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October 7, 2013

Members of the Board of Trustees, and
Citizens of Lansing Community College District

The Comprehensive Annual Financial Report (CAFR) of Lansing Community College for the fiscal year
ended June 30, 2013, is hereby submitted. Responsibility for both the accuracy of the data and the
completeness and fairness of the presentation, including all disclosures, rests with the College. To the
best of our knowledge and belief, the enclosed data is accurate in all material respects and is reported
in a manner designed to present fairly the net position and changes in net position of the College. All
disclosures necessary to enable the reader to gain an understanding of the College’s financial activities
in relation to its mission have been included.

Rehmann Robson, Certified Public Accountants, have issued an unmodified (clean) opinion on Lansing
Community College’s financial statements for the year ended June 30, 2013. The independent auditors’
report is located at the front of the financial section of the report.

The Management Discussion and Analysis (MD&A) immediately follows the independent auditors’ report
and provides a narrative introduction, overview, and analysis of the basic financial statements. The
MDE&A complements this letter of transmittal and should be read in conjunction with it.

We strive for fiscally responsible planning for our immediate and future needs. As the financial
operations shows in the recent CAFR, we continue to exercise fiscal prudence, to maintain a healthy
financial condition and to protect tax dollars in the use of available resources while maintaining our
commitment to academic excellence.

In March 2013 the College adopted a new Strategic Plan, Learn Forward, which will set the institution’s
direction for the next three fiscal years. This plan will be integrated into the College’s planning and
budgeting processes to support student success and institutional growth.

The College has a capital plan which is dynamic and is updated on a regular basis to reflect the most
recent assessment of all projects required that will address the evolving academic programs and
services needed. During the fiscal year ending June 30, 2013 the College embarked upon a $67 million
capital program funded by bond proceeds, internally designated funds, externally raised fund and a
State of Michigan Capital outlay appropriation. This broad initiative will transform facilities for
teaching and learning on campus for decades to come.

We have remained flexible in these most challenging economic times to provide services efficiently
while maintaining our commitment to students. We are encouraged by the continued dedication of our
faculty, administrators, staff and the Board of Trustees to make Lansing Community College an
excellent place of higher education. Lansing Community College ~ “Where Success Begins.”



PROFILE OF THE COLLEGE

Lansing Community College is a major urban community college, situated on 32 acres, in a nine-city
block area in downtown Lansing, Michigan. Founded in 1957, Lansing Community College is now the
third largest community college in the state of Michigan. The College currently enrolls more than
20,000 students each year, and has over 500 full-time and over 1,800 part-time staff and faculty. The
College offers classes year-round, in a three-semester curriculum. The College offers more than 280
degree and certificate programs and nearly 2,000 courses, to match career and workforce development
pursuits, transfer curricula, developmental, or special interest needs. Courses are offered in one of
three academic divisions; Arts and Sciences; Health and Human Services; and Technical Careers. In
addition, the Extended Learning and Professional Studies division provides community and continuing
education and includes the College’s Business & Community Institute (BCl) that provides customized
training directly to regional businesses and manufacturers.

In addition to the main campus, the College operates a West Campus that is home to the Michigan
Technical Education Center (M-TEC) in Delta Township, the East Campus in East Lansing, the Livingston
Center at Parker Campus in Howell, the Clinton County Center in St. Johns, and an Aviation
Maintenance Center at Mason- Jewett Airport in Mason. In addition, there are learning centers in more
than 20 communities within the College's 30-mile service district. Lansing Community College was the
first Michigan community college to offer a complete associates degree online and now offers over 640
online/hybrid sections per semester, or approximately 26% of all course offerings.

LCC is accredited by the Higher Learning Commission of the North Central Association of Colleges and
Schools, and serves over 40,000 people annually.

The following table illustrates enrollments over the last five years:

FALL
2008 2009 2010 2011 2012
Enrollment
College (unduplicated head count) 20,394 20,057 22,014 20,640 19,082
Full-time Equivalents 10,936 12,535 13,524 10,793 11,147
Total Credit Hours 173,841 188,815 209,621 186,354 174,369

FINANCIAL PLANNING

In-District tuition was increased by $2 per billing hour for Fiscal Year 2013. Tuition had remained
constant for Fiscal Years 2009 and 2010, and increased by $3 per billing hour in Fiscal Years 2011 and
2012. LCC’s leadership remained firm in their stance to keep tuition rates low. With tuition and fees
accounting for 42% of the revenue mix and few viable options available to diversify revenue sources,
the college finds itself at the intersection of changing student demand, increasing costs, and
decreasing revenue.

As the least expensive post-secondary education option in a community facing a difficult economic
situation, LCC is well positioned to attract a diverse group of students. High potential targets include
those who are looking for a less-expensive post-secondary education option, those who have recently
lost their job and are looking to retool their skill set in order to be productive in what may potentially
be a more service-oriented and higher-skill-based economy, and those looking to further their
education in order to remain competitive in the job market. Additionally, as the price of four-year
institutions continues to rise and cost becomes a preeminent concern, LCC’s value proposition to
graduating high school students improve. This value is aided by the numerous transfer agreements LCC
maintains with four-year institutions in the state of Michigan as well as the success of the College’s
University Center.



At the start of the College’s FY 2013 budget planning, College financial staff projected an initial gap of
more than $4.5 million between projected revenues and expenditures. This $4.5 million deficit
assumed College programs and services would remain at FY 2012 levels with the exception of additional
funding deemed necessary to target student success and planned capital improvements. This also
assumed that tuition rates would remain flat. The College engaged in a rigorous review of all programs
and services and closed the $4.5 million gap using criteria that prioritized funding for activities that
had a direct impact on workforce development, educational quality or those that would produce more
revenue than expense. Finally the remaining gap was closed with a conservative tuition rate increase of
2.5% for students.

As the financial report shows, we continue to exercise fiscal prudence, to maintain a healthy financial
condition and to protect the tax dollars in the use of available resources to continue our commitment
to academic excellence. The Lansing State Journal printed “The College has demonstrated restraint
while coping with the same intense financial pressures facing every educational institution in the
state.”

STRATEGIC FOCUS

On March 18, 2013, the Board of Trustees adopted a strategic plan titled Learn Forward for 2013
through 2016. Development of the plan began in 2011 with an assessment of the College’s strategic
challenges and priorities and included numerous conversations with community and campus
stakeholders.

