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INDEPENDENT AUDITORS REPORT

Board of Trustees
Cuyahoga Community College

We have audited the accompanying basic financia statements of Cuyahoga Community College

(the “College”) as of and for the years ended June 30, 2003 and 2002 as listed in the table of contents.
These financia statements are the responsibility of the College’ s management. Our responsibility isto
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generaly 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 reasonabl e assurance about whether the financial statements are free of materia
misstatement. An audit includes examining, on atest basis, evidence supporting the amounts and
disclosuresin the financia statements. An audit aso includes ng 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 financia statements referred to above present fairly, in all material respects, the
financial position of the College at June 30, 2003 and 2002, and the changes in financial position and its
cash flows for the years then ended in conformity with accounting principles generally accepted in the
United States of America.

The management’ s discussion and analysis on pages 3 - 8 is not arequired part of the basic 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 the supplementary information. However, we
did not audit the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the basic financial statements of the
College taken as awhole. The accompanying supplementa schedule of expenditures of federal awards for
the year ended June 30, 2003 is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of Sates, Local Governments, and Non-Profit
Organizations, and is not arequired part of the basic financial statements. This supplemental scheduleis
the responsibility of the management of the College. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements as of and for the year ended June 30,
2003 and, in our opinion, isfairly stated, in al material respects, in relation to the basic financial
statements taken as awhole.

Deloitte
Touche -1-
Tohmatsu



In accordance with Government Auditing Sandards, we have also issued our report dated December 5,
2003 on our consideration of the College’ sinternal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integra
part of an audit conducted in accordance with Government Auditing Standards and should beread in
conjunction with this report in considering the results of our audit.

Dda':de € Towedie LLP

December 5, 2003



CUYAHOGA COMMUNITY COLLEGE

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEARS ENDED JUNE 30, 2003 AND 2002

The College

Cuyahoga Community College (the “ College”) is Ohio’ s first and largest community college. The College
opened its doorsin 1963 in temporary quarters to approximately 3,000 students. Today the College serves
more than 55,000 credit and non-credit students each year at its four Cuyahoga County campuses.

The College offers credit and non-credit programs to its students. For the Fall 2003 semester, the College
offered 72 two-year technical associate degree programs and 25 one-year certificate programs. The
Continuing and Professional Education Division seeks to extend the resources of the College to the business,
health and human, and social services communities. In addition, specialized support is provided through
focused centers or institutions including: The FabriCare Technology Center, the Labor Management
Relations Institute, the Quality Center, and the Small Business Environmental Assistance Center. The College
also offers cultural enrichment programs as well as programs for K-12 students and teachers. A number of
these programs have been recognized as award-winning national models.

The following discussion and analysis provides an overview of the College' s financia activities and should
be read in conjunction with the College’ s financial statements, which begin on page 9.

Overview of the Financial Statements

Thefinancia statements are presented in accordance with accounting principles generally accepted in the
United States of America, including GASB Statements No. 34, Basic Financial Statements - and
Management’ s Discussion and Analysis - for Sate and Local Governments, and No. 35, Basic Financial
Satements - and Management’ s Discussion and Analysis - for Public Colleges and Universities. The College
follows the “business-type activities’ reporting requirements of GASB Statement No. 35 that provide a
comprehensive College-wide look at the College’ sfinancial activities. The statements are:

» Statement of Net Assets
» Statement of Revenues, Expenses and Changesin Net Assets
e Statement of Cash Flows

The statements are prepared on the accrual basis of accounting and present all assets and liabilities of the
College, both financial and capital, and short and long-term. They a so present all revenues and expenses of
the College during the year, regardless of when cash was received or paid. Collectively, the statements
provide information regarding the College's financial condition as of June 30, 2003 and 2002, and the results
of its operations and its cash flows for the years then ended.



Financial Highlights

As of June 30, 2003, the College’ s net assets increased to $210 million from $199 million as of June 30,
2002. Operating revenues increased $16.5 million due mainly to increased enrollment and tuition rates ($6.9
million) and federal, state and private grant activity ($8.3 million). Operating expenses increased $12.7
million principally from a $7.8 million increase in scholarships provided to students due to enrollment
increases; a $3.9 million increase in institutional support expenses due to the increase in the number of
computers and phone lines leased under operating leases; and salary and fringe increases. The remainder of
theincrease is due to normal inflationary increases and other factors.

Statement of Net Assets

The Statement of Net Assetsincludes all assets and liabilities of the College using the accrua basis of
accounting, which is similar to the accounting used by most private-sector institutions. Condensed
information from the College’ s statements of net assets follows:

(in thousands)

June 30 Increase Percent
2003 2002 (Decrease) Change
Current assets $ 142,779 $ 121,798 $ 20,981 17.2 %
Non current assets.
Capital assets—net of depreciation 167,460 144,266 23,194 16.1 %
Other 65,576 34,207 31,369 91.7 %
Total assets 375,815 300,271 75,544 25.2 %
Current liabilities 99,344 80,655 18,689 23.2%
Non-current liabilities 66,523 20,665 45,858 2219 %
Tota liabilities 165,867 101,320 64,547 63.7 %
Net assets:
Invested in capital assets—net of related debt 132,483 135,201 (2,718) (2.00%
Restricted—expendable 6,977 3,154 3,823 121.2 %
Unrestricted 70,488 60,596 9,892 16.3 %
Total net assets $ 209948 $ 198951 3 10,997 55%
Assets

Total assetsincreased $75.5 million from 2002 principally due to the following factors:

» Cash and cash equivalents increased approximately $37 million primarily due to the increased level
of operating activity and from the remaining proceeds from the 2003 bond issuance.



»  Property taxes receivable increased approximately $8.9 million over 2002. Thisis due to the
anticipated receipt of an additional $11 million in collections in 2004 from the passage of a 1.6 mill
replacement levy in November 2001. In addition, $2.4 million of monies, generally received each
year in June, were remitted in July 2002 and were considered receivable at June 30, 2002. These
monies were collected in June 2003.

» Accounts receivable increased $5.1 million over 2002. The mgjor changes include an increase in
student receivables of $3.5 million primarily due to enrollment and tuition increases offset by an
increase of $700,000 in bad debt expense. An additional $3.9 million in receivablesisrelated to
increased grant activity. The remainder of the change was due to various other factors.

» Capital assets, net of accumulated depreciation, increased by $23.2 million due mainly to the
acquisition and refurbishing of the Corporate College Westlake facility and the refurbishing of the
District Office building.

Liabilities
Total liabilities increased approximately $64.5 million principally due to the following factors:

» Accounts payable and accrued liabilities increased approximately $5.2 million due to an increase of
$4.9 million payable related to Pell grants, which was caused by an overpayment to the College. The
remainder of the difference is due to the timing of payments.

» Deferred property tax revenues have increased approximately $10.7 million over 2002. Thisisthe
offset to the increase in the amount receivable from the passage of a 1.6 mill replacement levy in
November 2001. Half of the anticipated revenue increase was received in 2003 and the other half
will be received in 2004.

» Deferred revenues, relating mainly to student revenues for the summer term and cash advances on
certain grants with eligibility requirements, increased $2.7 million. An increase in tuition rates and
an increase in enrollment over 2002 accounts for the mgjority of thisincrease. Tuition rates
increased approximately 8 percent and enrollment increased approximately 10 percent over the Fall
2002 semester.

»  Other liabilities, which are mainly comprised of self-insurance reserves, decreased $642,000 due to
adecrease in incurred but not reported (IBNR) health-care claims as of June 30, 2003, as compared
to June 30, 2002.

» Capital lease obligations decreased $1.3 million due to the payment of principal in the ordinary
course of business.

» Long-term debt increased approximately $47.9 million over 2002 due to the issuance of
Series A and B revenue bonds. The debt was issued to fund the Corporate College Project.



