Net assets- beginning of year

Net assels- end of year

2003
Component Component
Columbus Unit Columbus Unit
State C ity Development State Community Development
College Foundation College Foundation
& H132574 5 38,468,061
19,040,107 181,348
3,083,832 3,723,830
1,597 461 B 9,757 471,693 & 507,584
21661 2,542
10,119,747 953485
22142 488,763
686,854 542310 {5.596)
79,206,318 649,797 71,503,852 11,988
54,164,574 48,154,155
LTI 824 4,812,278
3.677,761 3,624,251
9,380,301 9,083,136
14,740,442 198,719 15,7601, 640 154,947
12,140,408 1.25827 )
9,820,332 171,25 780,524 1,620
34828 3,274,434
9305642 8,959,381
S6h, 412 582462
122,076,634 369,974 113,357,088 M9.567
(42,870,316) 279,833 (41,793, 256) 152421
46,686,995 43,691,970
670,95 332863 822,020 5372
24,584 20,662
(718,888) (647,991
46,667,656 33LBR3 43,592 661 285372
3,797,340 612,706 2,099,405 497,793
1,586,759 - 1,347,083
5,384,099 612706 3446,458 437,793
150471 968 3,205,845 147,025 480 2,766,062
5 155,856,067 5 3,816,551 5 1500471968 3,203,845

See accompanying notes to financial statements



COLUMBUS STATE COMMUNITY COLLEGE
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2004 and 2003

2004 2003
Component Compuonent
Columbus Unit Columbus Unit
State C ity P t State Community Development
College Foundation College Foundation
CASH FLOWS FROM OPERATING ACTIVITLES
Tuition and fees ] 43,879,287 3 38,560,504
Grants, gifts and conlracts 21,571,695 5 631, 160 405,373 b 507 984
Payments to suppliers (33,429,809 (29,521,397)
Tayments for salaries and benefits (74,287,897 (198719) (64,5813,835) (12533)
Schelarships (9,820,332 (209,084 (6,678,537 (194,670)
Auxiliary enterprise receipts
Buokstore 10,043,119 10,019,233
Other 322142 453,183
Sales and service of educational 21,661 2542
Other receipts (payments) 638,854 761,601 (5.5996)
Netcash from operating activities (0,511, 380) 233,357 (35,772.733) 182,048
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State apprapriations 45 825,705 43,459,563
Agency and loan program teceipts and disbursements, net 1,534,833 (649,24
Net cash provided by noncapital financing activities 47 360,538 - 42,509,639
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Capital appropriations 2,745,218 17,814
Proceeds from capital del 16,485,000 =
Purchases of capital assets (73913800 {5,079,923)
Principal paid on capital debt and leases (3814, 658) (R95,559)
Interest paid on capital debt and leases (715,808) (647, 5991)
Net cash from financing activities 7,305,292 ~ (5,705,659)
CASH FLOWS FROM INVESTING ACTIVITIES
Bond proceeds Invested in restricted cash (11,59%,694)
Salees and (purchases) of investments (233,435) (304,900) (48,920,312) (561,898)
Income on investments (44,548 332883 993, 6584 25372
Net cash provided by investing activities (11,130,581) 27,953 {47,926, 628) {276,526)
NET INCREASE IN CASH 2723869 251,340 (46,595.351) (94.478)
CASH AND CASH EQUIVALENTS, beginning of year 9,945,306 198,239 56,540,687 2,717
CASH AND CASH EQUIVALENTS, end of year & 12,669,175 5 9,579 5 9,945,306 5 198,239
RECONCILIATION OF NET OPERATING REVENUES (EXPENSES) TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (1oss) 5 (42.870,316) h 279823 ] (41,793,250) 5 152421
Adjustments to reconcile operating income (loss) to net cash
provided (used) by operating activities
Depred ation expense 3482,M8 - 3,274,434
Changesin assets and Habilities
Receivables, net (2.833,301) (15,637) 1,129,556
Other assets (931,621) - (26,638) 29627
Accounts payable and acerued liabilities 1,987,270 (37, 879) (77.362)
Deterred reveriue 353, (0 1,720,533
Neet cash provided (used) by operating activities £ (40:811,380) 5 223,357 [3 (35,772.733) 5 1RL048

