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INDEPENDENT AUDITORS’ REPORT

Board of Trustees
Rio Grande Community College
Gallia County

We have audited the accompanying financial statements of the business-type activities of Rio Grande
Community College, Gallia County, Ohio (the College), as of and for the years ended June 30, 2011 and
2010, which collectively comprise the College’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the College’s management. Our
responsibility is to express an opinion on these financial statements based on our audits.

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of Rio Grande Community College, as of June
30, 2011 and 2010, and the respective changes in financial position and cash flows, thereof for the years
then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated December 12,
2011 on our consideration of Rio Grande 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 the internal control over financial reporting or on compliance. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be considered in
assessing the results of our audit.

The Management’s Discussion and Analysis on pages 2 — 6 is not a required part of the basic financial
statements but is supplementary information required by 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 required
supplementary information. However, we did not audit the information and express no opinion on it.

C)pv'um. g&gtf“ /“"Z‘M fe.

Springfield, Ohio
December 12, 2011

2525 north limestone street, ste. 103
springfield, oh 45503

www.cshco.com
p. 937.399.2000
f. 937.399.5433
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Rio Grande Community College

Gallia County, Ohio

Management’s Discussion and Analysis
For the Year Ended June 30, 2011
(Unaudited)

The discussion and analysis of Rio Grande Community College’s financial statements provide an
overview of the College’s financial activities for the fiscal years ended June 30, 2011 and 2010.
Management has prepared the financial statements and the related footnote disclosures along with this
discussion and analysis. Responsibility for the completeness and fairness of this information rests with
the College’s management.

Using this report
The following activities are included in the financial statements:

Primary Institution (College) — Most of the programs and services generally associated with a college fall
into this category, including instruction, public service and support services.

Management’s discussion and analysis is focused on the Primary Institution. The College’s financial basic
statements are designed to emulate corporate presentation models whereby all College activities are
consolidated into one total. The focus of the Statement of Net Assets is designed to present the College’s
financial position as of a point in time. This statement combines current financial resources (short-term
spendable resources) with capital assets and other long-term resources. The Statement of Revenues,
Expenses, and Changes in Net Assets focus on the change in net assets over the year to indicate
whether there has been improvement or erosion of the College’s financial health.

Financial highlights

The College’s financial position remained steady during the fiscal year ended June 30, 2011. The current
assets decreased by less than 1% from the previous fiscal year primarily due to an increase in overall
cash and cash equivalents as a result of the increased accounts payable to be paid in next fiscal year.

During the fiscal year ended June 30, 2011, the College’s expenses exceeded revenues and other
support creating a decrease in net assets of $1,046,422 (compared to a $618,357 decrease from the
previous fiscal year). These decreases are due to depreciation expense being recorded each year and
the start-up expenses for the first year of operation at the McArthur Center, including additional staff to
accommodate the increase in student enroliment. Reductions in funding from state grants and the
College’s state subsidy also contributed to the decrease.

The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net
Assets

One of the most important questions asked about the College’s finances is, “Is the College as a whole
better off or worse off as a result of the year’s activities?” The Statement of Net Assets and the
Statement of Revenues, Expenses, and Changes in Net Assets report information on the College as a
whole and on its activities in a way that helps answer this question. The relationship between revenues
and expenses may be thought of as the College’s operating results.

These two statements report the College’s net assets and the changes that occur in them during the year.
You can think of the difference between assets and liabilities as one way to measure the College’s
financial health, or financial position. Over time, increases or decreases in the College’s net assets are
one indicator of whether its financial health is improving or deteriorating.

You will need to consider many other nonfinancial factors, such as the trend in College recruiting, student
retention, condition of the buildings and campus, new buildings in off-campus locations opened during the
year, and the strength of the instructional services, to accurately assess the overall health of the College.



Rio Grande Community College

Gallia County, Ohio

Management’s Discussion and Analysis
For the Year Ended June 30, 2011

(Unaudited)

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

A comparative summary of the major components of the College’s net assets follows:

Net Assets
As of June 30

Current assets $
Noncurrent assets:
Capital assets (net of depreciation)

Current liabilities
Noncurrent liabilities

Net assets:
Invested in capital assets
Restricted to capital projects
Unrestricted

$

(Restated) (Restated)
2011 2010 2009
3,986,407 3,992,264 3,400,280
12,039,391 13,037,774 14,090,645
16,025,798 17,030,038 17,490,925
1,644,572 1,451,248 1,147,671
1,829,596 1,980,738 2,126,845
3,474,168 3,431,986 3,274,516
10,071,054 10,922,916 11,834,147
1,195,241 1,192,838 948,316
1,285,335 1,482,298 1,433,946
12,551,630 13,598,052 14,216,409

The primary changes on the Statement of Net Assets relate to:

The increase and decrease of current assets are indicative of a negative cash flow related to the
timing of receivables and payables and the expenses in connection with the instructional contract
with the University of Rio Grande, and start-up costs and the first year of operation at the

McArthur Center.

Significant increase in accounts payable is related to the timing of payables at year end.
Capital asset decreases were caused by current year depreciation expense during the fiscal year.



Rio Grande Community College

Gallia County, Ohio

Management’s Discussion and Analysis
For the Year Ended June 30, 2011
(Unaudited)

A comparative summary of the College’s revenues, expenses and changes in net assets follows:

Operating Results
For the Year Ended June 30
(Restated) (Restated)

2011 2010 2009
Operating revenues:
Student tuition $ 5,193,942 4,684,802 3,982,069
Federal grants and contracts 237,236 225,112 196,191
State grants 54,493 121,748 196,006
Other 1,029 663 566
Total operating revenues 5,486,700 5,032,325 4,374,832
Operating expenses:
Educational and General:
Instructional support 10,783,989 10,446,337 10,289,513
Institutional support 958,563 832,720 935,212
Depreciation 1,298,104 1,116,578 1,222,403
Total operating expenses 13,040,656 12,395,635 12,447,128
Operating loss (7,553,956) (7,363,310) (8,072,296)
Nonoperating revenues:
State appropriations 5,231,179 5,489,496 5,652,655
Property Taxes 951,228 936,578 933,771
Investment income 23,003 16,755 46,638
Total nonoperating income 6,205,410 6,442,829 6,633,064
Loss before other revenues, expenses, gains or losses (1,348,546) (920,481) (1,439,232)
Capital appropriations 302,124 302,124 247,057
Change in net assets (1,046,422) (618,357) (1,192,175)
Net assets - beginning of year, as restated 13,598,052 14,216,409 15,408,584
Net assets - end of year, as restated $ 12,551,630 13,598,052 14,216,409

Operating revenues

Operating revenues include all operating transactions of the College, including tuition. In addition, certain
federal and state grants are considered operating if they are not for capital purposes and are considered
a contract for services.

