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Rea & Associates, Inc.

ACCOUNTANTS AND BUSINESS CONSULTANTS

November 21, 2006
The Board of Trustees
Belmont Technical College
120 Fox-Shannon Place
St Clairsville, Ohio 43950

| ndependent Auditor’s Report

We have audited the accompanying financial statements of Belmont Technical College (the College), Belmont
County, Ohio, and the aggregate discretely presented component unit, as of and for the year ended June 30,
2006, which collectively comprise the College' s basic financial statements as listed in the table of contents.
These basic financial statements are the responsibility of the College’s management. Our responsibility is to
express opinions on these basic financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Sandards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall basic financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in al material respects, the
financial position of Belmont Technical College and the discretdy presented component unit as of June 30,
2006, and the results of its operations and cash flows for the year then ended in conformity with accounting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated November 21, 2006 on
our consideration of Belmont Technical College's internal control over financial reporting and 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 the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Sandards and should be read in conjunction with this report in considering the results of our audit.

The Management Discussion and Analysis on pages 2 through 9 is not a required part of the basic financial
statements but is supplementary information required by the accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

Yen Yidatocretin) Fre.



Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

The discussion and analysis of Belmont Technical College's financial statements provides an
overview of the College's financial activities for the year ending June 30, 2006. Management
has prepared the 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 preparers. The discussion and analysis contains financial activities of Belmont
Technical College.

Financial Highlights

Belmont Technical College's financial position, as a whole, improved during the fiscal year
ending June 30, 2006. Its combined net assets increased $1,120,504 or 8.6% from the previous
year.

The following chart provides a graphic breakdown of revenues by category for the fiscal year
ending June 30, 2006:

TOTAL REVENUES

Nonoperating
Revenues
37%
Operating
Revenues
63%

In the fiscal year ending June 30, 2006, revenues and other support exceeded expenses, creating
the increase in net assets of $1,120,504 (compared to an $883,857 increase last year).



Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

Using This Annual Report

This report consists of three basic financial statements. The Statement of Net Assets, the
Statement of Revenues, Expenses, and Changes in Net Assets; and the Statement of Cash Flows
provide information on the College as a whole and present a long-term view of the College’'s
finances. The following activities are included in the College’s basic financial statements:

Primary Ingtitution (College): Most of the programs and services generally associated
with a university fall into this category, including instruction, research, public service,
and support services. There are no component units.

The Statement of Net Assets and the Statement of Revenues, Expenses, and
Changesin Net Assets

One of the most important questions asked about the College’s finances is, “Is Belmont
Technical 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 away that helps answer this
guestion. 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 Belmont Technical College’ s operating results.

These two gtatements report Belmont Technical College's net assets and changes in them.
Belmont Technical College’'s net asset amount — the difference between assets and liabilities — is
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. However, several non-financial factors are relevant as well, such as the trend and
quality of applicants, freshman class size, student retention, building condition, and campus
safety, to assess the overall health of the College.

These statements include all assets and liabilities using the accrual basis of accounting, which is
similar to the accounting used by most private-sector ingtitutions. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid.



Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

Net Assets- FY 2006 Versus FY 2005

06/30/06 06/30/05 Change
ASSETS
Current Assets:

Cash equivalents $ 1,633,216 $ 1,978,245 $ (345,029)
Investments 6,519,135 5,386,971 1,132,164
Interest receivable 165,064 114,823 50,241
Accounts receivable, net 1,340,345 1,907,007 (566,662)
EDPS Funds receivable 302,121 0 302,121
Suppliesinventory, at cost 186,118 118,610 67,508
Prepaid Expenses 0 0 0

Total current assets 10,145,999 9,505,656 640,343
Noncurrent Assets.
Restricted cash and cash equivalents 4,128 14,758 (10,630)
Restricted investments 101,513 88,456 13,057
Capital assets, net of accumulated depreciation 5,355,722 5,266,646 89,076
Total noncurrent assets 5,461,363 5,369,860 91,503
TOTAL ASSETS $ 15,607,362 $ 14,875,516 $ 731,846
LIABILITIES
Current Liabilities:

Accrued liabilities $ 476,973 $ 432,362 $ 44,611
Accrued vacation/sick |eave 207,949 209,798 (1,849)
Capital lease 0 33,107 (33,107)
Deferred feesincome 688,252 1,105,973 (417,721)

Total current liabilities 1,373,174 1,781,240 (408,066)
Noncurrent Liabilities:
Capital lease 0 0 0
Accrued vacation/sick leave 156,999 137,592 19,407
Total noncurrent liabilities 156,999 137,592 19,407
TOTAL LIABILITIES 1,530,173 1,918,832 (388,659)
NET ASSETS
Invested in capital assets, net of related debt 5,355,721 5,233,539 122,182
Restricted:
Nonexpendable:
Scholarships 56,160 56,160 0
Expendable:
Scholarships 67,513 61,210 6,303
Instructional Department uses 341,410 289,590 51,820
Capita projects 1,283,116 1,159,040 124,076
Unrestricted 6,973,269 6,157,145 816,124
Totd net assets 14,077,189 12,956,684 1,120,505
TOTAL LIABILITIESAND NET ASSETS $ 15,607,362 $ 14,875,516 $ 731,846




Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

OPERATING REVENUES - 2005-2006

Other Sources
1%

Sales and Services
13% Tuition and Fees

54%

Grants and Contracts
32%

Operating Results for the Year — FY 2006 versus FY 2005

06/30/2006 06/30/2005 Change
Oper ating Revenues:
Tuition and fees $ 4,802,853 $ 4,536,311 $ 266,542
Grants and contracts 2,894,364 2,887,558 6,806
Auxiliary services 1,157,780 1,125,535 32,245
Other 90,807 67,877 22,930
Total operating revenues 8,945,804 8,617,281 328,523
Operating Expenses:
Instructional 4,092,416 3,957,580 134,836
Public service 108,529 88,895 19,634
Academic support 1,259,728 1,325,134 (65,406)
Student services 890,859 877,594 13,265
Institutional support 2,420,116 2,009,914 410,202
Operation and maintenance of plant 1,018,324 1,158,907 (140,583)
Depreciation 283,528 278,737 4,791
Scholarships and grants 2,521,815 2,562,859 (41,044)
Auxiliary enterprises 943,400 893,034 50,366
Total operating expenses 13,538,715 13,152,654 386,061
Net operating revenues (expenses) (4,592,911) (4,535,373) (57,538)
Nonoper ating Revenues:
State appropriations 5,040,038 4,966,095 73,943
Other nonoperating revenues 226,374 107,789 118,585
Net nonoperating revenues 5,266,412 5,073,884 192,528
Income before other revenues 673,501 538,511 134,990
Capital appropriations 397,419 345,346 52,073
Capital grants and gifts 49,585 0 49,585
Increase in net assets 1,120,505 883,857 236,648
NET ASSETS, beginning of year 12,956,684 12,072,827 883,857
NET ASSETS, end of year $ 14,077,189 $ 12,956,684 $ 1,120,505




Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

The Statement of Cash Flows
Another way to assess the financial health of an institution 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 aperiod. The Statement of Cash Flows also helps user assess:

an entity’ s ability to generate future net cash flows

its ability to meet its obligations as they come due

its need for external financing

Cash Flows - FY 2006 Versus FY 2005

06/30/06 06/30/05 Change

Cash provided (used) by:
Operating activities $ (4467899 $ (4,214161) $  (253738)
Noncapital financing activities 5,051,357 4,968,741 82,616
Capital and related financing activities 58,594 (399,621) 458,215
Investing activities (997,709) 509,093 (1,506,802)
Net increase (decrease) in cash (355,657) 864,052 (1,219,709)
0
Cash, beginning of year 1,993,003 1,128,951 864,052
Cash, end of year $ 1,637,346 $ 1,993,003 $  (355,657)




Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

Capital and Debt Administration
Capital Assets
At June 30, 2006, the College had some $5,355,722 invested in capital assets, net of accumulated

depreciation of $4,872,135. Depreciation charges totaled $283,528 for the current fiscal year.
Details of these assets for the two years are shown below:

06/30/06 06/30/05 Change
Land and land improvements $ 276,000 $ 276,000 $ 0
Construction in Progress 357,068 121,514 235,554
Buildings and improvements 4,364,401 4,559,274 (194,873)
Machinery and equipment 223,500 199,793 23,707
Vehicles 84,461 58,392 26,069
Library books and materials 50,292 51,673 (1,381)
Totals $ 5,355,722 $ 5,266,646 $ 89,076

The major project this fiscal year was the continued planning necessary for the deployment of
the new administrative information system purchased last fiscal year. The Jenzabar EX software
will offer the college an integrated information system to better serve internal and external
stakeholders. The implementation process was complete and the software has been operational
since July, 2006. The integrated information system has an estimated first year cost of $540,000
and an estimated ten-year cost of $990,000. Funds for this project have come from state funds as
well as College reserves.

Debt

At year-end 2006, the College had no debt outstanding versus $33,107 in the previous year. The
table below summarizes these amounts by type of debt instrument.

Outstanding Debt - FY 2006 Versus FY 2005

06/30/06 06/30/05 Change

Lease obligations $ 0 $ 33107 % (33,107)

More detailed information about the College's long-term liabilities is presented in Note 8 to the
financial statements.



Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

Economic Factors That Will Affect the Future

The economic position of Belmont Technical College is closely tied to that of the State. Because
of limited economic growth and increased demand for state resources from federal mandates, the
College anticipates a limited increase in state support of subsidy for higher education.

As aresult of the reduction in state funding and limited economic growth in the area, the College
announced tuition and fee increases during this fiscal year following state guidelines on
maximum increases. While enrollment growth has remained steady, the College is anticipating
little additional growth in student enrollment.

New and cutting edge programs are continually developed to increase options for enrollment,
such as the piloted joint degree initiative with Ohio University Eastern, which began last fiscal
year. This pilot gives our students the option to take courses at both OUE and BTC, with the end
result being an Associate of Arts degree bearing the name of both institutions that can lead into a
related Ohio University bachelor’s program. We will soon offer the Associate of Science Degree
aswell.

In addition, we will reduce costs, improve the quality of service, increase enrollment for both
institutions, offer new program options, and provide even more opportunities for research and
collaboration.

The College continues to evolve despite the reduction in state subsidy. The College has been
successfully transformed into an AQIP (Academic Quality Improvement Process) organization
of the Higher Learning Commission and has submitted its portfolio in the fall of 2006.

The College also has implemented a new administrative information system to better serve
students as well as improve cost effectiveness of operations. The system has been operational
since July, 2006. The College's software had become obsolete and unable to meet the current
operational needs of the institution. Funds for this purchase have come from state funds as well
as College reserves.

Despite the reduction in state funding and the significant effects of coping with the economic
issues of rural Appalachia, the College remains financially sound. The College’s enrollment,
reserves, and cash position have been sufficient to endure continued economic downturns in the
State of Ohio. The College has a solid financial foundation to continue to reach its goals as a
learner-centered institution committed to maintaining the current standard of excellence while
offering affordable education supporting economic development in our community.



Belmont Technical College
M anagement Discussion and Analysis
For the Year Ended June 30, 2006
(Unaudited)

Contacting the College' s Financial M anagement

This financial report is designed to provide the Ohio Department of Education, our citizens,
taxpayers, and investors and creditors with a general overview of the College’s finances and to
show the College's accountability for the money it received. If you have questions about this
report, or need additional financial information, contact John Koucoumoris, Vice President of
Administrative Affairs, at Belmont Technical College, 120 Fox-Shannon Place, St. Clairsville,
Ohio 43950.



BELMONT TECHNICAL COLLEGE

STATEMENT OF NET ASSETS
For the Fiscal Year Ended June 30, 2006

ASSETS
Current Assets:
Cash equivaents
Investments
Interest receivable
Accounts receivable, net
EDPS Funds receivable
Pledges receivable
Suppliesinventory, at cost
Total current assets

Noncurrent Assets:
Restricted cash and cash equivalents
Restricted investments
Capital assets, net of accumulated depreciation
Total noncurrent assets

TOTAL ASSETS

LIABILITIES
Current Liabilities:
Accrued liabilities
Accrued vacation/sick leave
Deferred feesincome
Total current liabilities

Noncurrent Liabilities:
Accrued vacation/sick leave

TOTAL LIABILITIES

NET ASSETS
Invested in capital assets, net of related debt
Restricted:
Nonexpendable:
Scholarships
Expendable:
Scholarships
Instructional Department uses
Capital projects
Unrestricted
Total net assets

TOTAL LIABILITIESAND NET ASSETS

Belmont Technical

Component Unit
Belmont Technical

College College Foundation

$ 1,633,216 $ 102,700
6,519,135 0

165,064 906

1,340,345 0

302,121 0

0 3,537

186,118 0

10,145,999 107,143

4,128 116,330

101,513 115,158

5,355,722 0
5,461,363 231,488

$ 15,607,362 $ 338,631
$ 476,973 $ 0
207,949 0

688,252 0

1,373,174 0

156,999 0

1,530,173 0
5,355,722 0

56,160 230,000

67,513 6,488

341,410 0

1,283,116 0
6,973,268 102,143
14,077,189 338,631

$ 15,607,362 $ 338,631

The accompanying notes arein integral part of these financial statements.
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BELMONT TECHNICAL COLLEGE

STATEMENT OF REVENUES, EXPENSES, AND CHANGESIN NET ASSETS

For the Fiscal Year Ended June 30, 2006

REVENUE:
Operating Revenues:

Student tuition and fees (net of scholarship allowances of $421,590)

State grants and contracts
Federd grants and contracts
Private gifts and contracts
Investment income
Sales and services of educational departments
Auxiliary Enterprises:

Sdles and services
Other sources

Total revenues

EXPENSES:
Operating Expenses:
Educational and General:
Instructional
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Depreciation
Scholarships and grants
Total Educational and General

Auxiliary Enterprises
Total Expenses

Operating Income(L 0ss)

NONOPERATING REVENUES (EXPENSES):

State appropriations

Gifts

Investment income

Gain/(Loss) on Sale of Assets

Unredlized Gain on Investments

Interest on capital asset related debt
Net nonoperating revenues

Income before other revenues, expenses, gainsor losses
Capital appropriations
Capital grants and gifts

Total other revenues

Increasein Net Assets

Net Assets, Beginning of Year

Net Assets, End of Year

The accompanying notes are in integral part of these financial statements.
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Bemont Technical

Component Unit
Belmont Technical

College College Foundation
$ 4,802,853 $ 0
316,539 0
2,577,825 0
0 283,510
0 0
15,752 0
1,142,028 0
90,807 34
8,945,804 283,544
4,092,416 0
108,529 0
1,259,728 0
890,859 0
2,420,116 856
1,018,324 0
283,528 0
2,521,815 1,000
12,595,315 1,856
943,400 0
13,538,715 1,856
(4,592,911) 281,688
5,040,038 0
11,319 0
197,753 3,641
18,556 (84)
0 12
(1,255) 0
5,266,411 3,569
673,500 285,257
397,419 0
49,585 0
447,004 0
1,120,504 285,257
12,956,685 53,374
$ 14,077,189 $ 338,631




BELMONT TECHNICAL COLLEGE

STATEMENT OF CASH FLOWS
For the Fiscal Year Ended June 30, 2006

INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS
Cash Flows from Operating Activities:

