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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

The discussion and analysis of Lansing Community College’s financial statements provides an overview of the
College’s financial activities for the year ended June 30, 2007. Management has prepared the financial statements
and the related footnote disclosures along with the discussion and analysis. Responsibility for the accuracy and
completeness of this information rests with the College’s management.

Using this Report

The College's financial statements have been prepared in accordance with the following standards.

In June 1999, the Governmental Accounting Standards Board (GASB) released statement No. 34, Basic Financial
Statements and Management’s Discussion and Analysis for State and Local Governments. Changes in Statement
No. 34 require a comprehensive one-line look at the entity as a whole including capitalization and depreciation of
assets. In November 1999, GASB issued Statement No. 35, Basic Financial Statements and Management’s
Discussion and Analysis for Public Colleges and Universities, which applies these standards to public colleges and
universities. The State of Michigan has adopted these standards and therefore, has revised and issued the Manual
for Uniform Financial Reporting for Michigan Public Community Colleges, 2001. Subsequent GASB statements,
when applicable, have been implemented as well.

Component Unit

In May 2002, GASB released Statement No. 39, Determining Whether Certain Organizations are Component
Units. Statement No. 39 requires that separate legal entities associated with a primary government that meet certain
criteria are included with the financial statements of the Primary Reporting Unit.

In compliance with this statement, the Lansing Community College Foundation is reported as a component unit of
the College and its financial activities are presented separately from the rest of the College’s activities in the
financial statements, in separate columns headed “Component Unit”.

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



LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Financial Highlights

The College’s financial position increased slightly during the fiscal year ended June 30, 2007 with a $1.2 million
increase in total net assets. The three major categories of net assets changed somewhat, as shown in the graph
below. Although unrestricted net assets as shown here decreased by approximately $3.8 million, from $17.3 to
$13.5 million, the majority of this was used toward Capital Project activities.
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The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net Assets

One of the most important questions to ask about the College’s finances is, “Is Lansing Community College as a
whole better off or worse off as a result of the year’s activities?” The statement of net assets and the statement of
revenues, expenses, and changes in net assets report information on the College as a whole and on its activities in a
way that helps answer this question.

These two statements include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector institutions. All of the current year’s revenues and expenses are taken into
account regardless of when cash is received or paid. These statements report Lansing Community College’s net
assets and changes in them. When revenues and other support exceed expenses, the result is an increase in net
assets. When the reverse occurs, the result is a decrease in net assets. The relationship between revenues and
expenses may be thought of as Lansing Community College’s operating results.

You can think of LCC’s net assets - the difference between assets and liabilities - as one way to measure the
College’s financial health or financial position. Over time, increases or decreases in the College’s net assets are
one indicator of whether its financial health is improving or deteriorating. To assess the overall health of the
College, you will need to consider many other non-financial factors, such as the trend in college enrollment, student
retention, condition of the buildings, and strength of the faculty.
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Below is an analysis of the major components of the net assets of the College as of June 30, 2007 and 2006, with
prior year information shown to the right. The College significantly increased it’s long-term liabilities while it
slightly increased its cash and short term investment position (part of current assets) as construction was being
completed on the University Center Building and for the third floor fit out of the Health and Human Services
Building. The College also began implementation of a Banner ERP system and completed the purchase of an office
building immediately adjacent to its urban campus location. In turn, the College’s capital assets, net of depreciation,
increased significantly.

Net Assets as of June 30, 2007 and 2006 (in millions)

2007 2006
Current assets $ 343 % 27.2
Non-current assets
Capital assets, net of depreciation 166.6 154.7
Other 2.8 5.4
Total assets $ 2037 $ 1873
Current liabilities $ 172 % 17.2
Long-term liabilities 71.9 56.7
Total liabilities 89.1 73.9
Net assets
Invested in capital assets 100.9 95.9
Restricted 0.2 0.2
Unrestricted 13.5 17.3
Total net assets 114.6 1134
Total liabilities and net assets $ 2037 $ 1873

A comparison of fiscal year 2007 and 2006 operating results is provided on the following page.
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Results for the Year Ended June 30, 2007 and 2006 (in millions)

2007 2006
Operating revenues:

Tuition and fees (net of scholarship allowance) $ 279 % 27.6

Federal grants and contracts 39.7 32.8

State grants and contracts 5.4 5.6

Local grants and contracts 15 14

Sales and services of educational activities 2.3 2.7

Sales and services of auxiliary activities 2.6 25

Miscellaneous 0.3 0.1

Total operating revenue 79.7 72.7
Operating expenses:

Instruction 39.9 38.4

Information technology 5.8 7.8

Public services 18 18

Instructional support 19.1 171

Student services 45.2 38.2

Institutional administration 8.0 9.3

Operation and maintenance of plant 141 14.0

Depreciation 8.7 7.8

Total operating expenses 142.6 134.4
Net operating loss (62.9) (61.7)
Nonoperating revenues (expenses):