See accompanyving notes to Anancial statements



COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

a. Reporting Entity

Columbus State Community College (the College) is part of the State of Ohio higher education
system and was chartered as the Columbus Technical Institute. In 1986, the College was
established as a college district by the Ohio Board of Regents. On July 1, 1987, the College was
granted a provisional charter as a state community college, which was made permanent on
September 10, 1993. As such, the College is one of the state-supported colleges and universities
in Ohio. The College is a component unit of the primary reporting entity of the State of Ohio.

Columbus State Community College Development Foundation, Inc. (Foundation) is a legally
separate, tax-exempt organization that exists to provide financial assistance to the educational
programs, services and facilities of the College. Although the College does not control the
timing or amount of receipts from the Foundation, the majority of resources, or income thereon
that the Foundation holds and invests are restricted to the activities of the College by the
donors. Because these restricted resources held by the Foundation can only be used by, or for
the benefit of, the College, the Foundation is considered a component unit of the College and is
discretely presented in the College’s financial statements in accordance with Governmental
Accounting Standards Board (GASB) Statement No. 14, The Financial Reporting Entity as
amended GASB Statement No. 39, Determining Whether Certain Organizations are Component
Units.

b. Basis of Presentation

The accompanying financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America as prescribed the by
Governmental Accounting Standards Board (GASB).

GASB Statement No. 35, Basic Financial Statements — and Management’s Discussion and Analysis -
for Public Colleges and Universitics and subsequent statements issued by GASB established
standards for external financial reporting for public colleges and universities and require that
resources be classified for accounting and reporting purposes into the following net assets
categories:

e Invested in capital assets, net of related debt: Capital assets, net of accumulated
depreciation and outstanding principal balances of debt attributable to the
acquisition, construction or improvement of those assets.

* Restricted: _
Nonexpendable - Net assets subject to externally imposed stipulations that they be
maintained permanently by the College. Such assets include the permanent
endowment funds of the College and Foundation.

Expendable - Net assets whose use by the College is subject to externally imposed
stipulations that can be fulfilled by actions of the College pursuant to those
stipulations or that expire by the passage of time. These net assets principally
represent amounts for specified capital construction projects.

(Continued)
17.



COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING Policies
(Continued)

* Unrestricted: Net assets whose use by the College is not subject to externally imposed
stipulations. Unrestricted net assets may be designated for specific purposes by
action of management or the Board of Trustees or may otherwise be limited by
contractual agreements with outside parties.

The financial statement presentation required by GASB Statement No. 35 is intended to provide
a comprehensive, entity-wide perspective of the College’s assets, liabilities, net assets, revenues,
expenses, changes in net assets and cash flows.

c. Accrual Basis

The financial statements have been prepared on the accrual basis of accounting. Under the
accrual basis of accounting, revenues are recognized when earned and expenses are recorded
when an obligation has been incurred. The College reports as a Business Type Activity (BTA).
BTAs are those activities that are financed in whole or part by fees charged to external parties
for goods and services.

d. Capital Assets

Capital assets are stated at cost at date of acquisition or, in the case of gifts, at fair market value
at date of gift. Equipment with a unit cost of $5,000 or more and having an estimated useful life
of greater than one year, is capitalized. Renovations to buildings, infrastructure and land
improvements that significantly increase the value or extend the useful life of the structure are
capitalized. Routine repairs and maintenance are charged to operating expense in the year in
which the expense is incurred.