Six areas of strategic focus emerged from the process:

Competitiveness and Innovation

Lansing Community College demonstrates its status as a college of choice by delivering superior value,
by continuously improving and innovating, and by forecasting and responding to growth opportunities
and competitive challenges.

Learning
Lansing Community College is an exemplary institution where student achievement and success are
realized through relevant and rigorous curricula across all areas of teaching and learning.

Student Success
Lansing Community College provides excellent student support services that facilitate retention, goal
completion, engagement, and success.

Community Engagement
Lansing Community College builds and enhances mutually beneficial relationships with community
partners.

Leadership, Culture, and Communication
Lansing Community College is an organization in which personal responsibility, trust, respect for
others, openness, and excellent customer service are core values. All employees model the values of
integrity, honesty, transparency, accountability, and good stewardship. The College affirms its
commitment to participatory governance.

Resource Management and Fiscal Responsibility

Lansing Community College engages in planning activities that support its ability to make data-
informed and transparent decisions within a participatory framework at all levels to ensure the health
and sustainability of the institution over the long term.



LOCAL ECONOMY

Michigan's economy spent the 2000-2010 period in recession, largely driven by the same fundamental
restructuring that affected manufacturing globally. Manufacturing has experienced a significant surge
in productivity, driven by competition in the economy. For Michigan, the effect of productivity
improvements was substantial, particularly given that there was more room for improvement in the
durable goods and motor vehicle manufacturing sectors than many other sectors, that Michigan was,
and remains, very disproportionately concentrated in motor vehicle manufacturing and that the motor
vehicle industries have become one of the most competitive sectors of the economy. For Michigan,
those factors were complicated as General Motors, Ford, and Chrysler lost market share over the last
decade, leaving Michigan to lose employment from both productivity and reduced demand. The impact
on the Michigan economy was exacerbated by the rapid and drastic decline in automobile sales in late
2008 and during 2009, reflecting national collapses in sectors such as construction, real estate, and
finance.

However, the drag from the manufacturing sector on Michigan's economy appears to have bottomed out
and the recovery in vehicle sales nationally has helped Michigan's economic situation. Manufacturing
employment in Michigan rose by 87,900 jobs (20.0%) between June 2009, when the U.S. recession
ended, and January 2012.

Source: MICHIGAN'S ECONOMIC OUTLOOK AND BUDGET REVIEW - FY 2012-13, FY2013-14, and FY2014-15
May 13, 2013 Senate Fiscal Agency, State of Michigan

Forecast Summary

In 2013, the Michigan economy will grow more slowly than in 2012, resulting in slower revenue growth.
Inflation-adjusted personal income is estimated to grow 0.6% in 2013 and 1.9% in 2014, and 1.8% in
2015, after rising 1.4% in 2012. Wage and salary employment is predicted to continue growing,
increasing 1.2% during 2013, 0.8% in 2014 and 0.5% in 2015. The 1.9% increase in wage and salary
employment during 2011 was the first annual expansion since 2000. Michigan’s unemployment rate is
expected to fall from 8.1% in 2012 to 7.6% in 2013.

Inflation is not anticipated to be a concern over the forecast period, despite the assumption of high
(but only slowly increasing) energy prices and decline in the value of the dollar over the forecast
period. Productivity, weak domestic consumer demand, and substantial weakness in the labor market
will help keep labor costs low, with unit labor costs expected to increase 0.7% in 2013, before rising
only 1.3% in 2014 and 1.8% in 2015.

Source: MICHIGAN'S ECONOMIC OUTLOOK AND BUDGET REVIEW - FY 2012-13, FY2013-14, and FY2014-15
May 13, 2013 Senate Fiscal Agency, State of Michigan

FINANCIAL INFORMATION
Internal Controls

Management of the College is responsible for establishing and maintaining internal controls designed to
protect the assets of the College, prevent loss from theft or misuse and to provide that adequate
accounting data are compiled to allow for the preparation of financial statements in conformity with
accounting principles generally accepted in the United States of America. The internal controls are
designed to provide a reasonable, but not absolute, assurance that these objectives are met. The
concept of reasonable assurance recognizes that: (1) the cost of a control should not exceed the
benefits likely to be derived; and (2) the valuation of costs and benefits requires estimates and
judgments by management. As demonstrated by the statements and schedules included in the financial
section of this report, the College continues to meet its responsibility for sound financial management.



Property Taxes

The following table illustrates the College’s property tax levy rates over the most recent three years
for which data is available.

Levy Rates (Per $1000 of taxable valuation):

Fund Type 2013 2012 2011 State Avg. (2012)
Total Levy $3.8072 $3.8072 $3.8072 $2.454

PROSPECTS FOR THE FUTURE

Compared with the January 11, 2013, Consensus Economic Forecast, both the U.S. and Michigan
forecasts are slightly weaker in both 2013 and 2014. Weak employment growth, weak income growth,
and slowdowns in overseas economies will temper the pace of the U.S. and Michigan recoveries during
the forecast period. Improved vehicle sales and stronger profitability in Michigan’s vehicle sector will
provide stability to the Michigan employment situation as the government sector contracts.

Source: MICHIGAN'S ECONOMIC OUTLOOK AND BUDGET REVIEW - FY 2012-13, FY2013-14, and FY2014-15
May 13, 2013 Senate Fiscal Agency, State of Michigan

FY 2013-14 Revised Revenue Estimate - State-wide

e General Fund/General Purpose (“GF/GP”) and School Aid Fund (“SAF”) revenue will total an
estimated $20.9 billion in FY 2013-14. This revised estimate for FY 2013-14 is up 2.3% from
FY2012-13 and $243.4 million above the January 2013 consensus estimate.

e GF/GP revenue will total an estimated $9.5 billion, an increase of 2.6% from FY2012-13, while
SAF revenue will rise to an estimated $11.5 billion, a 2.2% increase.

FY 2014-15 Initial Revenue Estimate - State-wide

e In FY 2014-15, GF/GP and SAF revenue will total an estimated $21.6 billion. This revised
estimate for FY 2014-15 is 3.1% higher than the revised estimate for FY 2013-14.

e GF/GP revenue will total an estimated $9.8 billion, an increase of 3.2% from FY 2013-14, while
SAF revenue will rise to an estimated $11.8 billion, a 3.0% increase.