Statement of Revenues, Expenses and Changesin Net Assets

The Statement of Revenues, Expenses and Changes in Net Assets presents the operating results of the
College, as well as the non-operating revenues and expenses. Annual state appropriations and local property
taxes, while budgeted for operations, are considered non-operating revenues according to generally accepted
accounting principles. Condensed information from the College' s statements of revenues, expenses and
changesin net assets follows:

(in thousands)

Year Ended June 30, Increase Percent
2003 2002 (Decrease) Change
Operating revenue:
Net tuition and fees $ 32,225 $ 25,604 $ 6,621 25.9 %
Contracts and grants 43,873 35,592 8,281 23.3 %
Auxiliary enterprises 9,921 8,555 1,366 16.0 %
Other 6,155 5,959 196 33 %
Total operating revenue 92,174 75,710 16,464 21.7 %
Operating expenses:
Education and general:
Instruction and departmental research 51,098 50,640 458 0.9 %
Public service 17,226 18,000 (774) (4.3)%
Academic support 17,178 16,369 809 4.9 %
Student services 15,983 15,251 732 4.8 %
Institutional support 31,977 28,040 3,937 14.0 %
Operation and maintenance of plant 14,823 16,015 (1,292) (7.9%
Scholarships and fellowships 25,348 17,522 7,826 4.7 %
Depreciation 11,416 10,952 464 4.2 %
Auxiliary enterprises 9,055 8,575 480 5.6 %
Operating expenses 194,104 181,364 12,740 7.0 %
Net operating loss (101,930) (105,654) 3,724 (3.5%
Non-operating revenues.
State appropriations 45,129 44,469 660 15%
Property taxes 63,162 49,704 13,458 27.1 %
Investment income 1,663 2,667 (1,004) (37.6)%
Other income and expense (1,984) (747) (1,237) 165.6 %
Total non-operating revenue 107,970 96,093 11,877 12.4 %
Income (loss) before other revenues,
expenses, gains or losses 6,040 (9,561) 15,601 (163.2)%
State capital appropriations 4,957 10,958 (6,001) (54.8)%
Increase in net assets 10,997 1,397 9,600 687.2 %
Net assets—beginning of year 198,951 197,554 1,397 0.7 %
Net assets—end of year $ 209,948 $ 198,951 $ 10997 55 %



Operating Revenues

Theincreasein net tuition and fees is due to two factors; increased enrollment and increased tuition rates.
Enrollment increased approximately 10 percent over 2002, while atuition rate increase of 5 percent wasin
effect for the entire year.

Contract and grant revenue increased due to severa large new Federa, state and private grantsin 2003
totaling approximately $4 million. In addition, Federal scholarship revenues increased approximately $4.5
million.

Auxiliary enterprises consist of book centers, food services, and parking facilities. Book center and parking
facilities' revenues are directly related to enrollment in that both are dependent upon the number of students
purchasing books and supplies and attending classes. It is consistent with increased enrollment that these
revenues would increase as well.

Operating Expenses

Operating expenses increased in almost all categories due to two factors. First, approximately $1.4 million
more was spent on operating leases for computers and phone line charges in 2003. The College changed its
practice from purchasing computers to leasing computers in 2001 with 2003 being the final year of the
roll-out. Second, salaries and benefits increased approximately $5.3 million due to the addition of employees
to staff Corporate College and support increases in enrollment, and scheduled salary increases and increased
general benefit costs.

In addition to the overall increases noted above, additional changes are described bel ow:

* Public service costs decreased approximately 4.3 percent due mainly to the discontinuation of the
Science, Engineering, Mathematics, and Aerospace Academy (“SEMAA”) program in 2002

» Ingtitutional support increased $3.9 million mainly due to the two factors noted above.

»  Scholarships and fellowships expenses increased approximately $7.8 million due to increased
scholarship revenues, as noted above.

¢ Operations and maintenance of plant decreased approximately $1.2 million due mainly to a decrease
in projects from 2002.

» Cost of sales, which is a component of auxiliary enterprises expense, increased approximately
$480,000, and yielded a gross margin consistent with the prior year.

» Depreciation expense increased $464,000 mainly to the completion of renovation work on the district
office building.

The remainder of the increase in operating expenses was due to normal inflating factors.

Non-Operating Revenues

State operating appropriations increased approximately $660,000 due entirely to increases in enrollment.
Local appropriations consist entirely of property tax revenues. The $13.5 million increaseis due primarily to
the combined 1.6 mill replacement levy that went into effect in January 2002.



The decrease in investment income is attributable primarily to interest rate reductions.

Included in other income and expense isinterest expense on long-term debt and capital leases. The 2003 bond
issuance accounts for the majority of the increase.

Capital appropriations from the State of Ohio decreased approximately $6 million. The College receives capital
dollars from the State of Ohio for joint state projects that are approved as a part of the State' s biennia budget
process. In 2003, the College had fewer capital projects running that included State appropriations.

Statement of Cash Flows

The Statement of Cash Flows provides information about cash receipts and cash payments during the year.
This statement also helps users assess the College’ s ability to generate net cash flows, its ability to meetsits
obligations as they come due, and its need for external financing. Condensed information from the College's
statement of cash flows follows:
(in thousands)
Year Ended  Year Ended

June 30, June 30,
2003 2002

Cash provided by (used in):
Operating activities $(90,535)  $(95,445)
Non-capital financing activities 110,003 91,862
Capital and related financing activities 15,600 (16,167)
Investing activities 1,921 30,158
Net increase in cash 36,989 10,408
Cash—beginning of year 44,711 34,303
Cash—end of year $ 81,700 $ 44711

The primary cash receipts from operating activities consist of tuition revenues, grants and contracts, sales and
services, and auxiliary enterprises. Cash outlays include payment of wages, benefits, supplies, utilities and
scholarships. The decrease in cash used in operating activities relates directly to the decrease in operating loss
over 2002.

Property tax receipts and state appropriations are the primary source of non-capital financing. The new
accounting standards require that we reflect these sources of revenue as non-operating even though the
College's budget depends on these revenue sources to continue its current level of operations. Operating
appropriations from the State of Ohio increased dlightly and property tax receipts increased approximately
$16 million due to the factors discussed above.

The main sources of cash from capital and related financing activities relate to proceeds from capital leases,
long-term debt, and capital appropriations received from the State of Ohio. The increase is due to the issuance
of approximately $47 million in bonds to fund the Corporate College project. Financing cash receipts are
offset by $34.7 million in capital expenditures and $2.9 million in principal and interest repayment on capital
leases and long term debit.

The decrease in cash provided by investing activities of $28.2 million relates to the following three factors: In
fiscal 2002, approximately $9.6 million was used to cover the shortfall in operations, approximately $16.2
million was used to cover the shortfall in cash used for capital financing purposes, and the remainder was due
to achange in the investment strategy due to decrease in market yields. In fiscal 2003, there was an operating
gain. In addition, bond proceeds covered the cost of capital outlays.

* %k %k * x %
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CUYAHOGA COMMUNITY COLLEGE

STATEMENTS OF NET ASSETS
JUNE 30, 2003 and 2002

ASSETS

CURRENT ASSETS:
Cash and cash equivaents
Short-term investments
Property taxes receivable
Accounts receivable—net
Inventories
Prepaid expenses

Total current assets

NONCURRENT ASSETS:
Restricted cash and cash equivalents
Restricted investments
Loans receivable, less allowance for doubtful loans of $538,313 in 2003 and 2002
Other long-term investments
Capital assets—net
Other assets

Total noncurrent assets

Total assets

LIABILITIES

CURRENT LIABILITIES:
Accounts payable and accrued liabilities
Deferred property tax revenue
Deferred revenue
Capital |ease obligations—current portion
Long-term debt—current portion
Compensated absences—current portion

Total current liabilities

NONCURRENT LIABILITIES:
Long-term debt
Capital lease obligations
Compensated absences
Other liabilities
Tota noncurrent liabilities

Total liabilities

NET ASSETS

Invested in capital assets, net of related debt
Restricted—expendable
Unrestricted

Total net assets

The accompanying notes are an integral part of the financial statements.