Tuition and fees

Grants and contracts

Payments to suppliers

Payments for utilities

Payments to employees

Payments for benefits

Payments for scholarships and grants

Auxiliary Enterprises:

Book Store
Sales and service of education
Other receipts
Net cash from operating activities

Cash Flows from Non-Capital and Related Financing Activities:
State appropriations
Gifts and grants
Net cash from non-capital and related financing activities

Cash Flows from Capital and Related Financing Activities:
Purchase of capital assets
Proceeds from sale of assets
Principal paid on leases
Interest paid on leases
Capital Appropriations
Net cash from capital and related financing activities

Cash Flows from Investing Activities:
Interest on investments
Proceeds from sales and maturities of investments
Purchase of investments
Net cash from noncapital financing activities

Net decrease in cash and cash equivalents
Cash and Cash Equivalents, beginning of year
Cash and Cash Equivalents, end of year

RECONCILIATION OF OPERATING LOSSTO NET CASH
FROM OPERATING ACTIVITIES:
Operating income (l0ss)
Adjustments to reconcile operating loss to net
cash provided (used) by operating activities:
Depreciation
Donations in the form of stocks and bonds
Changein Assets and Liabilities:
Receivables, net
Inventories
Accrued liabilities
Compensated absences
Deferred revenue

Net cash from operating activities

NONCASH TRANSACTIONS:
Contribution of capital assets from Ohio Board of Regents

The accompanying notes are in integral part of these financial statements.

Belmont Technical

Component Unit
Belmont Technical

College College Foundation

$ 4,957,928 $ 0
2,586,847 133,398
(2,758,330) (856)
(270,632) 0
(6,004,981) 0
(1,704,766) 0
(2,521,815) (1,000)
1,141,291 0

15,752 0

90,807 34

(4,467,899) 131,576
5,040,038 0

11,319 0

5,051,357 0
(323,021) 0

18,556 0

(33,207) 0

(1,255) 0

397,419 0

58,592 0

147,512 2,735

0 31,345

(1,145,221) 0
(997,709) 34,080

(355,659) 165,656

1,993,003 53,374

$ 1,637,344 $ 219,030
$ (4,592,911) $ 281,688
283,528 0

0 (146,575)

264,542 (3,537)

(67,506) 0

44,611 0

17,558 0

(417,721) 0

$ (4,467,899) $ 131,576

$ 49,585



BELMONT TECHNICAL COLLEGE

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 1-DESCRIPTION OF THE REPORTING ENTITY

Belmont Technical College is a body politic and corporate established for the purpose of exercising the
rights and privileges conveyed to it by the constitution and the laws of the State of Ohio. Bemont
Technical College is a technical college as defined by Section 3357.01 of the Ohio Revised Code. The
College operates under an appointed Board of Trustees.

Management believes the financial statements included in this report represent all of the funds of the
Coallege over which the College has the ability to exercise direct operating control.

Belmont Technical College Foundation (Foundation) is a legally separate, tax-exempt organization
supporting 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. 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 donors.
Based upon the provisions in Governmental Accounting Standards Board (GASB) Statement No. 14 —
Reporting Entity and subsequent amendments in GASB Statement No. 39, the Foundation is considered a
component unit of the College and is discretely presented in the College’ s financial statements.

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation

The accompanying financial statements are presented in accordance with accounting principles generally
accepted in the United States of America as prescribed by the Government Accounting Standards Board
(GASB).

Pursuant to the provisions of GASB Statement No. 34, Basic Financial Satements — and Management’s
Discussion and Analysis — for Sate and Local Governments, as amended by GASB Statement No. 35,
Basic Financial Statements — and Management’s Discussion and Analysis — For Public Colleges and
Universities the full scope of the College's activities is considered to be a single business-type activity
(BTA) and accordingly, is reported within a single column in the basic financial statements.

B. Basis of Accounting

The financial statements of the College have been prepared using the economic resource measurement
focus and the accrual basis of accounting. Under the accrual basis, revenues are recognized when earned,
and expenses are recorded when an obligation has been incurred. Grants and similar items are recognized
asrevenue as soon as all digibility requirements impaosed by the provider have been met.

In accordance with GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds
and Other Governmental Entities That Use Proprietary Fund Accounting, the College does not apply
Financial Accounting Standards Board (FASB) pronouncements issued after November 30, 1989, for
proprietary activities, unless the GASB amends its pronouncements to specifically adopt FASB pro-
nouncements issued after that date.

13



BELMONT TECHNICAL COLLEGE

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Cash and Cash Equivalents

This classification appears on the Statement of Net Assets and the Statement of Cash Flows and includes
petty cash, cash on deposit with private bank accounts and savings accounts.

For purposes of the statement of cash flows and for presentation of the statement of net assets,
investments with original maturities of three months or less at the time they are purchased by the College
are considered to be cash and cash equivalents. Investments with an initial maturity of more than three
months are reported as investments.

D. Investments

Investments, when purchased, are stated at cost and, if received through gift, at market value at the date of
gift if a market value is available; otherwise, they are stated at an appraisal or nominal value. The
Coallege hasinvested in certificates of deposit during the fiscal year 2006.

E. Recevables

Receivables consist of tuition and fees and charges to students and charges for auxiliary enterprises’ sales
and services. Receivables also include amounts due from the Federal government, state and local
governments, private sources in connections with reimbursements of allowable expenditures made
pursuant to contracts and grants, and pledges that are verifiable, measurable, and expected to be collected
and available for expenditures for which the resource provider’s conditions have been satisfied. Receiv-
ables are recorded net of estimated uncollectible amounts.

F. Allowance for Doubtful Accounts

The allowance for doubtful accounts is determined by management based on the College's historical
losses, specific student circumstances and general economic conditions. Periodically, management
reviews accounts receivable and records an allowance for specific students based on current circum-
stances and charges off the receivable against the allowance when all attempts to collect the receivable
have failed.

G. Inventories

Inventories, consisting of expendable supplies and merchandise for resale, are stated at the lower of cost
or market value using the first-in, first-out method.

H. Capital Assets

Capital assets are stated at cost at date of acquisition or fair market value at date of donation in the case of
gifts. The College capitalizes assets that have a value or cost in excess of $5,000 at the date of acquisition
and an expected useful life of one or more years. Library books are significant in the aggregate and are
therefore also capitalized.
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BELMONT TECHNICAL COLLEGE

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Depreciation is computed using the straight-line method over the estimated useful lives of the assets,
generally 10 to 50 years for buildings, 3 to 15 years for equipment, and 5 years for library books and
materials.

|. Restricted Assets

Restricted assets represent assets whose use is restricted by external parties or by law through constitu-
tional provisions or enabling legislation.

J. Noncurrent Long-Term Liabilities

Noncurrent long-term liabilities include capital |ease obligations and compensated absences that will not
be paid within the next fiscal year.

K. Compensated Absences

The College has adopted GASB No. 16.

Vacation leave and other compensated absences with similar characteristics should be accrued as a
liahility asthe benefits are earned by the employees if both of these conditions are met:

a. Theemployee' sright to receive compensation is attributable to services already rendered.
b. It is probable that the employer will compensate the employees for the benefits through paid
time off or some other means, such as cash payments at termination or retirement.

A liability sick leave and other compensated absences with similar characteristics (hereinafter referred to
as“sick leave’) should be accrued using one of the following termination approaches:

a. The sick leave liability generally would be an estimate based on governmental entity’s past
experience of making termination payments for sick leave, adjusted for the effects of changes
in its termination payment policy and other current factors. This approach is known as the
termination payment method.

b. Thesick leave liability would be an accrual for those employees expected to become eligible
in the near future based on assumptions concerning the probability that individual employees
or classes or groups of employees will become eligible to receive termination benefits. This
accumulation should be reduced to the maximum amount allowed as a termination benefit.
This approach is known as the vesting method.

