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INDEPENDENT AUDITOR'S REPORT
-
Board of Trustees
Jones County Junior College
Ellisville, Mississippi
v We have audited the accompanying financial statements of Jones County Junior College and its
component unit, Jones County Junior College Foundation, Inc. (collectively, the "College"), as
of and for the years ended June 30, 2006 and 2005. These financial statements are the
responsibility of the College's management. QOur responsibility is to express an opinion on these
financial statements based on our audits.
-

We conducted our audits in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audits to obtain reasonable assurance about whether the

- financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

w
In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the entities, as of June 30, 2006 and 2005, and the respective
changes in their financial position and their cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

v In accordance with Government Auditing Standards, we have also issued our report dated

November 3, 2006, on our consideration of the College's internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compliance and the results of that testing, and not

- to provide an opinion on the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audits.



The Management's Discussion and Analysis on pages 5 through 30, is not a required part of the
basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation
of the required supplementary information. However, we did not audit the information and
express no opinion on it.

Our audits were conducted for the purpose of forming an opinion on the financial statements that
collectively comprise Jones County Junior College's basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic
financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and, in our opinion, is fairly stated, in all material
respects, in relation to the basic financial statements taken as a whole.

L 1L

Laurel, Mississippi
November 3, 2006
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JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

This section of the Jones County Junior College annual financial report presents our discussion
and analysis of the financial performance of the College during the fiscal years ended June 30,
2006 and 2005. This discussion has been prepared by management along with the financial
statements and related footnote disclosures and should be read in conjunction with and is
qualified in its entirety by the financial statements and footnotes. The financial statements,
footnotes, and this discussion are the responsibility of management.

Using this Annual Report

This annual report consists of a series of financial statements, prepared in accordance with the
Governmental Accounting Standards Board Statement No. 35, Basic Financial Statements and
Management's Discussion and Analysis for Public Colleges and Universities.

One of the most important questions asked is whether the College as a whole is better or worse
off because of the year's activities. The key to understanding this question is the statement of net
assets, the statement of revenues, expenses and changes in net assets, and the statement of cash
flows. These statements present financial information in a form similar to that used by
corporations. It is prepared under the accrual basis of accounting, whereby revenues and assets
are recognized when the service is provided, and expenses and liabilities are recognized when
others provide the service, regardless of when cash is exchanged.

Reporting the College's Financial Activities

Statement of Net Assets

The statement of net assets includes all assets and liabilities. The College's net assets (the
difference between assets and liabilities) are one indicator of the College's financial health. Over
time, increases or decreases in net assets are one indicator of the improvement or erosion of the
College's financial health when considered with non-financial facts such as enrollment levels and
the condition of the facilities.

The following condensed statement of net assets indicates another year of growth in the
College's net assets. This 6 percent increase is represented primarily in capital assets resulting
from improvements to campus facilities.



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Condensed Statement of Net Assets

2006 2005 2004
Assets
Current assets S 14,167,036 $ 12,019,430 $ 12,584,557
Non-current assets
Capital, net 46,858,748 44,807,819 40,886,086
Other 7,025,240 7,385,199 6,974,049
Total assets 68,051,024 64,212,448 60,444,692
Liabilities
Current liabilities 3,717,145 3,256,519 4,152,703
Non-current liabilities 263,809 311,468 658,236
Total liabilities 3,980,954 3,567,987 4,810,939
Net assets
Invested in capital assets, net 46,546,974 44,287,613 40,381,304
Restricted
Non-expendable 496,468 505,331 518,549
Expendable 6,919,717 7,659,258 6,809,975
Unrestricted 10,106,911 8,192,259 7,923,925
Total net assets $ 64,070,070 $ 60,644,461 §$ 55,633,753

The current asset position at June 30, 2006 i1s $14,167,037. This represents primarily cash,
accounts receivable and investments. Total Accounts Receivable of $5,422,853 is reported net
of Allowance for Doubtful Accounts of $360,785.

The current asset position at June 30, 2005 is $12,019,430. This represents primarily cash,
accounts receivable and investments. Total accounts receivable of $3,635,146 is reported net of
allowance for doubtful accounts of $529,081.

The current asset position at June 30, 2004 was $12,584,557. This represents primarily cash,
accounts receivable and investments. Total accounts receivable of $4,356,567 is reported net of
allowance for doubtful accounts of $670,619.

