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JACKSON COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
YEAR ENDED JUNE 30, 2014

Management’s discussion and analysis (MD&A) of Jackson College’s (the “College”) financial statements
provides an overview of the College’s financial position as of June 30, 2014 and 2013 and its activities
for the years then ended. The College’s management has prepared and is responsible for the financial
statements and the related footnote disclosures, along with the discussion and analysis.

Using the Annual Financial Report

This annual financial report includes this management’s discussion and analysis, the report of
independent auditors, the basic financial statements in the above referred format, and notes to
financial statements. Following the basic financial statements and notes are supplementary schedules,
including Combining Statements of Net Position and Combining Statements of Revenues, Expenses,
Transfers and Changes in Net Position. These supplementary schedules are required by the State of
Michigan. Though GASB does not require this information for a fair and complete presentation,
supplemental schedules do provide additional information regarding the various funds and activities of
the College that is not presented in the basic, entity-wide statements.

Financial Highlights

The audited financial statements for Jackson College include the complete presentation of net position
and changes therein. However, the traditional emphasis has been on the General Fund, or the portion
of the institution primarily concerned with instruction and its support. It is this fund that the State of
Michigan uses in its appropriation allocation each year. The following revenues and expenses sections
of this analysis detail this portion of our operations, considering its importance to the overall health of
the College.

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

One of the most important questions asked about the College’s finances is, “Is Jackson College as a
whole better or worse off from a financial standpoint as a result of the year’s activities?” The
Statements of Net Position and the Statements of Revenues, Expenses, and Changes in Net Position
report information on the College as a whole and on its activities in a way that attempts to answer this
guestion. When revenues and other support exceed expenses, the result is an increase in net position.
When the reverse occurs, the result is a decrease in net position. These two statements report the
College’s net position and changes in them during each fiscal year presented.

The College’s net position (the difference between assets and liabilities) is a way to measure the
College’s health, or financial condition. Over time, increases or decreases in the College’s net position
are one indicator of whether its financial health is improving or deteriorating. Many other non-financial
factors, such as the trend in College applicants, student retention, condition of the buildings, and
strength of the faculty need to be considered 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 private-sector institutions. All of the current and prior years’ revenues and
expenses are taken into account regardless of when cash is received or paid.

Condensed Statements of Net Position

June 30,
2014 2013
ASSETS
Current assets $ 20,259,347 $ 18,254,106
Capital assets 64,067,881 66,749,957
Other noncurrent assets 117,029 135,397
Total assets 84,444,257 85,139,460
LIABILITIES
Current liabilities 8,769,063 7,366,260
Noncurrent liabilities 31,271,390 33,621,723
Total liabilities 40,040,453 40,987,983
NET POSITION

Net investment in capital assets 30,871,276 31,688,137
Restricted:

Nonexpendable 21,548 19,262

Expendable 254,399 299,955
Unrestricted 13,256,581 12,144,123
Total net position $ 44,403,804 $ 44,151,477

During fiscal year 2014, the College executed a budget adjustment in the fall and management limited
expenses to those which contributed to the College’s ability to increase its unrestricted portion of net
position.



Condensed Statements of Revenues, Expenses and Changes in Net Position

Operating revenues
Tuition and fees, net
Grants and contracts
Potter Center activities
Other operating revenues

Total operating revenues

Operating expenses
Instruction
Public service
Academic support
Student services
Administration
Operation and maintenance of plant
Depreciation and amortization

Total operating expenses

Operating loss

Nonoperating and other revenues
State appropriations
Local property taxes
Federal Pell grant revenue
Private gifts and grants
Other

Total nonoperating and other revenues

Increase (decrease) in net position
Net position, beginning of year

Net position, end of year

Year Ended June 30,

2014 2013
$ 10,967,168 $ 11,527,733
4,208,856 4,669,533
456,414 438,148
2,900,713 2,357,030
18,533,151 18,992,444
18,673,872 20,166,170
1,330,588 863,157
2,825,129 3,141,703
6,419,267 7,506,594
6,063,827 6,187,525
5,202,929 4,916,521
3,787,548 5,179,943
44,303,160 47,961,613

(25,770,009)

(28,969,169)

12,482,004 11,928,365
4,782,538 4,641,703
9,556,905 10,835,404

623,760 1,765,238
(1,422,871) (1,078,146)
26,022,336 28,092,564
252,327 (876,605)
44,151,477 45,028,082

$ 44,403,804 $ 44,151,477




Revenues

GASB guidelines require State appropriations, property tax revenues and Federal Pell grant revenue to
be reported as nonoperating revenues. Management views, and has always viewed, major revenues to
the College such as State appropriations, local property taxes and Pell grants as operating revenues.
These dollars would not be received by the College to fund operating expenses if educational classes
were not offered. Therefore, management believes these revenues should be applied directly to the
operating costs that are associated with them for internal analysis purposes.

Each year the 28 Michigan public community colleges are required to submit data that is the basis of
the Activities Classification Structure (ACS) Data Book. The Community College Appropriations Act
assigns primary responsibility for data collection to the Michigan Department of Labor and Economic
Growth. In addition to appropriations, the data in the ACS Data Book is used to derive comparisons
among community colleges on a number of significant issues that relate to institutional concerns. The
2012-13 ACS Data Book reveals the following state averages for the year. Four years of Jackson College
information is included for comparison. These are comparisons of general fund revenues, as these are
the numbers used in the State reports. Capital Outlay is not included in the State ACS reports as these
are recorded in Plant Funds and these operational reports only include the General and Designated
Funds. The College generated General Fund revenues of $43,336,408 and $43,743,402 in 2014 and
2013, respectively.