State appropriations 25.0 28.3

Property tax levy 39.4 38.1

Other nonoperating expenses - net (1.9 (1.5)

Net nonoperating revenues 62.5 64.9
Other revenues:

Capital grants and contracts 1.6 0.3
Net increase in net assets 1.2 3.5
Net assets - beginning of year 113.4 109.9
Net assets - end of year $ 1146 $ 1134
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Revenues

Operating revenues include all transactions that result from the sales and/or receipts of goods and services such as
tuition and fees. In addition, certain federal, state, and private grants are considered operating revenues if they are
considered a contract for services and are not for capital purposes.

Operating revenue changes were the result of the following factors:

u Tuition and fee revenue increased slightly due to increases in tuition and fee rates along with an
increase in enrollment and offset by a significant increase in scholarship support, and
ua Federal grants and contracts, which consist primarily of $36.1 million in federal financial aid,

increased approximately $6.9 million from 2006.

The following is a graphic illustration of operating revenues by source for 2007 and 2006:
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Expenses

Operating expenses are all the costs necessary to perform and conduct the programs and primary purposes of the
College. Total operating expenses are up by approximately $8.2 million. Factors that influence this increase are:
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Instructional costs increased by $1.5 million due to increases in benefits and wages.

Instructional support costs increased by $2.0 million due to increased grant support and increases in
benefits and wages.

Student Services costs increased by $7.0 million primarily due to increases in financial aid awards to
students.

The College’s depreciation expense increased by $0.9 million. This is due to accelerated depreciation
on software systems that are being replaced.

Institutional administration costs decreased by $1.3 million. This category includes expendable
restricted funds used primarily in capital expenses.

Information technology costs decreased by $2.0 million due to changes in staffing.

The following is a graphic illustration of operating expenses by category:
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Nonoperating Revenues (Expenses)

Nonoperating revenues (expenses) are all revenue sources that are mainly non-exchange in nature. They consist
primarily of state appropriations, property tax revenue, investment income (including realized and unrealized gains
and losses), and grants and contracts that do not require any services to be performed.

Changes in nonoperating revenues (expenses) were the result of the following factors:

9] A decrease of 11.6% in state appropriations representing $3.3 million.
u An increase of over 3.3% in property taxes representing $1.3 million.
u An increase in investment income due to additional investments during the year.

The graphs that follow illustrate the distribution of nonoperating revenues (expenses) by source for 2007 and 2006:
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Statement of Cash Flows

Another way to assess the financial health of a college is to look at the statement of cash flows. Its primary purpose
is to provide relevant information about the cash receipts and cash payments of an entity during a designated
period. The statement of cash flows also helps users assess the College's:

u Ability to generate future net cash flows
9] Ability to meet its obligations as they come due
u Needs for external financing

Cash flows for the year ended June 30, 2007 and 2006 (in millions)

2007 2006

Cash provided (used) by:

Operating activities $ (58.1) $ (57.3)

Noncapital financing activities 68.2 64.8

Capital and related financing activities (6.8) (24.5)

Investing activities (10.2) 21.7
Net increase (decrease) in cash (6.9) 4.7
Cash, beginning of year 7.1 2.4
Cash, end of year $ 0.2 $ 7.1

The College’s cash and cash equivalents decreased by $6.9 million during 2007 primarily due to an increase in the
use of short term investments.
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LANSING COMMUNITY COLLEGE

MANAGEMENT’S DISCUSSION AND ANALYSIS

Capital Assets and Debt Administration

Capital Assets

As of June 30, 2007, the College had $166.6 million invested in capital assets, net of accumulated depreciation of
$73.1 million. Depreciation expense totaled $8.6 million for the current fiscal year. Details of these assets for 2007

and 2006 are shown below:

2007 2006
Land $ 108 $ 100
Buildings and improvements 128.9 128.8
Equipment 9.5 12.2
Infrastructure 2.2 2.4
Construction in progress 15.2 1.3
Total $ 166.6 $ 1547

Major capital additions during the year were (in millions):

U Furniture and equipment $2.1 million
U Buildings and improvements $4.1 million
U Construction in progress $13.9 million

Planned capital expenditures for the fiscal year ending June 30, 2008 included final payments for the third floor fit
out of the Health and Human Services Building, completion of the University Center Building and completion of

the Banner ERP system installation.

Debt

At year end, the College had $75.0 million in outstanding debt including five outstanding bond issues. The 2002
bond issue will be paid off in May of 2012, the 2003 bond issue will be paid off in May of 2022, the 2005 bond
issue will be paid off in May of 2022, the 2006 bond issue will be paid off in May of 2026 and the 2007 bond issue

will be paid off in May of 2026. The table below summarizes these amounts.

