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CPAS & ADVISORS

Independent Auditors’ Report

Board of Trustees
State Fair Community College
Sedalia, Missouri

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of State Fair Community College
(the “College”), as of and for the year ended June 30, 2019, 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing 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 from material misstatement.

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 College’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 College’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.

www.kpmcpa.com
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Opinions

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 State Fair Community College, as of June 30, 2019, and the respective changes
in financial position, and, where applicable, cash flows thereof for the year then ended in accordance 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, pension information, and other postemployment benefit information, respectively, 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 Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise State
Fair Community College’s basic financial statements. The Other Financial Information is presented for purposes of
additional analysis and is not a required part of the basic financial statements. The Schedule of Expenditures of Federal
Awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, and is also not a
required part of the basic financial statements.

The Other Financial Information and the Schedule of Expenditures of Federal Awards are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such information directly to
the underlying accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the Other Financial Information and the Schedule of Expenditures of Federal
Awards are fairly stated in all material respects in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 2, 2019, on our
consideration of State Fair 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 solely 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 effectiveness of the College’s 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 State Fair Community College's internal control over financial reporting and compliance.

KPM Chts, P

KPM CPAs, PC
Springfield, Missouri
December 2, 2019
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State Fair Community College
Management’s Discussion & Analysis

Year Ended June 30, 2019

Introduction

Management’s Discussion and Analysis is an overview of the financial position and activities of State Fair Community
College (the College). It should be read in conjunction with the financial statements and notes that follow.

The College prepares the financial statements in accordance with Government Accounting Standards Board (GASB)
Statement No. 35, Basic Financial Statements — and Management’s Discussion and Analysis — for Public Colleges and
Universities. GASB Statement No. 35 establishes standards for external reporting for public colleges and universities and
requires that financial statements be presented on a combined basis to focus on the College as a whole. The accompanying
combined financial statements of the College include the accounts of the Junior College District of Sedalia (the District)
and the State Fair Community College Foundation (the Foundation).

There are three financial statements presented: the Combined Statement of Net Position; the Combined Statement of
Revenues, Expenses, and Changes in Net Position; and the Combined Statement of Cash Flows. The emphasis of the
discussion about the financial statements is on current year data. Previously, financial statements focused on the
accountability of individual fund groups rather than the College as a whole. Fund statements are still used internally to
manage the College and for external reporting to various agencies.

Individual fund statements have not been included in this financial statement presentation. The main difference between
the College’s financial statements and the individual fund statements presentation is the treatment of scholarship aid
used for tuition and fees. The statements, per GASB 35, require such aid to be offset against tuition and fees, whereas the
individual fund statements accounts for tuition and fees and scholarship aid at gross.

Fund accounting is the procedure by which resources for various purposes are classified for accounting and reporting
purposes into funds that are maintained in accordance with activities or specific objectives. Separate accounts are
maintained for each fund. Funds that have similar characteristics have been combined into fund groups. Accordingly, all
financial transactions have been recorded and reported by fund groups.

Using the Financial Statements

The College’s financial report includes three financial statements: the Combined Statement of Net Position; the Combined
Statement of Revenues, Expenses, and Changes in Net Position; and the Combined Statement of Cash Flows. These
financial statements are prepared in accordance with GASB principles, which establish standards for external financial
reporting for public colleges and universities.

Combined Statement of Net Position

The Combined Statement of Net Position presents the assets, deferred outflows of resources, liabilities, and deferred
inflows of resources, and net position of the College and the Foundation at June 30, 2019. The purpose of the Combined
Statement of Net Position is to present a snapshot of the financial condition of the College. Net position represents the
difference between assets, deferred outflows of resources, liabilities, and deferred inflow of resources.

Assets and liabilities are categorized as current or noncurrent. The difference is that current assets and liabilities mature
or become payable within the normal 12 month accounting cycle versus noncurrent, which mature or become payable
after 12 months. For example, at June 30, 2019, the College’s current assets consisted primarily of cash and cash
equivalents, short-term investments, net accounts receivable, auxiliary inventories, and other assets. Non-current assets
consist of property and equipment. Property and equipment are the capital assets owned by the College.



State Fair Community College

Management’s Discussion & Analysis

Year Ended June 30, 2019

Net position is presented in three major categories. The first is net investment in capital assets, which represents the
College’s equity in its property and equipment, net of related debt. The second is restricted net position, which is restricted
for capital projects. The third is unrestricted net position, which is available for any lawful purpose.