General Fund Revenue Sources: Comparison of JC
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General and Designated Funds
Combining Statement from Audit
Tuition & Fees $

Discount

Gross Tuition & Fees
Federal Grants
Property Tax

State Aid

State Appropriations

2014 2013 Difference % of Total % Change
10,967,168 $ 11,527,733 $ (560,565) 25.3% -4.9%
11,909,569 13,261,071 (1,351,502) 27.4% -10.2%
22,876,737 24,788,804 (1,912,067) 52.7% -7.7%

17,932 17,860 72 0.0% 0.4%

4,782,538 4,641,703 140,835 11.0% 3.0%

12,482,004 11,610,500 871,504 28.8% 7.5%

Accounting guidelines issued by the GASB obligate the College to report State Appropriations source as
nonoperating income. Generally, the State of Michigan includes the Appropriation to Community
Colleges Act in its annual budget, which is approved just prior to the beginning of the State’s fiscal
year, October 1. The College received $11,796,071 in fiscal year 2014, along with an additional
$685,933 of State Appropriations that were paid to the State of Michigan towards the unfunded
actuarial accrued liability of the Michigan Public School Employees Retirement System. The graph
below reflects the amount of State Appropriations received by the College that were reported as

revenue in the general fund.

State Appropriations to JC
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Property Taxes

Only 11.0% of ACS revenues come from property taxes from Jackson County. The other community
colleges like JC that depend heavily on State Appropriations also have in common a low percentage of
their General Fund revenue being derived from property taxes. The State average is 33.6%. No new
attempt to adjust the voted millage rate was made during the current fiscal year. No millage increase
has been approved by the voters of Jackson County since the charter millage of 1.33 in 1964. The
current millage rate as adjusted by the Headlee override to 1.1446 (December 2008) is the lowest in
the State. Property tax revenues have shown an increase as property values begin to slowly increase
and past due tax bills get paid.

Property Tax Revenues to JC
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Tuition and Fees

$11,909,569 and $13,261,071 of scholarship allowances against tuition and fees represent amounts paid
by grants, resulting in a "discount rate" of 52.1% and 53.5% for fiscal 2014 and 2013, respectively. The
bulk of the scholarship allowance is Federal Pell awards which were $9,556,905 and $10,835,404 for
fiscal 2014 and 2013, respectively. It is expected that the number of students receiving federal funds
will level off as enrollment levels off. For purposes of this analysis, to show trends over time, the
following chart presents gross tuition and fees. The College experienced a decrease of 7.7% from this
source of revenue in the current year as compared to fiscal 2013. The scholarship allowances also
decreased by $1,351,502 or 10.2%.

Gross Tuition and Fees Revenues
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There was an 8.5% decrease in the amount of billing contact hours generated in 2014. The College
began to implement a comprehensive enrollment management plan that focuses on recruitment. The
College continues to focus on recruiting students of color, international students and graduating high
school seniors. The decline in enrollment is due in part to declining high school graduating classes, and
the improved local economy. It is estimated that with the new efforts in recruitment, this will be the
last year of enroliment decline for the College.

Total Billing Contact Hours by Fiscal Year
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Jackson College
Enrollment by Semester and Fiscal Year

Billing Hours

Fall  Winter Spring Total
Year ending 2014 57,000 52,216 17,407 126,623
Year ending 2013 63,010 57,396 18,043 138,449
Year ending 2012 70,988 64,965 21,629 157,582
Year ending 2011 80,125 73,859 27,770 181,754
Year ending 2010 80,043 79,584 30,377 190,004

Tuition rates continued to rise, offsetting the small millage rate the local tax payers pay. Increases are
detailed below.

Hourly Tuition Rates
In-district Out-district Out-Of -State

Fiscal Year 2013-2014 $111.00 $161.00 $216.00
Fiscal Year 2012-2013 $106.00 $161.00 $212.00
Fiscal Year 2011-2012 $100.50 $141.50 $200.00
Fiscal Year 2010-2011 $95.00 $134.00 $191.00



Other Operating Revenues

The College has focused its contract training strategy using the New Jobs Training program to connect
with local employers. However, the College has only been performing the administrative piece and not
the training which allows for limited revenue generation. The Potter Center activities, revenue and
expenses increased at a proportionate rate due to the rising cost of hiring performers and modest
increase in ticket sales due to expanded performance offerings. The income classification of seminars,
workshops & other income experienced an increase as the College received settlement on pending
insurance claims.

Expenses

Compared to statewide averages, JC is relatively close to the state averages. Please note that the
State of Michigan does not include depreciation as an “operating cost”. The College continues to
increase its attention to the instructional efforts; however, the decline in enroliment has forced the
College to make cuts to all areas of expenses. The College continues to make instruction and
instructional support a priority as we try to initiate strategies that will lead to student success.

The expenses under public service are higher than the statewide average due to the cultural affairs
program, that includes the music hall events.

As a % of Total Operating Expenses

ACS Jackson College

2012-13 2013-142012-13 2011-12
Instructional 46.80% 50.00% 50.80% 46.80%
Information Tech 0.00% 0% 0% 0%
Public Service 1.40% 2.60% 2.20% 1.90%
Inst. Support 13.40% 6.40% 6.60% 7.60%
Std Services 12.70% 12.60% 12.70% 13.00%
Admin 13.90% 16.40% 15.60% 18.20%
Plant 11.80% 12.00% 12.10% 12.50%
Total 100.00% 100.00% 100.00% 100.00%

Statements of Cash Flows

Another way to assess the financial health of the College is to look at the Statement of Cash Flows. Its
primary purpose is to provide information about the College’s cash receipts and cash payments during a
fiscal year.

Major sources of cash were tuition and fees ($10,689,343 in 2014 and $11,448,059 in 2013), grants and
contracts ($3,261,912 in 2014 and $4,836,744 in 2013), State appropriations ($12,632,977 in 2014 and
$11,561,070 in 2013), local property taxes ($4,782,538 in 2014 and $4,641,703 in 2013), and Pell grant
receipts ($9,556,905 in 2014 and $10,835,404 in 2013). The single, largest type of disbursement was
compensation payments to or on behalf of the College’s employees ($29,380,193 in 2014 and
$32,739,186 in 2013).