Depreciation of capital assets is computed on a straight-line basis over the estimated useful lives
of the respective assets, generally 20 years for land improvements, 10 - 50 years buildings and
fixed equipment, 15 years for library books and 4 - 10 years for equipment.

e. Inventories
Inventories are comprised of text books and educational material sold by the book store and are
stated at cost (first-in, first-out, or average cost).

f. Investments
Investments are stated at fair value based on market values or dealer quotes.

g. Operating Activities

The College defines operating activities, as reported on the Statement of Revenues, Expenses,
and Changes in Net Assets, as those that generally result from exchange transactions, such as
payments received for providing goods and services and payments made for services and good
received. Nearly all of the College’s expenses are from exchange transactions. Certain
significant revenues relied upon for operations, such as state appropriations, gifts and
investment income, are recorded as non-operating revenues, in accordance with GASB
Statement No. 35.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

h. Deferred Revenue
Deferred revenue as of June 30, 2004 and 2003 is comprised primarily of unearned summer
school tuition and fees.

i. Scholarship Allowance

Student tuition and fee revenues, and certain other revenues from students, are reported net of
scholarship discounts and allowances in the statements of revenues, expenses, and changes in
net assets. Scholarship discounts and allowances are the difference between the stated charge
for goods and services provided by the College, and the amount that is paid by students and/or
third parties making payments on the students’ behalf.

j. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements. Estimates also affect the
reported amounts of revenues and expenditures during the reporting period. Actual results
could differ from those estimates.

k. Other Significant Accounting Policies

Other significant accounting policies are set forth in the financial statements and accompanying
notes. Certain items have been reclassified for the year ended June 30, 2003 to conform to
classifications used for the year ended June 30, 2004.

Note 2 - Cash, Cash Equivalents, and Investments
In accordance with Statement No. 3 of the Government Accounting Standards Board, cash
deposits are categorized to given an indication of the level of risk assumed by the College. The

categories are as follows:

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

Category 2 - Collateralized with securities held by the pledging financial
institution’s trust department or agent in the College’s name.

Category 3 - Uncollateralized.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 2 -CASH, CASH EQUIVALENTS, AND INVESTMENTS (Continued)
As of June 30, 2004:

Carrying Bank Balance per Bank Risk Category
Amount Balance 1 2

I

$ 24,481,12¢ $ 25,471,320 $ 300,000 % 25,171,320 $ -

The difference between cash carrying amount and bank balance represents normal reconciling
items (outstanding checks, cash on hand and deposits in transit). Of the total cash in bank
accounts, $25,471,320 was held in demand accounts.

For the purposes of the statements of cash flows, the College considers all highly liquid
investments with an original maturity of three months or less to be cash equivalents.

Statement No. 3 of the Government Accounting Standards Board requires government entities
to categorize investments to give an indication of the level of risk assumed by the entity at year-
end. These categories follow:

Category 1 - Investments that are insured or registered, or for which
securities are held by the College or its agent in the name of the

College.

Category 2 - Investments that are uninsured and unregistered, with securities
held by the broker’s trust department or agent in the College’s
name.

Category 3 - Investments that are uninsured and unregistered, with the
securities held by the broker or dealer, or by its trust department
or agent, but not in the College’s name.

The College’s investments (current and noncurrent) are with STAR Ohio. STAR Ohio is an
unclassified investment since it is not evidenced by securities that exist in physical or book
entry forms.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCTAL STATEMENTS
June 30, 2004 and 2003

NOTE 3-NOTES, LOANS AND ACCOUNTS RECEIVABLE

Notes, loans and accounts receivable as of June 30, 2004 and 2003 are as follows:

Gross Net
2004 Receivable Allowance Receivable
Student’s and other $ 6279770 $ 2,232,342 $ 4,047,428
Reimbursement receivable -
grants and contracts 4,684,249 4,684,249
$ 10964019 & 2232342 $§ 8731677
2003
Student’s and other $ 6025673 $ 1,694,089 $ 4,331,584
Reimbursement receivable -
grants and contracts 3,398,525 - 3.398.525