The following table of the College’s net position at June 30, 2019, shows the unrestricted portion at negative $6.5 million.

Current Assets
Non-current Assets
Total Assets

Deferred outflow of resources
Total Deferred Outflow of Resources

Current Liabilities
Non-current Liabilities
Total Liabilities

Deferred inflow of resources
Total Deferred Inflow of Resources

Net investment in capital assets
Restricted
Unrestricted

Total Net Position

(In Millions)
2019 2018
27.9 S 27.0
37.5 39.5
65.4 66.5
11.7 12.1
11.7 12.1
2.9 24
31.2 30.7
34.1 33.1
4.6 6.0
4.6 6.0
28.6 29.5
16.3 15.5
(6.5) (5.6)
384 S 394

Combined Statement of Revenues, Expenses, and Changes in Net Position

The Combined Statement of Revenues, Expenses, and Changes in Net Position presents the College’s financial results for
the fiscal year. The statement includes the College’s revenues and expenses, both operating and nonoperating.

Operating revenues and expenses are those for which the College directly exchanges goods and services. Nonoperating
revenues and expenses are those that exclude specific, direct exchanges of goods and services. Local property tax revenue
and state aid are two examples of nonoperating revenues where the local taxpayers and the state, respectively, do not
directly receive goods and services for the revenue.



State Fair Community College
Management’s Discussion & Analysis

Year Ended June 30, 2019

The following is a condensed summary of the change in net position, with prior year comparable data:

(In Millions)
2019 2018
Operating Revenue S 33.2 S 34.5
Operating Expenses (45.8) (47.5)
Operating (Loss) (12.6) (13.0)
Nonoperating Revenues (Expenses), net 11.6 12.4
Change in Net Position (1.0) (0.6)
Net Position, Beginning of year 394 40.0
Net Position, End of year S 38.4 S 39.4

One of the financial strengths of the College is the diverse stream of revenues that supplement its student tuition and
fees. The following are the College’s 2019 and 2018 revenues, both operating and nonoperating:

(In Millions)
2019 2018
Operating Revenues

Student tuition and fees, net S 9.9 S 9.4
Contracts and grants 20.1 21.2
Auxiliary services 2.8 2.8
Other 0.4 1.1

Total Operating Revenue S 33.2 S 34.5

(In Millions)
2019 2018
Nonoperating Revenues (Expenses)

State appropriations S 5.9 S 6.0
County property tax revenue 3.7 3.5
Gifts and donations 1.7 2.0
Investment income 0.6 0.6
Gain on investments 0.4 0.6
Gain on disposal of assets - 0.2
Department of Education program review (0.4) -
Interest on debt related to property and equipment (0.3) (0.5)

Total Nonoperating Revenues (Expenses), Net S 11.6 S 12.4




State Fair Community College
Management’s Discussion & Analysis

Year Ended June 30, 2019

Following are the components of operating expenses for the College during 2019 and 2018:

(In Millions)

Operating Expenses by Functional Classification 2019 2018
Instruction S 12.8 S 12.7
Public services 0.6 0.4
Academic support 4.1 4.4
Student services 3.7 3.8
Institutional support 6.5 6.2
Auxiliary services 2.3 2.9
Scholarships and fellowships 10.6 11.4
Depreciation 2.4 2.4
Bad debt expense 0.3 0.4
Plant operating expenses 2.5 2.9

Total S 45.8 S 47.5
(In Millions)

Operating Expenses by Natural Classification 2019 2018
Salaries and benefits S 20.0 S 20.0
Supplies and other services 11.6 12.3
Scholarships and fellowships 10.6 11.4
Utilities 0.9 1.0
Depreciation 2.4 2.4
Bad debt expense 0.3 0.4

Total S 45.8 S 47.5
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State Fair Community College
Management’s Discussion & Analysis

Year Ended June 30, 2019

Combined Statement of Cash Flows

The Combined Statement of Cash Flows presents information about the cash activity of the College. The statement shows
the major sources and uses of cash. The following is a summary of the combined statement of cash flows for the years
ended June 30, 2019 and 2018:

(In Millions)
2019 2018

Cash Provided (Used) By

Operating activities S (10.2) S (9.5)

Noncapital financing activities 10.6 12.7

Capital financing activities (1.6) (2.7)