For sick leave liability, the College uses the vesting method. The College posts a liability for any em-

ployee within five years of retirement. These accumulations are reduced to the maximum amount
allowed as a termination payment.
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BELMONT TECHNICAL COLLEGE

NOTESTO THE FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

L. Deferred Revenue

In accordance with the State of Ohio policy of recording instructional revenues in the year in which the
courses are principally conducted, the College defers certain revenues at June 30 that are applicable to
courses conducted subsequent to June 30.

M. Net Assets
The Colleg€e' s net assets are classified as follows:

Invested in Capital Assets, Net of Related Debt — This represents the College's total investment
in capital assets, net of outstanding debt obligations related to those capital assets.

Restricted Net Assets — Nonexpendable — Nonexpendable restricted net assets include endow-
ments and similar type assets whose use is limited by donors or other outside sources and as a con-
dition of the gift, the principal is to be maintained in perpetuity.

Restricted Net Assets — Expendable — Expendable restricted net assets include resources in which
the College is legally or contractually obligated to spend the resources in accordance with restric-
tions imposed by external parties.

Unrestricted Net Assets — Unrestricted net assets include resources derived from student tuition
and fees, sales and services, unrestricted gifts, and interest income.

Restricted and unrestricted resources are tracked using a fund accounting system and are spent in
accordance with established fund authorities. Fund authorities provide rules for the fund activity
and are separatdy established for restricted and unrestricted activities. When both restricted and
unrestricted funds are available for expenditure, the decision for funding is transactional based
within the departmental management system in place at the College.

N. Scholarship Allowances

Student tuition and fees revenue and certain other revenues from College charges are reported net of
scholarship allowances in the accompanying Statement of Revenues, Expenses, and Changes in Net
Assets. The scholarship allowance is the difference between the actual charge for goods and services
provided by the College and the amount that is paid by students or by third parties on the students' behalf.
Student financial assistance grants, such as Pdl grants, and other federal, state or nongovernmental
programs, are recorded as either operating or non-operating revenues in the accompanying Statement of
Revenues, Expenses, and Changes in Net Assets. To the extent that revenues from these programs are
used to satisfy tuition, fees, and other charges, the College has recorded a scholarship allowance discount.
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NOTE 2-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

0. Revenue and Expense Recognition

The College presents its revenues and expenses as operating or nonoperating based on recognition
definitions from GASB Statement No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust
Funds and Governmental Entities That Use Proprietary Fund Accounting. Operating activities are those
activities that are necessary and essential to the mission of the College. Operating revenues include all
charges to customers, grants received for student financial assistance, and interest earned on loans.
Grants received for student financial assistance are considered operating revenues because they provide
resources for student charges and such programs are necessary and essential to the mission of the College.
Revenues from nonexchange transactions and state appropriations that represent subsidies or gifts to the
College, as well as investment income, are considered nonoperating since these are either investing,
capital or noncapital financing activities. Revenues received for capital financing activities, as wdl as
related expenses, are considered neither operating nor nonoperating activities and are presented after
nonoperating activities on the accompanying statement of Revenues, Expenses, and Changes in Net
Asséts.

P. Budgetary Process

Annually, the Business Office develops a balanced budget for the College based on projected expendi-
tures from department directors and anticipated revenue, including tuition and fees and the subsidy from
the Ohio Board of Regents. The board of trustees approves the budget.

0. Income T axes

Income taxes have not been provided on the general operations of the College because, as a state institu-
tion, itsincome is exempt from Federal income taxes under Section 115 of the Internal Revenue Code.

R. Use of Estimates

Management of the College has made estimates and assumptions relating to the reporting of assets and
liahilities to prepare these financial statements in conformity with accounting principles generally
accepted in the United States of America. Actual results could differ from those estimates.

NOTE 3—CHANGESIN ACCOUNTING PRINCIPLES

The GASB issued Statement No. 42, Accounting and Financial Reporting for Impairment of Capital
Assets and for Insurance Recoveries, which requires the government to report the effect of capital asset
impairment when it occurs and to account for insurance recoveries in asimilar manner. The implementa-
tion of the statement has made no impact on the College's financial reporting or results of financial
position for fiscal year 2006.

The GASB issued Statement No. 46, Net Assets Restricted by Enabling Legislation, which establishes that
any amount of the primary government’s net assets at the end of the reporting period restricted by
enabling legislation should be disclosed in the notes to the financial statements. At June 30, 2006, none
of the College's net assets wererestricted by enabling legislation.
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NOTE 3—CHANGESIN ACCOUNTING PRINCIPLES (Continued)

The GASB issued Statement No. 47, Accounting for Termination Benefits, which requires the govern-
ment to report the effect of termination benefits including early-retirement incentives, severance benefits,
and other termination-related benefits. Termination benefits are benefits provided by employers to
employees as an inducement to hasten the termination of services or as a result of a voluntary early
termination (voluntary termination benefits) or as a consequence of the involuntary early termination of
services (involuntary termination benefits). The implementation of the statement has made no impact on
the College’ s financial reporting or results of financial position for fiscal year 2006.

NOTE 4—STATE SUPPORT

The Collegeis a state-assisted institution of higher education which receives a student-based subsidy from
the State of Ohio. This subsidy is determined annually based on a formula devised by the Ohio Board of
Regents.

In addition to the student subsidies, the State of Ohio provides the funding for the construction of major
plant facilities on the College' s campus. The funding is obtained from the issuance of special abligation
bonds issued by the Ohio Public Facilities Commission (OPFC), which proceeds in turn causes the
construction of subsequent lease of the facility to the Ohio Board of Regents. Upon completion of a
facility, the Board of Regents turns over control to the College, which capitalizes the cost thereof.

Neither the obligation for special obligation bonds issued by OPFC, nor the annual debt service charges
for principal and interest on the bonds are reflected in the College’ s financial statements. These costs are
currently being funded through appropriations to the Board of Regents by the General Assembly.

The facilities are not pledged as collateral for the special obligation bonds. Instead, the bonds are
supported by a pledge of moniesin the Higher Education Bond Service Fund established in the custody of
the Treasurer of State. If sufficient monies are not available from this fund, a pledge exists to assess a
special student fee uniformly applicable to students in the state-assisted institutions of higher education
throughout the state.

A. Construction in progress for any portion of the facilities being financed by state agencies for
use by the College should be recorded on the College’ s books of account until such time as
thefacility is completed.

B. Outstanding debt issued by OPFC is not included on the College’ s balance sheet. 1n addition,
the appropriations by the General Assembly to the Board of Regents for payment of debt ser-
vice are not reflected as appropriation revenue received by the College, and the related debt
service payments are not recorded in the College’ s accounts.
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NOTE 5S—DEPOSITSAND INVESTMENTS

State statutes classify monies held by the College into three categories.

Active deposits are public deposits necessary to meet current demand on the treasury. Such monies must
be maintained either as cash in the College treasury, in commercial accounts payable or withdrawable on
demand, including negotiable order of withdrawal (NOW) accounts, or in money market deposit ac-
counts.

Inactive deposits are public deposits the Board of Trustees has identified as not required for use within the
current two year period of designation of depositories. Inactive deposits must either by evidenced by
certificates of deposit maturing not later than the end of the current period of designation or depositories,
or by savings or deposit accounts including, but not limited to, passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not needed
for immediate use but which will be needed before the end of the current period of designation of deposi-
tories. Interim deposits must be evidenced by time certificates of deposit maturing not more than one
year from the date of deposit or by savings accounts including passbook accounts.