$ 9424198 $  1.694089 § 7.730.109

NOTE 4- CAPITAL ASSETS, NET

Capital asset as of June 30, 2004 and 2003 are summarized as follows:

Balance Reductions Balance
June 30, 2003 Additions and Transfers June 30, 2004

Land $ 24111,024 - $ - % 24,111,024
Buildings 87,568,185 1,337 462 - 88,905,647
Improvements other than
Buildings 5,493,927 248,018 - 5,741,945
Moveable equipment, furniture
and library books 30,450,690 1,008,948 (517,192) 30,942,446
Construction in progress 908,858 4,874 815 5,783,673
148,532,684 7,469,243 (517,192) 155,484,735
Accumulated Depreciation 42 027,042 3,482 948 (439,329) 45,070,661
Capital assets, net $ 106505642 & 3,986,295 $ _(77.863) $110414.074
(Continued)



COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCTAL STATEMENTS

June 30, 2004 and 2003

NOTE 5 - ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities at of June 30, 2004 and 2003 are as follows:

Payable to vendors and contractors
Accrued expenses, primarily payroll and vacation leave
Employee withholdings and deposits payable to third parties

Current
Non Current

2004 2003
$ 4,880,510 $ 2,527,494
2,477,835 3,284,847
1,740,850 1,299,314
$ 9009195 $ 7111655
$ 8,648,570  $ 6,675,562
450,625 436,093

In addition, the College has annuity obligations related to previously received gifts that require
payments to beneficiaries during their life, totaling $266,328 annually.

NOTE 6 - LONG-TERM DEBT

Long-term debt as of June 30, 2004 and 2003 is summarized as follows:

Series 1993 Bonds
with interest rates
ranging from 3.95% to
5%  due  serially
through 2010

Series 1997 bonds with
interest rates ranging
from 3.95% to 5.75%
due serially through
2016

Series 2003 bonds with
interest rates ranging

from 2.0% to 4.5% due
serially through 2023

Capital leases

Total

Balance Balance Current Noncurrent
June 30, 2003 New Debt Reductions Jlune 30. 2004 Portion Portion

$ 3,330,000 - $(3,330,000) $ - - % -

8,015,000 - (395,000) 7,620,000 400,000 7,220,000

- 17,160,000 (675,000) 16,485,000 1,005,000 15,480,000

89,658 - {89,658) - - -

$ 11434658 $ 17.160.000 $ (4.489658) $ 24.105.000 $ 1.405.000 $ 22.700.000

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 6 - LONG-TERM DEBT (Continued)

Principal maturities and interest on bonds, and capital leases for the next five years and
thereafter are as follows:

Fiscal Year Principal Interest Total
2005 $ 1405000 % 868,306 $ 2,273,306
2006 1,450,000 977,854 2,427,854
2007 1,510,000 930,904 2,440,904
2008 1,575,000 878,123 2,453,123
2009 1,590,000 819,560 2,409,650
Thereafter 16,575,000 10,637,127 27,121,127
Total $ 24105000 $ 15111873 $ 39216874

The bonds are serviced by the general receipts of the College, except for receipts expressly
excluded as stated in the trust indentures dated April 1, 1997 and December 1, 2003.

At the sole option of the College, the Series 1997 and 2003 bonds maturing on or after December
1, 2007 and June 1, 2014, respectively, are subject to prior redemption, in whole on any date or
in part (in integral multiples of $5,000). The following summarizes redemption prices
(expressed as percentages of the principal amount redeemed), plus accrued interest to the
redemption date:

Redemption Dates (inclusive) Redemption Price
Series 1997
12/1/2007 to 11/30/2008 101%
12/1 /2008 and thereafter 100%
Redemption Dates (inclusive) Redemption Price
Series 2003
6/1/2014 and thereafter 100%