Investing activities (3.4) 3.8
Net Change in Cash and Cash Equivalents (4.6) 5.3
Cash and Cash Equivalents, Beginning of year 10.4 5.1
Cash and Cash Equivalents, End of year S 5.8 S 10.4

Combined Long-Term Obligations

The following is a summary of long-term obligations of the College as of June 30, 2019 and 2018:

(In Millions)
2019 2018
Long-Term Obligations - Combined
Loans and leases S 4.2 S 4.9
Certificates of participation 4.7 5.2
Net pension liability 20.4 18.6
Postemployment benefit liability 3.0 2.7
Total Long-Term Obligations S 32.3 S 31.4
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State Fair Community College
Management’s Discussion & Analysis

Year Ended June 30, 2019

Economic Outlook

The College continues to successfully face financial challenges to its academic programs and technology stemming from a
strong labor market, rising operating and benefit costs, downward pressure on enrollment, and moderate to flat growth
in state and local funding. Revenue forecasting is challenging under the best of circumstances and is even more difficult
when there is significant uncertainty around national tax and economic policy.

With Missouri’s economic growth accelerating, continued state revenue growth is expected for Fiscal Year 2019 and Fiscal
Year 2020. The Governor’s Fiscal Year Budget was based on a forecast of revenue growth of 1.7 percent in Fiscal Year 2019
and 2.0 percent in Fiscal Year 2020. Missouri’s economy improved in 2018. According to payroll data in December 2018,
employment has increased. Through the first eleven months of 2018, employment improved 1.2 percent compared to
2017. Unemployment claims remain below pre-recession levels. Both personal income and consumer spending grew.

Governor Parson has made workforce development a cornerstone of his economic policy for the State of Missouri. In
addition to its numerous AAS programs, State Fair Community College has significant current investments and future
planned investments in highly-skilled vocational training programs including Health Sciences, Precision Machining,
Welding, Automotive, and numerous customized training programs. This positions State Fair Community College to
benefit from the Governor’s economic priority of developing a highly-skilled workforce in the State of Missouri.

However, given the current uncertainty in domestic and international trade policy and its impact on overall future
economic growth, it is imperative that the College continue its ongoing efforts toward revenue diversification and cost
containment in order to provide the necessary resources to support a level of excellence in service to our students and
College community. In addition, the Federal government, concerned about the issue of college costs, continues to look at
proposals that could cause major transformation in higher education reforms. It is important that the administration pay
close attention to the proposals and the impact they could have on the allocation of federal student aid. Additionally,
the strong labor market in 2018 and 2019 has absorbed many potential students into the workforce that otherwise would
have continued their education. This has put downward pressure on enrollment not only at State Fair Community College,
but at post-secondary education institutions throughout Missouri and the nation.

While State Fair Community College is well positioned to maintain a strong financial position in the near term, ongoing
constraints on revenue are expected due to flat to moderate state appropriation increases, flat local property taxes,
downward pressure on enrollment, and modest tuition increases with the implementation of tiered tuition for many of
the high-cost technical programs. Management believes that some of the pressure can be offset by enrollment
management and continued efforts to contain costs. State Fair Community College’s financial position is closely tied to
the economy and the State’s budget. Changes in the economy, unemployment rates, high school graduation yield rates,
and retention efforts have all affected student enrollments. Additionally, management needs to continue to monitor the
performance measures that are becoming more a part of the funding formula at both the federal and state level. The
revenues State Fair Community College receives for sponsored programs from various government agencies and private
sources are an increasingly important supplement to the fundamental support provided by state appropriations, student
tuition, and local property taxes.
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State Fair Community College

Management’s Discussion & Analysis

Year Ended June 30, 2019

As a labor-intensive organization, State Fair Community College faces competitive salary pressures related to attracting
and retaining high-quality faculty and staff. Moreover, consistent with the national landscape, the cost of the College’s
benefits for its active employees and retirees has increased dramatically over the past several years, with the increasing
cost of medical care and prescription drugs of particular concern. Even though the retirement system has been relatively
stable for the past five years, and medical care and prescription drug costs have remained low relative to the national
average, the administration continues to keep these costs in the budget discussions each year. The new GASB statements
make significant changes to both how OPEB liabilities are calculated and reported. Additionally, some components of the
Patient Protection and Affordable Care Act could have a significant impact on health-care costs to the College. To address
these challenges, the College has successfully taken and continues to take proactive steps to respond to the challenges of
rising costs while protecting the quality of the overall benefit package.