Capital Assets

The components of the College’s capital assets are as follows as of June 30:

2014 2013

Land $ 1,313,765 $ 1,313,765
Infrastructure and land

Improvements 3,481,103 3,481,103
Buildings and improvements 87,449,523 86,883,070
Artwork 5,253,400 5,253,400
Leasehold improvements 2,247,106 2,247,106
Equipment 11,915,697 11,596,676
Construction in progress 140,697 -
Total capital assets 111,801,291 110,775,120
Less accumulated

depreciation 47,733,410 44,025,163
Capital assets, net $ 64,067,881 $ 66,749,957

Additional information regarding the College’s capital assets can be found in the notes to the financial
statements.

Information on the College’s long-term debt can also be found in the notes to the financial statements.

Factors That Will Affect Our Future

The economic position of the College is closely tied to that of the State. Because of economic growth
and changes to the funding formula for community colleges, the State budget projects an increase of
3.00% in State appropriations for the 2014-15 year, along with a Board of Trustees approved tuition
increase of 5.4% for the upcoming fiscal year.

The College continues to make investments in academic programing, diversity, student services and
instructional facilities. To provide an example of these investments Jackson College is the first
community college to offer the American Honors program, which allows students to receive an
associate’s degree with honors and transfer to a top four year university to complete their bachelor’s
degree saving as much as forty percent on tuition. Students in the American Honors program, in
collaboration with Quad Learning, take rigorous classes at Jackson College designed to prepare them
for junior and senior level coursework at top academic institutions which include Amherst College,
Purdue University, Western Michigan University, Georgetown University, The Ohio State University,
Smith College, The University of Arizona and Taylor University.

Jackson College is entering into an arrangement that will provide an additional 210 bed housing option
to be available for the fall of 2015. This housing unit will be financed through outside private support
through a separate non-profit corporation.

The State of Michigan has approved a capital outlay project for $15.2 million to renovate Bert Walker
Hall. The College is in the planning phase, but would have to issue tax exempt bonds for the College’s
50% match if the Board of Trustees approves the project.

The College’s current financial and capital plans indicate that the infusion of additional financial
resources from the foregoing action, along with strategic growth investments, will enable it to
maintain its present level of service.

The College will be required to recognize their proportionate share of the net pension liability of the
Michigan Public school Employees Retirement System (MPSERS) effective June 30, 2015. You can find
additional information related to the College’s estimated liability in the notes to the financial
statements.
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INDEPENDENT AUDITORS’ REPORT

October 20, 2014

Board of Trustees
Jackson College
Jackson, Michigan

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the
discretely presented component unit of Jackson College (the “College™) as of and for the years ended
June 30, 2014 and 2013, and the related notes to the financial statements, which collectively comprise
the College’s basic financial statements, as listed in the table of contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud
or error.

Independent Auditors’ Responsibility

Our responsibility is to express opinions 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. The financial statements of Jackson College Foundation, the College’s
discretely presented component unit, were not audited in accordance with Government Auditing
Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditors’ judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit also
includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation
of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.

Rehmann is an independent member of Nexia International.

CPAs & Consultants Wealth Advisors Corporate Investigators NEXIA

10 INTERNATIONAL



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the business-type activities and the discretely presented component unit of
Jackson College as of June 30, 2014 and 2013, and the respective results of their operations and cash
flows, where applicable, for the years then ended in conformity with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 1 through 9 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic,
or historical context. We have applied certain limited procedures to the required supplementary
information in accordance with auditing standards generally accepted in the United States of America,
which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the
limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued under separate cover our
report dated October 20, 2014 on our consideration of Jackson College’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in considering
Jackson College’s internal control over financial reporting and compliance.

‘76'{«7\. LLC
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JACKSON COLLEGE

Il STATEMENTS OF NET POSITION

Assets
Current assets

Cash and cash equivalents
Tuition and other receivables, net
State appropriations receivable
Federal and state grants receivable
Current portion of note receivable
Inventories
Prepaid expenses and other assets

Total current assets
Investments
Note receivable, net of current portion

Campus property, plant and equipment, net

Total assets

Liabilities
Current liabilities
Accounts payable
Accrued compensation and benefits
Current portion of long-term liabilities
Accrued interest
Unearned revenue

Total current liabilities
Long-term liabilities, net of current portion
Total liabilities

Net position
Net investment in capital assets
Restricted:
Nonexpendable
Expendable
Unrestricted

Total net position

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

12

June 30,

2014 2013
14,371,442  $ 13,367,450
849,788 571,963
2,256,268 2,407,241
2,049,310 1,104,366
23,722 20,333
39,775 39,775
669,042 742,978
20,259,347 18,254,106
13,195 11,230
103,834 124,167
64,067,881 66,749,957
84,444,257 $ 85,139,460
958,051 858,011
2,900,037 2,686,683
2,350,331 2,269,351
225,203 235,750
2,335,441 1,316,465
8,769,063 7,366,260
31,271,390 33,621,723
40,040,453 40,987,983
30,871,276 31,688,137
21,548 19,262
254,399 299,955
13,256,581 12,144,123
44,403,804 % 44,151,477




JACKSON COLLEGE

- STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

Operating revenues

Tuition and fees (net of scholarship allowances of $11,909,569 and $13,261,071)

Federal grants and contracts
State grants and contracts
Housing revenue

Potter Center activities
Contract training

Seminars, workshops, and other

Total operating revenues

Operating expenses
Instruction
Public service
Academic support
Student services
Administration
Operation and maintenance of plant
Depreciation and amortization

Total operating expenses
Operating loss

Nonoperating revenues (expenses)
State appropriations
Local property taxes
Federal Pell grant revenue
Private gifts and grants
Interest income
Gain on disposal of property and equipment
Interest expense
Transfer of Funds to Jackson College Foundation