The Series 1997 bonds maturing on December 1, 2016 and the Series 2003 maturing on June 1,
2020 and June 1, 2023, in the aggregate principal amount of $4,205,000 and $5,335,000,
respectively (the “Term Bonds”), are also subject to mandatory sinking-fund redemption in part
by lot pursuant to the terms of the First Supplement Trust Agreement.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 6 - LONG-TERM DEBT (Continued)

The mandatory sinking fund redemptions will occur at a redemption price equal to 100% of the
principal amount redeemed plus interest accrued to the redemption date, without premium,
and according to the following schedules:

Year Series 1997 Series 1997
2011 $ 610,000

2012 640,000

2013 680,000

2014 715,000

2015 760,000

2016 800,000

2018 $ 800,000
2019 830,000
2020 870,000
2021 905,000
2022 945,000
2023 985,000

Term bonds redeemed other than by mandatory redemption, or purchases for cancellation, may
be credited against the applicable mandatory redemption requirements.

The College had certain lease agreements in effect for data processing and other equipment,
with a carrying value of approximately $551,000 as of June 30, 2004 and 2003, which are
considered capital leases. These agreements had ending dates ranging through March 2005 and
had imputed interest rates ranging from 4.8% to 5.0%. The accumulated depreciation at June
30, 2004 and 2003 on these leases was approximately $430,000 and $348,000.

The College also leases classroom space for its off-campus sites under operating leases, which
have ending dates ranging through December 2005. Future minimum lease payments under
operating leases at June 30, 2004 are as follows:

2005 $ 487,908
2006 168,954
$ 656862

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 7 - RETIREMENT PLANS

The College’s faculty is covered by State Teachers Retirement System of Ohio (STRS).
Substantially all other employees are covered by the School Employees Retirement System of
Ohio (SERS). These retirement programs are statewide cost sharing multiple emplover defined
benefit pension plans. They provide retirement and disability benefits, annual cost-of-living
adjustments and death benefits to plan members and beneficiaries. Benefits are established by
State statute. STRS and SERS issue separate, publicly available financial reports that include
financial statements and required supplementary information. The SERS report may be
obtained by writing to SERS, 45 N. Fourth Street, Columbus, Ohio 43215 or by calling (614) 222-
5853. The STRS report may be obtained by calling 1-800-365-3469.

The Ohio Revised Code provides STRS and SERS statutory authority for employee and
employer contributions. The required, actuarially-determined contribution rates for plan
members and the College for 2003 (date of most recent information available) were 10% and
14% covered payroll, for STRS respectively, and 10% and 14% of covered payroll for SERS,
respectively.

The College’s contributions, which represent 100% of the required contributions, for the year
ended June 30, 2004 and for each of the two preceding years is as follows:

STRS SERS
Annual Required Annual Required
Contributions Contributions
2004 $ 5,084,454 $ 3,407,886
2003 4,718,149 3,115,968
2002 4,262,588 2,707,195

Alternative Retirement Plan: The State of Ohio requires public institutions of higher education
to offer an alternative retirement plan. This option is an alternate to participating in the State
Teachers Retirement System. The alternative retirement plan shall be a defined-contribution
plan, with the Ohio employer contribution rate of 3.5% for STRS and 0% for SERS. The College
has implemented the alternative retirement plan. In fiscal year 2002, the College’s contributions
were $14,308 for STRS and $0 for SERS. In fiscal year 2003 the College’s contributions were
$13,038 for STRS and $0 for SERS. In fiscal year 2004, the College’s contributions were $17,307
for STRS and $0 for SERS.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCTAL STATEMENTS
June 30, 2004 and 2003

NOTE 7 - RETIREMENT PLANS (Continued)

In addition to the retirement benefits described above, STRS and SERS provide post-retirement
health care benefits. STRS and SERS provide comprehensive health care benefits to retirees
with 10 or more years of qualifying service credit and offer coverage to their dependents on a
deduction basis. Coverage includes hospitalization, medical expenses, prescription drugs and
reimbursement of monthly Medicare premiums. STRS and SERS determine the amount, if any,
of the associated health care cost that will be absorbed by SIRS and SERS. Under Ohio law,
medical costs paid from the funds of STRS and SERS are included on the employer contribution
rate. Through June 30, 2003 (date of most recent information available), STRS currently
allocated 4.5% of covered payroll to fund the health care program for retirants. Through June
30, 2002 (date of most recent information available), SERS currently allocated 5.83% of covered
payroll to fund the health care program for retirants.