While it is not possible to predict future results, overall, management believes that the College’s financial position remains
strong as evidenced by the 2019 financial statements.

Contacting the College’s Financial Management

This financial report is designed to provide our citizens, taxpayers, students, and investors with a general overview of the
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 information, contact Mr. Keith Acuff, Vice President for Finance and Administration, State Fair
Community College, 3201 West 16th Street, Sedalia, MO 65301.
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State Fair Community College
Combined Statement of Net Position

June 30, 2019

Assets

Current Assets
Cash and cash equivalents
Investments
Accounts receivable, net
Property taxes receivable, net
Prepaid expenditures
Inventory

Total Current Assets

Noncurrent Assets
Capital Assets
Non-depreciable
Depreciable, net
Total Noncurrent Assets
Total Assets

Deferred Outflow of Resources
Deferred pension outflow
Deferred OPEB outflow

Total Deferred Outflows of Resources
Total Assets and Deferred Outflow of Resources

Liabilities
Current Liabilities
Accounts payable
Accrued liabilities
Unearned revenues

Current maturities of long-term debt

Other current liabilities
Total Current Liabilities

Noncurrent Liabilities
Long-term debt
Net pension liability

Post-employment benefit liability

Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources
Deferred pension inflow

Deferred postemployment benefit inflow
Total Deferred Inflows of Resources

Net Position
Net investment in capital assets
Restricted
Unrestricted
Total Net Position

Total Liabilities, Deferred Inflow of Resources, and Net Position

See accompanying notes to the financial statements
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5,861,512
17,455,079
3,548,489
26,938
141,041
811,129

27,844,188

11,352,229
26,164,954

37,517,183

65,361,371

11,617,871
110,010

11,727,881

77,089,252

72,349
1,271,397
28,800
1,100,278
375,869

2,848,693

7,872,440
20,372,156
2,986,827

31,231,423

34,080,116

4,564,652
72,046

4,636,698

28,544,465
16,337,862
(6,509,889)

38,372,438

77,089,252




State Fair Community College
Combined Statement of Revenues, Expenses, & Changes in Net Position

Year Ended June 30, 2019

Operating Revenues
Student tuition and fees (net of scholarship allowance of $7,825,674) S 9,943,607

Federal grants and contracts 15,103,020
State and local grants and contracts 4,961,539
Auxiliary services revenues 2,799,147
Other operating revenues 371,331

Total Operating Revenues 33,178,644

Operating Expenses

Salaries 14,729,043
Fringe benefits 5,332,069
Supplies and other services 11,572,378
Scholarships and fellowships 10,556,060
Utilities 928,885
Depreciation 2,420,493
Bad debt expense 272,601

Total Operating Expenses 45,811,529

Operating (Loss)

Nonoperating Revenues (Expenses)

(12,632,885)

State appropriations 5,948,948
County property tax revenue 3,656,779
Gifts and donations 1,734,413
Investment income 573,478
Gain on investments 340,484
Gain on disposal of assets 1,000
Other income 34,205
Department of Education program review (391,731)
Interest on debt related to property and equipment (296,542)
Total Nonoperating Revenues (Expenses), Net 11,601,034
Change in Net Position (1,031,851)
Net Position, Beginning of year 39,404,289
Net Position, End of year S 38,372,438

See accompanying notes to the financial statements
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State Fair Community College

Combined Statement of Cash Flows

Year Ended June 30, 2019

Cash Flows from Operating Activities

Student tuition and fees S 8,517,555
Payments to suppliers (11,551,253)
Payments for utilities (928,885)
Payments for employees (14,592,951)
Payments for benefits (4,302,037)
Payments for financial aid and scholarships (10,556,060)
Auxiliary enterprises charges, bookstore and vending 2,799,147
Contracts and grants 20,064,559
Other revenues 371,331
Net Cash (Used) by Operating Activities (10,178,594)
Cash Flows from Noncapital Financing Activities
State aid and grants appropriations 5,948,948
County property tax revenue 3,664,060
Gifts and donations 1,381,951
Department of education program review (391,731)
Payments for other nonoperating activities 34,205
Net Cash Provided by Noncapital Financing Activities 10,637,433
Cash Flows from Capital Financing Activities
Proceeds from sale of capital assets 12,010
Purchase of property and equipment (273,959)
Principal paid on debt related to property and equipment (1,071,343)
Interest paid on debt related to property and equipment (296,542)
Net Cash (Used) by Capital Financing Activities (1,629,834)
Cash Flows from Investing Activities
Interest on investments 573,478
Purchase of investments, net (3,979,662)
Net Cash (Used) by Investing Activities (3,406,184)
Decrease in Cash and Cash Equivalents (4,577,179)
Cash and Cash Equivalents, Beginning of year 10,438,691
Cash and Cash Equivalents, End of year S 5,861,512