2003 2002
$ 48,333,650 $ 41,341,623
112,855 52,804
73,537,847 64,664,714
17,886,035 12,749,506
1,599,133 1,561,230
1,309,810 1,427,856
142,779,330 121,797,733
33,366,168 3,369,361
651,100
266,012 354,681
30,430,764 29,831,613
167,459,860 144,266,449
1,512,611
233,035,415 178,473,204
375,814,745 300,270,937
17,045,784 11,881,721
68,767,008 58,075,566
11,257,075 8,574,137
1,386,244 1,395,943
280,000
608,000 727,884
99,344,111 80,655,251
47,570,466
9,858,519 11,168,616
5,556,429 5,316,636
3,537,543 4,179,142
66,522,957 20,664,394
165,867,068 101,319,645
132,482,886 135,201,005
6,977,443 3,153,832
70,487,348 60,596,455
$209,947,677 $198,951,292




CUYAHOGA COMMUNITY COLLEGE

STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

FOR THE YEARS ENDED JUNE 30, 2003 AND 2002

REVENUES:

Operating revenues:

Student tuition and fees, net of scholarship allowances
of $2,898,240 in 2003 and $3,458,834 in 2002

Federal grants and contracts
State grants and contracts
Local grants and contracts
Private grants and contracts
Sales and services
Aucxiliary enterprises
Other operating revenues

Total operating revenues

EXPENSES:
Operating expenses:

Educational and general:
Instruction and departmental research
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Scholarships and fellowships
Depreciation

Aucxiliary enterprises

Total operating expenses

Operating loss

NONOPERATING REVENUES (EXPENSES):
State appropriations
Property taxes
Unrestricted investment income, net of investment expense
of $377,778 in 2003 and $337,123 in 2002
Restricted investment income
Interest on capital asset-related debt
Other nonoperating expenses

Net nonoperating revenues

INCOME (LOSS) BEFORE OTHER REVENUES, EXPENSES,

GAINS OR LOSSES
STATE CAPITAL APPROPRIATIONS
INCREASE IN NET ASSETS
NET ASSETS—Beginning of year
NET ASSETS—End of year

The accompanying notes are an integral part of the financial statements.
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2003 2002
$ 32224598 $ 25,604,316
31,627,056 25,888,786
5,819,380 5,746,711
46,555
6,379,532 3,956,615
5,813,060 5,771,352
9,921,166 8,554,705
342,604 187,411
92,173,951 75,709,896
51,098,318 50,639,669
17,225,721 17,999,499
17,178,541 16,369,408
15,982,911 15,251,072
31,976,834 28,040,135
14,823,591 16,014,937
25,347,610 17,521,764
11,415,787 10,952,077
9,055,042 8,575,126
194,104,355 181,363,687
(101,930,404)  (105,653,791)
45,129,281 44,469,248
63,161,495 49,703,454
1,232,400 2,591,534
430,991 75,565
(1,681,843) (66,581)
(302,018) (680,650)
107,970,306 96,092,570
6,039,902 (9,561,221)
4,956,483 10,958,444
10,996,385 1,397,223
198,951,292 197,554,069
$209,947,677  $198,951,292




CUYAHOGA COMMUNITY COLLEGE

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED JUNE 30, 2003 AND 2002

CASH FLOWS FROM OPERATING ACTIVITIES:
Student tuition and fees
Grants and contracts
Sales and services
Auxiliary enterprises
Employee and related payments
Supplier and vendor payments
Payments for scholarships

Net cash used in operating activities

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Property tax receipts
State appropriations
Other receipts/payments

Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
State capital appropriations
Proceeds from bond issuance
Bond issuance costs
Purchases of capital assets
Proceeds from capital leases
Principal paid on capital leases
Interest paid on capital leases

Net cash provided by (used in) capital and related
financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Proceeds from sales and maturities of investments
Purchases of investments
Investment income

Net cash provided by investing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS—Beginning of year
CASH AND CASH EQUIVALENTS—End of year

-11-

2003 2002
$ 31,794553 $ 25,101,286
38,799,691 35,052,291
6,155,664 5,958,763
9,913,721 8,668,191
(106,366,724)  (101,636,565)
(45,771,229) (50,768,008)
(25,060,357) (17,821,548)
(90,534,681) (95,445,590)
64,979,804 47,286,042
45,129,281 44,469,248
(106,598) 107,274
110,002,487 91,862,564
6,183,946 10,985,662
47,872,693
(817,858)
(34,735,769) (27,575,793)
1,550,235
(1,319,796) (985,677)
(1,583,504) (141,699)
15,599,712 (16,167,272)
16,945,866 82,409,917
(16,953,968) (55,552,340)
1,929,418 3,300,675
1,921,316 30,158,252
36,988,834 10,407,954
44,710,984 34,303,030
$ 81,699,818 $ 44,710,984
(Continued)



CUYAHOGA COMMUNITY COLLEGE

STATEMENTS OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2003 AND 2002

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED IN OPERATING ACTIVITIES:
Operating l0ss
Adjustments to reconcile operating 10ss to net cash
used in operating activities:
Depreciation expense
Changesin assets and liabilities:
Receivables, net
Inventories
Prepaid expenses
Accounts payable and accrued liabilities
Deferred revenues
Compensated absences
Other liabilities

Net cash used in operating activities

2003 2002
$(101,930,404)  $(105,653,791)
11,415,787 10,952,077
(7,414,800) (710,912)
(37,903) (133,750)
145,308 (341,648)
5,126,083 (974,365)
2,682,938 719,840
119,909 242,453
(641,599) 454,506

$ (90,534,681)

$ (95,445,590)

The accompanying notes are an integral part of the financial statements.

-12 -
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CUYAHOGA COMMUNITY COLLEGE

NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2003 AND 2002

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity—Cuyahoga Community College (the “College™) is an institution of higher education.
In accordance with Governmental Accounting Standards Board (“ GASB”) Statement No. 14, The
Financial Reporting Entity, the College is a primary government with no component units. Accordingly,
the Cuyahoga Community College Foundation (the “Foundation™), which isalegally separate, not-for-
profit organization incorporated and operated exclusively for the benefit of the College (see Note 15), is
not included in the accompanying financial statements.

Basis of Presentation—The financial statements have been prepared in accordance with accounting
principles generally accepted in the United States of America (“GAAP’) as prescribed by the GASB.
Effective July 1, 2001, the College implemented GASB Statement No. 35, Basic Financial Statements -
and Management’ s Discussion and Analysis - for Public Colleges and Universities, issued in November
1999; Statement No. 37, Basic Financial Satements - and Management’ s Discussion and Analysis - for
Sate and Local Governments: Omnibus, an amendment of GASB Statements No. 21 and 34, issued in
June 2001; and Statement No. 38, Certain Financial Statement Note Disclosures, issued in June 2001.
The College follows the “business-type activities’ reporting requirements of GASB Statement No. 35.
In accordance with GASB Statement No. 35, the Statement of Net Assets, the Statement of Revenues,
Expenses, and Changes in Net Assets, and the Statement of Cash Flows are reported on a College-wide
basis.

Basis of Accounting—Thefinancial statements of the College have been prepared on the accrual basis
of accounting whereby all revenues are recorded when earned and all expenses are recorded when they
represent alegal or contractual obligation to pay.

In accordance with GASB Statement No. 20, Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities That Use Proprietary Fund Accounting, the College isrequired
to follow all applicable GASB pronouncements. In addition, the College should apply all applicable
Financia Accounting Standards Board (the “FASB”) Statements and Interpretations, Accounting
Principles Board (the “APB”) Opinions and Accounting Research Bulletins of the Committee on
Accounting Proceduresissued on or before November 30, 1989 unless those pronouncements conflict
with or contradict GASB pronouncements. The College has elected to not apply FASB statements and
interpretations issued after November 30, 1989.

Cash Equivalents—Cash equivalents are defined as highly liquid investments with a maturity of three
months or 1ess when purchased.

I nvestments—Investments are stated at fair value, based on published market quotations. The College
does not invest in derivatives.

I nventories—Inventories are valued at the lower of cost (firgt-in, first-out) or market. Inventory costs
are charged to operations when inventory is sold or consumed.