Protection of the College' s deposits is provided by the Federal Deposit Insurance Corporation (FDIC), by
eligible securities pledged by the financial institution as security for repayment, by surety company bonds
deposited with the treasurer by the financial institution or by a single collateral pool established by the
financial institution to secure the repayment of all public monies deposited with the institution.

Interim monies may be deposited or invested in the following securities:

1. United States Treasury Notes, Bills, Bonds, or any other obligation or security issued by the
United States Treasury or any other obligation guaranteed as to principal and interest by the
United States;

2. Bonds, notes, debentures, or any other obligations or securities issued by any federal gov-
ernment agency or instrumentality, including but not limited to, the Federal National Mort-
gage Association, Federal Home L oan Bank, Federal Farm Credit Bank, Federal Home Loan
Mortgage Corporation, Government National M ortgage Association, and Student Loan Mar-
keting Association. All federal agency securities shall be direct issuances of federal govern-
ment agencies or instrumentalities;

3. Written repurchase agreements in the securities listed above provided that the market value of
the securities subject to the repurchase agreement must exceed the principal value of the
agreement by at least two percent and be marked to market daily, and that the term of the
agreement must not exceed thirty days,
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NOTE 5—DEPOSITSAND INVESTMENTS (Continued)

4. Bond and other obligations of the State of Ohio.

5. No-load money market mutual funds consisting exclusively of obligations described in
division (1) or (2) and repurchase agreements secured by such obligations, provided that in-
vestments in securities described in this division are made only through eligible institutions;

6. The State Treasurer’s investment pool (STAROhio);

7. Certain bankers acceptances and commercial paper notes for a period not to exceed one
hundred and eighty days in an amount not to exceed twenty-five percent of the interim mon-
ies available for investment at any onetime.

Investments in stripped principal or interest obligations reverse repurchase agreements and derivatives are
prohibited. The issuance of taxable notes for the purpose of arbitrage, the use of leverage and short
selling areaso prohibited. Aninvestment must mature within five years from the date of purchase unless
matched to a specific obligation or debt of the College, and must be purchased with the expectation that it
will be held to maturity. Investments may only be made through specified dealers and institutions.
Payment for investments may be made only upon delivery of the securities representing the investments
to the treasurer or qualified trustee or, if the securities are not represented by a certificate, upon receipt of
confirmation of transfer from the custodian.

According to State law, public depositories must give security for all public funds on deposit. These
institutions may either specifically collateralize individual accounts in lieu of amounts insured by FDIC,
or may pledge a pool of government securities valued at least 105 percent of the total value of public
monies on deposit at the institution. Repurchase agreements must be secured by the specific government
securities upon which the repurchase agreements are based. These securities must be obligations of or
guaranteed by the United States and mature or be redeemable within 5 years of the date of the related
repurchase agreement. State law does not require security for public deposits and investments to be
maintained in the College’'s name. During 2006, the College and public depositories complied with the
provisions of these statutes.

Cash on Hand:
At year end, the College had $915 in undeposited cash on hand, which is included in the statement of net
assets of the College as part of *equity in pooled cash and cash equivalents.”

Deposits with Financial I nstitutions:

Custodial credit risk is the risk that, in the event of a bank failure, the College' s deposits may not be
returned. All deposits are collateralized with eligible securities in amounts equal to at least 105% of the
carrying value of the deposits. Such collateral, as permitted by the Ohio Revised Code, is held in single
financial institution collateral pools at Federal Reserve Banks, or at member banks of the Federal Reserve
System, in the name of the respective depository bank and pledged as collateral against all of the public
deposits it holds or as specific collateral held at the Federal Reserve Bank in the name of the College.
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NOTE 5—DEPOSITSAND INVESTMENTS (Continued)

At fiscal year-end, the carrying amount of the College's deposits was $8,257,077. Based on the criteria
described in GASB Statement No. 40, “ Deposits and Investment Risk Disclosures,” as of June 30, 2006,
$8,178,194 of the College's bank balance of $8,656,254 was exposed to custodial risk as discussed above,
while $478,060 was covered by Federal Deposit Insurance Corporation.

I nvestments:
As of June 30, 2006, the College had no investments as defined by GASB Statement No.40.

NOTE 6 - RECEIVABLES

Receivables at June 30, 2006 were as follows:

Allowance
Gross for Doubtful Net
Receivables Accounts Receivables
Current Receivables:
Students $ 1,294,425 $ (98,674) $ 1195751
Interest 165,064 0 165,064
EDPS Funds 302,121 0 302,121
Other 144,594 0 144,594
Total Current Receivables $ 1,906,204 $ (986749 $ 1,807,530

NOTE 7—DONOR RESTRICTED ENDOWMENTS

If adonor has not provided specific instructions, state law permits the Board to authorize for expenditure
the new appreciation (realized and unrealized) of the investments of endowment funds. When administer-
ing its power to spend net appreciation, the Board is required to consider the College's “long- and short-
term needs, present and anticipated financial requirements, expected total return on its investments, price-
level trends, and general economic conditions.” Any net appreciation that is spent is required to be spent
for the purposes for which the endowment was established. All expenditures must be approved by the
Board.

At June 30, 2006, there was no net appreciation on donor restricted assets available to be spent.
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NOTE 8 —CAPITAL ASSETS

A summary of the changesin the capital assets is presented as follows:

Capital Assets, Non Depreciable:
Land
Construction in Progress
Total Non-depreciable

Capital Assets, Depreciable:
Land Improvements
Buildings and improvements
Machinery and Equipment
Motor Vehicles
Library books and materials

Total Depreciable

Less Accumulated Depreciation:
Land Improvements
Buildings and improvements
Machinery and Equipment
Motor Vehicles
Library books and materials

Total Depreciable
Total Capital Assets,
Depreciable, net

Capital Assets, net

Balance Balance
July 1, 2005 Additions Reductions  June 30, 2006
$ 276,000 $ 0 $ 0 $ 276,000
121,514 235,554 0 357,068
397,514 235,554 0 633,068
304,992 0 0 304,992
7,859,207 0 0 7,859,207
689,967 72,980 0 762,947
270,788 40,326 (77,612) 233,502
616,313 23,745 640,058
9,741,267 137,051 (77,612) 9,800,706
304,992 0 0 304,992
3,299,933 194,873 0 3,494,806
490,174 49,272 0 539,446
212,396 14,258 77,612 149,042
564,640 25,126 0 589,766
4,872,135 283,529 77,612 5,078,052
4,869,132 (146,478) 0 4,722,654
$ 5,266,646 $ 89,076 $ 0 $ 5,355,722
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NOTE 9—LONG-TERM LIABILITIES

A summary of changesinlong-term liabilitiesis as follows:

Balance Balance Current
July 1, 2005 Additions Reductions  June 30, 2006 Portion
Capital L ease Payable $ 33107 $ 0 $ (33107) $ 0 $ 0
Compensated Absences 347,390 17,558 0 364,948 207,949
Total Long-Term Liabilities $ 380,497 $ 17558 $ (33,107) $ 364948 $ 207,949
NOTE 10—OPERATING EXPENSESBY FUNCTION AND NATURAL CLASS
Saaries Scholarships Supplies and
and and Other
Benefits Fellowships Utilities Services Depreciation Tota
Ingtruction & depart-
mental research $ 3801014 $ 0 $ 454 $ 290949 $ 0 $ 4092417
Public service 45,331 0 0 63,197 0 108,528
Academic support 989,904 0 0 269,824 0 1,259,728
Student services 796,443 0 0 94,416 0 890,859
Ingtitutiona support 1,429,166 0 0 990,951 0 2,420,117
Operations and
maintenance 571,665 0 270,178 176,480 0 1,018,323
Scholarships & grants 0 2,521,815 0 0 0 2,521,815
Auxiliary enterprises 76,224 0 0 867,176 0 943,400
Depreciation 0 0 0 0 283,528 283,528
Totals $ 7,709,747 $ 2521815 $ 270632 $ 2,752,993 $ 283528 $ 13,538,715