Net nonoperating revenues

Other revenues
Capital gifts and grants

Increase (decrease) in net position
Net position, beginning of year

Net position, end of year

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30,

2014 2013

$ 10,967,168  $ 11,527,733
3,735,464 4,589,807
471,392 79,726
1,136,733 1,031,674
456,414 438,148
4,252 14,096
1,761,728 1,311,260
18,533,151 18,992,444
18,673,872 20,166,170
1,330,588 863,157
2,825,129 3,141,703
6,419,267 7,506,594
6,063,827 6,187,525
5,202,929 4,916,521
3,787,548 5,179,943
44,303,160 47,961,613
(25,770,009) (28,969,169)
12,482,004 11,928,365
4,782,538 4,641,703
9,556,905 10,835,404
645,360 738,317
5,277 17,629

12,466 388,561
(1,440,614) (1,484,336)
(21,600) (44,000)
26,022,336 27,021,643
- 1,070,921

252,327 (876,605)
44,151,477 45,028,082
$ 44,403,804 $ 44,151,477




JACKSON COLLEGE

I STATEMENTS OF CASH FLOWS

Cash flows from operating activities
Tuition and fees
Housing
Grants and contracts
Contract training
Payments to vendors
Payments to or on behalf of employees
Payments to students
Potter Center activities
Seminars, workshops and other

Net cash used in operating activities

Cash flows from noncapital financing activities
State appropriations
Local property taxes
Pell grant receipts
Gifts and contributions for other than capital purposes
Direct loan program receipts
Direct loan program disbursements
State scholarship and grant receipts
State scholarship and grant disbursements

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities
Capital gift and grant proceeds

Purchases and construction of campus property, plant and equipment

Proceeds from sale of property and equipment
Collection of note receivable
Principal paid on capital debt
Interest paid on capital debt

Net cash used in capital and related financing activities

Cash flows from investing activities
Proceeds from sales and maturities of investments
Purchases of investments
Interest and dividends on investments

Net cash provided by investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30,

2014 2013
10,689,343  $ 11,448,059
1,136,733 1,031,674
3,261,912 4,836,744
3,437 13,211
(7,700,879) (8,690,938)
(29,380,193) (32,739,186)
(2,474,369) (3,038,905)
518,173 490,289
1,721,181 1,353,017
(22,224,662) (25,296,035)
12,632,977 11,561,070
4,782,538 4,641,703
9,556,905 10,835,404
645,360 738,317
13,631,289 15,870,681
(13,631,289) (15,870,681)
85,941 135,200
(85,941) (135,200)
27,617,780 27,776,494
- 1,070,921
(1,107,526) (1,559,094)
14,520 244,061
16,944 -
(1,885,000) (1,805,000)
(1,431,376) (1,474,206)
(4,392,438) (3,523,318)
- 3,501,740
(1,965) (755)
5,277 17,629
3,312 3,518,614
1,003,992 2,475,755
13,367,450 10,891,695
14,371,442 $ 13,367,450




JACKSON COLLEGE

Il STATEMENTS OF CASH FLOWS (Concluded)

Year Ended June 30,

2014 2013
Reconciliation of operating loss to net
cash used in operating activities
Operating loss $ (25,770,009) $ (28,969,169)
Adjustments to reconcile operating loss to net cash used in operating activities
Depreciation and amortization 3,787,548 5,179,943
Change in operating assets and liabilities that provided (used) cash:
Tuition and other receivables, net (277,825) (79,674)
Federal and state grants receivable (944,944) 167,211
Inventories - 6,781
Prepaid expenses and other assets 73,936 (95,758)
Accounts payable 78,440 (769,465)
Accrued compensation and benefits 213,354 (270,283)
Long-term liabilities (404,138) (384,136)
Unearned revenue 1,018,976 (81,485)
Net cash used in operating activities $ (22,224,662) $ (25,296,035)

The accompanying notes are an integral part of these financial statements.
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JACKSON COLLEGE

[l FOUNDATION

STATEMENTS OF FINANCIAL POSITION

ASSETS

Cash and cash equivalents
Investments
Related party receivable

Contributions receivable, net of allowance of $5,000
Beneficial interests in remainder trusts

Cash surrender value of life insurance

Prepaid expenses and other assets

Total assets

LIABILITIES AND NET ASSETS

Liabilities
Accounts payable
Related party payable
Annuities payable

Total liabilities
Net assets
Unrestricted

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

16

June 30
2014 2013

$ 129,411  $ 5,416

12,498,006 12,183,569

37,121 44,100

110,475 410,475

308,219 214,582

86,000 81,000

933 -

$ 13,170,165 _$ 12,939,142

$ 64,551 $ 34,899

- 66,560

128,198 131,015

192,749 232,474

948,673 1,360,951

2,549,740 2,039,123

9,479,003 9,306,594

12,977,416 12,706,668

$ 13,170,165 _$ 12,939,142




JACKSON COLLEGE

[l FounDATION

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

Support and revenue
Gifts
Investment income and gains
Other revenue

Total support and revenue

Grants and expenses
Grant payments to Jackson College
Grant payments to the Dahlem
Conservancy
Management and general expenses

Total grants and expenses

Support and revenue in excess of (less than)

grants and expenses

Changes in values of interests in
remainder trusts and actuarial
adjustment of annuities

Transfers from Jackson College

Transfers to Jackson Prepatory

& Early College

Increase (decrease) in net assets

Net assets, beginning of year

Net assets, end of year

Year Ended June 30

2014 2013
$ 392,817 $ 534,508
1,521,389 1,181,591
174,672 32,038
2,088,878 1,748,137
862,108 1,767,127

60,744 58,729

528,511 445,727
1,451,363 2,271,583
637,515 (523,446)

11,633 (461)

21,600 44,000

(400,000) -

270,748 (479,907)
12,706,668 13,186,575

$ 12,977,416 $ 12,706,668
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JACKSON COLLEGE

. NOTES TO FINANCIAL STATEMENTS

1. MISSION

Jackson College (the “College™) is a Michigan Community College whose mission is to assist
learners in identifying and achieving their educational goals. The College offers four associate
degrees, numerous certificate programs, and other educational programs while being accredited
by the North Central Association of Colleges and Secondary Schools. The primary education
centers for the College are its 500-acre main campus situated six miles south of Jackson,
extension centers located in Hillsdale and Adrian (Lenawee Center), and North Campus in
Jackson.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The College is governed by an elected seven member board of trustees. The College has one
affiliated organization that has been evaluated in accordance with GASB Statement No. 61, The
Financial Reporting Entity: Omnibus. This organization is described below as well as the impact
that it has on the College's financial statements.