Source: MICHIGAN'S ECONOMIC OUTLOOK AND BUDGET REVIEW - FY 2012-13, FY2013-14, and FY2014-15
May 13, 2013 Senate Fiscal Agency, State of Michigan

CAPITAL PROJECTS

In July, 2012, the Lansing Community College Board of Trustees approved a forward-thinking set of
renovation projects that will transform teaching and learning on campus for the next several decades.
It is a sweeping vision grounded in the practical needs of our students — one that will enable them to
pursue their educational and professional goals in settings that have been purposefully designed to help
them perform at their best and to succeed.



These projects will fundamentally change the student experience by creating a variety of dynamic and
adaptable teaching, learning, and support environments. They include:

e Technology-rich learning spaces and infrastructure

e Student-centered commons areas that encourage learning beyond the classroom

e Inviting environments for attracting and retaining students and enhancing campus-community
connections

Together, these projects position LCC as a national leader in community college education, linking best
practices in teaching and learning to the needs of Michigan employers and the expectations of
baccalaureate-granting colleges and universities. In our transfer and career programs, as well as in our
partnerships with K-12 schools in mid-Michigan, the College is committed to providing students with a
superior learning environment that effectively prepares them to participate in the knowledge
economy.

Multiple funding strategies were used. The State of Michigan Capital Outlay appropriation will fund
$9.975 million of the Arts & Sciences Building renovation. The College has accumulated $11.4 million
for these projects. The College received $1.3 million from LCC Foundation capital funds, and the
remainder will be financed with net proceeds of a bond issuance of approximately $44.3 million
dollars, net of the cost of issuance.

OTHER INFORMATION
Awards

The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to Lansing Community College for its
comprehensive annual financial report for the fiscal year ended June 30, 2012. In order to be awarded
a Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principles and applicable legal requirements. A Certificate of Achievement is valid for a period of one
year only. We believe that our current comprehensive annual financial report continues to meet the
Certificate of Achievement Program’s requirements and we are submitting it to the GFOA to determine
its eligibility for another certificate.

LCC has received the Distinguished Budget Presentation Award from the GFOA for the 2012/2013 fiscal
year. In order to receive this award, a governmental unit must publish a budget document that meets
program criteria as a policy document, as an operations guide, as a financial plan, and as a
communications device. A copy of this award can be viewed on the College’s website at
http://www.lcc.edu/finservices/BudgetPresentation_2013.pdf.

LCC has received the Award for Outstanding Achievement in Popular Annual Financial Reporting from
the GFOA for the fiscal year ended June 30, 2012. The GFOA established the Popular Annual Financial
Reporting Awards Program to encourage and assist state and local governments to extract information
from their comprehensive annual financial report to produce high quality popular annual financial
reports specifically designed to be readily accessible and easily understandable to the general public
and other interested parties without a background in public finance and then to recognize individual
governments that are successful in achieving that goal. A copy of this award can be viewed on the
College’s website at http://www.lcc.edu/finservices/Annual-Report-2012-web.pdf.



LCC’s Purchasing Department is the recipient of the 17th Annual Achievement of Excellence in
Procurement (AEP) Award. Lansing Community College has received the award for ten consecutive
years and is one of only four government agencies in Michigan to receive the national award. The
award is designed to recognize organizational excellence in procurement through efficient and
effective practices within an organization’s procurement policies and processes. It acknowledges
measures in innovation, professionalism, e-procurement, productivity and leadership attributes of the
procurement function.

Independent Audit

State statutes require an annual audit by independent certified public accountants. The accounting
firm of Rehmann Robson was selected by the College’s Board of Trustees. The auditors’ report on the
financial statements and schedules is included in the financial section of this report.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities and the discretely presented component unit of Lansing
Community College as of June 30, 2013 and 2012, and the respective results of their operations and cash
flows, where applicable, for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 13 through 26 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Additional Information

Our audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the College’s basic financial statements. The additional information identified in the introduction
and statistical and special reports sections in the table of contents is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has not been
subjected to the auditing procedures applied in our audits of the financial statements and, accordingly, we
do not express an opinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued under separate cover our report
dated October 7, 2013 on our consideration of Lansing Community College’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Lansing Community
College’s internal control over financial reporting and compliance.

@W%LM LLC
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LANSING COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEARS ENDED JUNE 30, 2013 AND 2012

The discussion and analysis of Lansing Community College’s financial statements provides an overview of the
College’s financial activities for the years ended June 30, 2013 and 2012. Management has prepared the fiscal
2013 and 2012 financial statements and the related footnote disclosures along with the discussion and analysis.
Responsibility for the completeness and fairness 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

GASB Statement No. 61, The Financial Reporting Entity: Omnibus, an amendment of GASB Statements No. 14
and No. 34, 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
Statements of Net Position and Revenues, Expenses and Changes in Net Position, 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.

Financial Highlights

The College’s financial position improved during the fiscal year ended June 30, 2013, with a $5.4 million
increase in total net position. The three major categories of net position changed somewhat, as shown in the
graph below. While total net position increased by $5.4 million, restricted net position declined by $.2 million
due to assets being released from restriction. Unrestricted net position as shown here increased by
approximately $5.3 million, from $37.4 to $42.7 million as a result of the increase in net position from current
year operations, and there was a $.3 million increase in net position invested in capital assets from $104.2
million to $104.5 million.

13



The College’s net position improved during the fiscal year ended June 30, 2012, with a $3.8 million increase in
total net position. The three major categories of net position changed somewhat, as shown in the graph below.
While total net position increased by $3.8 million, unrestricted net position as shown here increased by
approximately $2.2 million, from $35.2 to $37.4 million as a result of the increase in net position from current
year operations and there was a $1.6 million increase in net position invested in capital assets from $102.6
million to $104.2 million. The increase in unrestricted net position is attributed to staff vacancies and reduced
services and supplies expenditures.

Total Net Position

W FY 2013

W FY 2012

Invested in T e
capital Unrestricted el FY 2011
Restricted

Statements of Net Position and Revenues, Expenses, and Changes in Net Position

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 statements of net position and revenues,
expenses, and changes in net position 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, and all deferred outflows and inflows of resources. 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 position and changes in them. When revenues and
other support exceed expenses, the result is an increase in net position. When the reverse occurs, the result is a
decrease in net position. The relationship between revenues and expenses may be thought of as Lansing
Community College’s operating results.