Operating revenue changes were primarily the result of the following factors:

e Student tuition revenue increased 10.7%, which is in direct correlation with a significant increase
in enrollment.

e State grants and contracts decreased approximately 55.2% from the prior year, because certain
grant programs, in which the college participated, were eliminated in the previous biennial State
budget.



Rio Grande Community College

Gallia County, Ohio

Management’s Discussion and Analysis
For the Year Ended June 30, 2011
(Unaudited)

Operating expenses

Operating expenses are all the costs necessary to perform and conduct the programs and primary
purposes of the College. The operating expense changes were primarily the result of the following
factors.

e Instructional contract expense increased only slightly (approximately 3.2%) for 2011, based
primarily on the increase in the funding formula provided in the contract between the University of
Rio Grande and Rio Grande Community College.

e Administrative expenses, which are a component of Institutional expense, increased due to
additional administrative expenses that were incurred in 2011 related to the increased costs
related to the operation of the Meigs Center and additional costs associated with start-up of the
McArthur Center.

Nonoperating revenues
Nonoperating revenues are all revenue sources that are primarily non-exchange in nature. They consist
primarily of State appropriations, local tax revenues and investment income.

State appropriations for 2011 decreased 4.7% when compared to 2010. This decrease was in
accordance with the state funding formula decreases.

Other revenue sources

Other revenues consist of items that are typically nonrecurring, extraordinary, or unusual to the College,
primarily State of Ohio capital appropriations. Other revenues changes were primarily the result of a State
capital appropriation in the amount of $302,124 designated for future capital projects.

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 period. The Statement of Cash Flows also helps users assess an entity’s ability to generate
future net cash flows, its ability to meet its obligations as they come due, and its need for external
financing.

A comparative summary of the College’s cash flows are as follows:

Cash Flows
For the Year Ended June 30

2011 2010 2009
Net cash from:
Operating activities $ (6,146,113) (5,948,383) (7,345,611)
Noncapital financing activities 6,197,305 6,328,719 6,625,109
Capital and related financing activities 17,138 96,777 (121,560)
Investing activities 23,003 16,755 46,638
Change in cash and cash equivalents 91,333 493,868 (795,424)
Cash and cash equivalents - beginning of year 2,186,452 1,692,584 2,488,008
Cash and cash equivalents - end of year $ 2277785 2,186,452 1,692,584




Rio Grande Community College

Gallia County, Ohio

Management’s Discussion and Analysis
For the Year Ended June 30, 2011
(Unaudited)

For the year ended June 30, 2011 the net cash used by operating activities ($6.1 million) indicates that
the College used more cash for instructional and administrative costs than it received from sources such
as student tuition and certain federal and state grants. These costs included the instructional contract with
the University of Rio Grande. However, this amount is offset by the net cash from noncapital financing
activities of $6.2 million and is indicative of the tremendous need that the College has for the
appropriations from the State and local tax levies.

The cash position of the College increased $91,333 from 2010 to 2011 primarily due to the increase in
property tax revenues.

Capital assets
At June 30, 2011, the College had $12.04 million invested in capital assets, net of accumulated

depreciation of $26.6 million. Depreciation charges totaled $1.3 million for the current fiscal year. A
comparative summary of these assets is as follows:

Capital Assets, Net of Accumulated Depreciation

As of June 30
2011 2010 2009
Land and land improvements $ 57,941 113,358 168,775
Buildings 11,537,461 12,438,761 13,340,060
Building improvements 229,463 224,956 290,578
Equipment 214,526 260,699 291,232

$ 12,039,391 13,037,774 14,090,645

In 2008, the college entered into a capital lease with the Meigs County Community Improvement
Corporation for the construction and lease of a building in Meigs County. The building is recorded as an
asset of $2,411,421. The college will make lease payments for 15 years and then have the option to
purchase the building for $1 at the end of the lease term. The college also added equipment necessary
to operate the facility, which opened in 2009.

More detailed information about the College’s capital assets is presented in the notes to the basic
financial statements.

Economic factors that will affect the future

The economic position of the College is closely tied to that of the State. The current State budget is
unclear at this time for the next biennium. Effective with fall 2011 semester, the Board of Trustees voted
to increase fees by 3.5%. Itis also unknown at this time if the Board will decide to increase tuition or fees
for fall 2012.

Contacting the college’s financial management

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of Rio Grande Community College’s finances and to show the College’s accountability for the
money it receives. If you have questions about this report or need additional financial information contact
the Financial Administrative Office at Rio Grande Community College, 218 North College Street, P.O. Box
326, Rio Grande, Ohio 45674 or call (740) 245-7236.



Assets

Current assets:
Cash and cash equivalents
Receivables:
Tuition
Intergovernmental
Property taxes
Prepaid expenses

Noncurrent assets:
Capital assets

Liabilities and Net Assets

Current liabilities:
Accounts payable and accrued liabilities
Current installments of capital lease obligations
Unearned revenue

Noncurrent liabilities:
Capital lease obligations, less current installments

Net assets:
Invested in capital assets
Restricted:
Capital projects
Unrestricted

Rio Grande Community College
Gallia County, Ohio

Statements of Net Assets

As of June 30, 2011 and 2010

(Restated)

2011 2010
2,277,785 2,186,452
642,415 578,609
92,482 363,086
968,126 858,104
5,599 6,013
3,986,407 3,992,264
12,039,391 13,037,774
16,025,798 17,030,038
611,672 547,889
138,741 134,120
894,159 769,239
1,644,572 1,451,248
1,829,596 1,980,738
3,474,168 3,431,986
10,071,054 10,922,916
1,195,241 1,192,838
1,285,335 1,482,298
12,551,630 13,598,052

See accompanying notes to the basic financial statements.