Jackson College Foundation (the "Foundation") is a legally separate, tax-exempt not-for-profit
organization that was formed to solicit, collect, and invest donations made for the promotion of
educational activities at and to augment the facilities of the College. The Foundation acts
primarily as a fundraising organization to supplement the resources of the College in support of
its programs and facilities. As the restricted resources held by the Foundation can be used only
by, or for the benefit of, the College, the Foundation is considered a component unit of the
College. The College presents the Foundation as a discretely presented component unit of the
College.

Separate financial statements are issued for the Foundation that are prepared in accordance
with the accounting standards established by the Financial Accounting Standards Board. Those
separate financial statements may be obtained from the College’s Business Office.

Basis of Presentation

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

The College prepares its annual financial statements in accordance with GASB Statement No. 35,
Basic Financial Statements - and Management’s Discussion and Analysis - for Public Colleges and
Universities, an amendment of GASB Statement No. 34, as described below, and the American
Institute of Certified Public Accountants’ Audit and Accounting Guide, Audits of State and Local
Governments (GASB 34 Edition). The financial statements also consider the provisions of the
Michigan Department of Career Development’s Manual for Uniform Financial Reporting -
Michigan Public Community Colleges, 2001.
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JACKSON COLLEGE

. NOTES TO FINANCIAL STATEMENTS

Under the provisions of GASB Statement No. 35, the College is permitted to report as a special
purpose government engaged only in business-type activities (“BTA”). Business type activities
are those that are financed in whole or in part by fees charged to external users in exchange for
goods and services. BTA reporting requires the College to present only the basic financial
statements and required supplementary information (RSI) for an enterprise fund that includes
management’s discussion and analysis (MD&A), a statement of net position, a statement of
revenues, expenses, and changes in net position, a statement of cash flows, notes to the
financial statements, and other applicable RSI. Fund financial information is not required for
BTA reporting.

Use of Estimates

The process of preparing financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions regarding certain types of
assets, liabilities, revenues, and expenses. Actual results may differ from estimated amounts.

Cash and Cash Equivalents

Cash and cash equivalents consist of demand deposits in banks, cash on hand, money market
accounts, and any certificates of deposit with an original maturity of three months or less,
except that such investments purchased with endowment assets are classified as investments.

Investments
Investments are carried at fair value determined using quoted market prices.

The College endowment investment income spending policy is 100% of the realized earnings of
each College endowment. The annual spending income allocation cannot reduce the original gift
principal. There is no net appreciation on investments of donor-restricted College endowments
included in net position at June 30, 2014 or 2013. According to the law of the State of Michigan,
the Board of Trustees may appropriate for expenditure for the uses and purposes for which an
endowment is established an allocation of the net appreciation, realized and unrealized, in the
fair value of the assets of an endowment over the historic dollar value as is prudent under the
facts and circumstances prevailing at the time of the action or decision.

Inventories
Inventories are stated at the lower of cost, determined by the first-in, first-out method, or
market.

Campus Property, Plant and Equipment

Campus property, plant and equipment, consisting of institutional physical properties used in
College operations, are recorded at cost or, if acquired by gift, at fair market value at the date
of acquisition. Building additions and improvements with a cost in excess of $30,000 are
capitalized if the life of the building is extended or square footage is added. Collections, such as
works of art, are capitalized if such items are held for public exhibition, education, or research
in furtherance of public service. Equipment with a cost in excess of $1,000 with a useful life of
more than one year is capitalized. Expenses for routine maintenance and ordinary repairs are
expensed as incurred. Library books are expensed the year of purchase. Certain maintenance
and replacement reserves have been established to provide for significant repair and
maintenance costs to facilities.
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. NOTES TO FINANCIAL STATEMENTS

Depreciation, which includes amortization of leasehold improvements, is provided for campus
property, plant and equipment on a straight-line basis over the estimated useful life or the term
of the lease, if shorter, of the assets as follows:

Classification Estimated Useful

Lives
Buildings 40 years
Infrastructure and land improvements 15 years
Building and leasehold improvements 10 years
Artwork 10 years
Furniture and fixtures 5 years
Computer equipment 3 years

Revenue Recognition

Revenue from state appropriations are recognized in accordance with the accounting method
described in the Manual for Uniform Financial Reporting -- Michigan Public Community Colleges,
2001, which provides that state appropriations are recorded as revenue in the period for which
such amounts are appropriated. Student tuition and related revenues and expenses of an
academic semester are reported in the fiscal year in which the program is conducted. Property
taxes are recorded as revenue when received, which approximates the amounts when levied.

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

Sabbatical Leaves
In accordance with the Master Agreement with the Faculty Association, the College grants
sabbatical leaves to various full-time instructors. The leaves are granted to enhance the
personal and professional competence of the instructors who are required to return to the
College for a period of two years. Compensation is accounted for as an expense in the fiscal year
the leave is taken.