2002 building & site bonds
2003 building & site bonds
2005 building & site bonds
2006 building & site bonds
2007 building & site bonds
National City note payable

2007 2006
$ 14.2 $ 16.5
16.6 18.2
22.9 23.0
9.9
9.5
1.9 2.1
$ 75.0 $ 59.8
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Economic Factors That Will Affect the Future

In fiscal year 2002, Lansing Community College received more than $32 million in state appropriations.
Since that time, Michigan community colleges have experienced a decrease in state appropriations
resulting in State appropriations for the fiscal year ended June 30, 2006 at $28.3 million. During the fiscal
year ended June 30, 2007 the state cut funding as a result of changes in tax structure and the Michigan
economy. The final state appropriation for the fiscal year ended June 30, 2007 was $25.0 million. This
included a “delay” in the final state aid payment of $2.6 million (which the state restored for next fiscal
year with an appropriations bill in September, 2007). The State offset another $1.2 million of reduction
with a one for one reduction in contribution to the MPSERS retirement fund. The State budget picture for
education appears to be flat.

The College must continue to identify other sources of revenue beyond State aid.

The College faces continued increases in benefit costs. The contribution rate to the MPSERS system was
12.17% of all wages and salaries in fiscal year 2002. For most of fiscal year 2007, it was 17.74% and
temporarily decreased as a result of state changes to 16.72% effective October 1, 2007. The College now
budgets approximately $57 million in salaries and wages (excluding student staff), so each 1% increase in
contribution rate equates to approximately $570,000 more in retirement contribution costs.

While property tax revenue to the College increased by approximately 3.3% compared to fiscal year
2006, Lansing Community College remains near the bottom of Michigan’s 28 community colleges in
terms of taxable value per Fiscal Year Equated Student (FYES) Growth in property tax revenue is
anticipated to slow.

Finally, rising energy costs affect all organizations. The College’s emphasis on energy conservation

through equipment upgrades and renewable energy sources such as the geothermal system at the new
West Campus has helped offset the significant financial impact of continually rising energy costs.

Contacting the College's Financial Management

The financial report is designed to provide our citizens, taxpayers, customers, investors and creditors with
a general overview of the College's finances and to demonstrate the College's accountability for the
money it receives. If you have questions about this report or need additional financial information,
contact the business office, Lansing Community College, P. O. Box 40010, Lansing, Michigan 48901-
7210.
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Significant accounting policies followed by Lansing Community College are described below to

enhance the usefulness of the financial statements to the reader.

B.

Accrual Basis

The financial statements have been prepared on the accrual basis of accounting, whereby revenue is
recognized when earned and expenses are recognized when the related liabilities are incurred and
certain measurement and matching criteria are met.

Cash and Cash Equivalents

Cash and cash equivalents consist of all highly liquid investments with an initial maturity of three
months or less.

Investments
Investments are recorded at fair value, based on quoted market prices.
Inventories

Inventories are valued at the lower of cost (first-in, first-out) or market. Inventories consist of
expendable supplies held for consumption and resale.

Accounts Receivable

Accounts receivable are stated at the amount management expects to collect from outstanding
balances. Management provides for probable uncollectible amounts through a provision for bad debt
expense when necessary and an adjustment to a valuation allowance based on its assessment of the
current status of individual accounts. Balances that are still outstanding after management has used
reasonable collection efforts are written off through a charge to the valuation allowance and a credit
to accounts receivable. A property tax receivable allowance of approximately $380,000 and
$620,000 has been established at June 30, 2007 and 2006, respectively. Also, a tuition receivable
allowance of approximately $1,610,000 and $2,780,000 has been established at June 30, 2007 and
2006, respectively.

Property and Equipment

Capital assets purchased or acquired are capitalized at historical cost or estimated historical cost.
Donated fixed assets are valued at their estimated fair market value on the date received.



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

G.

Property and Equipment (Concluded)

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend lives are not capitalized. Improvements are capitalized and depreciated over the remaining
useful lives of the related fixed assets.

Depreciation on all assets is provided on the straight-line basis over the estimated useful lives as
follows:

Buildings and improvements 40 years
Furniture and other equipment 5-20 years
Infrastructure 10 - 20 years

Buildings and major building improvements are depreciated using a 10% salvage value. The
College’s capitalization policy is to capitalize individual amounts exceeding $5,000.

Prepaid Expenses and Deposits

Expenses, such as insurance premiums, which are expected to be of benefit within the next fiscal year
are included in prepaid expenses. Deposits paid for equipment not yet received are included in
prepaid deposits.