Operating revenues:
Student tuition
Federal grants and contracts
State grants
Other

Total operating revenues

Operating expenses:
Instructional contract expense
Bad debt/collection expenses
Contractual costs - Title 11l
Credit card costs
Grant expenses
Salaries
Fringe benefits
Advertising/promotions
Professional fees
Office expenses
Travel and conferences
Dues and subscriptions
Insurance
Other expenses
Interest expense
Depreciation

Total operating expenses
Operating loss

Nonoperating revenues:
State appropriations
Property taxes
Investment income

Total nonoperating revenues

Loss before other revenues, expenses, gains or losses

Capital appropriations
Change in net assets
Net assets - beginning of year, as restated

Net assets - end of year, as restated

Rio Grande Community College

Gallia County, Ohio

Statements of Revenues, Expenses and Changes in Net Assets
For the Years Ended June 30, 2011 and 2010

(Restated)
2011 2010

$ 5,193,942 4,684,802
237,236 225,112
54,493 121,748
1,029 663
5,486,700 5,032,325
10,509,897 10,185,476
35,563 17,581
6,893 252
1,913 2,916
274,092 260,861
383,930 324,008
185,293 198,496
45,280 30,952
45,575 36,770
48,166 46,124
53,513 17,328
26,685 29,581
14,575 15,555
41,285 38,398
69,892 74,759
1,298,104 1,116,578
13,040,656 12,395,635
(7,553,956) (7,363,310)
5,231,179 5,489,496
951,228 936,578
23,003 16,755
6,205,410 6,442,829
(1,348,546) (920,481)
302,124 302,124
(1,046,422) (618,357)
13,598,052 14,216,409
$ 12,551,630 13,598,052

See accompanying notes to the basic financial statements.
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Cash flows from operating activities:
Tuition and fees
Grants
Other revenue
Contract payments to University of Rio Grande
Grant transfers to University of Rio Grande
Payments to employees for wages & benefits
Payments to vendors

Net cash used by operating activities

Cash flows from noncapital financing activities:
State appropriations
Property taxes

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:

Capital appropriations
Principal payments on capital lease obligations
Capital asset purchases

Net cash provided by capital and
related financing activities

Cash flows from investing activities:
Interest on investments

Net cash provided by investing activities

Change in cash and cash equivalents

Cash and cash equivalents - beginning of year
Cash and cash equivalents - end of year

Reconciliation of operating loss to net cash
Used by operating activities:
Operating loss

Adjustments to reconcile operating loss to net cash
Used by operating activities:
Depreciation expense
Provision for bad debts
Changes in assets and liabilities:
Receivables:
Tuition
Intergovernmental
Prepaid expenses
Accounts payable and accrued liabilities

Net cash used by operating activities

Supplemental disclosure of noncash investing and financing activities

Capital assets acquired as accounts payable

Rio Grande Community College
Gallia County, Ohio
Statements of Cash Flows

For the Years Ended June 30, 2011 and 2010

(Restated)
2011 2010
5,130,136 4,543,268
526,770 383,224
1,029 663
(10,509,897) (9,847,890)
(274,092) (260,861)
(569,223) (522,504)
(450,836) (244,283)
(6,146,113) (5,948,383)
5,231,179 5,489,496
966,126 839,223
6,197,305 6,328,719
302,124 302,124
(146,521) (141,640)
(138,465) (63,707)
17,138 96,777
23,003 16,755
23,003 16,755
91,333 493,868
2,186,452 1,692,584
2,277,785 2,186,452
(7,553,956) (7,363,310)
1,298,104 1,116,578
35,563 17,581
(63,806) (141,534)
235,041 36,364
414 398
(97,473) 385,540
(6,146,113) (5,948,383)
161,256 -

See accompanying notes to the basic financial statements.
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Rio Grande Community College
Gallia County, Ohio
For the Years Ended June 30, 2011 and 2010

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

The following accounting principles and practices of the College are set forth to facilitate the
understanding of data presented in the financial statements:

Entity

The Rio Grande Community College (the "College") is a body politic and corporate established for
the purpose of exercising the rights and privileges conveyed to it by the constitution and laws of the
State of Ohio.

The College was formed after the creation of a community college district, as defined in Ohio
Revised Code Chapter 3354. The College is an institution of higher learning dedicated to providing
the residents of the community college district with low-cost higher education in various academic
and technical areas, for the purpose of gaining credit for further academic achievement. The College
operates under the direction of an appointed nine-member Board of Trustees. Three members of this
board are appointed by the Governor of the State of Ohio. The remaining six members are appointed
by the Boards of County Commissioners within the community college district, with one from each of
the four counties in the district (Meigs, Gallia, Jackson, and Vinton), and two by joint action of the
four counties. A president is contracted by the Board of Trustees through an agreement with the
University of Rio Grande (see Note 12). An appointed Vice-President for Financial and
Administrative Affairs is the custodian of funds and investment officer and is also responsible for the
fiscal controls of the resources of the College.

Financial statement presentation

The accompanying financial statements have been prepared in accordance with accounting principles
generally accepted in the United States of America as prescribed by the Governmental Accounting
Standards Board (GASB). Rio Grande Community College also applies Financial Accounting Standards
Board (FASB) Statements and Interpretations issued on or before November 30, 1989, provided they do
not conflict with or contradict GASB pronouncements. In accordance with GASB Statement No. 35, Basic
Financial Statements — and Management’s Discussion and Analysis — for Public Colleges and
Universities (GASB No. 35) and subsequent standards issued by GASB, the financial statement
presentation is intended to provide a comprehensive, entity-wide perspective of the College’s assets,
liabilities, net assets, revenues, expenses, changes in net assets and cash flows.

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 obligations have been incurred. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by providers have been met. In
accordance with GASB Statement No. 20, Accounting and Financial Reporting for Proprietary Funds and
Other Government 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 pronouncements
issued after that date.

-10-



Rio Grande Community College
Gallia County, Ohio
For the Years Ended June 30, 2011 and 2010

The following is a summary of the more significant policies:

Cash and investments

To improve cash management, all cash received by the College is pooled in central bank accounts.
For internal control and accountability purposes, individual fund integrity is maintained through the
College's records.