See accompanying notes to the financial statements
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State Fair Community College
Combined Statement of Cash Flows

Year Ended June 30, 2019

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

Changes in assets, deferred outflows, liabilities and deferred inflows:

Receivables, net

Prepaid expenditures

Inventory

Deferred pension outflow

Accounts payable

Accrued liabilities

Unearned revenue

Net pension liability

Postemployment benefit liability

Other liabilities

Deferred pension inflow

Deferred post-employment benefit inflow
Net Cash (Used) by Operating Activities

See accompanying notes to the financial statements
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S (12,632,885)
2,420,493

(954,585)
13,670
(20,601)
385,093
(29,691)
128,288
(141,119)
1,796,281
246,596
7,804
(1,386,223)
(11,715)

S (10,178,594)




State Fair Community College
Notes to the Financial Statements

June 30, 2019

1. Summary of Significant Accounting Policies

State Fair Community College was created on April 5, 1966, as the Junior College District of Sedalia, Missouri and operates
under an elected Board of Trustees form of government. State Fair Community College is a public institution of higher
education providing services to residents in all or in part of the counties of Benton, Pettis, Cooper, Hickory, Johnson,
Morgan, Henry and Saline.

The accounting methods and procedures adopted by the College conform to accounting principles generally accepted in
the United States of America as applied to governmental entities. The following notes to the financial statements are an
integral part of the College’s Financial Statements.

Financial Reporting Entity

The financial reporting entity consists of (a) the primary government, (b) organizations for which the primary government
is financially accountable, and (c) other organizations for which the primary government is not accountable, but for which
the nature and significance of their relationship with the primary government are such that exclusion would cause the
reporting entity’s financial statements to be misleading or incomplete. Component units are legally separate organizations
for which the elected officials of the primary government are financially accountable. Financially accountable means the
primary government is accountable for the component unit and the primary government is able to impose its will or the
component unit may provide financial benefits or impose a burden on the primary government. In addition, component
units can be other organizations for which the nature and significance of their relationship with the primary government
are such that exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

The College is a primary government, which is governed by an elected six-member Board. As required by accounting
principles generally accepted in the United States of America, the College has evaluated the above criteria to determine
whether any other entity meets the definition of a component unit and must be included in these financial statements.
The component unit discussed below is included in the College’s reporting entity because of the significance of its
operational or financial relationships with the College.

Component Units

Blended Component Unit

The J. Higdon Potter Educational Foundation (the “Foundation”) (also known as the State Fair Community College
Foundation) is governed by a separate board. Although legally separate from the College, the Foundation is reported as if
it were part of the primary government because its sole purpose is to raise monies for scholarships and the benefit of the
College.

Basis of Accounting and Measurement Focus

The College prepares its financial statements in accordance with accounting principles generally accepted in the United
States of America, as prescribed by the Governmental Accounting Standards Board (“GASB”). For financial reporting
purposes, the College is considered a special purpose government engaged only in business-type activities. Accordingly,
the College’s financial statements are presented using the economic resources measurement focus and the accrual basis
of accounting, which is similar to that often found in the private sector. The measurement focus is upon income
determination, financial position and cash flows.
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State Fair Community College

Notes to the Financial Statements

June 30, 2019

GASB Statement No. 35, Basic Financial Statements and Management’s Discussion and Analysis - for Public Colleges and
Universities establishes standards for external financial reporting for public colleges and universities, which is meant to
present information in a format that more closely resembles that of the private sector. The College reports as a business-
type activity, as defined by GASB Statement No. 35.

The College’s resources are classified for accounting and reporting purposes into the following net position categories:

Net Investment in Capital Assets: Capital assets, net of accumulated depreciation and outstanding principal
balances of debt attributable to the acquisition, construction or improvement of those assets.

Restricted: Net position whose use by the College is subject to externally imposed stipulations that they can be
fulfilled by actions of the College pursuant to those stipulations or that expire by the passage of time. When the
College is able to utilize restricted expendable assets or unrestricted assets, it utilizes the restricted assets first.
The College’s restricted net position reflects unspent tax levy proceeds restricted for debt service and unspent
contributions with purpose restrictions.