Capital Assets—Land, buildings and equipment are recorded at cost at the date of acquisition, or fair

value at the date of donation in the case of gifts. When property is sold or otherwise disposed of, the
carrying value of such assetsis removed from the accounts. Depreciation on buildings and equipment is

-13-



calculated using the straight-line method over the estimated useful life of the asset and is not allocated to
the functional expense categories. Expenditures for construction in progress are capitalized as incurred.
Interest expense relating to construction is capitalized net of interest income earned on resources set
aside for this purpose. In fiscal year 2002, the College increased its capitalization limit for moveable
equipment from $1,000 to $5,000.

The following estimated useful lives are used to compute depreciation:

Buildings 40 years
Building improvements 15 years
Improvements other than buildings 20 years
Library books 5years
M oveabl e equipment 4-10 years

Compensated Absences—Compensated absence costs are accrued when earned by employees.

Deferred Revenue—Revenues and expenditures related to academic terms conducted over two fiscal
years, such as summer sessions, are recognized in the fiscal year in which the program is predominantly
conducted. In addition, property taxes and certain grant proceeds that do not meet the revenue
recognition criteria under GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions, and No. 36, Recipient Reporting for Certain Shared Nonexchange Revenues
(an amendment of GASB Statement No. 33), are deferred.

Net Asset Classification—In accordance with GASB Statement No. 35 guidelines, the College's
resources are classified into the following three net asset categories:

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—Expendable—net assets whose use 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.

Unrestricted—net assets that are not subject to externally imposed restrictions. Unrestricted net
assets may be designated for specific purposes by the Board of Trustees.

Operating Revenues—A\I revenues from programmatic sources are considered to be operating
revenues. Included in non-operating revenues are state appropriations, property tax revenues and
investment income.

Use of Estimates—The preparation of financia statementsin conformity with GAAP requires
management to make estimates and assumptions that affect the amounts reported in the financial
statements and disclosure in the notes to financia statements. Actual results could differ from those
estimates.

Recently I ssued Accounting Pronouncements— During May 2002 the GASB issued Statement No. 39,
Determining Whether Certain Organizations are Component Units (an amendment of GASB Statement
No. 14). This statement amends Statement No. 14 to provide additional guidance to determine whether
certain organizations, such as not-for-profit foundations, for which the primary ingtitution is not
financially accountable, should be reported as component units of the primary institution based on the
nature and significance of their relationship with the primary institution. Generally, this statement
requires reporting, as a component unit, an organization that raises and holds economic resources for the
direct benefit of an institution. The provisions of this statement are effective for financial statements for
periods beginning after June 15, 2003. The College has not determined the impact, if any, that this
statement will have on itsfinancial statements.
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During March 2003, the GASB issued Statement No. 40, Deposit and Investment Risk Disclosures (an
amendment of GASB Satement No. 3). This statement amends Statement No. 3 and addresses additional
cash and investment risks to which entities are exposed. Generally, this statement requires that entities
communicate key information about such risksin four principle areas. investment credit risks, including
credit quality information issued by rating agencies; interest rate disclosures that include investment
maturity information; interest rate sensitivity for investments that are highly sensitive to changesin
interest rates; and foreign exchange exposures that would indicate the foreign investment’s
denomination. The provisions of this statement are effective for the year ending June 30, 2006. The
College has not determined the impact, if any, that this statement will have on its financial disclosure.

DEPOSITSAND INVESTMENTS

Ohio law requires that deposits be placed in eligible banks or building and loan associations located in
Ohio. Any public depository in which the College places deposits must pledge as collatera eligible
securities of aggregate market value equal to the amount of deposits not insured by the Federal
Depository Insurance Corporation. Further, Ohio law allows for pledges of pooled collateral in amounts
that exceed the secured deposits by at least five percent. Collateral that may be pledged is limited to
obligations of the following entities: the United States and its agencies, the State of Ohio, the Ohio
Student Loan Commission and any legally constituted taxing subdivision within the State of Ohio.

The College' sinvestment policies are governed by state statutes that authorize the Collegetoinvest in
obligations of the U.S. Treasury, agencies and instrumentalities; bonds and other State of Ohio
obligations; certificates of deposit; and U.S. Government money market funds and repurchase
agreements. Such repurchase agreements must be acquired from qualifying Ohio financid institutions,
or from registered brokers/dealers.

Deposits—At June 30, 2003, the carrying amount of the College’ s deposits was $8,774,903, as
compared to actua bank balances of $9,699,835. At June 30, 2002, the carrying amount of the College’'s
deposits was an overdraft of $266,385, as compared to actual bank balances of $1,808,648. The
difference for both years represents outstanding checks and normal reconciling items. Of the June 30,
2003 and 2002 bank balances, $300,000 was covered by federal depository insurance and the remaining,
$9,399,835 and $1,752,975 respectively, was uncollateralized, as defined by the GASB; however, it was
secured by collateral pools of U.S. Government and municipal securities established by each respective
financial institution for the purpose of pledging a pool of collateral against all public deposits held as
permitted under Ohio law.

I nvestments—Investments are categorized to give an indication of the level of credit risk assumed by
the College at year end. These categories of credit risk are summarized below:

Category 1—nsured or registered investments held by the College or its agent in the name of the
College.

Category 2—Uninsured and unregistered investments, for which securities are held by the
counterparty’ strust department or agent in the name of the College.

Category 3 —Uninsured and unregistered investments for which securities are held by the
counterparty, or by its trust department or agent, but not in the College’ s name.
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At June 30 the College’ s investments were as follows:

2003 A——— Category N
Type of Investment 1 2 3 Fair Value
Government securities $ - $ - $ 8,108,750 $ 8,108,750
U.S. treasury bills 14,200,258 13,934,714 28,134,972
Mutual funds 59,177 59,177
Certificate of deposit 53,678 53,678
Totas $ 53,678 $14,200,258 $ 22,102,641 36,356,577
Unclassified investment—State Treasurer’s Asset Reserve Fund (STAROhi0) 67,111,957
$103,468,534
2002 A Category N
Type of Investment 1 2 3 Fair Value
Government securities $ - $13,689,281 $ 21,626,458 $ 35,315,739
U.S. treasury bills 459,577 459,577
Totas $ - $13,689,281 $ 22,086,035 35,775,316
Unclassified investment—State Treasurer’s Asset Reserve Fund (STAROhi0) 39,737,570

$ 75512886

STAROhio isan investment pool created pursuant to Ohio statutes and managed by the Treasurer of the
State of Ohio. STARONhiIo is not registered with the Securities and Exchange Commission as an
investment company, but does operate in a manner consistent with Rule 2a7 of the Investment Company
Act of 1940. Investments in STAROhio are valued at STAROhi0' s share price, which is the price the
investment could be sold for on the balance sheet date. The amount invested with STAROhio is not
classified by risk category becauseit is not evidenced by securities that exist in physical or book entry
form as defined by GASB Statement No. 3.