One can think of LCC’s net position - the difference between assets plus deferred outflows less liabilities and
deferred inflows - as one way to measure the College’s financial health or net position. Over time, increases or
decreases in the College’s net position 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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Net Position (in millions) as of June 30

Increase Increase
(Decrease) (Decrease)
2013 2012 2013-2012 2011 2012-2011
Current assets S 51.6 S 45.7 S 5.9 S 36.8 S 8.9
Non-current assets
Capital assets, net of depreciation 171.0 155.4 15.6 157.4 (2.0)
Other 35.4 7.6 27.8 15.8 8.2)
Total non-current assets 206.4 163.0 43.4 173.2 (10.2)
Total assets 258.0 208.7 49.3 210.0 (1.3)
Deferred outflows of resources 1.5 0.9 0.6 1.0 0.1)
Current liabilities 25.4 20.9 4.5 20.6 0.3
Long-term liabilities 86.9 46.9 40.0 52.4 (5.5)
Total liabilities 112.3 67.8 44.5 73.0 (5.2)
Net position
Net investment in capital assets 104.5 104.2 0.3 102.6 1.6
Restricted - 0.2 0.2) 0.2
Unrestricted 42.7 37.4 5.3 35.2 2.2
Total net position $ 147.2 $141.8 ) 5.4 $ 138.0 ) 3.8

Fiscal Year 2013 Compared to 2012

The College increased its current assets by $5.9 million primarily due to the increase in net position
and an adjustment to appropriations receivable for the MPSERS UAAL rate stabilization in the amount
of $1.1 million. The College net position increased by $5.4 million. This is attributed to various
operational efficiencies and a Foundation donation for capital activities. The College’s capital assets,
net of depreciation increased due to significant Construction in Progress related to major campus
renovations. Other assets increased due to reinvestment into long-term investments because of
favorable rates, and unspent proceeds from the 2012 bond issue.

Fiscal Year 2012 Compared to 2011

The College increased its current assets by $8.9 million primarily due to shortening investment
maturities. The College net position increased by $3.8 million. This is attributed to various operational
efficiencies, and a $1.0 million unused contingency budget in the General Fund. The College’s capital
assets, net of depreciation decreased as depreciation and disposals exceeded asset additions by $2.0
million. Other assets decreased due to shortening of investment maturities. Long-term liabilities
decreased as a result of debt payments.
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Operating Results (in millions) for the Years Ended June 30

Increase Increase
(Decrease) (Decrease)
2013 2012 2013-2012 2011 2012-2011
Operating revenues:

Tuition and fees (net of scholarship allowances) S 29.4 S 29.0 S 0.4 S 29.6 S (0.6)

Federal grants and contracts 4.2 4.6 (0.4) 4.9 (0.3)

State grants and contracts 1.4 1.2 0.2 0.3 0.9

Local grants and contracts 3.0 2.9 0.1 3.0 (0.1)

Sales and services of educational activities 1.4 1.2 0.2 1.3 (0.1)

Sales and services of auxiliary activities 2.6 3.3 (0.7) 3.0 0.3

Miscellaneous 1.5 1.7 (0.2) 1.6 0.1

Total operating revenues 43.5 43.9 (0.4) 43.7 0.2
Operating expenses:

Instruction 48.9 48.9 - 47.7 1.2

Public services 3.2 3.2 - 3.0 0.2

Instructional support 20.7 21.6 (0.9) 21.2 0.4

Student services 23.7 26.7 (3.0) 29.5 (2.8)

Institutional administration 11.1 12.0 (0.9) 11.7 0.3

Operation and maintenance of plant 17.0 17.9 (0.9) 18.9 (1.0)

Depreciation 8.7 8.2 0.5 9.0 (0.8)

Total operating expenses 133.3 138.5 (5.2) 141.0 (2.5)
Operating loss (89.8) (94.6) 4.8 (97.3) 2.7
Nonoperating revenues (expenses):

State appropriations 30.7 28.7 2.0 29.8 (1.1)

Property tax levy 37.3 38.5 (1.2) 40.3 (1.8)

Pell Grant revenue 29.3 33.1 (3.8) 37.2 (4.1)

Other nonoperating expenses - net (3.4) (1.9) (1.5) (2.5) 0.6

Net nonoperating revenues 93.9 98.4 (4.5) 104.8 (6.4)
Other revenues:

Capital gifts 1.3 - 1.3 - -
Change in net position 5.4 3.8 1.6 7.5 (3.7)
Net position - beginning of year 141.8 138.0 3.8 130.5 7.5
Net position- end of year S 147.2 S 141.8 S 5.4 S 138.0 S 3.8
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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.

2013 Operating Revenues by Source

Federal grants 10%

Tuition and fees
67% \

Local grants 7%

State grants 3%

Auxiliary activities Sales of
6% educational
activities 3%

2013, 2012, 2011 Operating Revenues by Source (in millions)
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Operating Revenues

Fiscal Year 2013 Compared to 2012

Operating revenue changes were the result of the following factors:

>

>

Tuition and fee revenue increased by $0.4 million. The increase is attributable to a
decrease in the tuition allowance calculation due to a corresponding decrease in Pell.
Federal grants and contracts decreased by $0.4 million primarily due to the reduction
in various grant expenditures including the HIT Consortium and the Military to
Paramedic Program.

Auxiliary fund revenue decreased by $0.7 million due to food service space being
unavailable during College renovations.

Fiscal Year 2012 Compared to 2011

Operating revenue changes were the result of the following factors:

>

>

>

Tuition and fee revenue decreased by $0.6 million. The decrease is attributable to
decline in enrollment.

Federal grants and contracts decreased by $0.3 million primarily due to the conclusion
of the WIRED grant in fiscal year 2011.

State grants increased by $0.9 million due to revenue for the Early College.

Auxiliary fund revenue increased by $0.3 million due to extended parking hours,
shifting lots from staff to students, increase in conference services activity, and an
increase in food services revenue.
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Operating Expenses

Operating expenses are all the costs necessary to perform and conduct the programs and primary
purposes of the College.

2013 Operating Expenses
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Fiscal Year 2013 Compared to 2012

Total operating expenses decreased by $5.2 million. Factors that influence this decrease are:

> Student services decreased by $3.0 million due to a decrease in Pell expenses and planned
operations efficiencies.

> Institutional administration decreased by $0.9 million due to planned operations
efficiencies.

> Instructional support decreased by $0.9 million due to planned efficiencies and delays in
hiring during a restructuring process.

> Operations and maintenance of plant expenses decreased by $0.9 million due to planned
efficiencies and a decrease in areas to be maintained during College renovations.

> Depreciation increased by $0.5 million due to the capitalization of assets from construction

in progress from the prior year and equipment acquisitions.