NOTE 8 - COMPENSATED ABSENCES

The College follows the policy of accruing sick leave liability. The College accrues a sick leave
liability for those employees who are currently eligible to receive termination payments along
with other employees who are expected to become eligible to receive such payments. This
liability is calculated using the “vesting method” which is set forth in GASB Statement No. 16,
Accounting for Compensated Absences. Under the vesting method, the College calculates the
probability that groups of employees will become eligible to receive termination payments.
These probability ratios are then applied by the College to the accumulated leave balance for
that current group of College employees. The College also records an estimated vacation
accrued.

As of June 30, 2004 and 2003 the estimated accrued vacation and sick leave liability was
approximately $2,478,000 and $2,311,000, respectively.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 9 - OPERATING EXPENSES BY NATURAL CLASSIFICATION

The College’s operating expenses by natural classification were as follows for the year ended
June 30, 2004 and 2003:

2004 2003
Salaries and wages $ 63,262,436 $ 56,174,783
Employee benefits 15,149,232 13,667,716
Utilities 2,238,898 2,216,220
Supplies and other services 28,122,788 27,198,694
Depreciation 3,482,948 3,274 434
Student scholarships and
financial aid 9,820,332 6,678,937
$ 122,076,634 $109210.784

NOTE 10 - RISK MANAGEMENT

The College uses a number of methods to assess and reduce risk of operations.  Risk
management programs like driver training, professional certifications, safety training in the use
of equipment, first aid training like cardio-pulmonary resuscitation (CPR) and the like are
conducted to inhibit injury and reduce the result thereof. The College has an agreement with
Acordia, a risk management and brokerage company, to aid in this area. The College procures
various insurance coverage for property damage, crime, general liability, liquor liability, golf
club management liability, and automobile insurance. Coverage amounts vary in terms of peril
insured against. The College has not had a significant reduction in coverage from the prior
year. Settled claims have not exceeded any aforementioned commercial coverage in any of the
past three years.

NOTE 11 - STATE SUPPORT

The College is a state-assisted institution of higher education that receives a student enrollment-
based instructional subsidy from the State of Ohio. This subsidy is determined annually based
on a formula devised by the Ohio Board of Regents adjusted to state resources available.

In addition to the current operating subsidies, the State of Ohio provides the funding for and
constructs major plant facilities on the College’s campus. The funding is obtained from the
issuance of revenue bonds by the Ohio Public Facilities Commission (OPFC), which in turn
initiates the construction and subsequent lease of the facility by the Ohio Board of Regents.
Such facilities are reflected as buildings or construction in progress in the accompanying
balance sheet.

(Continued)
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 11 - STATE SUPPORT (Continued)

Neither the obligation for the revenue bonds issued by OPFC nor the annual debt service
charges for principal and interest on bonds are reflected in the College’s financial statements.
The debt service is funded through appropriations to the Ohio Board of Regents by the General
Assembly.

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 and future
payments to be received by such fund, which is established in the custody of the Treasurer of
State of Ohio.

NOTE 12 - CAPITAL PROJECTS COMMITMENTS

‘At June 30, 2004 and 2003, the College was committed to future capital expenditures as follows:

2004 2003
Contractual commitments
Human Patient Simulator Lab $ 248,000 % -
Aquinas Hall 412,000 412,000
North Sixth Street 209,000 1,700,000
Union Hall Labs 500,000 540,000
Westerville Expansion - 677,000
Total future project costs $ 1,369,000 $ 3329000

NOTE 13 - ENCUMBRANCES

Encumbrances are contractual commitments made by the College for the purchase of goods and
services. However, as of the balance sheet date, such goods have not been delivered or services
rendered. Encumbrances (excluding amounts for Board allocations) were $647,894 and $688,908
as of June 30, 2004 and 2003.