Unearned Revenue

Revenues received prior to year-end that are related to the next fiscal period are recorded as unearned
revenues. Unearned revenue relates primarily to student tuition and fees on the summer semester and
student deposits. The 2007 summer semester began June 6, 2007 and ended August 1, 2007. The
2006 summer semester began June 6, 2006 and ended August 1, 2006.

Internal Service Activities

Both revenue and expenses related to internal service activities including print shops, office
equipment, maintenance, telecommunications, and institutional services have been eliminated.

Retirement Plan

Substantially all of the College's employees participate in the Michigan Public School Employees'
Retirement System or the optional defined contribution plan.



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L.

Property Taxes

Property taxes levied by the College are collected by various municipalities and periodically remitted
to the College. The taxes are levied as of July 1 and December 1 and are due upon receipt of the
billing by the taxpayer and become a lien on the first day of the levy year. The actual due dates are
September 14 and February 14, after which time the bills become delinquent and penalties and
interest may be assessed by the collecting entity. Property tax revenues are recognized when levied
to the extent that they result in current receivables. Property taxes receivable are recorded net of an
allowance for uncollectibles.

For the years ended June 30, 2007 and 2006, the College levied 3.8072 and 3.8112 mills, per $1,000
of assessed valuation for general operations.

Gifts and Pledges

Gifts are recorded when received and pledges are recorded when it is determined that the gift is
probable of collection at its net present value.

Accrued Vacation

Accrued vacation represents the accumulated liability to be paid under the College’s vacation pay
policy. Under the College’s policy, employees earn vacation time based on time of service with the
College.

Long-term Obligations

In the College’s financial statements, long-term debt and other long-term obligations are reported as
liabilities on the balance sheet. Bond premiums and discounts, as well as issuance costs and the
difference between the reacquisition price and the net carrying amount of the old debt, are deferred
and amortized over the life of the bonds using the straight-line method which approximates the
effective interest method.

State Appropriation Revenue

State appropriation revenue has been recorded in accordance with the Manual for Uniform Financial
Reporting for Michigan Public Community Colleges. For the year ended June 30, 2007, the State of
Michigan delayed state appropriation payments totaling $2,626,400. The delayed payment was paid
in October 2007 and as a result will be recorded as fiscal year 2008 revenue. Also, during fiscal year
2007 the State of Michigan provided for a credit toward future MPSERS contributions in lieu of a
state appropriation cash payment. The credit amounted to $1,244,500 and has been used to reduce
pension expenses.



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)

Q.

Unrestricted Net Assets

The College has designated the use of unrestricted net assets as follows:

2007 2006
Future capital projects $ $ 1,251,029
Auxilliary activities 1,599,785 1,540,716
Designated for on-campus activities 137,317 353,852
Designated for grant match - University Center 2,500,000
Designated for contract implementation 500,000
Encumbrances 1,217,659 1,405,338
Unrestricted and undesignated 10,578,955 9,754,562
Total unrestricted net assets $ 13,533,716 $ 17,305,497

Use of Estimates

The process of preparing basic financial statements in conformity with generally accepted accounting
principles requires the use of estimates and assumptions regarding certain types of assets, liabilities,
revenues, and expenses. Such estimates primarily relate to unsettled transactions and events as of the
date of the financial statements. Accordingly, upon settlement, actual results may differ from
estimated amounts. Significant estimates would include allowances for doubtful accounts and
estimated useful lives and salvage value of property.

Foundation Reporting

The Foundation is a private nonprofit organization that reports under Financial Accounting Standards
Board (FASB) standards, including Statement No. 117, Financial Reporting for Not-for-Profit
Organizations. As such, certain revenue recognition criteria and presentation features are different
from GASB revenue recognition criteria and presentation features. No modifications have been made
to the Foundation’s financial information in the College’s financial reporting for these differences.



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPOSITS AND INVESTMENTS

As of June 30, 2007 the College had the following investments:

Weighted
average  Standard
Fair maturity & Poor's

Investment type value (years) rating %
Fannie Mae $ 2,641,769 0.9203 AAA 53.78%
Federal Home Loan Bank 992,500 0.0675 AAA 20.20%
U.S. Treasury N/B 934,486 0.1845 AAA 19.02%
Freddie Mac 343,658 0.1430 AAA 7.00%

Total fair value $ 4,912,413 100.00%
Portfolio weighted average maturity 1.3153
1 day maturity equals .0027, one year equals 1.00
As of June 30, 2006 the College had the following investments:

Weighted
average  Standard
maturity & Poor's

Investment Type Fair value (years) Rating %
Fannie Mae $ 3,652,823  1.0446 AAA 49.41%
Federal Home Loan Bank 1,562,812 0.2170 AAA 21.14%
Freddie Mac 1,262,426  0.2439 AAA 17.07%
U.S. Treasury N/B 915,555  0.2060 AAA 12.38%

Total fair value $ 7,393,616 100.00%
Portfolio weighted average maturity

1.7115
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

Interest rate risk. Inaccordance with its investment policy, the College will minimize interest rate
risk, which is the risk that the market value of securities in the portfolio will fall due to changes in
market interest rates, by; structuring the investment portfolio so that securities mature to meet cash
requirements for ongoing operations, thereby avoiding the need to sell securities in the open market;
and, investing operating funds primarily in shorter-term securities, liquid asset funds, money market
mutual funds, or similar investment pools and limiting the average maturity in accordance with the
College’s cash requirements.