Fiscal Year 2012 Compared to 2011

Total operating expenses decreased by $2.5 million. Factors that influence this decrease are:

Student services decreased by $2.8 million due to a decrease in Pell expenses.

Instruction increased by $1.2 million due to increased personnel costs.

Instructional support increased by $0.4 million due to increased personnel costs.

Operations and maintenance of plant expenses decreased by $1.0 million due to planned
efficiencies.

YV VVYV

Nonoperating Revenues

Nonoperating revenues consist primarily of state appropriations, property tax revenue, investment
income (including realized and unrealized gains and losses), and Pell Grant revenue.

2013 Nonoperating & Other Revenue
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2013, 2012, 2011 Net Nonoperating Revenue (in millions)
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Fiscal Year 2013 Compared to 2012

Changes in nonoperating revenues were the result of the following factors:

>

>

Pell awards decreased by $3.8 million due to economic changes, and a decrease in
enrollment.

Investment return and other gains and other revenues increased by $1.5 million primarily
due to the $1.3 million donation from the Foundation for capital renovations.

Decline in property tax revenue is due to a decline in taxable values and a delay by the
taxing authorities in processing appeals.

State appropriations increased $2.0 million due to economic changes and a one-time UAAL
rate stabilization payment.

Fiscal Year 2012 Compared to 2011

Changes in nonoperating revenues were the result of the following factors:

>

Pell awards decreased by $4.1 million due to economic changes, and a decrease in
enrollment.

Investment return and other gains increased by $0.3 million due to revenue recognized
from the sale of capital assets, mainly equipment from discontinued programs.

Decline in property tax revenue is due to a decline in taxable values.

State appropriations decreased $1.1 million due to economic changes.

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:

>
>
>

Ability to generate future net cash flows
Ability to meet its obligations as they come due
Needs for external financing
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

1. BASIS OF PRESENTATION AND SIGNIFICANT ACCOUNTING POLICIES

The basic financial statements of Lansing Community College (the “College”) have been
prepared in accordance with generally accepted accounting principles (“GAAP”) as applicable
to public colleges and universities as described in Governmental Accounting Standards Board
(“GASB”) Statement No. 35 and the Manual for Uniform Financial Reporting—Michigan Public
Community Colleges (the “MUFR”). The College follows the “business-type” activities model of
GASB Statement No. 35. Business-type activities are those that are financed in whole or in part
by fees charged to external parties for goods and services. The College’s functional expense
classifications are in accordance with the guidance in the MUFR.

A. Reporting Entity

Lansing Community College is a Michigan community college with its main campus located
in Lansing, Michigan. The College is governed by a Board of Trustees consisting of seven
members.

The accompanying financial statements have been prepared in accordance with criteria
established by the GASB for determining the various governmental organizations to be
included in the reporting entity. These criteria include significant operational or financial
relationships with the College. Based on application of the criteria, the College has
determined that Lansing Community College Foundation (the “Foundation”) meets the
criteria of a component unit.

Lansing Community College Foundation is a legally separate, tax-exempt component unit of
the College. The Foundation acts primarily as a fundraising organization to supplement the
resources that are available to the College in support of its programs. The board of the
Foundation is self-perpetuating and consists of friends of the College. Although the College
does not control the timing or amount of receipts from the Foundation, the majority of
resources, or income thereon, that the Foundation holds and invests are restricted to the
activities of the College by the donors. Because these restricted resources held by the
Foundation can only be used by, or for the benefit of, the College, the Foundation is
considered a component unit of the College and is discretely presented in the College’s
financial statements. The College provides certain support and facilities to the Foundation.

During the years ended June 30, 2013 and 2012, the Foundation distributed $2,238,880 and
$896,571, respectively, to the College for both restricted and unrestricted purposes.
Complete financial statements prepared in accordance with accounting standards
established by the Financial Accounting Standards Board for the Foundation can be
obtained from the Administrative Office at 520 N. Capitol Avenue, Lansing, Michigan,
48901-7210.

Significant accounting policies followed by Lansing Community College are described below
to enhance the usefulness of the financial statements to the reader.

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation
The financial statements have been prepared on the economic resource measurement focus
and 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.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

C. Cash and Cash Equivalents

Cash and cash equivalents consists of demand deposits in banks, cash on hand, and highly
liquid investments with an initial maturity of three months or less.

D. Investments
Investments are recorded at fair value based on quoted market prices.
E. 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.

F. 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.

G. Property and Equipment

Capital assets purchased or acquired are capitalized at historical cost or estimated
historical cost. Donated assets are valued at their estimated fair market value on the date
received. 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 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, fixtures and equipment 5 - 20 years
Infrastructure and land improvements 10 - 20 years

Buildings and major building improvements are depreciated using a 10% salvage value. The
College’s capitalization policy is to capitalize property improvements exceeding $150,000
and all other individual items exceeding $5,000.

In accordance with GASB Statement No. 51, Accounting and Financial Reporting for

Intangible Assets, internally generated software costs have been recorded as an intangible

asset and are included within the Technology Equipment and Computers caption in Note 4.
H. Prepaid Expenses and Other Assets

Expenses, such as insurance premiums, that 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 other assets.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

I. Revenue and Expense Recognition

Operating revenues of the College consist of tuition and fees, grants and contracts, sales
and services of educational activities and auxiliary enterprise revenues. Transactions
related to capital and financing activities, noncapital financing activities, investing
activities, State appropriations, property taxes, and Pell Grant revenue are components of
nonoperating and other revenues. Operating expenses include the cost of services,
administrative expenses, and depreciation on capital assets. All expenses not meeting this
definition are reported as nonoperating expenses. For financial reporting purposes,
restricted resources are deemed to be utilized first when both restricted and unrestricted
resources are available to satisfy an expense.

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 2013 summer semester began June 6, 2013
and ended August 4, 2013. The 2012 summer semester began June 6, 2012 and ended
August 1, 2012.

J. Property Tax Levy

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 are
determined to be collectible. Property taxes receivable are recorded net of an allowance
for uncollectibles. For the years ended June 30, 2013 and 2012, the College levied 3.8072
mills per $1,000 of assessed valuation for general operations.

In August 2010, the College became aware of a property tax settlement between Delta
Township and General Motors which resulted in a tax refund that will be repaid by reducing
the levy to General Motors over a period of 5 years. The refundable amount of $111,245
and $153,087 has been recorded within other liabilities in the accompanying statements of
net position at June 30, 2013 and June 30, 2012, respectively.

K. State Appropriations Revenue
State appropriations revenue has been recorded in accordance with the MUFR.
L. 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.