NOTE 14 - PENDING LITIGATION

‘At June 30, 2004, there were several lawsuits and claims pending against the College. In the
opinion of management, the ultimate liabilities, if any, resulting from such lawsuits and claims
will not materially affect the financial position of the College.
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COLUMBUS STATE COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS
June 30, 2004 and 2003

NOTE 15 - COMPONENT UNIT DISCLOSURES

The following disclosures relate to the Columbus State Community College Development
Foundation.

As of June 30, 2004 cash deposits are categorized as follows:

Carrying Bank Balance per Bank Risk Category
Amount Balance 1 2 3

$ 449579 § 460,559 $ 100,000 § 349579 § -

Foundation investments are stated at market value, with changes in market value being
recognized as gains and losses during the period in which they occur.

The following summarizes the carrying value and fair value of investments for the Foundation
at June 30, 2004 and 2003 and are all Category 1 investments:

Carrying Fair
2004 Cost Value Value
Money market funds $ 104,010 $ 104,010 & 104,010
Common and preferred stock 1,573,651 2,000,362 2,000,362
Bonds due within one year 195,478 196,192 196,192
Bonds due beyond one year 1,084,735 1,065,254 1,065,254
Total investments $ 2957874 $ 3365818 $ 3.365.818
Carrying Fair
2003 Cost Value Value
Money market funds % 48,167 % 48,174 % 48,174
Common and preferred stock 1,533,869 1,807,220 1,807,220
Bonds due beyond one year 1,173,726 1,205,524 1,205,524
Total investments $ 2755762 % 3060918 § 3.060918

During the years ended June 30, 2004 and 2003, the Foundation made distributions of
approximately $171,000 and $195,000 respectively to or on behalf of the College for both
restricted and unrestricted purposes.
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COLUMBUS STATE COMMUNITY COLLEGE
SCHEDULE OF EXPENDITURES CF FEDERAL AWARDS

June 30, 2004

Federal Grantor Agency/Pass-Through
Agency /Program Title

U.S. Department of Education

Student financial aid cluster:
Federal Supplemental Educational
Opportunity Grant
Federal Family Education Loans (Note 2)
Federal Work Study Program
Federal Pell Grant Program
Total student financial aid cluster

TRIO cluster
TRIO
Student Support Services
Total TRIO cluster

Title III Grant

Passed through State Department of Education:
Vocational Education - Basic Grants to States
Technical Preparation Grant
Summer Food Service Program for Children
WIA Adult Program (passed through State

Department of Education)
WIA Youth Activities
Total WIA cluster

Total U.S. Department of Education

Pass-
Federal Through
CFDA  Entity
Number Number Disbursements
84.007 % 451,645
84.032 23,735,394
84.033 492,970
84.063 16,355,845
41,035,854
84.047 278,096
84.042A 208,413
486,509
84.031A 459,186
84.048 20-C2 394,085
84.243 3E-00 367,430
10.559 5,204
17.258 19,806
17.259 228,389

248,195

42,996,463

(Continued)
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Pass-
Federal Through
CFDA Entity
Federal Grantor Agency/Pass-Through Number Number Disbursements
Agency /Program Title

National Science Foundation:
Education and Human Resources 47 076 128,536

Child Care Access Means Parents in School 84.335 29,463

U.S. Department of Health & Human Services:

Temporary Assistance to Needy Families 93.558 29,917
Total Federal assistance $ 43184379




COLUMBUS STATE COMMUNITY COLLEGE
FOOTNOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2004

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the College and is presented on the accrual basis of accounting. 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. Therefore some amounts presented in
this schedule may differ from amounts presented in, or used in the preparation of the
consolidated financial statements.