Unrestricted: Net position that is not subject to externally imposed stipulations. Unrestricted net position may be
designated for specific purposes by action of management or the Board of Trustees or may otherwise be limited
by contractual agreements with outside parties.

It is the College’s policy to first use restricted net position prior to the use of unrestricted net position when expenditures
are made for purposes for which both restricted and unrestricted net position are available.

Use of Estimates

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

Fair Value

The fair value measurement and disclosure framework provides for a fair value hierarchy that gives highest priority to
quoted prices in active markets for identical assets or liabilities (Level 1 measurements) and the lowest priority to
unobservable inputs (Level 3 measurements). The asset’s or liability’s fair value measurement level within the fair value
hierarchy is based on the lowest level of any input that is significant to the fair value measurement. There have been no
significant changes from the prior year in the methodologies used to measure fair value. The levels of the fair value
hierarchy are described below:

Level 1: Inputs using quoted prices in active markets for identical assets or liabilities.
Level 2: Inputs using significant other observable inputs including quoted prices for similar assets or liabilities.

Level 3: Inputs are significant unobservable inputs.
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Cash, Cash Equivalents, and Investments

The College considers all highly liquid investments (including restricted assets) with an original maturity of three months
or less at date of acquisition to be cash equivalents. Securities with an initial maturity of more than three months at the
date of acquisition are reported as investments.

Student Accounts Receivable

Student accounts receivable are uncollateralized student obligations. Accounts receivable are stated at the billed amount
less applied scholarships and loan proceeds. The carrying amount of accounts receivable is reduced by an allowance for
doubtful accounts based on management’s assessment of the collectability of specific student accounts and the aging of
the accounts receivable. All accounts, or portions thereof, deemed to be uncollectible or to require an excess collection
cost are written off to the allowance for doubtful accounts.

Inventory
Inventory consisting of bookstore items is stated at the lower of cost or market with cost being determined on a first in,
first out basis.

Capital Assets

Capital assets, including land, buildings, improvements, infrastructure, and equipment assets, are reported in the
business-type activities. Capital assets are defined by the College as assets with an initial, individual cost of more than
$5,000 and an initial useful life of one year or greater. Such assets are recorded at historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend the life of the
asset are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.

Interest incurred during the construction phase of capital assets is included as part of the capitalized value of the assets
constructed less interest income earned on debt proceeds. No interest was capitalized in the current year.

Buildings, improvements, infrastructure and equipment assets are depreciated using the modified half-month
depreciation method, (straight line depreciation with a half-month depreciation if placed in service before the middle of
the month, otherwise no depreciation until the next full month) over the following estimated useful lives:

Assets Years
Buildings 40
Land Improvements 20to 25
Equipment 5to7
Vehicles 6
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Unearned Revenue

Unearned revenue consists of future revenue received from early enrollment payments for the fall semester as well as
unearned grant revenue. Revenue will be recognized as income when earned.

Compensated Absences

Employees earn vacation, personal, and sick leave during the year using a formula based on the employee’s classification,
hours worked, and years of service. Unpaid vacation, personal, and sick leave are classified in the accompanying
statements of net position as a component of accrued wages payable.

Deferred Outflows/Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for deferred outflows of
resources. This separate financial statement element, deferred outflows of resources, represents a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources (expense) until then.
Currently, the College has two items that qualify for reporting in this category, deferred amounts relating to employer
contributions to the retirement plan and post-employment benefit plan.

In addition to liabilities, the statement of financial position will sometimes report a separate section for deferred inflows
of resources. This separate financial statement element, deferred inflows of resources, represents an acquisition of net
position that applies to a future period(s) and so will not be recognized as an inflow of resources (revenue) until that time.
The College has two types of items that qualify for reporting in this category, deferred pension inflows relating to the
retirement plan and postemployment benefit plan. These amounts are recognized as an inflow of resources in the period
that the amounts become available.

Post-Employment Health Care Benefits

Retiree Benefits

The College offers postemployment health care benefits to all employees who retire from the College. Retirees are eligible
as long as they receive retirement benefits under the Public School Retirement System. Retirees pay 100% of their own
premiums.