ACCOUNTSRECEIVABLE

Accounts receivable consists of the following as of June 30:

2003 2002
Tuition and fees receivable $14,863,720 $11,294,035
Grants receivable 6,054,938 1,958,830
State capital appropriations receivable 184,926 1,637,584
Interest receivable 94,274 400,357
Other receivables 270,753 301,150
Allowance for doubtful accounts (3,5682,576) (2,842,450)
Total $17,886,035 $12,749,506
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CAPITAL ASSETS

Capital asset activity for the years ended June 30, 2003 and 2002 was as follows:

Description

Cost:
Land
Buildings
Building improvements
Improvements other than buildings
Library books
Moveable equipment

Construction in progress—net

Totals

Accumulated depreciation:
Buildings
Building improvements
Improvements other than buildings
Library books
M oveable equipment
Totals

Capital assets—net

Description

Cost:
Land
Buildings
Building improvements
Improvements other than buildings
Library books
M oveable equipment

Construction in progress—net

Totals

Accumulated depreciation:

Buildings
Building improvements
Improvements other than buildings
Library books
Moveable equipment

Totals

Capital assets—net

Balance Balance
July 1, 2002 Additions Disposals June 30, 2003
$ 5,437,138 $ - $ - $ 5,437,138
102,946,454 102,946,454
62,134,288 18,802,678 80,936,966
28,829,000 936,389 29,765,389
1,715,767 165,596 1,881,363
45,264,472 4,500,211 (1,494,601) 48,270,082
38,530,107 10,361,024 48,891,131
284,857,226 34,765,898 (1,494,601) 318,128,523
54,917,364 2,573,661 57,491,025
29,342,309 4,096,242 33,438,551
22,545,827 642,827 23,188,654
922,736 407,917 1,330,653
32,862,541 3,695,141 (1,337,902) 35,219,780
140,590,777 11,415,788 (1,337,902) 150,668,663
$ 144,266,449 $23,350,110 $ (156,699 $ 167,459,860
Balance Balance
July 1, 2001 Additions Disposals June 30, 2002
$ 5,437,138 $ - $ - $ 5,437,138
102,946,454 102,946,454
53,616,791 8,517,497 62,134,288
27,572,884 1,256,116 28,829,000
1,536,911 178,856 1,715,767
47,713,973 1,184,076 (3,633,577) 45,264,472
22,182,229 16,347,878 38,530,107
261,006,380 27,484,423 (3,633,577) 284,857,226
52,343,703 2,573,661 54,917,364
26,001,558 3,340,751 29,342,309
21,887,420 658,407 22,545,827
642,657 280,079 922,736
31,756,968 4,099,179 (2,993,606) 32,862,541
132,632,306 10,952,077 (2,993,606) 140,590,777
$ 128,374,074 $16,532,346 $ (639,971) $ 144,266,449
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Included in construction in progress at June 30, 2003 are costs associated with the Metro Humanities
Building, West Technica Learning Center, and Corporate College West. At June 30, 2003, $3,083,076
was yet to be spent under contractual commitments pertaining to these improvements and other minor
projects and will be funded through unspent proceeds from existing long-term debt, state capital
appropriations, and general operations.

ACCOUNTSPAYABLE AND ACCRUED LIABILITIES

Accounts payable and accrued liabilities consist of the following at June 30:

2003 2002
Accounts payable $ 4,151,385 $ 2,649,506
Accrued liabilities 8,314,781 5,638,237
Payroll and fringe liablilities 4,579,618 3,593,978
Total $17.045,784 $11,881,721

STATE APPROPRIATIONS

The College is a state-assisted institution of higher education that receives a student-based subsidy from
the State of Ohio. This subsidy is determined annually based upon aformula determined by the State of
Ohio.

In addition to the student subsidies, the State of Ohio provides funding for the construction of major
academic plant facilities on the College’ s campuses. Funding is obtained from the issuance of revenue
bonds by the Ohio Public Facilities Commission (“OPFC”). Bond proceeds are used for the construction
and subsequent transfer of the facility to the College.

College facilities are not pledged as collateral for the revenue bonds. Instead, the bonds are supported by
apledge of moniesin the Higher Education Bond Service Fund established in the custody of the
Treasurer of the State of Ohio. If sufficient monies are not available from this fund, the Ohio Board of
Regents may assess a specia fee uniformly applicable to studentsin state-assisted institutions of higher
education throughout the state.

As aresult of the above-described financia assistance provided by the State of Ohio to the College,
outstanding debt issued by OPFC is not included on the College’ s balance sheet. In addition, the
appropriations by the General Assembly to the Ohio Board of Regents for payment of debt service and
the related debt service payments are not recorded in the College’ s accounts.

The College follows the practice of recording additions to fund balance and accounts receivable for
appropriations approved by the State of Ohio to cover expenses that have been incurred for plant
facilities and equipment.

PROPERTY TAXES

The College receives funds from property taxeslevied on all real, public utility, and tangible personal
property used in businesses located in Cuyahoga County. Two leviesfor .6 and 1.0 mills were renewed
by votersin 1992 and combined as one levy which expired during the year ended June 30, 2003. During
November 2001, Cuyahoga County voters approved an eight year, 1.6 mill replacement of the .6 and 1.0
mill levies, which commenced during the year ended June 30, 2003. An additiona levy was renewed by
votersin 1996 for 1.2 mills and expires in 2006.

-18 -



PENSION AND RETIREMENT PLANS

Defined Benefit Plans—The College’ sfaculty is covered by the State Teachers Retirement System of
Ohio (“STRS"). Substantially all other employees are covered by the Ohio Public Employees
Retirement System of Ohio (“OPERS”). These retirement programs are statewide, cost-sharing,
multiple-employer pension plans. OPERS offers a defined benefit plan, while STRS offers a defined
benefit plan, a defined contribution plan, and a combined plan. STRS and OPERS provide retirement
and disability benefits, annual cost-of-living adjustments, and death benefits to plan members and
beneficiaries. Authority to establish and amend benefits is provided by state statute. Both STRS and
OPERS issue separate, publicly available financial reports that include financia statements and required
supplementary information.

These reports may be obtained by contacting the two organizations at the following locations:

STRS OPERS

275 East Broad Street 277 East Town Street

Columbus, OH 43215-3771 Columbus, OH 43215-4642

(614) 227-4090 (614) 226-6705 or (800) 222-PERS

In addition to the retirement benefits described above, STRS and OPERS provide postretirement
healthcare benefits (see Note 9).

Defined Contribution Plan—An Alternative Retirement Plan (* ARP”) was established by the College's
Board of Trustees on February 5, 1999. The ARP is a defined contribution pension plan available to full-
time administrative and professional staff in lieu of OPERS or STRS. For the employees who € ected
participation in ARP, prior employee contributions to STRS and OPERS were transferred from those
plans and invested in individual accounts established with selected external investment managers.

The ARP does not provide disability benefits, annual cost-of-living adjustments, postretirement health
care benefits or death benefits to plan members and beneficiaries. Benefits are entirely dependent on the
sum of contributions and investment returns earned by each participant’ s choice of investment options.

Funding—The ORC provides statutory authority for employee and employer contributionsto STRS,
OPERS and the ARP. Contributions equal to those required by STRS and OPERS are required to be
made to the ARP; however, a portion (which may be revised pursuant to periodic actuarial studies) of
the employer contribution must be contributed to STRS or OPERS to enhance the stability of those
plans. The required contribution rates (as a percentage of covered payroll) for plan members and the
College were as follows for the years ended June 30, 2003 and 2002:

STRS OPERS ARP

Faculty:
Plan member 9.30% 9.30%
College 14.00% 14.00% *
Staff:
Plan member 8.50% 8.50%
College 13.55% 13.55%
Law enforcement staff:
Plan member 9.00% 9.00%
College 16.70% 16.70%

*  Employer contributions included 3.5% paid to STRS. The remaining amount is
credited to the participant’s ARP account.
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The College' s contributions for the year ended June 30, 2003 and for each of the two preceding years,
including the portion applicable to postretirement benefits (see Note 9), were as follows:

STRS OPERS ARP
Year Ended June 30 Contribution Contribution Contribution
2003 $5,259,000 $5,772,000 $458,000
2002 4,954,000 5,624,000 358,000
2001 5,329,000 4,226,000 346,000

The College' s actual contributions to each of the plans equaled the required contributions for each year.
POSTRETIREMENT BENEFITS

OPERS—OPERS provides postretirement healthcare coverage to age and service retirants with ten or
more years of qualifying Ohio service credit. Healthcare coverage for disability recipients and primary
survivor recipientsis also available. Healthcare coverage provided by the retirement systemis
considered an other post-employment benefit (“*OPEB”) as described in GASB Statement No. 12.

A portion of each employer’s contribution to OPERS (5% of covered payroll in 2003 and 4.3% of
covered payroll in 2002) is set aside for funding of postretirement healthcare. The ORC provides
statutory authority requiring public employersto fund postretirement healthcare through their
contributions to OPERS. The statutory healthcare contribution requirement from the College for the
years ended June 30, 2003 and 2002 (which isincluded in the College’ s total OPERS contribution) were
$2,110,000 and $1,785,000.