During fiscal years 2011 and 2010, investments were limited to Certificates of Deposit with local
institutions and interest bearing checking accounts. The College makes investments in accordance
with the Board of Trustees' policy which conforms to the authority granted in the Ohio Revised Code.
The purchase of specific investment instruments is at the discretion of the College's Vice-President
of Financial and Administrative Affairs within these policy guidelines.

Except for investment contracts and money market investments that had a remaining maturity of one
year or less at the time of purchase, investments are reported at fair value, which is based on quoted
market prices. Investment contracts and money market investments that had a remaining maturity of
one year or less at the time of purchase are reported at cost or amortized cost.

Capital assets

Capital assets (except for Title Il assets) with a unit cost of $1,000 or greater, including property,
plant equipment and infrastructure such as roads and sidewalks are carried at cost at the date of
acquisition, or fair value at date of donation. Title Ill capital assets, which include computer
equipment and software at any cost, are carried at cost at the date of acquisition, or fair value at date
of donation. Depreciation is computed using the straight-line method over the estimated useful life of
the asset. Expenses for construction in progress are capitalized as incurred.

The following summarizes the estimated useful life:

Assets Years
Buildings 30
Building Improvements 15
Land Improvements 10
Equipment 3
Computer Technology 3

Property and equipment under capital lease obligations are amortized on the straight-line method
over the shorter period of the lease term or the estimated useful life of the asset.

Receivables

Receivables at June 30, 2011 and 2010 consist primarily of student tuition, grants and property
taxes. Receivables are reported at net of allowance for uncollectible accounts, if necessary. As of
June 30, 2011 and 2010, management believes that no allowance for uncollectible accounts is
necessary.

-11-



Rio Grande Community College
Gallia County, Ohio
For the Years Ended June 30, 2011 and 2010

Pensions
The provision for pension costs are recorded when the related payroll is accrued and the obligation is
incurred.

Compensated absences
The College does not record a liability for sick leave and vacation. The amounts due are considered
immaterial to the basic financial statements, and are recorded as an expense in the period incurred.

Operating revenues
All revenues from programmatic sources are considered to be operating revenues. Included in
nonoperating revenues are state appropriations, property tax revenue and investment income.

Federal financial assistance programs
The College participates in federally funded programs for Higher Educational Institutional Aid, Tech-
Prep Education, Vocational Education and Improving Teacher Quality State Grants.

Net assets
The College’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 consist of endowment and
similar type funds in which donors or other outside sources have stipulated, as a condition of the gift
instrument, that the principal is to be maintained inviolate and in perpetuity, and invested for the purpose
of producing present and future income, which may either be expended or added to principal.

At June 30, 2011 and 2010, the College had no nonexpendable restricted assets.

Restricted net assets — expendable. Restricted expendable net assets include resources in which the
College is legally or contractually obligated to spend resources in accordance with restrictions imposed by
external third parties.

Unrestricted net assets - Unrestricted net assets represent resources derived from student tuition and
fees, state appropriations, and sales and services of educational departments and auxiliary enterprises.
These resources are used for transactions relating to the educational and general operations of the
College, and may be used at the discretion of the governing board to meet current expenses for any
purpose.

Estimates

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

-12-



Rio Grande Community College
Gallia County, Ohio
For the Years Ended June 30, 2011 and 2010

Subsequent events

The University evaluates events and transactions occurring subsequent to the date of the financial
statements for matters requiring recognition or disclosure in the financial statements. The
accompanying financial statements consider events through December 12, 2011.

Budgetary process

The budgetary process is prescribed by provisions of the Ohio Revised Code and entails the
preparation of budgetary documents within an established timetable. The major documents prepared
are the tax budget, the certificate of estimated resources, and the appropriation resolution. The
certificate of estimated resources and the appropriations resolution are subject to amendment
throughout the year with the legal restriction that appropriations cannot exceed estimated resources,
as certified. All funds are legally required to be budgeted and appropriated. The legal level of
budgetary control is at the function level. Any budgetary modifications at this level may only be
made by resolution of the Board of Trustees. The key features of the budgetary process are as
follows:

Tax budget: During the Board of Trustees meeting in January, the Vice President for Financial
and Administrative Affairs presents the annual tax budget for the following year to the Board for
consideration and passage. The adopted budget is submitted to the County Auditor, as Secretary
of the County Budget Commission, by January 15, of each year, for the period July 1 to June 30
of the following year.

Estimated resources: The County Budget Commission determines if the budget substantiates a
need to levy all or part of previously authorized taxes and reviews estimated revenue. The
Commission certifies its actions to the College by April 1. As part of this certification, the College
receives the official certificate of estimated resources, which states the projected revenue of
each fund. Prior to June 30, the College must revise its budget so that the total contemplated
expenditures from any fund during the ensuing year will not exceed the amount available as
stated in the certificate of estimated resources. The revised budget then serves as the basis for
the annual appropriation ordinance. On or about July 1, the certificate of estimated resources is
amended to include unencumbered fund balances at June 30 of the preceding year. The
certificate may be further amended during the year if revenue fluctuations are anticipated.

Appropriations: A temporary appropriation ordinance to control expenditures may be passed on
or about July 1 of each year for the period July 1 to September 30. An annual appropriation
ordinance must be passed by October 1 of each year for the period July 1 to June 30. The
appropriation resolution fixes spending authority at the function level. The appropriation
resolution may be amended during the year as new information becomes available, provided that
total fund appropriations do not exceed current estimated resources, as certified. Fund
appropriations may be modified during the year only by a resolution of the Board of Trustees.
During the year, there were no amendments to the original appropriation resolution.

Encumbrances: As part of formal budgetary control, purchase orders, contracts, and other
commitments for the expenditure of monies are recorded as the equivalent of expenditures on
the non-GAAP budgetary basis in order to reserve that portion of the applicable appropriation
and to determine and maintain legal compliance. The Ohio Revised Code prohibits expenditures
plus encumbrances from exceeding appropriations.
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Lapsing of appropriations: At the close of each year, the unencumbered balance of each
appropriation reverts to the respective fund from which it was appropriated and becomes subject
to future appropriations. The encumbered appropriation balance is carried forward to the
succeeding year and is not reappropriated.