Credit risk. State law limits investments in commercial paper and corporate bonds to a prime or
better rating issued by nationally recognized statistical rating organizations (NRSROs). The College
does not allow direct investment in corporate bonds.

Concentration of credit risk. The College will minimize concentration of credit risk, which is the
risk of loss attributed to the magnitude of the College’s investment in a single issuer, by diversifying
the investment portfolio so that the impact of potential losses from any one type of security or issuer
will be minimized.

No more than $10,000,000 shall be invested in any of the following:

1. The certificates of deposit, savings accounts, or share certificates of any one financial
institution.
2. The bankers' acceptances of any one bank.

The commercial paper of any one issuer.

u Investments in commercial paper rated prime 1, certificates of deposit, savings accounts,
share certificates, or bankers' acceptances may not exceed 5% of the issuer's net worth at the
time of purchase by the College.

u Investments in commercial paper rated prime 2 may not exceed 3% of the issuer's net worth
at the time of purchase by the College.

u The investment officer will attempt to match investments with anticipated cash flow
requirements to prevent the need to sell securities before maturation.

Custodial credit risk - deposits. In the case of deposits, this is the risk that in the event of a bank
failure, the College’s deposits may not be returned to it because it was uninsured and
uncollateralized. At June 30, 2007, $14,970,445 of the College's bank balance of $15,170,445 was
exposed to the same risks. As of June 30, 2006, $8,443,193 of the College’s bank balance of
$8,643,193 was exposed to custodial credit risk. Interest bearing accounts and certificates of deposit
are included in the above totals.

11



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

Custodial credit risk - investments. For an investment, this is the risk that, in the event of the
failure of the counterparty, the College will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party

The College will minimize custodial credit risk, which is the risk of loss due to the failure of the
security issuer or backer, by; limiting investments to the types of securities allowed by law; and pre-
qualifying the financial institutions, broker/dealers, intermediaries and advisors with which the
College will do business.

Foreign currency risk. The College is not authorized to invest in investments, which have this type
of risk.

The College is authorized by Michigan Public Act 331, as amended through 1997, and by resolution
of the Board of Trustees to invest surplus monies in:

1. Bonds, bills or notes of the United States (or of an agency or instrumentality of the United
States) or obligations of this state.

2. Negotiable certificates of deposit, savings accounts, or other interest earning deposit
accounts of a financial institution. As used in this subdivision, “financial institution" means a
bank that is a member of the Federal Deposit Insurance Corporation (FDIC), a savings and
loan association that is a member of the Federal Savings and Loan Insurance Corporation
(FSLIC), or a credit union whose deposits are insured by the National Credit Union
Administration that have their principal office or a branch office in Michigan and which
otherwise meets the requirement imposed by law.

3. Bankers' acceptances that are issued by a bank that is a member of the Federal Deposit
Insurance Corporation.

4. Commercial paper that is supported by an irrevocable letter of credit issued by a bank that is
a member of the Federal Deposit Insurance Corporation.

5. Commercial paper of corporation rated prime by at least one of the standard rating services.
6. Mutual funds, trusts or investment pools composed entirely of instruments that are eligible
collateral.

12



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPOSITS AND INVESTMENTS (Continued)

7. Repurchase agreements against eligible collateral of the type specified in subsection (1)
hereof; the market value of which must be maintained during the life of the agreements at
levels equal to or greater than the amounts advanced. An undivided interest in the
instruments pledged for these agreements must be granted to the College and the securities
held by an independent custodial bank for the College without any right of set off. The
repurchase agreement may allow for the substitution of collateral but shall not otherwise
allow for the pledging or transfer of such collateral.

8. Investment pools, as authorized by the surplus funds investment pool act, 1982 PA 367,
MCL 129.111 to 129.118, composed entirely of instruments that are legal for direct
investment by a community college.