Other Compensated Absences

Other compensated absences represent the accumulated liability to be paid under the College’s
current vacation and terminated leave pay policies. As the amounts are due on demand at the
time of employee termination, the liability is classified as current (accrued payroll, vacation and
other compensation) in the accompanying statements of net position.
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. NOTES TO FINANCIAL STATEMENTS

Upcoming Accounting Pronouncement

The Governmental Accounting Standards Board has issued GASB Statement No. 68, Accounting
and Financial Reporting for Pensions, which will be effective for the College’s fiscal year ending
June 30, 2015. This statement will require the recognition of a net pension liability on the
statement of net position, equal to the College’s proportionate share of the net pension liability
of the Michigan Public School Employees Retirement System (MPSERS), as defined and calculated
in accordance with the new standard. While the exact amount of this liability is not readily
determinable at this time, management estimates that it may approximate $42.6 million. This
statement will require the net pension liability to be recorded for the year ending June 30,
2015, by restating beginning net position as of July 1, 2014.

Reclassifications
Certain amounts as reported in the 2013 financial statements have been reclassified to conform
with the 2014 presentation.

3. DEPOSITS AND INVESTMENTS

State of Michigan statutes authorize the College to invest in bonds and other direct and certain
indirect obligations of the U.S. Treasury; certificates of deposit, savings accounts, deposit
accounts, or depository receipts of a bank, savings and loan association, or credit union, which is
a member of the Federal Deposit Insurance Corporation, or National Credit Union
Administration, respectively; and in commercial paper of corporations located in this state rated
prime by at least one of the standard rating services. The College is also authorized to invest in
U.S. government or federal agency obligation repurchase agreements, bankers’ acceptances of
U.S. banks, and mutual funds comprised of investments as outlined above. The College’s
investment policy allows for all of these types of investments.

The College’s deposits and investments are included on the statements of net position under the
following classifications as of June 30:

2014 2013
Cash and cash equivalents $ 14,371,442  $ 13,367,450
Investments 13,195 11,230

$14,384,637 $13,378.680

21



JACKSON COLLEGE

. NOTES TO FINANCIAL STATEMENTS

The above amounts are categorized as follows at June 30:

2014 2013

Bank deposits (checking,

savings, cash sweep

accounts, and certificates

of deposit) $ 14,370,642 $ 13,366,650
Petty cash 800 800
Total deposits 14,371,442 13,367,450
Investments in equity securities 13,195 11,230
Total $14,384,637 $13,378.680

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the College’s deposits may not be returned. State law does not require and the College
does not have a policy for deposit custodial credit risk. As of June 30, 2014, $3,615,109 of the
College’s bank deposits balance of $14,379,306 was exposed to custodial credit risk because it
was uninsured and uncollateralized. As of June 30, 2013, $3,818,851 of the College’s bank
deposits balance of $13,947,306 was exposed to custodial credit risk because it was uninsured
and uncollateralized.

Custodial Credit Risk - Investments. For an investment, custodial credit risk is the risk that, in
the event of the failure of the counterparty, the College will not be able to recover the value of
its investments that are in the possession of an outside party. State law does not require and the
College does not have a policy for investment custodial credit risk. However, all investments are
in the name of the College, and the investments are held in trust accounts with each financial
institution from which they were purchased.
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4. TUITION AND OTHER RECEIVABLES

Tuition and other receivables result from various revenue sources including student tuition and
fee billings, auxiliary enterprise sales and contract training revenues.

Tuition and other receivables consist of the following amounts at June 30:

2014 2012
Tuition and fees $ 1,173,504 $ 819,843
Private grants 4,116 914
Reimbursements 69,112 95,416
Bookstore 1,747 1,869
Employees 1,309 3,921
Total 1,249,788 921,963
Less allowances 400,000 350,000
Tuition and other receivables, net $ 849,788 $ 571,963

CAMPUS PROPERTY, PLANT AND EQUIPMENT, NET

The following tables present in summary fashion the changes in the components of campus

property, plant and equipment for the years ended June 30:

2014

Capital Assets:
Land
Infrastructure and land improvements
Buildings and improvements
Leasehold improvements
Artwork
Furniture, fixtures and equipment
Construction in progress

Total property and equipment

Less accumulated depreciation

Campus property, plant and equipment,

2013

Capital Assets:
Land
Infrastructure and land improvements
Buildings and improvements
Leasehold improvements
Artwork
Furniture, fixtures and equipment
Construction in progress

Total property and equipment

Less accumulated depreciation

Campus property, plant and equipment,

net

net

Balance, Balance,
July 1, 2013 Additions Deletions Transfers June 30, 2014
$ 1,313,765 $ - $ - $ - $ 1,313,765
3,481,103 - - - 3,481,103
86,883,070 566,453 - - 87,449,523
2,247,106 - - - 2,247,106
5,253,400 - - - 5,253,400
11,596,676 400,376 81,355 - 11,915,697
- 140,697 - - 140,697
110,775,120 1,107,526 81,355 111,801,291
44,025,163 3,787,548 79,301 - 47,733,410
$ 66,749,957 $ (2,680,022) $ 2,054 $ - $ 64,067,881
Balance, Balance,
July 1, 2012 Additions Deletions Transfers June 30, 2013
$ 1,313,765 $ - $ - $ - $ 1,313,765
3,318,719 17,111 - 145,273 3,481,103
86,883,070 - - - 86,883,070
- 922,782 - 1,324,324 2,247,106
5,253,400 - - - 5,253,400
11,448,854 1,271,351 1,123,529 - 11,596,676
1,469,597 - - (1,469,597) -
109,687,405 2,211,244 1,123,529 - 110,775,120
39,316,599 5,832,093 1,123,529 - 44,025,163
$ 70,370,806 $ (3,620,849) $ - $ - $ 66,749,957
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6.