2. CASH AND INVESTMENTS:
State law requires the classification of monies held by the college into three categories:

Active Deposits are those monies required to be kept in a cash or near-cash status for immediate use
by the College. Such monies must be maintained either as cash in the College treasury or in
depository accounts payable or withdrawable on demand, including negotiable order for withdrawal
(NOW) accounts or in money market deposit accounts.

Inactive Deposits are those monies not required for use within the current two-year period of
designation of depositories. Inactive monies may be deposited or invested only as certificates of
deposit maturing no later than the end of the current period of designation of depositories, or by
savings or deposit accounts including, but not limited to, passbook accounts.

Interim Deposits are those monies that are not needed for immediate use but will be needed before
the end of the current period of depositories. Interim monies must be evidenced by time certificates
of deposit maturing not more than one year from the date of deposit, or by savings or deposit
accounts.

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

A. 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;

B. Bonds, notes, debentures, or any other obligations or securities issued by any federal
government agency or instrumentality, including but not limited to, the federal home loan
bank, federal farm credit bank, federal home loan mortgage corporation, government national
mortgage association, and student loan marketing association. All federal agency securities
shall be direct issuance of federal government agencies or instrumentalities;

C. Written purchase agreements in the securities listed above provided that the fair 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 fair value daily, and that the term of the
agreement must not exceed thirty days;

D. Bonds and other obligations of the State of Ohio;

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

F. The State Treasurer's investment pool (STAROhio0).

Protection of the College's deposits is provided by the Federal Deposit Insurance Corporation, 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
financial institution.

Deposits - Custodial credit risk is the risk that in the event of a failure 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 College’s policy for deposits is any balance not
covered by depository insurance will be collateralized by the financial institution with pledged securities.
As of June 30, 2011, the College’s bank balance was $2,971,368. Of this amount, $1,368,574 was
covered by federal depository insurance and the remaining $1,602,794 was exposed to custodial risk
because it was secured by collateral pools of U.S. government and municipal securities established by
each respective financial institution for the purpose of pledging a pool of collateral against all public
deposits held, as permitted by Ohio law, as of June 30, 2010, the College’s bank balance was
$2,210,100. Of this amount $1,271,253 was covered by federal depository insurance and the remaining
$938,847 was exposed to custodial risk.

Interest rate risk — The College does not have a formal investment policy that limits investment maturities
as a means of managing its exposure to fair value losses arising from increasing interest rates. In practice
the College manages its exposure to declines in fair values by limiting the maximum maturity of its
investment portfolio to approximately two years.

Credit risk — It is the College’s practice to limit its investments to those explicitly guaranteed by the U.S.
government, to STAR Ohio (rated AAA by Standard & Poor’s), or to high yield cash investments with
authorized banks which pledge pooled securities as collateral.

Concentration of credit risk — The College places no limit on the amount the College may invest in any
one issuer.

3. STATE SUPPORT:

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

In addition to the student subsidies, the State of Ohio provides the funding and constructs major
plant facilities on the College's campus. The funding is obtained from the issuance of revenue bonds
by the Ohio Public Facilities Commission, which is used for the construction and subsequent lease of
the facility by the Ohio Board of Regents. Upon completion of a facility, the Ohio Board of Regents
turns over control to the College, which capitalizes the cost thereof. Neither the obligation for the
revenue bonds issued by the Ohio Public Facilities Commission nor the annual debt-service charges
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for principal and interest on the bonds are reflected in the College's financial statements. These are
currently being funded through appropriations to the Ohio Board of Regents by the Ohio General
Assembly.

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

As a result of the above described financial assistance provided by the State of Ohio to the College,
outstanding debt issued by the Ohio Public Facilities Commission is not included on the College's
Statement of Net Assets. In addition, appropriations by the General Assembly to the Ohio Board of
Regents for payment of debt service charges are not reflected in the appropriations received by the
College's accounts.

4. 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. By contract with the
University of Rio Grande (see Note 12 for further details), comprehensive insurance coverage with
private carriers for real property and building contents is maintained. Real property and contents are
100% coinsured.

Health care insurance coverage is offered to employees through commercial insurance companies.

The College pays the Ohio Bureau of Worker's Compensation a premium based on a rate per $100
of salaries. The rate is calculated based upon accident history and administrative costs.

The College pays all administrative and appointed officials' bonds by statute.

Settled claims have not exceeded commercial coverage in any of the past three years. There have
been no significant changes in coverage from prior years.

5. PENSION PLANS:

Ohio Public Employees Retirement System

Ohio Public Employees Retirement System (OPERS) administers three separate pension plans as
described below:

The Traditional Pension Plan —a cost sharing, multiple-employer defined benefit pension plan.

The Member-Directed Plan —a defined contribution plan in which the member invests both member and
employer contributions (employer contributions vest over five years at 20% per year). Under the Member-

Directed Plan, members accumulate retirement assets equal to the value of member and (vested)
employer contributions plus any investment earnings.
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The Combined Plan —a cost sharing, multiple-employer defined benefit pension plan. Under the
Combined Plan, OPERS invests employer contributions to provide a formula retirement benefit similar in
nature to the Traditional Pension Plan benefit. Member contributions, the investment of which is self-
directed by the members, accumulate retirement assets in a manner similar to the Member-Directed Plan.

OPERS provides retirement, disability, survivor and death benefits and annual cost-of living adjustments
to members of the Traditional Pension and Combined Plans. Members of the Member-Directed Plan do
not qualify for ancillary benefits. Authority to establish and amend benefits is provided in Chapter 145 of
the Ohio Revised Code. OPERS issues a stand-alone financial report. Interested parties may obtain a
copy by writing to OPERS, 277 East Town Street, Columbus, OH 43215-4642, or by calling 614-222-
5601 or 800-222-7377.

The Ohio Revised Code provides statutory authority for member and employer contributions. For 2010,
member and employer contribution rates were consistent across all three plans. The 2010 member
contribution rates were 10.0% of their annual covered salary to fund pensions obligations. The employer
contribution rate was 14.0% of covered payroll. The College's required contributions to OPERS for the
years ended June 30, 2011, 2010, and 2009 were $56,605, $64,775, and $55,673, respectively,
equal to the required contributions for each year.