Deposit and investment amounts previously reported in Note 2 are as follows:

2007 2006
Deposits $ 15,283,222 $ 8,643,193
Investments 4,912,413 7,393,616

$ 20,195,635 $ 16,036,809

The above amounts are reported in the financial statements as follows:

2007 2006
Cash and cash equivalents $ 222,407 $ 7,150,864
Short-term investments, including money market funds 18,035,439 4,076,958
Long-term investments 1,937,789 4,808,987

$ 20,195,635 $ 16,036,809

13



LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 2 - DEPOSITS AND INVESTMENTS (Concluded)

The carrying amount of deposits for the Foundation, a discretely presented component unit, was
$73,369 and $665,553 and the bank balance was $73,369 and $665,553 at June 30, 2007 and 2006,
respectively. Regarding bank balances, a limit of $100,000 can be covered by federal depository insurance
per financial institution. For the year ended June 30, 2006, the remaining balance of $565,553 was uninsured
and uncollateralized.

The Foundation is not subject to Michigan Public Act 331 and therefore invests primarily in equities
and bonds in accordance with the Foundation’s investment policies.

The Foundations' investments at fair value at June 30 are categorized as follows:

2007 2006
Pooled funds investment trust $ 1,181,737 $ 391,434
Pooled equity funds 5,236,437 4,584,635
Pooled funds U.S. securities 3,714,795 3,339,382
Total $ 10,132,969 $ 8,315,451
Short-term investments $ 5157411 $ 3,602,217
Long-term investments 4,975,558 4,713,234

$ 10,132,969 $ 8,315451
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LANSING COMMUNITY COLLEGE

NOTES TO FINANCIAL STATEMENTS

NOTE 3 - PROPERTY AND EQUIPMENT

Capital assets activity for the years ended June 30, 2007 and 2006 follows:

Capital assets:

Assets not being depreciated:
Land
Construction in progress

Total non-depreciable capital assets

Depreciable capital assets:
Buildings and improvements
Furniture and equipment
Infrastructure

Total depreciable capital assets

Total capital assets

Accumulated depreciation:
Buildings and improvements
Furniture and equipment
Infrastructure

Subtotal

Capital assets, net

Capital assets:

Assets not being depreciated:
Land
Construction in progress

Total non-depreciable capital assets

Depreciable capital assets:
Buildings and improvements
Furniture and equipment
Infrastructure

Total depreciable capital assets

Total capital assets

Accumulated depreciation:
Buildings and improvements
Furniture and equipment
Infrastructure

Subtotal

Capital assets, net

Deletions/

2006 Additions reclassifications 2007
$ 10,049,790 $ 754988 $ $ 10,804,778
1,326,431 13,910,017 15,236,448
11,376,221 14,665,005 26,041,226
158,558,164 4,077,785 345,206 162,290,743
46,070,940 2,127,036 17,291 48,180,685
3,204,561 3,204,561
207,833,665 6,204,821 362,497 213,675,989
219,209,886 20,869,826 362,497 239,717,215
29,720,869 3,589,276 33,310,145
33,901,067 4,900,506 53,122 38,748,453
847,451 188,494 1,035,945
64,469,387 $ 8,678,276 $ 53,122 73,094,543
$ 154,740,499 $ 166,622,672

Deletions/

2005 Additions reclassifications 2006
$ 9849,790 $ 200,000 $ $ 10,049,790
24,953,924 18,928,997 42,556,490 1,326,431
34,803,714 19,128,997 42,556,490 11,376,221
119,739,634 40,878,353 2,059,823 158,558,164
44,239,789 1,843,147 11,996 46,070,940
3,204,561 3,204,561
167,183,984 42,721,500 2,071,819 207,833,665
201,987,698 61,850,497 44,628,309 219,209,886
28,087,129 2,995,154 1,361,414 29,720,869
29,440,093 4,613,841 152,867 33,901,067
658,957 188,494 847,451
58,186,179 $ 7,797,489 $ 1,514,281 64,469,387

_8 143801519

$ 154,740,499
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 4 - UNEARNED REVENUE

Unearned revenue at June 30 consists of the following:

2007 2006
Student tuition and fees $ 2446982 $ 1,688,261
Restricted grants 716,725 865,413
Student deposits 36,584 74,554
Total $ 3,200,291 $ 2,628,228

NOTE 5 - LONG-TERM LIABILITIES

Long-term liability activity for the year ended June 30, 2007 was as follows:

Beginning Ending Due within
balance Additions Reductions balance one year
Bonds payable $ 57,670,356 $ 19,370,000 $ 3,940,825 $ 73,099,531 $ 3,990,000
Note payable 2,165,748 226,539 1,939,209 234,947
Accrued vacation 1,059,422 181,150 1,240,572 142,301
Total long-term
liabilities $ 60,895526 $ 19,551,150 $ 4,167,364 $ 76,279,312 $ 4,367,248

Long-term liability activity for the year ended June 30, 2006 was as follows:

Beginning Due within
balance Additions Reductions  Ending balance one year
Bonds payable $ 61,279,754  $ $ 3,609,398 $ 57,670,356 $ 3,790,000
Note payable 2,384,179 218,431 2,165,748 226,540
Accrued vacation 977,605 81,817 1,059,422 230,571
Total long-term
liabilities $ 64641538 $ 81,817 $ 3,827,829 $ 60,895526 $ 4,247,111
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - LONG-TERM DEBT (Continued)

The following is a summary of long-term obligations for the College for the years ended June 30:

2007 2006
2002 building and site bonds due in installments of
$2,275,000 to $3,150,000 through May 1, 2012 plus interest
at 3.5% to 5.0%. $ 14,200,000 $ 16,475,000
2003 building and site and refunding bonds due in
installments of $690,000 to $1,545,000 through May 1, 2022
plus interest at 2.0% to 5.0%. 16,675,000 18,190,000
2005 building and site and refunding bonds due in
installments of $275,000 to $3,990,000 through May 1, 2022
plus interest at 3.5% to 5.0%. 21,740,000 21,740,000
2006 general obligation limited tax bonds due in installments
of $325,000 to $875,000 through May 1, 2026 plus interest at
3.7% to 3.9%. 9,900,000
2007 general obligation limited tax bonds due in installments
of $230,000 to $900,000 through May 1, 2026 plus interest at
4.25%. 9,470,000
Plus: premium on bond refunding 2,562,088 2,754,562
Less: discount on bonds (51,426)
Less: deferred loss on bond refunding (1,396,131) (1,489,206)
Total bonded debt 73,099,531 57,670,356
Note payable - bank with monthly payments of $25,152 with
interest at 3.65%, maturing October 2014. 1,939,209 2,165,748
Accrued vacation 1,240,572 1,059,422
Total long-term liabilities $ 76,279,312 $ 60,895,526
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 5 - LONG-TERM DEBT (Continued)

Current maturities are as follows:

Fiscal year ending

June 30, Principal Interest Total
2008 $ 4,224,947 $ 3,346,986 $ 7,571,933
2009 4,463,665 3,138,790 7,602,455
2010 4,672,712 2,947,541 7,620,253
2011 4,912,090 2,735,890 7,647,980
2012 5,111,820 2,539,987 7,651,807
2013 - 2017 28,398,975 8,948,479 37,347,454
2018 - 2022 15,390,000 3,471,149 18,861,149
2023 - 2026 6,750,000 700,257 7,450,257
73,924,209 27,829,079 101,753,288
Premium on refunding 2,562,088 2,562,088
Discount on bonds (51,426) (51,426)
Loss on refunding (1,396,131) (1,396,131)
Accrued vacation 1,240,572 1,240,572
Total $ 76,279,312 $ 27,829,079 $ 104,108,391

Interest is payable semi-annually at rates ranging from 2.0% to 5.0%. The principal and interest are
generally payable from the College’s non operating revenues. Certain bonds are callable at par and accrued
interest plus a premium. Total interest charged to expense for the years ended June 30, 2007 and 2006 was
$2,888,177 and $2,517,177, respectively. Interest expense was reduced by interest capitalized in relation to
various construction projects in the amounts of $86,223 and $215,606 for the years ended June 30, 2007 and
2006.

The College has defeased certain general obligation bonds by placing the proceeds of new bonds in
an irrevocable trust to provide for all future debt service payments on the old bonds. Accordingly, the trust
account assets and the liability for the defeased bonds are not included in the College’s financial statements.
At June 30, 2007 and 2006, $19,470,000 and $20,430,000 of bonds outstanding were considered defeased.
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN

Plan Description - The College contributes to the statewide Michigan Public School Employees’
Retirement System (MPSERS), a cost sharing multiple-employer state-wide defined benefit public employee
retirement plan governed by the State of Michigan. The MPSERS provides retirement survivor and disability
benefits and postretirement benefits for health, dental and vision for substantially all employees of the
College. The MPSERS was established by Public Act 136 of 1945 and operated under the provisions of
Public Act 300 of 1980, as amended. The MPSERS issues a publicly available financial report that includes
financial statements and required supplementary information for MPSERS. That report may be obtained by
writing to Michigan Public School Employees Retirement System, P.O. Box 30171, Lansing, Michigan
48909-7671 or by calling (800) 381-5111.

Funding Policy - Member Investment Plan (MIP) members enrolled in MIP prior to January 1, 1990
contribute a permanently fixed rate of 3.9% of gross wages. The MIP contribution rate was 4.0% from
January 1, 1987, the effective date of the MIP, until January 1, 1990 when it was reduced to 3.9%. Members
first hired January 1, 1990 or later and returning members who did not work between January 1, 1987 through
December 31, 1989 contribute at the following graduated permanently fixed contribution rate: 3% of the first
$5,000; 3.6% of $5,001 through $15,000; 4.3% of all wages over $15,000.