OPEB are advance-funded on an actuarially determined basis and are financed through employer
contributions and investment earnings thereon. The contributions allocated to retiree healthcare, aong
with investment income on allocated assets and periodic adjustments in healthcare provisions are
expected to be sufficient to sustain the program indefinitely.

At December 31, 2001 (latest information available), there were 402,041 active participants contributing
to the plan. In addition, at December 31, 2001, the actuarial value of the plan’s net assets available for
OPEB approximated $11.6 billion and the actuarial accrued liability and the unfunded actuarial accrued
liability, based on the actuarial method used, were $16.4 billion and $4.8 billion, respectively.

STRS—STRS provides access to healthcare coverage to retired teachers who participated in the defined
benefit or combined plans and their dependents. Coverage includes hospitalization, physician fees,
prescription drugs, and partial reimbursement of monthly Medicare Part B premiums. All benefit
recipients and sponsored dependents are eligible for healthcare coverage. Pursuant to the ORC, STRS
has discretionary authority over how much, if any, of the healthcare costs will be absorbed by STRS. Al
benefit recipients pay a portion of the healthcare cost in the form of a monthly premium.

The ORC grants authority to STRSto provide healthcare coverage to eligible benefit recipients, spouses,
and dependents. By Ohio law, the cost of the coverage paid from STRS funds shall be included in the
employer contribution rate, currently 14% of covered payroll.

Postretirement healthcare under STRS s financed on a pay-as-you-go basis. For the fiscal year ended
June 30, 2002, STRS alocated employer contributions equal to 4.5% of covered payroll to the Health
Care Reserve Fund from which healthcare benefits are paid. For the fiscal year ended June 30, 2003, 1%
of covered payroll was allocated to the Health Care Reserve Fund. The healthcare contribution
reguirement from the College for the year ended June 30, 2003 and 2002 (which isincluded in the
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College' stotal STRS contribution) was $374,000 and $1,592,000, respectively. The balance in the
Health Care Reserve Fund was $3 billion on June 30, 2002 (latest information available). For the year
ended June 30, 2002 (latest information available), net healthcare costs paid by STRS were $355
million. There were 105,300 eligible benefit recipients on June 30, 2002.

SELF-INSURANCE LIABILITIES

The College is exposed to various risks of 1oss during the normal course of its operationsincluding,

but not limited to, loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; and injuries to employees. The College is self-insured for the purpose of providing
employee healthcare, workers' compensation, disability and retiree death benefits. Losses from asserted
claims and from unasserted claims identified under the College’ s incident reporting systems are accrued
based on estimates that incorporate the College’ s past experience, aswell as other considerations
including the nature of each claim or incident and relevant trend factors. The liabilities for estimated
self-insured claims include estimates of the ultimate costs for both reported claims and claims incurred
but not reported.

Changesin the reported liabilities (included in other liabilities on the statements of net assets) during the
past two fiscal years resulted from the following:

Healthcare Workers’ Compensation
2003 2002 2003 2002
Liability at the beginning
of year $1,314,000 $1,151,000 $ 469,769 $ 481,562
Current year claims, net of
changesin estimates 3,039,470 4,883,306 138,735 242,054
Claim payments (3,820,834) (4,720,306) (66,862) (253,847)
Balance at end of year $ 532,636 $1,314,000 $ 541,642 $ 469,769
Disability Retiree Death
2003 2002 2003 2002
Liability at the beginning
of year $1,268,800 $1,004,847 $ 762,169 $ 742,169
Current year claims, net of
changesin estimates 109,020 516,747 31,000 40,000
Claim payments (8,733) (252,794) (16,000) (20,000)
Balance at end of year $1,369,087 $1,268,800 $ 777,169 $ 762,169

The College purchases insurance policiesin varying amounts for genera liability, property damage and
employee and Board of Trustee'sliability, including errors and omissions of the College’ s safety forces.
Settled claims have not exceeded the College’ sinsurance coveragein any of the past three years.
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11. LEASE COMMITMENTS

Capital Lease—The College has two capita |eases as described below. The changesin the lease
obligations during the years ended June 30, 2003 and 2002 are shown below:

2003

House Bill 7 Lease
Phone System Lease

Tota

2002

House Bill 7 Lease
Phone System L ease

Tota

Beginning Ending
Balance Additions Reductions Balance
$11,610,650 $ - $ 889,467 $10,721,183

953,909 430,329 523,580
$12,564,559 $ - $1,319,796 $11,244,763
Beginning Ending
Balance Additions Reductions Balance
$12,000,000 $ 250,235 $ 639,585 $11,610,650

- 1,300,000 346,091 953,909
$12,000,000 $1,550,235 $ 985,676 $12,564,559

On March 31, 2001, the College entered into along-term lease-purchase agreement with afinancia
ingtitution to finance certain energy conservation improvements under Ohio House Bill 7. The
agreement requires payments of principal and interest in equal monthly installments of $120,861
through August 2012. The building improvements under the capital lease had a net book value of
$12,366,262 at June 20, 2003, which was composed of a capitalized cost of $12,792,685 less

accumulated depreciation of $426,423.

On August 24, 2001, the College entered into along-term lease-purchase agreement with afinancial
ingtitution to finance its new phone system. The agreement requires payments of principal and interest in
equal monthly installments of $38,312 through August 2004. The components financed by the lease

amounted to $1,292,732, which isincluded in construction in progress at June 30, 2003.

Future minimum lease payments under the capital |eases are due as follows:

Fiscal Year

2004

2005

2006

2007

2008

2009-2013

Total minimum lease payments

L ess amount representing interest

Present value of net minimum lease payments
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Amount

$ 1,910,069
1,526,951
1,450,327
1,450,327
1,450,327
6,043,033

13,831,034
2,586,271

$11,244,763
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Operating Leases—The College leases a building, certain equipment and automobiles under
noncancelable operating leases. Future minimum rental payments under operating leases with remaining
termsin excess of one year as of June 30, 2003 are as follows:

Year Amount

2004 $4,286,964
2005 2,125,650
2006 1,089,506
2007 357,629
Total $7,859,749

The College' srent expense under these leases was $3,289,000 and $2,843,000 for the years ended
June 30, 2003 and 2002, respectively.

On September 4, 2002, the College entered into alease agreement to lease real estate to athird party.
Thelease is an operating lease, which commenced on October 1, 2002, with a partial lease year from
September 4, 2002 through September 30, 2002. The lease is for aperiod of two years and has fixed
monthly rentals of $28,085. The lease provides for four additional 2-year renewals at the option of the
tenant. Rental for the first two renewals remains the same as the initia term, with a 10% increase going
into effect for the third renewal term. Total rental revenue under this lease was approximately $253,000
in 2003.

LONG TERM DEBT

The College’ slong-term debt at June 30, 2003 consisted of the following:

Series A bonds, including premium of $870,466 $ 29,975,466
Series B bonds 17,875,000

Totd 47,850,466
Less current portion 280,000
Long-term portion $ 47,570,466

In September 2002, the College issued $29,105,000 Cuyahoga Community College District, Ohio
General Receipts Bonds, Series A, and in October 2002, the College issued $17,875,000 Cuyahoga
Community College District, Ohio General Receipts Bonds, Series B. The proceeds of both issuances
are being used to fund the Corporate College project and are described below:

¢ The Series A Bonds consist of $6,275,000 of serial bonds maturing each June 1 and
December 1, beginning June 1, 2004 and ending December 1, 2013. Interest on each series
varies and ranges from 1.6% to 3.55 %. The remaining $22,830,000 are term bonds, with
interest rates ranging from 4.6% to 5%, maturing as follows: $1,525,000 on December 1, 2015;
$6,715,000 on December 1, 2022; $1,765,000 on June 1, 2024; and $12,825,000 on
December 1, 2032.

*  The Series B Bonds mature on December 1, 2032. The holders of these notes are permitted to
demand repayment prior to maturity under certain circumstances. As aresult, the College has
executed a remarketing agreement and a letter of credit with afinancial institution which
requires the financial institution to use its best effortsto resell any portion of the notes presented
for payment prior to their scheduled maturity. The letter of credit, which expires on October 9,
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14.