NOTE 11 —PENSION AND RETIREMENT PLANS

A. School Employees Retirement System

The College contributes to the School Employees Retirement System (SERS), a cost-sharing multiple
employer defined benefit pension plan. SERS provides retirement and disability benefits, annual cost-of-
living adjustments, and death benefits to plan members and beneficiaries. Authority to establish and
amend benefitsis provided by Chapter 3309 of the Ohio Revised Code. SERS issues a publicly available,
stand-alone financial report that includes financial statements and required supplementary information.
That report may be obtained by writing to the School Employees Retirement System, 300 East Broad
Street, Suite 100, Columbus, Ohio 43215-3746 or by calling toll free (800) 878-5853.
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NOTE 11 — PENSION AND RETIREMENT PLANS (Continued)

Plan members are required to contribute 10 percent of their annual covered salary and the College is
required to contribute at an actuarially determined rate. The current College rate is 14 percent of annual
covered payroll. The contribution requirements of plan members and employers are established and may
be amended, up to a statutory maximum amount, by the SERS Retirement Board. The College's
required contributions to SERS for the fiscal years ended June 30, 2006, 2005, and 2004 were $229,434,
$223,239, and $212,896 respectively; equal to the required contributions for each year.

B. State Teachers Retirement System

The College participates in the State Teachers Retirement System of Ohio (STRS Ohio), a cost-sharing,
multiple-employer public employee retirement system. STRS Ohio is a statewide retirement plan for
licensed teachers and their faculty members employed in the public schools of Ohio or any schoal,
college, university, instruction or other agency controlled, managed and supported, in whole or in part, by
the state or any palitical subdivision thereof. STRS Ohio provides retirement and disability benefits to
members and death and survivor benefits to beneficiaries. STRS Ohio issues a stand-alone financial
report that may be obtained by writing to STRS Ohio, 275 E. Broad St., Columbus, OH 43215-3371 or by
calling (614) 227-4090, or by visiting the STRS Ohio Web site at www.strsoh.org.

New members have a choice of three retirement plans options. In addition to the Defined Benefit (DB)
Plan, new members are offered a Defined Contribution (DC) Plan and a Combined Plan. The DC Plan
allows members to allocate all their member contributions and employer contributions equal to 10.5% of
earned compensation. The Combined Plan offers features of both the DC Plan and the DB Plan. In the
Combined Plan, member contributions are allocated by the member, and employer contributions are used
to fund the defined benefit payment at a reduced level from the regular DB Plan. Contributions into the
DC Plan and the Combined Plan are credited to member accounts as employers submit their payrall
information to STRS Ohio, generally on a biweekly basis. DC and Combined Plan members will transfer
to the Defined Benefit Plan during their fifth year of membership unless they permanently select the DC
of Combined Plan.

DB Plan Benefits - Benefits are established by Chapter 3307 of the Ohio Revised Code. Any member
may retire who has (1) five years of service credit and attained age 60, (2) 25 years of service credit and
attained age 55, or (3) 30 years of service credit regardless of age. The annual retirement allowance,
payable for life, is the greater of the “formula benefit” or the “money purchase benefit” calculation.
Under the “formula benefit,” the retirement allowance is based on years of credited service and final
average salary, which is the average of the member’s three highest years' salaries. The annual allowance
is calculated by using a base percentage of 2.2% multiplied by the total number of years of service credit
(including Ohio-valued purchased credit) times the final average salary. The 31% year of earned Ohio
service credit is calculated at 2.5%. An additional one-tenth of a percent is added to the calculation for
every year of earned Ohio service over 31 years (2.6% for 32 years, 2.7% for 33 years and so on) 100% of
final average salary isreached. For members with 35 or more years of Ohio contributing service, the first
30 years will be calculated at 2.5% instead of 2.2%. Under the “ money-purchase benefit” calculation, a
member’s lifetime contributions plus interest at specified rates are matched by an equal amount from
other STRS funds. This total is then divided by an actuarially determined annuity factor to determine the
maximum annual -retirement allowance.
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NOTE 11 — PENSION AND RETIREMENT PLANS (Continued)

DC Plan Benefits — Benefits are established by Chapter 3307.80 and 3307.89 of the Ohio Revised Code.
For members who select the DC plan, all member contributions and employer contributions at a rate of
10.5% are placed in an investment account. The member determines how to allocate the member and
employer money among various investment choices. A member is digibleto receive a retirement benefit
at age 50 and termination of employment. The member may elect to receive a lifetime monthly annuity
or a lump-sum withdrawal. Employer contributions into members accounts are vested after the first
anniversary of the first day of paid servicee. Members in the DC Plan who become disabled are entitled
only to their account balance. If a member dies before retirement begins, the member’'s designated
beneficiary is entitled to receive the member’ s account balance.

Combined Plan Benefits — Member contributions are allocated by the member, and employer contribu-
tions are used to fund a defined benefits payment. A member’s defined benefit is determined by multiply-
ing 1% of the member’s final average salary by the member’s year of service credit. The defined benefit
portion of the Combined Plan payment is payable to a member on or after age 60. The defined contribu-
tion portion pf the account may be taken as a lump sum or converted to a lifetime monthly annuity at age
50.

Eligible faculty of Ohio’'s public college and universities may choose to enroll in either STRS Ohio or an
aternative retirement plan (ARP) offered by their employer. Employees have 120 days from their
employment date to select aretirement plan.

A retiree of STRS or other Ohio public retirement system is eligible for reemployment as a teacher
following the elapse of two months from the date of retirement. Contributions are made by the reem-
ployed member and employer during the reemployment. Upon termination of reemployment or age 65,
whichever comes later, the retiree is digible for a money-purchase benefit or lump sum payment in
addition to the original retirement allowance. Effective April 11, 2005, a reemployed retiree may alterna-
tively receive a refund of member contributions with interest before age 65 once employment is termi-
nated.

Benefits are increased annually by the 3 percent of the original base amount for Defined Benefit Plan
participants.

The DB and Combined Plans offer access to health care coverage to eligible retirees who participated in
the plans and their digible dependents. Coverage under the current program includes hospitalization,
physicians' fees, prescription drugs and partial reimbursement of monthly Medicare Part B premiums. By
Ohio law, health care benefits are not guaranteed.

A DB of Combined Plan member with five or more years of credited service who becomes disabled may
qualify for a disability benefit. Eligible spouses and dependents of members who die before retirement
may qualify for survivor benefits. A death benefit of $1,000 is payable to the beneficiary of each deceased
retired member who participated in the Defined Benefit Plan. Death benefit coverage of up to $2,000 can
be purchased by members in the DB, DC or Combined Plans. Various other benefits are available to
members’ beneficiaries.
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NOTE 11 — PENSION AND RETIREMENT PL ANS (Continued)

Chapter 3307 of the Revised Code provides statutory authority for member and employer contributions.
Contribution rates are established by the State Teachers Retirement Board, upon recommendation of its
consulting actuary, not to exceed statutory maximum rates of 10% for members and 14 percent for
employers.

Contribution requirements and the contributions actually made for the fiscal year ended June 30, 2005
(date of most recent information available) 10 percent of covered payroll for members and 14 percent for
employers. The College' s required contributions for the fiscal years ended June 30, 2006, 2005, and 2004
were $558,450, $549,911 and $505,295 respectively; 100 percent has been contributed for each fiscal
year.