Alternative Retirement Plan (ARP)

All newly hired full time administrative employees and faculty are eligible to choose an Alternative
Retirement Plan (ARP) rather than the Ohio Public Employees Retirement System (OPERS). Once
an employee decides to enroll in an ARP or the state retirement plan, the decision is irrevocable
during their employment with the College. Employees have 90 days from the date of hire to decide
into which retirement system they wish to enroll. If no decision is made, they will be assigned the
appropriate state retirement plan based upon the position for which they were hired.

Vesting of contributions made by the College occurs in accordance with the following vesting
schedule:

Years of Percentage
Service Vested
Less than 2 0%
2 25%
3 50%
4 75%
5 100%

The seven companies approved to offer an ARP for the University employees are Aetna, Equitable,
Great American Life, Lincoln National Life, Nationwide Life, TIAA-CREF and VALIC.

No employees have elected to participate in the alternative retirement plan for the years ended June
30, 2011 and 2010.
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403(b) Plan

Effective April 1, 2004, the Rio Grande Community College Board of Trustees approved a 403(b)
plan for its employees. The plan calls for the College to match voluntary withholdings of the
employee up to 5% of the employees annual salary.

Vesting of matching contributions made by the College occurs in accordance with the following
vesting schedule:

Years of Percentage
Service Vested
Less than 1 0%
1 20%
2 40%
3 60%
4 80%
5 100%

Employees are eligible to participate in the plan after six months of employment with the College.
Contributions on behalf of employees for the years ended June 30, 2011, 2010, and 2009 was
$8,192, $11,415 and $7,743 respectively.

6. POSTEMPLOYMENT BENEFITS:

Ohio Public Employees Retirement System

Ohio Public Employees Retirement System (OPERS) administers three separate pension plans: The
Traditional Pension Plan—a cost-sharing, multiple-employer defined benefit pension plan; the Member-
Directed Plan—a defined contribution plan; and the Combined Plan—a cost-sharing, multiple-employer
defined benefit pension plan that has elements of both a defined benefit and defined contribution plan.

OPERS maintains a cost-sharing multiple employer defined benefit post-employment healthcare plan,
which includes a medical plan, prescription drug program and Medicare Part B premium reimbursement,
to qualifying members of both the Traditional Pension and the Combined Plans. Members of the
Member-Directed Plan do not qualify for ancillary benefits, including post-employment health care
coverage.

In order to qualify for postretirement health care coverage, age-and-service retirees under the Traditional
Pension and Combined Plans must have 10 or more years of qualifying Ohio service credit. Health care
coverage for disability benefit recipients and qualified survivor benefit recipients is available. The health
care coverage provided by OPERS meets the definition of an Other Post-employment Benefit (OPEB) as
described in GASB Statement 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB benéefits to its eligible
members and beneficiaries. Authority to establish and amend benefits is provided in Chapter 145 of the

Ohio Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy by writing OPERS,
277 East Town Street, Columbus OH 43215-4642, or by calling 614-222-5601 or 800-222-7377.
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The Ohio Revised Code provides the statutory authority requiring public employers to fund post
retirement health care through their contributions to OPERS. A portion of each employer’s contribution to
OPERS is set aside for the funding of post retirement health care benefits.

Employer contribution rates are expressed as a percentage of the covered payroll of active members. In
2011, state and local employers contributed at a rate of at a rate of 14.0% of covered payroll. The Ohio

Revised Code currently limits the employer contribution to a rate not to exceed 14.0% of covered payroll
for state and local employer units and 18.1% of covered payroll for law and public safety employer units.
Active members do not make contributions to the OPEB Plan.

OPERS’ Post Employment Health Care plan was established under, and is administered in accordance
with, Internal Revenue Code 401(h). Each year, the OPERS Retirement Board determines the portion of
the employer contribution rate that will be set aside for funding of post-employment health care benefits.
The portion of employer contributions allocated to health care members in the Traditional Plan was 5.5%
from January 1 through February 28, 2010 and 5.0% from March 1 through December 31, 2010. The
portion of employer contributions allocated to health care members in the Combined Plan was 4.73%
from January 1 through February 28, 2010 and 4.23% from March 1 through December 31, 2010. The
OPERS Retirement Board is also authorized to establish rules for the payment of a portion of the heath
care benefits provided, by the retiree or their surviving beneficiaries. Payment amounts vary depending
on the number of covered dependents and the coverage selected.

The amount of the College’s contributions to OPERS to fund post-employment benefits for the years
ended June 30, 2011, 2010, and 2009 were $20,214, $32,387, and $27,837, respectively.

OPERS Retirement Board Implements its Health Care Preservation Plan: The Health Care Preservation
Plan (HCPP) adopted by the OPERS Retirement Board of Trustees September 9, 2004, was effective
January 1, 2007. Member and employer contribution rates increased as of January 1, 2006, January 1,
2007 and January 1, 2008, which allowed additional funds to be allocated to the health care plan.

7. PROPERTY TAX:

Property taxes are levied and assessed on a calendar year basis while the College fiscal year runs
from July through June. First half tax collections are received by the College in the second half of the
fiscal year. Second half tax distributions occur in the first half of the following fiscal year.

Property taxes include amounts levied against all real, public utility, and tangible personal property
located in the various counties. Property tax revenue received during calendar 2011 for real and
public utility property taxes represents collections of calendar 2010 taxes. Property tax payments
received during calendar 2010 for tangible personal property (other than public utility property) are
for calendar 2011 taxes.

2011 real property taxes are levied after April 1, 2011, on the assessed value as of January 1, 2011,

the lien date. Assessed values are established by State law at thirty-five percent of appraised market
value.
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Public utility tangible personal property currently is assessed at varying percentages of true value;
public utility real property is assessed at thirty-five percent of true value. 2011 public utility property
taxes became a lien December 31, 2010, are levied after April 1, 2011 and are collected in 2011 with
real property taxes.

2011 tangible personal property taxes are levied after April 1, 2010, on the value as of December 31,
2010. Collections are made in 2011. Tangible personal property assessments are twenty-five percent
of true value.

Real property taxes are payable annually or semiannually. If paid annually, payment is due
December 31; if paid semiannually, the first payment is due December 31 with the remainder payable
by June 20. Under certain circumstances, State statute permits alternate payment dates to be
established.