COBRA Benefits

Under the Consolidated Omnibus Budget Reconciliation Act (COBRA), the College makes health care benefits available to
eligible former employees and their eligible dependents. Certain requirements are outlined by the federal government
for this coverage. The premium is paid in full by the insured each month. This program is offered for a duration of 18
months after the employee’s termination date. There is no associated cost to the College under this program.

Classification of Revenues

The College has classified its revenues as either operating or nonoperating revenues according to the following criteria:
Operating Revenues: Operating revenues include activities that have the characteristics of exchange transactions,
such as student tuition and fees; sales and services of auxiliary enterprises; most federal, state, and local grants

and contracts and federal appropriations; and interest on student loans. Revenue from operating sources is
recognized when earned.
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Nonoperating Revenues: Nonoperating revenues include activities that have the characteristics of nonexchange
transactions, such as gifts and contributions, property tax revenue, and other revenue sources that are defined as
nonoperating revenues by GASB No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and
Government Entities That Use Proprietary Fund Accounting, and GASB No. 34, such as state appropriations and
investment income.

Scholarship Allowance

Student tuition and fee revenue are presented net of financial assistance and scholarships applied to student accounts.

Federal Student Financial Assistance Programs

The College participates in the following federal student financial aid programs: Federal Pell Grant, Federal Supplemental
Education Opportunity Grant, Federal Work Study, and Federal Direct Loan Programs. Federal programs are audited in
accordance with the Single Audit Act Amendments of 1996, and the Compliance Supplement Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards
(Uniform Guidance).

Property Tax Revenue Recognition
Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on November 1 and are due and
payable at that time. All unpaid taxes levied November 1 become delinquent after December 31 of that year.

Income Tax Status

The College is exempt from income tax as a local governmental unit. The Foundation has qualified for exemption from
income tax under Section 501(c)(3) of the Internal Revenue Code.

2. Cash, Cash Equivalents, & Investments
Cash
Custodial Credit Risk

Custodial credit rate risk is the risk that, in event of a bank failure, the College will not be able to recover the value of its
deposits that are in possession of an outside party. State statutes and Board policy require that the College’s deposit with
financial institutions in excess of any insurance limit must be 100% collateralized in the name of the College by the trust
department of a bank that does not hold the collateralized deposits. At June 30, 2019, the College and Foundation balances
on deposit totaled $7,611,627 and $474,799, respectively. These balances include cash and certificates of deposit that are
maintained at financial institutions. At June 30, 2019, $103,344 of the Foundation’s deposits in financial institutions were
exposed to custodial credit risk.
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Concentration of Credit Risk

The College places no limit on the amount the College may deposit at any one institution. More than 5% of the College’s
total balances on deposit at June 30, 2019, are in the following institutions:

e Equity Bank —$4,280,921

e Farmers Bank of Lincoln — $1,348,850
e Commerce Bank — $1,470,000

e Central Bank —$502,031

Investments

Interest Rate Risk and Credit Risk

State statutes permits public colleges to invest in obligations of the State of Missouri or U.S. Government and obligations
of government agencies. The College’s formal investment policy limits investment maturities as a means of managing its
exposure to fair value losses arising from increasing interest rates. By Board policy, the College may invest in Certificates
of Deposit, U.S. Treasury Bills, and other obligations of the U.S. Government, U.S. Government Agency, or a corporation
guaranteed by the full faith and credit of the U.S. Government.

The Foundation 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. Nor does it have a formal investment policy that would
limit its investment choices. The Foundation’s investment objectives would be conservative to moderate with a return
objective of current income and capital appreciation.

Concentration of Credit Risk

The Foundation places no limit on the amount that may be invested in any one issuer.

The College categorizes its investments within the fair value hierarchy as discussed in Note 1. As of June 30, 2019, the
College had the following recurring fair value measurements:

Not Subject Fair Value Fair Value
Investment Maturity Dates to Fair Value Level 1 Level 2 Total
College

Certificates of Deposit 3/2/2020-1/11/2021 S 2,818,850 S - S - S 2,818,850
Foundation

Equity Securities N/A - 9,510,236 - 9,510,236

Fixed Income Securities N/A - 4,177,864 - 4,177,864

Alternatives N/A 892,702 - - 892,702

U.S. Corporate Bonds 2/1/2029 - - 10,833 10,833

U.S. Treasury Bonds 5/15/2021 - - 44,594 44,594

892,702 13,688,100 55,427 14,636,229

S 3,711,552 S 13,688,100 S 55,427 S 17,455,079
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Certificates of Deposit

All certificates of deposit are at various financial institutions and are fully collateralized in the name of the College.