15.

16.

2004, provides assurance that funds will be available through the financial institution to redeem
any non-marketable notes prior to their maturity. The notes provide for interest at arate as
determined by the remarketing agent based upon current transactions in comparabl e securities
that enable the agent to remarket the notes at par. The interest rate on the Series B Bonds was
3.15% on June 30, 2003.

The bonds are payable as follows (with an assumed interest rate of 3.15% for the Series B Bonds):

Principal Interest Total
2004 $ 280,000 $ 1874986 $ 2,154,986
2005 950,000 1,862,202 2,812,202
2006 975,000 1,839,475 2,814,475
2007 1,000,000 1,814,167 2,814,167
2008 1,030,000 1,786,349 2,816,349
2009-2013 5,625,000 8,431,374 14,056,374
2014-2018 6,740,000 7,313,253 14,053,253
2019-2023 8,330,000 5,725,294 14,055,294
2024-2028 10,270,000 3,775,798 14,045,798
2029-2032 11,780,000 1,311,724 13,091,724
Total $ 46,980,000 $ 35734622 $ 82,714,622

INCOME TAXES

The College is exempt from income taxes as a not-for-profit organization under federal income tax laws
and regulations of the Internal Revenue Service.

CONTINGENCIES

Under the terms of federal and state grants, periodic audits are required and certain costs may be
guestioned as not being appropriate expenditures under the terms of the grants. Such audits could lead to
reimbursement to the grantor agencies. The College management believes such reimbursements, if any,
will be immaterial.

LITIGATION

During the normal course of its operations, the College has been named as a defendant in certain legal
actions and claims. The College management is of the opinion that the disposition of these legal actions
and claims will not have a material adverse effect on the financia condition of the College. The College
purchases commercial insurance to cover certain potential losses.

FOUNDATION

The Foundation was formed in 1973 to obtain private financing support for the promotion of excellence
at the College. The Foundation provides scholarships to financially disadvantaged students and merit
scholarships to those students demonstrating excellent academic abilities. The Foundation also provides
support to specific educational departments and programs of the College. The accounting records for the
Foundation are maintained at the College in Cleveland, Ohio. Certain administrative expenses of

the Foundation are borne directly by the College. The Foundation has total assets of $13.2 million at
June 30, 2003 and total revenues, investment income and other support of $4.6 million for the year then
ended.
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CUYAHOGA COMMUNITY COLLEGE

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2003

Federal Grantor/Pass Through
Grantor/Program Title

STUDENT FINANCIAL AID CLUSTER (SFA)
U.S. Department of Education:
Direct Programs:
Federal Pell Grant Program
Federal Supplemental Education Opportunity Grant
Federa Work-Study Program

Total Student Financial Aid Cluster

OTHER PROGRAMS
Academic Support—U.S. Department of Education:
Pass-Through Programs from
Ohio Department of Education:
Tech-Prep

Ingtitutional Support—U.S. Department of Education:
Direct Programs:
Early Childhood Literacy
Pass-Through Programs from
Polaris Joint Vocational School District:
Alliance & Innovation

Tota Other Programs—Institutional Support

See Notes to Supplemental Schedule of Expenditures of Federal Awards.
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Pass-Through
Number

VETP-2003-04 FB

R303A980063-02

Federal
CFDA
Number or
Primary
Grant
Number

84.063
84.007
84.033

84.243

84.215

84.303

Expenditures

$ 17,960,912
439,420
712,336

19,112,668

249,999

177,971

529,970

707,941

(Continued)



CUYAHOGA COMMUNITY COLLEGE

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2003

Federal Grantor/Pass Through
Grantor/Program Title

PUBLIC SERVICE
U.S. Department of Education:
Direct Programs:
Trio Cluster:

Student Support Services

Disabled Student Services
Total CFDA #84.042

Project Talent Search

Upward Bound

Veterans Upward Bound
Total CFDA #84.047

Education Opportunity Center
Total Trio Cluster

Gear-Up Partnership Program
Title 111—Strengthening Institutions

Pass-Through Programs from
Ohio Department of Education:
Adult Basic and Literacy Education
Adult Basic and Literacy Education
Adult Basic and Literacy Education
Project Ideal-Ohio Literacy Network
Total CFDA #84.002
Rainbow Terrace-Technology Learning Center
Vocational Administration
Vocational Education—Sex Equity
Orientation to Non-Traditional Occupation for Women
Vocational Education—Special Needs
Pass-Through Programs from
Polaris Joint VVocational School District:
Orientation to Non-Traditional Occupation for Women
Total CFDA #84.048

Total Public Service

Total U.S. Department of Education

Pass-Through
Number

PROJECT #063404-AB-S1-2003
PROJECT #063404-AB-S1-2002(
PROJECT #063404-AB-S2-2003

PROJECT #063404-T1S1-03
CPIII-A02
CPIII-A02
VESE20030NOWO09
CPIII-A02

See Notes to Supplemental Schedule of Expenditures of Federal Awards.

Federal
CFDA
Number or
Primary
Grant
Number

84.042
84.042

84.044
84.047
84.047

84.066

84.334
84.031

84.002
84.002
84.002
84.002

84.287
84.048
84.048
84.048
84.048

84.048

Expenditures

266,653

278,038

544,691
500,728
314,407

300,649

615,056

295,574

1,956,049

324,788
465,545

28,394
2,528
26,160

19,126

76,208
50,612
19,450
185,899
15,000
167,138

19,549

407,036
3,280,238

23,350,846

(Continued)



CUYAHOGA COMMUNITY COLLEGE

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2003

Federal
CFDA
Number or
Primary
Federal Grantor/Pass Through Pass-Through Grant
Grantor/Program Title Number Number Expenditures
PUBLIC SERVICE
National Institute of Health:
Direct Program:
Bridges to Success 93.859 142,956
Environmental Protection Agency
Pass-Through Program from
National Fish & Wildlife Foundation:
Cuyahoga Wetland Enhancement 2001-0240-011 66.500 9,955
U.S. Department of Agriculture:
Pass-Through Program from
Ohio Department of Education:
Family Daycare IRN110270 10.558 87,818
U.S. Department of Health and Human Services:
Pass-Through Program from Western Reserve Area
Agency on Aging:
Title 111 Shape Up None 93.044 13,529
Health Education for Senior Adults None 93.044 42,800
Total CFDA #93.044 56,329
National Science Foundation:
Pass-Through Program from Brevard Community College:
Spacetec-NSF None 47.076 26,348
U.S. Department of Housing and Urban Development:
Pass-Through Program from Cuyahoga County:
Board of Health
Lead Based Paint Hazard Control None 14.900 21,065
Pass-Through Program from City of Cleveland:
Entrepreneur Development (SEED) Program None 14.246 46,675
Total U.S. Department of Housing and Urban Devel opment 67,740
See Notes to Supplemental Schedule of Expenditures of Federal Awards. (Continued)
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CUYAHOGA COMMUNITY COLLEGE

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2003

Federal Grantor/Pass Through
Grantor/Program Title

PUBLIC SERVICE
U.S. Department of Labor
WIA Cluster:
Pass-Through Program from Cuyahoga County, Ohio:
Integrated System Technology Training Program
Y ear-Round Y outh Education and Training
Pass-Through Program from the City of Cleveland, Ohio:
In-School Workforce Investment Act
Total CFDA #17.259
Total WIA Cluster

Pass-Through Program from Cuyahoga County, Ohio:
Advance Tech Training Network

Pass-Through Program from the City of Cleveland, Ohio:
Y outh Opportunity

Total U.S. Department of Labor

National Endowment for the Arts—National Foundation
on the Artsand Humanities
Direct Program:
JazzFest—NEA
JazzFest—Doris Duke - NEA
Pass-Through Program from Heartland Foundation:
Jones/Amie Zane Dance Co.