Tangible personal property taxes paid by multi-county taxpayers are due September 20. Single
county taxpayers may pay annually or semiannually. If paid annually, payment is due April 30; if paid
semiannually, the first payment is due April 30, with the remainder payable by September 20.

The assessed values upon which the fiscal year 2011 taxes were collected for the College are:

Gallia County Jackson County Meigs County Vinton County Hocking County

Agricultural/Residential
and Other Real Estate
(2010 Valuation) $ 466,552,880 428,648,950 276,925,620 157,172,480 34,440

Public Utility Personal
(2010 Valuation) 228,717,340 47,586,050 41,566,040 32,079,390 7,650

$ 695,270,220 476,235,000 318,491,660 189,251,870 42,090

Tax rate per $1,000 of
Assessed Valuation 1.00 1.00 1.00 1.00 1.00

The College receives property taxes from Meigs, Vinton, Gallia, Hocking and Jackson Counties. The
County Auditors can periodically advance to the College its portion of the taxes collected. Second-
half real property tax payments collected by the Counties by June 30, 2011, are available to finance
fiscal year 2011 operations. The amount available to be advanced can vary based on the date the tax
bills are sent.

Accrued property taxes receivable represents delinquent taxes outstanding and real property,
tangible personal property, and public utility taxes which became measurable as of June 30, 2011,
and for which there is an enforceable legal claim. Although total property tax collections for the next
fiscal year are measurable, only the amount available as an advance at June 30 is intended to
finance current fiscal year operations. The receivable is therefore offset by a credit to deferred
revenue for that portion not levied to finance current fiscal year operations.
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8. CAPITAL ASSETS:

Capital asset activity for the year ended June 30, 2011 was as follows:

Balance Balance

Classification June 30, 2010 Additions Disposals June 30, 2011
Land $ 2 - - 2
Land improvements 1,027,382 - - 1,027,382
Buildings 29,405,283 - - 29,405,283
Building improvements 4,963,914 53,501 - 5,017,415
Equipment 2,954,703 246,220 48,042 3,152,881
Total capital assets 38,351,284 299,721 48,042 38,602,963
Less: accumulated depreciation
Land improvements 914,026 55,417 - 969,443
Buildings 16,966,523 901,299 - 17,867,822
Building improvements 4,738,958 48,994 - 4,787,952
Equipment 2,694,003 292,394 48,042 2,938,355
Total accumulated depreciation 25,313,510 1,298,104 48,042 26,563,572
Net capital assets $ 13,037,774 (998,383) - 12,039,391

Depreciation expense for the fiscal years ended June 30, 2011 and 2010 was $1,298,104 and

$1,116,578, respectively.

9. FUNCTIONAL AND NATURAL EXPENSE CLASSIFICATIONS:

The accompanying Statement of Revenues, Expenses, and Changes in Net Assets reflect the natural
expense classifications utilized by the College. Functional expense classification would be as follows:

2011 2010
Educational and General:
Instructional Support $ 10,783,989 10,446,337
Institutional Support 958,563 832,720
Depreciation 1,298,104 1,116,578
Total $ 13,040,656 12,395,635
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10. STUDENT FINANCIAL AID:

The student financial aid program of the College is accounted for by the department of student
financial aid of the University of Rio Grande, a private institution of higher education (see Note 12).
The accounts of the department of student financial aid are not reflected in the accompanying
financial statements.

11. CAPITAL LEASE OBLIGATION:

During 2008, the College entered into a capital lease with Meigs County Community Improvement
Corporation for the use of the Meigs Campus. Because the terms and the purchase option ($1 at the
conclusion of the lease term) contained in the lease effectively have created financing arrangements,
the College is required to record this transaction as a capital lease. The aggregate lease payments
were discounted at the inception of the lease and the net present value was recorded as a liability.

The terms of the capital lease include the following:

Capitalized Payment Payment Interest
Cost Frequency Amount Rate Maturity
Meigs Campus $ 2411421 Monthly  $ 18,000 3.392% June 2022
Balance Balance Amount
Outstanding Outstanding Duein
6/30/2010 Additions Reductions 6/30/2011 One Year
Capital lease obligation $ 2,114,858 $ - $ (146,521) $ 1,968,337 $ 138,741

Future minimum lease payments and the present value of the payments under the capital lease
obligation are as follows as of June 30, 2011:

Year ending June 30, 2012 $ 198,000

2013 216,000

2014 216,000

2015 216,000

2016 216,000

2017-2021 1,080,000

2022 216,000

2,358,000

Less amount representing interest (389,663)
Capital lease obligations $ 1,968,337
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12. INSTRUCTIONAL CONTRACT WITH THE UNIVERSITY OF RIO GRANDE:

The College has a contract with the University of Rio Grande (the "University") whereby the
University agrees to perform services for the College in return of an amount determined by the State
of Ohio per fulltime equivalent student enrolled at the College. The current contract expired June 30,
2011. At the completion of the fiscal year, the contract was extended for two years expiring on June
30, 2013. Under the terms of the contract, the President of the University of Rio Grande may also
serve as President of the College. The University provides to the College and its students:

e Instruction in arts and sciences, technical (occupational) studies, adult education, and
development courses;

e Access to all nonresidential physical facilities of the University on the same basis that such
facilities are available to students of the University;

e Activities available to students of the University, such as athletics, clubs, dramatics, and
other approved activities;

e Student services; including financial aid, career advising, campus policies, etc., and;

e Appropriate office space for the College's administrative offices.

Under the terms of the contract, the University agrees to lease to the College the land necessary for
the College to construct buildings. The lease is for $1 for at least 15 years. The buildings are
constructed, in whole or in part, with funds provided by the State of Ohio. Upon completion of
construction, the University subleases these structures from the College for $1 and provides the
operating and maintenance costs necessary to serve the student bodies of both the College and the
University.

The amount payable to the University of Rio Grande for the fiscal year ended June 30, 2011 and
2010 was $300,000 and $337,586, respectively. These amounts are included as accounts payable
and accrued liabilities and are reported in the Statements of Net Assets.