NOTE 12 —POST-EMPLOYMENT BENEFITS

The College provides comprehensive health care benefits to retired teachers and their dependents through
the State Teachers Retirement System of Ohio (STRS Ohio) and to retired non-certified employees and
their dependents through the School Employees Retirement System (SERS). Benefits include hospitaliza-
tion, physician's fees, prescription drugs and reimbursement of monthly Medicare premiums. Benefit
provisions and the aobligations to contribute are established by the Systems based on authority granted by
State statute. Both systems are on pay-as-you-go basis.

For STRS Ohio, all benefit recipients are required to pay a portion of health care costs in the form of a
monthly premium. By Ohio Law, health care benefits are not guaranteed and the cost of coverage paid
from STRS Ohio funds shall be included in the employer contribution rate, currently 14 percent of
covered payroll. The board currently allocates employer contributions equal to 1.0 percent of covered
payroll to the Health Care Stabilization Fund from which payments for health care benefits are paid. For
the College, this amount equaled $39,875 during the 2006 fiscal year. The balance in the Health Care
Stabilization Fund was $3.3 billion at June 30, 2005 (latest information available). For the year ended
June 30, 2005 (latest information available), the net health care costs paid by STRS Ohio were
$254,780,000. There were 115,395 digible benefit recipients.

For SERS, the Ohio Revised Code gives SERS the discretionary authority to provide postretirement
health care to retirees and their dependents. Coverage is made available to service retirees with ten or
more years of qualifying service credit, disability and survivor benefit recipients. Effective January 1,
2004, all retirees and the beneficiaries are required to pay a portion of their health care premium. The
portion is based on years of service, Medicare eligibility and retirement status. A safety net isin placefor
retirees whose household income falls below federal poverty levels. Premiums are reduced by 50 percent
for those who apply.

After the allocation for basic benefits, the remainder of the employer’s 14 percent contribution is allo-
cated to providing health care benefits. At June 30, 2005, the health care allocation rate was 3.43 percent.
In addition, SERS levies a surcharge to fund health care benefits equal to 14% of the difference between a
minimum pay and the member’s pay, pro-rated for partial service credit. For fiscal year 2005 (latest
information available), the minimum pay was established at $27,400. The surcharge, added to the
unallocated portion of the 14 percent employer contribution rate, provides for maintenance of the asset
target level for the health care fund. The amount to fund health care benefits for the College, including
surcharge, equaled $80,466 during the 2006 fiscal year.
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Health care benefits are financed on a pay-as-you-go basis. Thetarget level for the health reserve is 150
percent of annual health care expenses, before premium deductions. Net health care costs as of June 30,
2005 (the latest information available), were $178,221,113. As of June 30, 2005 (the date of the most
recent information available), the value of the hedlth care fund was $267.5 million, which is about 168
percent of the next year’s projected net health care costs of $158,770,151. Based on actuarial projections,
the allocated contributions will be insufficient, in the long term, to provide for a health care reserve equal
to at least 150 percent of estimated annual net claim costs. The number of benefit recipients currently
receiving health care benefits is approximatdy 58,123.

NOTE 13— RISK MANAGEMENT

The College is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. During fiscal year 2006, the
Coallege contracted with Utica National Insurance Group for commercial property insurance. The policy
includes a $5,000 deductible.

Professional and general liability is protected by Utica National I nsurance Group with a $5,000,000 single
occurrence limit and no deductible. Vehicles are covered by Utica National Insurance Group and hold a
$250 deductible for comprehensive and a $500 deductible for collision. Automobile liability has a
$1,000,000 combined single limit of liability. Commercial umbrella which provides $5,000,000 limit
coversover all other liability coverage.

Travel accident insurance for employees and trustees is provided by Chubb Insurance Group.

Settled claims have not exceeded this commercial coverage in any of the past three years. There have
been no significant reductions in insurance coverage from last year.

The College pays the State Workers Compensation System a premium based on a rate per $100 of
salaries. Thisrateis calculated based on accident history and administrative costs.

NOTE 14— CONTRACTUAL COMMITMENTS

The College entered into a contractual agreement with Jenzabar for a new Administrative Information
System in Fiscal Year 2005. The amount of the contract was $991,238, of which, $162,514 was paid in
Fiscal Year 2005. The amount capitalized in Fiscal Year 2005 was $121,514 while the balance of
$41,000 was expensed as the first year's service and maintenance agreement. The amount paid in fiscal
year 2006 was $278,194, of which $235,554 was capitalized and $42,640 was expended as the service
and maintenance agreement for the period of February 1, 2006 through January 31, 2007. The remaining
commitment amount is $550,530.
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FOR THE FISCAL YEAR ENDED JUNE 30, 2006

NOTE 15- CONTINGENCIES

A. Grants

The College received financial assistance from federal and state agencies in the form of grants. The
expenditure of funds received under these programs generally requires compliance with terms and a
condition specified in the grant agreements and is subject to audit by the grantor agencies. Any disal-
lowed claims resulting from such audits could become a liahility of the College. However, in the opinion
of management, any such disallowed claims will not have a material adverse effect on the overall finan-
cia position of the College at June 30, 2006.

B. Litigation
The Collegeis currently not party to any legal proceedings.

NOTE 16- COMPONENT UNIT DISCL OSURES

Equity in Pooled Cash and Cash Equivalents and | nvestments:

Deposits - Custodial credit risk istherisk that in the event of afailure of a depository financial institution
or counterparty to a transaction, the inability to recover the value of deposits, investments or collateral
securities in the possession of an outside party. The Foundation has not established a policy for deposits
at this time. At fiscal year-end, the carrying amount of the Foundation’s deposits was $219,030. Of the
June 30, 2006 bank balances of $220,030, $102,196 was covered by federal depository insurance and the
remaining balance of $117,834 is unsecured.

Investments — As of June 30, 2006 the Foundation had the following investments and maturities:

Investment Maturities

Fair Lessthan 1-5 5-10 More Than
Investment Type Value One Year Years Years 10 Years
Equity Funds $ 82,897 $ 82,897 $ 0 $ 0 $ 0
Fixed Income Funds 27,528 0 0 0 27,528
Mutud Funds 4,733 4,733 0 0 0
Totd $ 115,158 $ 87,630 $ 0 $ 0 $ 27,528

Interest Rate Risk - Interest raterisk is therisk that changes in interest rates will adversely affect the fair
value of an investment. The Foundation's investment policy does not specifically limit investment
maturities as a means of managing its exposureto fair value losses arising from increasing interest rates.

Credit Risk - Credit risk istherisk that an issuer or other counterparty to an investment will not fulfill its
obligations. The Foundation's investment policy limits investments in fixed income securities and
corporate issues. Individual marketable bonds, at the time of purchase, must be rated “A” or better, and
commercial paper must have arating of not less than “BBB” by Standard & Poor’s.
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NOTE 16- COMPONENT UNIT DISCLOSURES (Continued)

As of June 30, 2006, the Foundation had the following investments and quality ratings:

Endowment Investment Type Rating Fair Vaue
Fixed Income
Municipal Bonds AAl $ 4,666
AA3 9,527
AAA 9,585
Corporate Bonds and Notes B- 3,750
Equity
Common Stock 82,897
Mutua Funds 4,733
$ 115,158

Concentration of Credit Risk - The Foundation places a limit of no more than 30% of the fixed income
portion, at cost, can be invested in any oneissuer, excluding obligations of the United States government.
The following table includes the percentage to total of each investment type held by the Foundation at
June 30, 2006:

Fair Percent
Investment Type Value of Total
Fixed Income $ 27,528 24%
Equities 82,897 2%
Equities 4,733 4%
Total $ 115,158 100%

Pledges Receivable

Unconditional promises are included in the financial statements as pledges receivable and revenue of the
appropriate net asset category. The Foundation’'s pledges receivable consisted of amounts pledged by
employees of the College and are expected to be fully collected by December 31, 2006.