M. 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 and must use their accrued vacation within one year or it
is forfeited. Accordingly, the entire accrued vacation balance as of June 30, 2013 and 2012
is classified as a current liability in the accompanying statements of net position.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

N. Long-Term Obligations

In the College’s financial statements, long-term debt and other long-term obligations are
reported as liabilities on the statements of net position. Bond premiums and discounts, as
well as 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.

0. Sabbatical Leaves

In accordance with the collective bargaining agreement between the College and its
faculty, the College grants sabbatical leaves to various full-time instructors. The leaves are
granted to enhance the professional competence of the instructors, who are required to
return to the College for a period of one year. Compensation is recorded as an expense in
the fiscal year that the leave is taken.

P. 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. Estimates include
allowances for doubtful accounts and estimated useful lives and salvage value of property.

Q. Foundation Reporting

The Foundation is a private nonprofit organization that reports under Financial Accounting
Standards Board (“FASB”) standards, including FASB Accounting Standards Codification
(“ASC”) Topic 958 regarding financial reporting for not-for-profit entities. 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.

R. New Accounting Pronouncements

Effective with the fiscal year ended June 30, 2013, the College adopted GASB Statement
No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position and early adopted GASB Statement No. 65, Items Previously
Reported as Assets and Liabilities. These statements introduce and define those elements
as a consumption of net assets by the College that is applicable to a future reporting
period, and an acquisition of net assets by the College that is applicable to a future
reporting period, respectively. The standards also incorporate deferred outflows of
resources and deferred inflows of resources into the definitions of the required components
of the residual measure and by renaming that measure as net position, rather than net
assets. In accordance with these standards, the College has modified the presentation of
the statements of Net Position and has reported deferred outflows of resources from
refundings of debt at June 30, 2013 and 2012 in accordance with the standard.

S. Reclassifications

Certain 2012 amounts have been reclassified to conform to the 2013 presentation.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

The College’s certificates of deposit have scheduled maturities as follows as of June 30:

Less Than One to
2013 One Year Five Years Total
Certificates of deposit $ 15,290,530 $11,563,829 $ 26,854,359
Less Than One to
2012 One Year Five Years Total
Certificates of deposit $18,574,864 $ 7,016,505 $25,591,369

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 (“NRSRO”). The
College does not allow direct investment in corporate bonds.

Concentration of credit risk. The College minimizes 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.
3. The commercial paper of any one issuer.

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. 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.

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 or financial institution failure, the College’s deposits may not be returned to it because
the deposits were uninsured and uncollateralized. It is the policy of the College to minimize
custodial credit risk whenever possible. At June 30, 2013, SO of the College’s bank balance of
$70,863,475 was uninsured and uncollateralized. At June 30, 2012, $221,481 of the College’s
bank balance of $32,410,501 was uninsured and uncollateralized. The College does have over
$10,000,000 at one institution as of June 30, 2013. That institution collateralizes the College’s
balances with U.S. Treasury Notes. As of June 30, 2012, no more than $10 million was invested
in any one financial institution. Interest bearing accounts and money market deposit accounts
are included in the above totals.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

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, a savings and loan association that is a member of the Federal Savings
and Loan Insurance Corporation, 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 corporations 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.

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.
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

3. PROPERTY TAXES AND ACCOUNTS RECEIVABLE

Property taxes receivable, net at June 30 consists of the following:

2013 2012
Property taxes receivable S 3,537,596 S 2,463,162
Less allowance for doubtful collection (3,072,938) (2,138,827)
Property taxes receivable, net $ 464,658 $ 324,335

Accounts receivable, net at June 30 consists of the following:

2013 2012
Accounts receivable S 18,241,510 $ 17,333,660
Less allowance for doubtful collection (11,085,149) (10,662,932)
Accounts receivable, net $ 7,156,361 $ 6,670,728
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LANSING COMMUNITY COLLEGE

. NOTES TO FINANCIAL STATEMENTS

4. PROPERTY AND EQUIPMENT

Capital assets activity for the years ended June 30, 2013 and 2012 follows:

Beginning Ending
Balance Balance
July 1, 2012 Additions Deletions Transfers June 30, 2013
Assets not being depreciated:
Land S 12,661,038 S - S - $ 12,661,038
Construction in progress 4,242,173 23,423,037 (2,843,121) 24,822,089
Total capital assets not being depreciated 16,903,211 23,423,037 (2,843,121) 37,483,127
Capital assets being depreciated:
Buildings and improvements 185,189,099 123,127 1,635,279 186,947,505
Furniture 2,755,780 - - 2,755,780
Instructional equipment 12,106,343 582,041 (326,201) 12,362,183
Operational equipment 9,332,758 73,970 9,406,728
Technology equipment and computers 37,061,343 - - 1,111,072 38,172,415
Vehicles 3,776,315 40,986 (38,954) 3,778,347
Infrastructure and improvements 3,204,561 172,565 22,800 3,399,926
Total capital assets being depreciated 253,426,199 918,719 (365,155) 2,843,121 256,822,884
Less accumulated depreciation:
Buildings and improvements 54,772,651 5,118,579 59,891,230
Furniture and equipment 58,592,413 3,603,600 (365,155) 61,830,858
Infrastructure and improvements 1,548,979 3,914 1,552,893
Total accumulated depreciation 114,914,043 8,726,093 (365,155) 123,274,981
Capital assets being depreciated, net 138,512,156 (7,807,374) 2,843,121 133,547,903
Property and equipment, net S 155,415,367 S 15,615,663 S - S 171,031,030
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Assets not being depreciated:
Land
Construction in progress

Total capital assets not being depreciated

Capital assets being depreciated:
Buildings and improvements
Furniture
Instructional equipment
Operational equipment
Technology equipment and computers
Vehicles
Infrastructure and improvements

Total capital assets being depreciated
Less accumulated depreciation:
Buildings and improvements
Furniture and equipment
Infrastructure and improvements
Total accumulated depreciation

Capital assets being depreciated, net

Property and equipment, net

As of June 30, 2013, construction in progress reflected amounts expended for the Gannon building
renovations, Arts & Sciences building renovations, the Mason Aviation Center, Mackinaw Building
renovations, and West Campus renovations, which were not yet completed as of June 30, 2013. As
of June 30, 2013, the College had approximately $26.1 million of construction commitments
outstanding related to these projects.