LONG-TERM LIABILITIES

Long-term liability activity for years ended June 30 was as follows:

2014 Balance Change Balance Current
Bonds Payable: July 1, 2013 Additions Reductions Premium/Discount June 30, 2014 Portion
General Bonds, Series 2006  $ 12,421,050 $ -8 725,000 $ 9,150 $ 11,705,200 $ 740,850
General Bonds, Series 2007 4,421,686 - 355,000 2,034 4,068,720 372,966
General Bonds, Series 2008 6,975,184 - 305,000 5,301 6,675,485 314,699
General Bonds, Series 2010 11,243,900 - 500,000 3,300 10,747,200 496,700
Total bonds payable 35,061,820 - 1,885,000 19,785 33,196,605 1,925,215
Accrued Employee Severance 829,252 - 404,136 - 425,116 425,116

$ 35,891,072 % - $ 2,289,136 $ 19,785 33,621,721 $ 2,350,331
Less Current Portion 2,350,331
Long-term Liabilities, net of current portion $ 31,271,390

2013 Balance Change Balance Current
Bonds Payable: July 1, 2012 Additions Reductions Premium/Discount June 30, 2013 Portion
General Bonds, Series 2006 13,086,900 - 675,000 9,150 12,421,050 715,850
General Bonds, Series 2007 4,759,651 - 340,000 2,034 4,421,685 352,966
General Bonds, Series 2008 7,259,884 - 290,000 5,301 6,975,185 299,699
General Bonds, Series 2010 11,740,600 - 500,000 3,300 11,243,900 496,700
Total bonds payable 36,847,035 - 1,805,000 19,785 35,061,820 1,865,215
Accrued Employee Severance 1,213,390 - 384,136 - 829,254 404,136

$ 38,060,425 % - $ 2,189,136 % 19,785 35,891,074 $ 2,269,351
Less Current Portion 2,269,351
Long-term Liabilities, net of current portion $ 33,621,723

Bonded Debt

$14,640,000 General Bonds, Series 2006

Unsecured bonds mature serially in annual amounts ranging from $750,000 to $1,240,000
through 2026, with interest charges at rates ranging from 4.00% to 4.50% per annum.

$6,000,000 General Bonds, Series 2007

Unsecured bonds mature in annual amounts ranging from $375,000 to $545,000 through 2023
with interest charges at rates ranging from 4.00% to 4.15% per annum.
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$8,150,000 General Bonds, Series 2008

Unsecured bonds mature in annual amounts ranging from $320,000 to $605,000 through 2029
with interest charges at rates ranging from 3.25% to 4.40% per annum.

$12,000,000 General Bonds, Series 2010

Unsecured bonds mature in annual amounts ranging from $500,000 to $1,000,000 through 2030
with interest charges at rates ranging from 1.70% to 6.27% per annum. The bonds are designated
as “Build America Bonds” under Section 54AA of Internal Revenue Code. A credit of $199,227
and $218,971 was received during fiscal 2014 and 2013, respectively, from the U.S. Treasury
equal to 27.8% and 35% of the stated interest paid during fiscal 2014 and 2013, which was
recorded as a direct reduction to the College’s interest expense.

Subsequent to year end, the College refunded $9,280,000 of the Series 2010, “Build America
Bonds” with an average interest rate of 3.16%. The 2014 refunding bonds bear an interest rate
ranging from 2.00% to 4.25% and have annual maturities ranging from $100,000 to $980,000.

All borrowings are being repaid out of operating funds.

Scheduled principal and interest requirements of long-term debt for years succeeding June 30,
2014, are summarized below:

Year Ending June 30 Principal Interest Total
2015 $ 1,925,215 $ 1,352,569 $ 3,277,784
2016 1,980,215 1,285,468 3,265,683
2017 2,065,215 1,212,881 3,278,096
2018 2,150,215 1,133,182 3,283,397
2019 2,240,215 1,048,743 3,288,958
2020-2024 12,250,135 3,793,571 16,043,706
2025-2029 9,588,695 1,305,323 10,894,018
2030 996,700 40,755 1,037,455
Totals $ 33,196,605 $ 11,172,492 $ 44,369,097
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During fiscal 2004, the College entered into a lease agreement with the State of Michigan as part
of the Capital Outlay program offered by the State Building Authority. The State appropriated
approximately $1,500,000 toward the construction of the College’s Lenawee Center. During
fiscal 2008, the College entered into a similar lease as part of the construction of the new
Atkinson Hall building and the renovation of a section of Whiting Hall. The net State contribution
amounted to $7,318,398. Again, in fiscal year 2011, the College entered into another lease with
the State of Michigan in connection with the renovation of Whiting Hall and the building of the
Health Laboratory Center. The net state contribution amounted to $10,016,314. The
appropriations were funded by the issuance of bonds by the State Building Authority. In return,
the College has deeded the buildings to the State Building Authority as collateral for the
bondholders. The College and the State of Michigan are leasing the buildings from the State
Building Authority for the period that the bonds for the buildings are being repaid by the State
Building Authority. These lease payments are made out of the State of Michigan general
operating budget. The College includes the buildings as part of its total investment in physical
plant as capital leases as the College will obtain title to the buildings at the end of the leases.
No corresponding obligations have been recorded since there are no payments due by the
College under these lease agreements.

Employee Severance Plan

The College entered into an employee severance plan to reduce the percentage of top of scale
employees and increase the percentage of lower salary employees, while avoiding layoffs and
program cuts. The “Employee Severance Plan” was a onetime offer to full-time faculty,
administrators, technical, and classified employees who would have twelve (12) or more years of
service with Jackson College or will be eligible to retire with full or reduced benefits with the
Michigan Public School Employee Retirement System as of June 30, 2012. The College selected
Educators Preferred Corporation (EPC) to implement and administer the five (5) year buyout
plan. The severance plan was selected by four (4) administrators, nine (9) faculty, and seven (7)
technical and classified employees. The College is liable for paying the full cost of the plan over
a three (3) year period beginning in 2013. The College has remaining required payments of
$425,116 in 2015.