Support Provided to the College

During the year ended June 30, 2006 the Foundation provided resources of $1,000 to or on behalf of the
Coallege for scholarships and other purposes.
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Rea & Associates, Inc.

ACCOUNTANTS AND BUSINESS CONSULTANTS

November 21, 2006

The Board of Trustees
Belmont Technical College
St Clairsville, Ohio 43950

Independent Auditor’s Report on Internal Control over Financial Reporting
and on Compliance and Other M atters Based on an Audit of
Financial Statements Performed in Accordance
with Government Auditing Standards

We have audited the financial statements of Belmont Technical College and aggregate discretely presented
component unit as of and for the year ended June 30, 2006, and have issued our report thereon dated Novem-
ber 21, 2006. We have conducted our audit in accordance with auditing standards generally accepted in the
United States of America and standards applicable to financial audits contained in Government Auditing
Sandards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered Belmont Technical College sinternal control over finan-
cial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not to provide an opinion on the internal control over financial reporting. Our consid-
eration of theinternal control over financial reporting would not necessarily disclose all matters in the internal
control over financial reporting that might be material weaknesses. A material weakness is a reportable condi-
tion in which the design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material in
relation to the financial statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no matters involving the
internal control over financial reporting and its operation that we consider to be material weaknesses. How-
ever, we noted other matters involving the internal control over financial reporting that we have reported to
management of Belmont Technical College in a separate letter dated November 21, 2006.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Belmont Technical College s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regula-
tions, contracts and grant agreements, noncompliance with which could have a direct and material effect onthe
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results
of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards. However, we noted other matters involving compliance that we have re-
ported to management of Belmont Technical College in a separate letter dated November 21, 2006.

This report is intended solely for the information of the Board of Trustees, management, federal awarding
agencies and pass-through entities and is not intended to be and should not be used by anyone other than these

specified parties.
Hoa Vidoapciothios Se. .
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Rea & Associates, Inc.

ACCOUNTANTS AND BUSINESS CONSULTANTS

November 21, 2006

The Board of Trustees
Belmont Technical College
St. Clairsville, Ohio 43950

Independent Auditor’s Report on Compliance with Requirements Applicable
to Each Mgjor Program and Internal Control Over Compliancein
Accordance with OMB Circular A-133

Compliance

We have audited the compliance of Belmont Technical College with the types of compliance require-
ments described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2006.
Belmont Technical College's major federal programs are identified in the summary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the require-
ments of laws, regulations, contracts, and grants applicable to each of its major federal programs is the
responsibility of Belmont Technical College's management. Our responsibility it to express an opinion
on Belmont Technical College' s compliance based on our audit.

We conducted our audit of compliance with those requirements in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards
and OMB Circulars A-133 require that we plan and perform the audit to obtain reasonable assurance
about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining, on a
test basis, evidence about Belmont Technical College's compliance with those requirements and perform-
ing such other procedures, as we considered necessary in the circumstances. We believe that our audit
provides areasonable basis for our opinion. Our audit does not provide alegal determination on Belmont
Technical College' s compliance with those requirements.

In our opinion, Belmont Technical College complied, in al material respects with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30,
2006. However, we noted certain instances of noncompliance that we have reported to management of
the College in a separate | etter dated November 21, 2006.
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Belmont Technical College

Independent Auditor’s Report on Compliance with Requirements Applicable
to Each Major Program and Internal Control Over Compliancein
Accordance with OMB Circular A-133

November 21, 2006

Page 2

Internal Control over Compliance

The management of Belmont Technical College is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts, and grants applicable
to federal programs. In planning and performing our audit, we considered Belmont Technical College's
internal control over compliance with requirements that could have a direct and material effect on a major
federal program in order to determine our auditing procedures for the purpose of expressing our opinion
on compliance and to test and report on internal control over compliance in accordance with OMB Circu-
lar A-133.

Our consideration of the internal control over compliance would not necessarily disclose all mattersin the
internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that noncompliance with applicable requirements of laws, regulations, contracts and grants
that would be material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over compliance and its operation that we consider to be
material weaknesses. However, we noted other matters involving internal control over compliance and
operations that we have reported to management of the College in a separate letter dated November 21,
2006.

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of Belmont Technical College and the aggregate discretely
presented component unit as of and for the year ended June 30, 2006, and have issued our report thereon
dated November 21, 2006. Our audit was performed for the purpose of forming an opinion on the finan-
cial statements taken as a whole. The accompanying schedule of expenditures of federal awards is pre-
sented for purposes of additional analysis as required by OMB Circular A-133 and is not a required part
of the basic financial statements of Belmont Technical College. Such information has been subjected to
the auditing procedures applied in the audit of the financial statements and, in our opinion, isfairly stated,
in all material respects, in relation to the financial statements taken as awhole.

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

RN
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BELMONT TECHNICAL COLLEGE
Belmont County

Schedule of Expenditures of Federal Awards
June 30, 2006

Agency
Program
Grant

U.S. Department of Education
Student Financial Assistance Cluster:

Federal Family Education Loan Program (See Note A)
Federal Pell Grant Program
Federal Work Study

Tota Student Financial Assistance Cluster

Passed through Ohio Department of Education:
Vocationa Education Basic Grant

Total U.S. Department of Education

U.S. Department of Agriculture
Passed through the Ohio Department of Education:

Child Care Food Program

Total Federal Financial Assistance

Note A - Guaranteed Student Loans

For thefiscal year 2005 - 2006, the College certified need for $2,836,264 in Guaranteed Student Loans

and Supplemental Loans.

Note B - Pdll Distribution

Federal
CFDA
Number Receipts Disbursements
84.032 $ 2,836,264 $ 2,836,264
84.063 2,463,271 2,463,271
84.033 38,662 38,662
5,338,197 5,338,197
84.048 61,946 61,946
5,400,143 5,400,143
10.558 2,282 2,282
$ 5,402,425 $ 5,402,425

Pell Grant money distributed to the College's Unrestricted and Auxiliary Funds for tuition and

fees was $1,301,998 and the balance distributed to students was $1,161,273.

Note C - Significant Accounting Policies

The accompanying Schedule of Expenditures of Federal Awards is a summary of the activity of the
College's federal awards programs. The schedule has been prepared on the cash basis of accounting.

Federal receipts are not required to be included in the schedule, however, the Ohio Department of Education

requests receipts be included.



BELMONT TECHNICAL COLLEGE

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133, SECTON .505
JUNE 30, 2006

1. SUMMARY OF AUDITOR’'SRESULTS

(@A) (@) Type of Financial Statement Unqualified
Opinion
(d)(1)(ii) Were there any material control weakness No

conditions reported at the financial statement
level (GAGAS)?

(d)(1)(iii) Was there any reported material non- No
compliance at the financial statement
level (GAGAS)?

(d)(D)(iv) Were there any material internal control No
weakness conditions reported for major
federal programs?

(d)(D)(iv) Were there any other reportable internal No
control weakness conditions reported for
major federal programs?

(d)(1)(v) Type of Magjor Programs Unqualified
Compliance Opinion
(d)(1)(vi) Arethere any reportable findings under No
Section .5107?
(d)(2)(vii) Major Programs (list): Student Financial Assistance
Cluster:
CFDA #84.063, 84.033, 84.032
(d)(D)(viii) Dollar Threshold: Type A/B Type A: >$300,000
Programs Type B: All others
(d)(1)(ix) Low Risk Auditee? Yes

2. FINDINGSRELATING TO THE FINANCIAL STATEMENTS

Material Noncompliance

FINDING NUMBER

None

3. FINDINGS AND QUESTIONED COSTSFOR FEDERAL AWARDS

None.
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