Total National Endowment for the Arts—
National Foundation on the Arts and Humanities

Corporation for National and Community Service
Pass-Through Program from Center for Healthy Communities:
Healthy Neighborhood
Pass-Through Program from Association for Gerentology
in Higher Education:
Intergenerational Service Learning

Total Corporation for National and Community Service

TOTAL EXPENDITURES OF FEDERAL AWARDS

See Notes to Supplemental Schedule of Expenditures of Federal Awards.
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Pass-Through
Number

None
CE 13100-01

None

None

FY03-89

None

None

Federal
CFDA
Number or
Primary
Grant
Number

17.260
17.259

17.259

17.261

17.263

45.024
45.024

45.024

94.011

Expenditures

996,562
93,650

23,130
116,780
1,113,342

479,429
131,888

1,724,659

20,000
40,000
5,000

65,000

2,000

7,850

9,850

$25,541,501

(Concluded)



CUYAHOGA COMMUNITY COLLEGE

NOTES TO SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2003

1. BASISOF PRESENTATION

The accompanying Supplemental Schedule of Expenditures of Federal Awards (the “ Schedul€”) reflects
the expenditures of Cuyahoga Community College (the “College”) under programs financed by the U.S.
Government for the year ended June 30, 2003. The Schedule has been prepared using the accrua basis
of accounting.

For purposes of the Schedule, federal awards include the following:
» Direct federa awards

»  Pass-through funds received from non-federal organizations made under federally sponsored
programs conducted by those organizations.

All programs are presented by federal department. Pass-through programs are also presented by the
entity through which the College received the federal award. Catalog of Federal Domestic Assistance
(“CFDA™) Numbers or Primary Grant Numbers are presented for those programs for which such
numbers are available.

2. FEDERAL LOAN PROGRAMS

Federal Perkins Loan Program—The outstanding balance under this federal loan program administered
by the College is asfollows:

Outstanding

CFDA Balance at
Number June 30, 2003
Federal Perkins Loan Program 84.038 $ 514,223

Total loan disbursements under the program for the year ended June 30, 2003 are identified below:

CFDA
Number Disbursements
Federal Perkins Loan Program 84.038 $ 56,743

The above expenditures include disbursements and expenditures such as loans to students and
administrative expenditures. The Schedule only includes administrative costs of the loan program.
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Nursing Student Loan Program—T he outstanding balance under this federal loan program
administered by the College is asfollows:

Outstanding
CFDA Balance at
Number June 30, 2003
Nursing Student Loan Program 93.364 $ 126,385

There were no loan expenditures or disbursements under the program during the year ended June 30,
2003.

Federal Direct Student Loan Program—During the fiscal year ended June 30, 2003, the College
processed the following amount of new loans under the Federal Direct Student Loan Program:

CFDA Amount
Number Disbursed
Federal Direct Student Loan Program 84.268 $4,771,594
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Deloitte & Touche LLP
Suite 2500

127 Public Square
Cleveland, Ohio 44114

Tel: 216-589-1300
Fax: 216-589-1369
www.us.deloitte.com

Deloitte

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND ON INTERNAL
CONTROL OVER FINANCIAL REPORTING BASED ON THE AUDIT PERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Cuyahoga Community College

We have audited the financial statements of Cuyahoga Community College (the “College”) as of and for
the year ended June 30, 2003, and have issued our report thereon dated December 5, 2003. We conducted
our audit in accordance with auditing standards generally accepted in the United States of Americaand
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 reasonabl e 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.
Theresults of our tests disclosed no instances of honcompliance that are required to be reported under
Government Auditing Sandards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the College’ sinternal 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 theinternal control over financia reporting would not necessarily disclose all mattersin
the internal control over financial reporting that might be material weaknesses. A material weaknessisa
condition in which the design or operation of one or more for the internal control components does not
reduce to arelatively low level the risk that misstatement in amounts that would be material in relation to
the financial statements being audited may occur and not be detected within atimely period by employees
in the normal course of performing their assigned functions. We noted no matters involving the internal
control over financia reporting and its operation that we consider to be a material weakness. In addition,
we noted other mattersinvolving the interna control over financial reporting that we have reported to
management of the College in a separate | etter dated December 5, 2003.

This report isintended solely for the information and use of the Board of Trustees, management, federal
awarding agencies, pass-through entities and the Auditor of the State of Ohio and is not intended to be
and should not be used by anyone other than those specified parties.

Dda':de € Towedie LLP

December 5, 2003

Deloitte
Touche -31-
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Deloitte & Touche LLP
Suite 2500

127 Public Square
Cleveland, Ohio 44114

Tel: 216-589-1300
Fax: 216-589-1369
www.us.deloitte.com

Deloitte
& Touche

INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE AND INTERNAL CONTROL
OVER COMPLIANCE APPLICABLE TO EACH MAJOR FEDERAL AWARD PROGRAM

Board of Trustees
Cuyahoga Community College

Compliance

We have audited the compliance of Cuyahoga Community College (the “College”) with the types

of compliance requirements described in the U.S. Office of Management and Budget (“ OMB” ) Circular
A-133 Compliance Supplement that are applicable to each of its mgjor federal programs for the year
ended June 30, 2003. The College’ s major federal programs are identified in the summary of auditors
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
isthe 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 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
Sates, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonabl e assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on amajor federal program occurred. An audit includes examining, on atest basis, evidence about the
College’'s compliance with thase requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides areasonable basis for our opinion.
Our audit does not provide alegal 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, 2003.

Internal Control Over Compliance

The management of the Collegeisresponsible 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’ sinterna control over
compliance with requirements that could have a direct and material effect on amajor federa programin
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.

Deloitte
Touche -32-
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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 weaknessis a condition in which the
design or operation of one or more of the internal control components does not reduce to arelatively 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 atimely period by employeesin the normal course of performing their assigned functions. We
noted no mattersinvolving the internal control over compliance and its operation that we consider to be
material weaknesses.

Thisreport isintended solely for the information and use of the Board of Trustees, management, federal
awarding agencies, pass-through entities and the Auditor of the State of Ohio and is not intended to be
and should not be used by anyone other than those specified parties.

M;m € Towedie LLP

December 5, 2003
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CUYAHOGA COMMUNITY COLLEGE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2003

Part |

Part Il

Part Il

Summary of Auditors’ Results

Type of Report Issued on the Financial Statements as of and for the Y ear Ended June 30,
2003—Unqudlified.

Reportable Conditionsin Internal Control Disclosed by the Audit of the Financial
Statements—N/A (none reported).

Noncompliance Noted that is Material to the Financial Statements of the College—None.

Reportable Conditionsin Internal Control Over Major Federal Award Programs Disclosed by
the Audit of the Financial Statements—N/A (none reported).

Type of Report Issued on Compliance for Mgjor Federal Award Programs—Unqualified.

The audit disclosed no audit findings required to be reported under section .510(a) of OMB
Circular A-133.

Major Federal Award Programs Identified for the Y ear Ended June 30, 2003:

»  Student Financial Aid Cluster Programs (CFDA #84.007, 84.033,
84.038, 84.063, 84.268 and 93.364)

*  Public Service Trio Cluster (CFDA #84.042, 84.044, 84.047, and 84.066)
*  Public Service WIA Cluster (CFDA #17.259 and 17.260)
Dollar Threshold Used to Distinguish Between Type A and Type B Programs—$930,313.

The College is considered to be a Low Risk Auditee as defined under OMB Circular A-133.

Financial Statement Findings

None

Federal Award Findings and Questioned Costs

None



CUYAHOGA COMMUNITY COLLEGE

STATUS OF PRIOR YEAR COMMENTS ON
INTERNAL CONTROL AND LEGAL COMPLIANCE
FOR THE YEAR ENDED JUNE 30, 2003

There were no significant or material comments on internal control and legal compliance included in the prior
year reports.

-35-






88 Fast Broad Street
P.O. Box 1140

Auditor of State Columbus, Ohio 43216-1140
Telephone  614-466-4514
Betty Montgomery P 400.282.0370

Facsimile  614-466-4490

CUYAHOGA COMMUNITY COLLEGE

CUYAHOGA 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 15, 2004
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