13. CONTINGENCIES:

Grants

The College received financial assistance from federal and state agencies in the form of grants. The
expenditures of funds received under these programs generally require compliance with terms and
conditions specified in the grant agreements and are subject to audit by the grantor agencies. Any
disallowed claims resulting from such audit could become a liability of the College. However, in the
opinion of management, any such disallowed claims will not have a material adverse effect on the
overall financial position of the College at June 30, 2011. Under terms of federal and state grants,
periodic audits are required and certain costs may be questioned as not being appropriate
expenditures under the terms of the grants. Such audits could lead to reimbursement to the grantor
agencies. College management believes disallowances, if any, will be immaterial.
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14. PRIOR PERIOD ADJUSTMENTS:

During 2011, the College’s upgraded financial reporting system was able to provide additional
information related to summer tuition revenues. The College was able to allocate summer tuition
revenues by term. This information resulted in an understatement of previously reported summer
tuition revenues and related receivables. Accordingly, beginning net assets for the years ending June
30, 2011 and 2010 required the following restatement:

Net assets as reported June 30, 2009 14,106,761
Additional receivable reported

related to Summer Term 109,648
Restated net assets at July 1, 2009 14,216,409
Net assets as reported June 30, 2010 13,387,760
Additional receivable reported

related to Summer Term 210,292
Restated net assets at July 1, 2010 13,598,052
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College Location Mailing Address

218 North College Street P. O. Box 326

Rio Grande, Ohio 45674 Rio Grande, Ohio 45674
Board of Trustees Title Appointed By Term of Office
Mr. Thomas W. Karr Trustee Meigs County’ 09/28/01-10/10/15
Ms. Sue Wiseman Ruff Trustee Gallia County1 09/27/07-09/26/12
Mr. Andrew R. Adelmann, Jr.  Trustee Vinton County1 09/11/81-09/10/16
Mr. Paul M. Reed Trustee Joint Commissioners? 05/03/04-09/10/15
Mr. Jody W. Walker Chairman Joint Commissioners? 10/03/06-10/02/11
Mr. Carl G. Dahlberg Trustee Jackson County1 04/01/85-08/30/14
Mr. Lawrence Kidd Trustee Governor 02/15/11-10/10/15
Mr. Shawn E. Saunders Vice-Chairman Governor 01/09/08-10/10/11

Administrative Personnel

Dr. Barbara Gellman-Danley  President

' — Appointed by the Board of County Commissioners

% _ Appointed by action of the joint Boards of County Commissioners of Gallia, Jackson, Meigs, and
Vinton Counties.
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Trustees
Rio Grande Community College
Gallia County

We have audited the accompanying financial statements of the business-type activities of Rio Grande
Community College, Gallia County, Ohio (the College), as of and for the year ended June 30, 2011, which
collectively comprise the College’s basic financial statements and have issued our report thereon dated
December 12, 2011. We conducted our audit in accordance with auditing standards generally accepted in
the United States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

Management of the College is responsible for establishing and maintaining effective internal control over
financial reporting. In planning and performing our audit, we considered the College’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the College’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the College’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in internal control over
financial reporting, described in the accompanying schedule of findings and questioned costs as items
2011-1 and 2011-2 that we consider to be significant deficiencies in internal control over financial
reporting. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that
is less severe than a material weakness, yet important enough to merit attention by those charged with
governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the College’s financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

We noted certain other matters that we have reported to management of the College in a separate
letter dated December 12, 2011.

The College’s responses to the findings identified in our audit are described in the accompanying
schedule of findings and responses. We did not audit the College’s responses and, accordingly, we
express no opinion them.

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

others within the entity, and is not intended to be and should not be used by anyone other than these
specified parties.

(Drar, Sclaope et 2

Springfield, Ohio
December 12, 2011
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Rio Grande Community College
Gallia County, Ohio

Schedule of Findings and Responses
Fiscal Year Ended June 30, 2011

Section | - Summary of Auditors’ Results

Financial Statements

Type of auditors’ report issued: Unqualified
Internal control over financial reporting:
e Material weakness(es) identified? None noted
¢ Significant deficiency(ies) identified not

considered to be material weakness(es)? Yes
Noncompliance material to financial statements noted? None noted

Section Il - Financial Statement Findings

Finding Number 2011-1

Management is responsible for ensuring the financial statements are complete and prepared accurately in
accordance with the accounting principles generally accepted in the United State of America (GAAP).

During the current audit, it was necessary to adjust the College’s financial statements to properly report
and classify tuition revenue, tuition receivable and depreciation expense.

Management Response: The College has implemented procedures to ensure all required
adjustments and/or applicable note disclosures are completed in accordance with GAAP.

Finding Number 2011-2

The segregation of financial duties is important to adequately protect the College’s assets and ensure
accurate financial reporting. Presently, there is not an adequate number of personnel available to properly
segregate duties to provide reasonable assurance that no one employee would have access to both
physical assets and related accounting records, or to all phases of a transaction. Without proper
segregation of duties, the risk increases that errors and fraud could occur and not be detected within a
timely basis. Efficient segregation of duties in a small environment is often difficult; however, the College’s
board should be aware of the risk associated with this lack of duty segregation and attempt to exercise as
much oversight control in these areas as possible and feasible.

Management Response: The College is aware of the segregation of duties issues related to limited
and reduced staff and is currently making every attempt to mitigate these risks. These attempts
include a shared services agreement with Southern State Community College for additional financial
oversight, as well as exploration of a partnership with the University of Rio Grande Accounting
Department. Management feels confident these steps should address the concerns. If not, additional
procedures will be considered..
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9)) CLARK SCHAEFER HACKETT

STRENGTH IN NUMBERS

At Clark Schaefer Hackett, we are the sum of
our individuals. Each team member’s training,
experience and drive is well-suited to each
client's needs and goals. We are committed
to providing insightful and flexible service —
from efficient compliance to sophisticated
consulting — to help each client prosper today

and plan for future success



Dave Yost - Auditor of State

RIO GRANDE COMMUNITY COLLEGE
GALLIA COUNTY

CLERK’S CERTIFICATION
This is atrue and correct copy of the report which is required to be filed in the Office of the
Auditor of State pursuant to Section 117.26, Revised Code, and which is filed in Columbus, Ohio.

isan Poablitt

CLERK OF THE BUREAU

CERTIFIED
JANUARY 17, 2012

88 East Broad Street, Fifth Floor, Columbus, Ohio 43215-3506
Phone: 614-466-4514 or 800-282-0370 Fax: 614-466-4490
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