5. UNEARNED REVENUE

Beginning Ending
Balance Balance
July 1, 2011 Additions Deletions Transfers June 30, 2012

S 11,450,770 1,210,268 S 12,661,038
474,719 4,322,100 (554,646) 4,242,173
11,925,489 5,532,368 (554,646) 16,903,211
184,634,453 554,646 185,189,099
2,755,780 - 2,755,780
12,118,457 521,584 (533,698) 12,106,343
9,258,390 74,368 - 9,332,758
36,979,257 82,086 37,061,343
3,776,315 - 3,776,315
3,204,561 3,204,561
252,727,213 678,038 (533,698) 554,646 253,426,199
50,437,917 4,334,734 54,772,651
55,295,945 3,830,166 (533,698) 58,592,413
1,543,684 5,295 - 1,548,979
107,277,546 8,170,195 (533,698) 114,914,043
145,449,667 (7,492,157) 554,646 138,512,156
S 157,375,156 (1,959,789) S S S 155,415,367

Unearned revenue at June 30 consists of the following:

Student tuition and fees

Student deposits
General Motors and Liquid Web
-MI Jobs Training

Total

2013

S 3,435,773

2012

S 2,966,467

99,483 116,210
329,306 340,808
$ 3.864.562 $ 3.423.485
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6.

LONG-TERM LIABILITIES

Long-term liabilities activity for the year ended June 30, 2013 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Bonds payable $ 51,428,711 $ 57,849,696 S 17,789,697 S 91,488,710 S 4,710,000
Note payable 673,970 - 281,909 392,061 292,213
Property tax refundable 153,087 - 41,842 111,245 41,841
Total long-term
liabilities $52,255,768 $57.849,696 $18,113,448 $91,992.016 $ 5,044,054

Long-term liabilities activity for the year ended June 30, 2012 was as follows:

Beginning Ending Due Within
Balance Additions Reductions Balance One Year
Bonds payable $ 56,458,406 S - $§ 5,029,695 $ 51,428,711 $ 5,055,000
Note payable 945,790 - 271,820 673,970 281,909
Property tax refundable 194,928 - 41,841 153,087 41,842
Total long-term
liabilities $57,599.,124 $ - $ 5,343,356 $52,255,768 $ 5,378,751

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

2013 2012

2003 building and site bonds and refunding bonds,
refunded during fiscal 2013 (see below) S - $ 11,395,000

2005 building and site and refunding bonds due

in installments of $280,000 to $3,575,000 through

May 1, 2017 plus interest at 4.1% to 5.0% (partially

refunded during fiscal 2013; see below) 15,435,000 20,900,000

2006 general obligation limited tax bonds due in

installments of $385,000 to $875,000 through
May 1, 2026 plus interest at 3.7% to 3.9% 8,485,000 8,870,000
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2013 2012
2007 general obligation limited tax bonds due
in installments of $275,000 to $900,000 through
May 1, 2026 plus interest at 4.0 to 4.3% S 8,425,000 $ 8,700,000
2012 building and site and refunding bonds, due
in installments of $80,000 to $5,240,000 through
May 1, 2032 plus interest at 2.0% to 5.0% 50,220,000
Plus: premium on bonds 8,959,556 1,598,967
Less: discount on bonds (35,846) (35,256)
Total bonded debt 91,488,710 51,428,711
Note payable - bank, secured by equipment,
with monthly payments of $25,152 including
interest at 3.65%, maturing October 2014 392,061 673,970
Total long-term debt obligations $ 91,880,771 $ 52,102,681

Scheduled principal and interest requirements of bonds and notes payable for years succeeding
June 30, 2013 are summarized are as follows:

Fiscal Year Ending

June 30 Principal Interest Total

2014 S 5,002,213 § 3,749,483 § 8,781,696
2015 5,234,848 3,521,558 8,756,406
2016 5,215,000 3,365,970 8,580,970
2017 5,965,000 3,124,520 9,089,520
2018 3,730,000 2,766,508 6,496,508
2019-2023 18,150,000 11,376,270 29,526,270
2024-2028 20,150,000 7,366,254 27,516,254
2029-2032 19,510,000 2,498,250 22,008,250

82,957,061 37,768,813 120,725,874
Premium on bonds 8,959,556 - 8,959,556
Discount on bonds (35,846) - (35,846)

Total as of June 30, 2013 $ 91,880,771 $ 37,768,813 $ 129,649,584
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Scheduled principal and interest requirements of bonds and notes payable for years succeeding
June 30, 2012 are summarized are as follows:

Fiscal Year Ending

June 30 Principal Interest Total

2013 S 5,336,909 S 2,297,245 S 7,634,154
2014 5,577,213 2,049,985 7,627,198
2015 5,619,848 1,794,185 7,414,033
2016 5,800,000 1,525,808 7,325,808
2017 6,065,000 1,244,808 7,309,808
2018-2022 15,390,000 3,461,680 18,851,680
2023-2026 6,750,000 703,372 7,453,372

50,538,970 13,077,083 63,616,053
Premium on refunding 1,598,967 - 1,598,967
Discount on bonds (35,256) - (35,256)

Total as of June 30, 2012 $ 52,102,681 $ 13,077,083 $ 65.179.764

Interest is payable semi-annually on the bonds payable and monthly on the note payable. The
principal and interest are generally payable from the College’s nonoperating revenues. Certain
bonds are callable at par and accrue interest plus a premium. Total interest charged to
expense for the years ended June 30, 2013 and 2012 was $3,664,322 and $2,403,409,
respectively.

During fiscal year 2013, Lansing Community College advance refunded $10,575,000 of 2003
building and site and refunding bonds and $1,890,000 of 2005 building and site and refunding
bonds to provide resources to purchase U.S. government securities that were placed in an
escrow fund for the purpose of generating resources for all future debt service payments on
$12,465,000 of refunded debt. As a result, the certificates are considered defeased and the
liabilities have been removed from the statement of net position. The refunding resulted in a
savings of $1,780,883 and an economic gain of $1,545,286. The 2003 series defeased bonds
were then called prior to the year-end. At June 30, 2013, $1,890,000 of the series 2005 bonds
outstanding were considered defeased.