7. PENSION PLANS

Defined Benefit Plan

Plan Description

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

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

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

The College is required to contribute the full actuarial funding contribution amount to fund
pension benefits, plus an additional amount to fund retiree healthcare benefits on a cash
disbursement basis. The rates for the years ended June 30, 2014 and 2013 as a percentage of
payroll ranged from 20.96 to 25.36 percent and from 20.96 to 25.36 percent, respectively.

The contribution requirements of plan members and the College are established by Michigan
State statute and may be amended only by action of the State Legislature. The College’s
contributions to MPSERS under all plans for the years ended June 30, 2014, 2013, and 2012 were
$3,802,000, $3,704,000, and $3,740,000, respectively, equal to the required contributions for
each year.

Other Postemployment Benefits

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

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

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

Other

Per MPSERS’ comprehensive annual financial report as of September 30, 2013, the unfunded
actuarial accrued liability (“UAAL™) for other postemployment benefits (“OPEB/Healthcare™) for
MPSERS is $13.4 billion, and the ratio of the UAAL to covered payroll is 155.4%.

For fiscal year ended June 30, 2014, Jackson College had approximately $12.1 million of covered
payroll. Applying the MPSERS ratio of the UAAL to Jackson College’s covered payroll results in an
estimated share of the UAAL for OPEB/Healthcare of $18.8 million.

Defined Contribution Plan

Effective July 1, 1996, the College established the Jackson College Optional Retirement Program
(“JCCORP™), a defined contribution pension plan qualified under Section 414(d) of the Internal
Revenue Code. Under this plan, eligible employees as of July 1, 1996 and who are members of
MPSERS, may continue their membership in MPSERS or may elect to participate in the plan and
retain limited membership in the retirement system. An employee becoming eligible after
July 1, 1996 may elect to become a member of MPSERS or to participate in JCCORP. The Plan
had 105 participants as of June 30, 2014. Benefit provisions and contribution requirements are
established and may be amended by the College. Required contributions are made by the
College and the participants at a rate of 14% and 4% of eligible compensation, respectively. For
the years ended June 30, 2014 and 2013, the cost of this plan to the College was approximately
$847,000 and $905,000 and participant contributions in the form of payroll deductions were
approximately $286,000 and $291,000, respectively.

8. RELATED PARTIES

Jackson College Foundation

The College provides personnel support, facilities and equipment to the Foundation at no
charge. In addition, the College received payments from the Foundation for student scholarships
and other support, including capital gifts, totaling approximately $862,000 and $1,767,000 for
the years ended June 30, 2014 and 2013, respectively. The College entered a lease agreement
with the Foundation on July 1, 2012 related to its W. J. Maher Campus building. The Foundation
has waived any rental expense for the College for fiscal 2013 and agreed to a rent amount of
$125,000 for fiscal 2014.
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10.

11.

Dahlem Environmental Center

In August 2005, the College spun off its Dahlem Environmental Center (the “Center’) operations
by entering into an agreement with The Dahlem Conservancy (the “Conservancy”), an
independent, nonprofit organization, and the private donor of the Center’s property. Under this
agreement, the College leases the Center’s property to the Conservancy for a term of 30 years
at an annual amount of $1. The agreement also states that any endowment gifts received for the
benefit of the Center will be restricted support of the Foundation, and the Foundation annually
distribute 5% of the total endowment funds held for the benefit of the Center to the
Conservancy in quarterly installments.

UNRESTRICTED NET POSITION

The College, through Board of Trustees action via the budget process, has designated the use of
unrestricted net position for the following purposes at June 30:

2014 2013
Major maintenance and
equipment replacement $ 7,111,101 $ 5,948,293
Future operations 5,446,740 5,497,492
Total unrestricted and designated 12,557,841 11,445,785
Unrestricted and undesignated 698,740 698,338
Total unrestricted net position $ 13,256,581 $12,144,123

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
the years ended June 30, 2014 and 2013, the College carried commercial insurance to cover all
risks of losses. The College has had no settled claims resulting from these risks that exceeded its
commercial coverage limits in any of the past three fiscal years.

COMMITMENTS, UNCERTAINTIES AND OTHER MATTERS

Government Programs

The College conducts certain programs pursuant to grants and contracts funded, and subject to
audit, by various federal and state agencies. Amounts questioned as a result of audits, if any,
may result in refunds to these governmental agencies. Any liabilities for reimbursements which
may arise as the result of these audits is not believed to be material.
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Employment Contract

The College is obligated pursuant to the terms of the College President’s employment contract
to provide housing in which the President is required to reside, maintain the buildings and
grounds and pay all utilities furnished for the President’s residential housing, annually reimburse
certain expenses connected with the Office of the President, and annually provide an agreed
upon amount of deferred compensation payable upon termination of the President’s tenure. The
President’s employment agreement is currently scheduled to expire on August 31, 2017.

Other Matters
The College may be subject to various legal proceedings and claims which arise in the ordinary
course of its business. The College believes that the amount, if any, of ultimate liability with

respect to legal actions will be immaterial.
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P Re h mann Rehmann Robson

675 Robinson Rd.
Jackson, MI 49203
Ph: 517.787.6503
Fx: 517.788.8111
rehmann.com

INDEPENDENT AUDITORS” REPORT ON
SUPPLEMENTARY INFORMATION

October 20, 2014

Board of Trustees
Jackson College
Jackson, Michigan

We have audited the financial statements of Jackson College (the “College™) as of and for the years
ended June 30, 2014 and 2013, and have issued our report thereon dated October 20, 2014, which
expressed an unmodified opinion on those financial statements. Our audit was conducted for the purpose
of forming an opinion on the financial statements as a whole. The supplementary information presented
hereinafter, which is the responsibility of management, is presented for purposes of additional analysis
and is not a required part of the financial statements. Such information has not been subjected to the
auditing procedures applied in the audit of the financial statements, and accordingly, we do not express

an opinion or provide any assurance on it.
%‘%’L—O‘- LLC

Rehmann is an independent member of Nexia International.
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