U.S. Treasury Bonds

Foundation funds in U.S. Treasury Bonds are held by Central Investment Advisors and are rated Aaa by Moody’s.

Equity Funds

The Foundation has $9,510,236 invested in equity funds at Central Trust Company. The equity fund portfolio is comprised
of hedged equity, international developed, mid and small capital funds, and the largest percentage invested in large capital
funds. The fund is not rated.

Fixed Income Securities

The Foundation has $4,177,864 invested in fixed income securities at Central Trust Company. The fixed income securities
are comprised of floating rate debt, inflation protected debt, and investment grade debt. These funds are not rated.
Alternatives

The Foundation has $892,702 invested in alternatives at Central Trust Company. The alternatives are comprised of flexible
and strategic income funds which are not rated.

U.S. Corporate Bonds

The Foundation has securities in U.S. corporate bonds on deposit with Edward Jones which were rated Baa3 by Moody’s.

3. Accounts Receivable
Accounts Receivable

Student and other accounts receivable are presented net of allowances for uncollectible accounts and net of discount on
pledges receivable. As of June 30, 2019, these amounts were as follows:

College Foundation Eliminations Total
Accounts receivable S 6,685,357 S 278,156 S (77,601) S 6,885,912
Allowance (3,320,728) (6,975) - (3,327,703)
Discount on pledges receivable - (9,720) - (9,720)
Net accounts receivable S 3,364,629 S 261,461 S (77,601) S 3,548,489
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Property Tax Receivable

Property taxes receivable are presented net of allowances for uncollectible accounts. As of June 30, 2019, these amounts
were as follows:

College
Property tax receivable S 47,787
Allowance (20,849)
Net property tax receivable S 26,938

4. Taxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied on November 1 and payable by
December 31. The counties collect the property tax and remit it to the College.

The assessed valuation of the tangible taxable property for calendar year 2018 for purposes of local taxation was:

Real estate S 633,195,880
Personal property 215,950,593
Total Assessed Valuation S 849,146,473

The tax levy per $100 of the assessed valuation of tangible taxable property for the calendar year 2018 for purposes of
local taxation was:

General Fund S 0.4113
Total Levy S 0.4113

Article VI, Section 26(b), Constitution of Missouri, limits the outstanding amount of authorized general obligation bonds
of a community college district to 5 percent of the assessed valuation of the community college district. The legal debt
margin of the community college district at June 30, 2019, was:

Constitutional debt limit S 42,457,324
General obligation bonds payable -

Amount available to service debt -
Legal Debt Margin S 42,457,324

5. Interest Capitalization

Interest expense that relates to the cost of acquiring or constructing fixed assets in the College is capitalized. Interest
expense incurred in connection with construction of capital assets is reduced by interest earned on the investment of
funds borrowed for construction in accordance with Governmental Accounting Standards Board (GASB) Statement Section
1400-120-137 - Capitalization of Interest Costs. There was no interest capitalized during the current fiscal year.
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6. Property & Equipment

The properties of the College consisted of the following categories at June 30, 2019:

Balance Balance
June 30, 2018 Additions Retirements June 30, 2019

Non-depreciable capital assets

Land $ 1,794,745 ¢ -8 - $ 1,794,745

Artwork 9,374,419 183,065 - 9,557,484
Total non-depreciable capital assets 11,169,164 S 183,065 S - 11,352,229
Depreciable capital assets

Library books 2,001,934 S 59,420 S 2,110 2,059,244

Buildings and improvements 46,898,357 - - 46,898,357

Furniture and fixtures 7,248,025 199,550 462,544 6,985,031

Vehicles 248,006 14,989 - 262,995
Total depreciable capital assets 56,396,322 S 273,959 S 464,654 56,205,627
Less accumulated depreciation 28,073,824 S 2,420,493 S 453,644 30,040,673
Total depreciable capital assets, net 28,322,498 26,164,954

Capital assets, net S 39,491,662 $ 37,517,183

The College has elected to capitalize its collection of library books, artwork and historical treasures. This collection adheres
to the College’s policy to (a) maintain them for public exhibition, education or research; (b) protect, keep unencumbered,
care for, and preserve them; and (c) require proceeds from their sale to be used to acquire other collection items.
Collections that are inexhaustible and meeting this criteria need not be depreciated under generally accepted acc