7. EMPLOYEE RETIREMENT SYSTEM
Plan Description

The College contributes to the Michigan Public School Employees Retirement System (MPSERS),
a collection of several retirement plans administered by the State of Michigan Department of
Management and Budget, Office of Retirement Systems. MPSERS provides retirement, survivor
and disability benefits to plan members and beneficiaries. Benefit provisions are established
and may be amended by state statute. The Office of Retirement Systems 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, 7150 Harris Drive, P.O. Box 30026, Lansing, Michigan, 48909 or
by calling (517) 322-5103.
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Funding Policy

Member contribution rates vary based on date of hire and certain voluntary elections. Member
Investment Plan (“MIP””) members enrolled in MIP prior to January 1, 1990 contribute at a
permanently fixed rate of 3.9% of gross wages. Members first hired January 1, 1990 through
June 30, 2008 contribute at the following graduated permanently fixed contribution rates: 3
percent of the first $5,000; 3.6 percent of $5,001 through $15,000; 4.3 percent of all wages
over $15,000. Members first hired July 1, 2008 through June 30, 2010 contribute at the
following graduated permanently fixed contribution rates: 3.0 percent of the first $5,000; 3.6
percent of $5,001 through $15,000; 6.4 percent of all wages over $15,000.

Basic Plan members make no contributions. Members first enrolled on or after July 1, 2010 are
enrolled in the MIP Plus Plan. Member contributions are matched at a rate of 50 percent by the
employer, up to a maximum of one percent. Basic 4% and MIP 7% members contribute 4 percent
and 7 percent of pretax salary, respectively. Based on the option selected at enrollment, these
individuals contribute at a fixed rate until termination of employment or until reaching
30 years of service. At that time, based on the option selected, employee contributions are no
longer required or revert to the contribution requirements under the MIP plan in which the
employee initially enrolled.

The College is required to contribute the full actuarial funding contribution amount to fund
pension benefits, plus an additional amount to fund retiree healthcare benefits on a cash
disbursement basis. The rates for the years ended June 30, 2013 and 2012 as a percentage of
payroll ranged from 20.96 to 25.36 percent and from 19.16 to 24.46 percent, respectively.

The contribution requirements of plan members and the College are established by Michigan
State statute and may be amended only by action of the State Legislature. The College’s
contributions to MPSERS under all plans for the years ended June 30, 2013, 2012, and 2011
were $12,264,763, $12,584,032, and $10,705,804, respectively, equal to the required
contributions for each year.

Other Postemployment Benefits

Retirees enrolled in MPSERS before September 4, 2012 have the option of participating in the
Premium Subsidy plan, a defined benefit postemployment healthcare plan, which is funded by
employers on a cash disbursement basis. The State of Michigan has contracted to provide the
comprehensive group medical, hearing, dental and vision coverage for retirees and
beneficiaries. All health care benefits are on a self-funded basis. A significant portion of the
premium is paid by MPSERS with the balance deducted from the monthly pension. Plan
participants contribute 3 percent of covered payroll to the Retiree Healthcare Fund. At
retirement, these individuals receive a subsidy for healthcare premiums that cover up to 80
percent of cost.

Plan members enrolled on or after September 4, 2012 participate in the Personal Healthcare
Fund. This defined contribution other postemployment benefits plan includes a required 2
percent employee contribution into a personal tax-deferred account, which is matched by an
additional 2 percent employer contribution. Employees are fully vested in these contributions
which can be used, along with earnings thereon, to pay for postemployment healthcare
expenses. Plan members working prior to September 4, 2012 were given the option to convert
from the Premium Subsidy plan to the Personal Healthcare Fund option. Effective February 1,
2013, these members are no longer required to make the 3 percent employee contribution.
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Amounts paid into the Retiree Healthcare Fund between September 4, 2012 and February 1,
2013 were credited to each individual’s Personal Healthcare Fund account. Any contributions
made prior to September 4, 2012 are pending a Supreme Court resolution.

The College’s contributions to MPSERS for other postemployment benefits are not separately
identified and are included in the contribution amounts disclosed above.

Other

Per MPSERS’ comprehensive annual financial report as of September 30, 2012, the unfunded
actuarial accrued liability (“UAAL”) for pensions and other postemployment benefits
(“OPEB/Healthcare”) for MPSERS is $22.4 billion and $25.9 billion, respectively, and the ratio
of the UAAL to covered payroll is 244.5% and 282.8%, respectively.

For the fiscal year ended June 30, 2013, Lansing Community College had approximately
$55.7 million of covered payroll. Applying the MPSERS ratio of the UAAL to Lansing Community
College’s covered payroll results in an estimated share of the UAAL for pension and
OPEB/Healthcare of $136.2 million and $157.5 million, respectively.

8. OPTIONAL RETIREMENT PROGRAM

Plan Description

The College has adopted the Lansing Community College Optional Retirement Plan (“ORP”)
under IRS 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 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 two years of continuous full-time service as interpreted
under MPSERS guidelines. The participant and College contributions to ORP for the year ended
June 30, 2013 were $310,979 and $867,850, respectively. The participant and College
contributions to ORP for the year ended June 30, 2012 were $320,012 and $891,017,
respectively.
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9. UNRESTRICTED NET POSITION
The College has designated the use of unrestricted net position at June 30 as follows:
2013 2012
Auxiliary activities S 3,738,079 S 3,954,948
Encumbrances 899,134 1,101,756
Legal or plant improvement 12,284,572 9,784,572
Undesignated 25,781,403 22,574,853
Total unrestricted net position $42,703,188 $ 37,416,129
10. LEASES
The College conducts a portion of its operations with leased property, including a parking
structure and a building. Net rental expense on these operating leases was $598,164 and
$529,082 for fiscal 2013 and 2012, respectively.
The following is a schedule of annual future minimum lease payments required under these
non-cancelable operating leases as of June 30, 2013:
Year Amount
2014 S 610,111
2015 622,301
2016 314,733
2017 63,306
Total minimum payments due $ 1,610,451
11. RISK MANAGEMENT

The College is exposed to various risks of loss related to property loss, errors and omissions,
and 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 Trust (the “Trust”) provides a single multi-peril contract
under which the members are covered for various types of risk including auto, property and
liability. Contributions for premiums received from members are recorded as revenue by the
Trust. Claim losses, along with excess insurance premiums and services fees, are recorded as
expenses by the Trust. The estimated total costs of claim losses are accrued by the Trust. To
the extent the group’s contributions are deemed to exceed claim losses and other costs, the
excess amount is refunded to the members by the Trust. If necessary, funding deficits in
individual policy years are recovered through additional member contributions assessed to
members of that policy year.
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12. CONTINGENCIES

The College may be subject to various legal proceedings and claims which arise in the ordinary
course of its business. The College believes that the amount, if any, of ultimate liability with
respect to legal actions will be immaterial or will be covered by insurance.
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