NOTE 2 - OUTSTANDING LOANS

The College does not make Federal Family Education Loans (FFELs). The amount presented
represents the value of new FFELs awarded during the year as follows:

Federal Stafford Loans $ 12,316,540
Federal Unsubsidized Stafford Loans 11,091,935
Federal PLUS Loans 326,919

Total FFELs $ 23735394




COLUMBUS STATE COMMUNITY COLLEGE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
June 30, 2004

Summary of Auditor's Results

a.

An unqualified opinion was issued on the financial statements of Columbus State
Community College for the year ended June 30, 2004.

b. An unqualified opinion was issued to Columbus State Community College for
compliance with major programs.
c. The audit did not disclose any noncompliance that is material to the financial
statements.
d. There was one audit findings required to be disclosed under OMB Circular A-133
Section 510(a). See Finding 03-01.
e. Major Programs Identified:
Student Financial Assistance Cluster:
Federal Supplemental Educational Opportunity Grant
Federal Family Education Loan
Federal Work Study Program
Federal Pell Grant Program
f. The dollar threshold used to distinguish between Type A and Type B programs was
$583,844.
g. The auditee was considered to be a low-risk auditee.
Findings related to financial statements that are required to be reported in accordance
with GAGAS:
None.

Findings and questioned costs for federal awards including audit findings as described
in OMB Circular A-133 Section 510(a):

None.

(Continued)
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4. SUMMARY OF PRIOR YEAR FINDINGS

Finding 03-01 - Return of funds procedures (34 CFR section 668).
During the performance of our student file review procedures we discovered that
two students out of 56 tested had withdrawn without the College calculating the

return of funds.

Status: Corrective action has been taken.




Crowe

Crowe Chizek and Company LLC
Member Horwath Internationsi

REPORT OF INDEPENDENT AUDITORS 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
Columbus State Community College
Columbus, Ohio

We have audited the financial statements of Columbus State Community College (College) as of
and for the year ended June 30, 2004, and have issued our report thereon dated October 13,
2004,. 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.

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
opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests disclosed no instances
of noncompliance that is required to be reported under Govermment Auditing Standards.
However, we noted an immaterial instance of noncompliance that we have reported to
management of Columbus State Community College in a separate letter dated October 13, 2004.

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
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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 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. However, we noted other matters involving the internal control over financial
reporting, that we have reported to the management of Columbus State Community College in
a separate letter dated October 13, 2004.

This report is intended solely for the information and use of the Board of Trustees, management

and the federal awarding agencies and pass-through entities and the State of Ohio Office of the
‘Auditor and is not intended to be and should not be used by anyone other than these specified

parties.
Crmee Cladd g Cogr Lo

Crowe Chizek and Company LLC

Columbus, Qhio
October 13, 2004
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Crowe Chizek and Company LLC
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REPORT OF INDEPENDENT AUDITORS ON COMPLIANCE WITH
REQUIREMENTS APPLICABLE TO EACH MAJOR FPROGRAM AND
INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB
CIRCULAR A-133

Board of Trustees
Columbus State Community College
Columbus, Ohio

Compliance

We have audited the compliance of Columbus State Community College (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, 2004. The College’s major federal programs are identified in the
summary of auditor’s results 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. 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 auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
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, 2004.
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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 internal control
over compliance in accordance with OMB Circular A-133.

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 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 compliance and its operation that we consider to be material
weaknesses. However, we noted other matters involving the internal control over financial
reporting, that we have reported to the management of Columbus State Community College in
a separate letter dated October 13, 2004.

This report is intended solely for the information and use of the Board of Trustees, management

and the federal awarding agencies and pass-through entities and the State of Ohio Office of the
Auditor and is not intended to be and should not be used by anyone other than these specified

parties.
C‘--ud. Cﬂ_.a.g_ P/ &U-}a/ Lo

Crowe Chizek and Company LLC

Columbus, Ohio
October 13, 2004
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