Basic Plan members make no contributions. For a limited period ending December 31, 1992, an
active Basic Plan member could enroll in the MIP by paying the contributions that would have been made had
enrollment occurred initially on January 1, 1987 or on the date of hire, plus interest. MIP contributions at the
rate of 3.9% of gross wages begin at enrollment. Actuarial rate interest is posted to member accounts on July
1st on all MIP monies on deposit for 12 months. If a member leaves MPSERS service and no pension is
payable, the member's accumulated contribution plus interest, if any, are refundable.

The College is required to contribute the full actuarial funding contribution amount to fund pension
benefits, plus an additional amount to fund retiree health care benefit amounts on a cash disbursement basis.
The rate for the year ended June 30, 2007 was 16.34% through September 30, 2006 and increased to 17.74%
effective October 1, 2006 through June 30, 2007. The rate for the year ended June 30, 2006 was 14.87% of
payroll through September 30, 2005 and 16.34% effective October 1, 2005 through June 30, 2006. The
contribution requirements of plan members and the College are established and may be amended by the
MPSERS Board of Trustees. The College contributions to MPSERS for the year ended June 30, 2007, 2006
and 2005 were $8,051,800, $7,550,611 and $6,348,481, respectively, equal to the required contribution for
each year.

As discussed in Note 1, during 2007 the State of Michigan provided for a credit toward future

MPSERS contributions in lieu of a state appropriation cash payment. The MPSERS credit amounted to
$1,244,500.
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 6 - EMPLOYEE RETIREMENT SYSTEM - DEFINED BENEFIT PLAN (Concluded)

Other Post-employment Benefits - Retirees have the option of health coverage, which is funded on a
cash disbursement basis by the employers. The System has contracted to provide the comprehensive group
medical, hearing, dental and vision coverages for retirees and beneficiaries. A significant portion of the
premiums is paid by the System with the balance deducted from the monthly pension.

The College is not responsible for the payment of retirement benefits and post-employment benefits
which is the responsibility of the State of Michigan.

NOTE 7 - OPTIONAL RETIREMENT PROGRAM - DEFINED CONTRIBUTION PLAN

Plan Description - The College has adopted the Lansing Community College Optional Retirement
Plan (ORP) under Code Section 403(A). This defined contribution plan is administered by the College and
provides retirement benefits to participants. The ORP was established Pursuant to Public Act No. 296 of
1994 and permits full-time faculty and administrative staff of the College to elect an optional retirement plan
in lieu of coverage under the Michigan Public Schools Retirement System (“MPSERS?”).

Funding Policy - The contribution requirements of plan members and the College are established by
the plan document as 4.3% and 12.0% of MPSERS compensation, respectively. Institutional plan
contributions will only be made for participants who have authorized the required participant plan
contribution. Participant contributions are fully vested and non-forfeitable when made. Institutional
contributions vest after 2 years of continuous full-time service as interpreted under MPSERS guidelines. The
participant and College contributions to ORP for the year ended June 30, 2007 were $263,838 and $717,738
and for June 30, 2006 were $265,813 and $732,886 and for June 30, 2005 were $254,580 and $695,358,
respectively.

NOTE 8 - RISK MANAGEMENT

The College is exposed to various risks of loss related to property loss, errors and omissions,
employee injuries (workers’ compensation), as well as medical benefits provided to employees. The College
participates in the Middle Cities Risk Management Pool for claims relating to auto, property, and liability; the
College is separately insured for medical benefits provided to employees’ claims.

The Middle Cities Risk Management Pool program operates as a claims servicing pool for amounts
up to member retention limits, and operates as a common risk-sharing management program for losses in
excess of member retention amounts. Although premiums are paid annually to the Pool, which the Pool uses
to pay claims up to the retention limits, the ultimate liability for those claims remains with the College. The
College has purchased reinsurance should any claims exceed the retention limits. The College has not been
notified of any special assessments being required.
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LANSING COMMUNITY COLLEGE
NOTES TO FINANCIAL STATEMENTS

NOTE 9 - COMMITMENTS, CONTINGENCIES AND CAPITAL OUTLAY

The College has numerous construction, renovation, capital improvement projects and a management
information system implementation project in process at June 30, 2007. Total future commitments related to
these projects approximate $8,500,000 at June 30, 2007.

The College has committed $6,000,000 in matching funds towards the completion of an $11,000,000
building program to be completed by January 2008. The State of Michigan has committed to funding
$5,000,000 (the remaining 45%) of the project. At June 30, 2007, the College has incurred expenses of
approximately $7,600,000; accordingly a receivable and revenue of approximately $1,600,000 has been
recorded from the State of Michigan. This building will be used as collateral until the State of Michigan pays
off their portion of the related debt. The total remaining State commitment is approximately $3,400,000.
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