The largest portion of the College's net assets (73 percent) is in the category of "invested in
capital assets" (land, buildings and equipment), less the related debt. The restricted portion of
the net assets represents resources subject to external restrictions. Restricted non-expendable net
assets consist of endowment gifts with specific restrictions on spending the principal given.
Restricted expendable net assets consist of gifts with specific restrictions, grants from third-party
agencies with expenditure restrictions, plant funds restricted for capital projects and loan funds.



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

The following is a breakdown of the restricted net assets:

2006 2005 2004
Non-expendable endowment funds $ 496,468 $ 505,331 $ 518,549
Scholarships 144,778 17,025 17,050
Capital projects 6,290,468 7,024,981 6,166,787
Loan funds 19,103 19,009 18,909
Other 465,368 598,243 607,229
Total restricted net assets $ 7,416,185 $ 8,164,589 $ 7,328,524

The remaining net assets are unrestricted and may be used to meet the College's operating
obligations as they become due.

Statement of Revenues, Expenses and Changes in Net Assets

The statement of revenues, expenses and changes in net assets presents the revenues earned and
the expenses incurred during the year. Activities are reported as either operating or non-
operating. The financial reporting model classifies State appropriations and gifts as non-
operating revenues. The College's dependency on State aid and gifts results in an operating
deficit. The utilization of long-lived assets, referred to as capital assets, is reflected in the
financial statements as depreciation, which amortizes the cost of an asset over its expected useful
life.

Condensed Statement of Revenues, Expenses and Changes in Net Assets

Percent
2006 2005 2004 Change*
Operating revenues
Tuition and fees (net) $ 2,941,592 § 3,112,632 § 2,778,929 550 %
Grants and contracts 16,473,902 13,485,736 14,568,143 22.16
Sales and service 123,618 122,201 124,233 1.16
Auxiliary enterprises 2,320,427 2,532,034 2,708,478 -8.36
Other operating revenues 507,049 644,795 775,525 -21.36
Total operating revenues 22,366,588 19,897,398 20,955,308 12.41
Operating expenses 36,651,326 35,188,565 36,304,838 4.16
Operating loss (14,284,738) (15,291,167)  (15,349,530) -6.58
Non-operating revenues
State appropriations 11,653,616 12,096,018 12,504,200 -3.66
County appropriations 1,941,828 1,880,186 1,775,620 3.28
Gifts 139,103 95,056 792,841 24.71
Investment income, net 514,102 372,738 354,758 37.93
Other non-operating revenues 517,222 88,659 463,950 5006.57

9



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Percent
2006 2005 2004 Change*
Non-operating expense
Interest on indebtedness $ (13,127 $ (29,903) $ - -56.10 %
Other non-operating expense (5,903) (202,131) - -97.08
Net non-operating revenues 14,746,841 14,300,623 15,891,369 3.12
Income (loss) before
appropriations restricted
for capital purposes 462,103 (990,544) 541,839 146.65
Capital appropriations 2,963,506 6,001,252 4,196,823 -50.62
Change in net assets 3,425,609 5,010,708 4,738,662
Net assets at beginning of year 60,644,461 55,633,753 50,895,001
Net assets at end of year $ 64,070,070 $ 60,644,461 $ 55,633,753
*Percentage change from 2005 to 2006.
Total Revenue by Source
2006
| State
Appropriations
33% B County
Appropriations
BAll Other revenue 8%
3%
B Investment

Auxiliary
enterprise revenue
6%

B Grants and
Contracts
42%
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JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

2005
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In fiscal year 2006, operating revenues totaled $22.4 million and non-operating revenues totaled
$14.7 million. The sources of operating revenue for the College are tuition and fees, grants and
contracts, auxiliary services, and other operating revenues. The College's largest source of non-
operating revenue is the State of Mississippi appropriation as well as state capital aid for the
purchase, construction, renovation, and repair of capital assets.

Total operating loss for the fiscal year 2006 was $14,284,738. Because the State of Mississippi
appropriation is not included within operating revenue per GASB No. 35, the College will
always show a significant operating loss.

Observations regarding the changes in operating and non-operating revenues follow.

Operating Revenues

. Tuition and fees (net of tuition discount) reflect a decrease in 2006 of $171,040. This
resulted from an increased tuition discount of $557,679 due to larger student financial aid
related to Hurricane Katrina. Student tuition and fees paid by federal and state student aid
grants are reported in federal and state revenue. That change was offset by a revenue
growth of $386,639 generated by raising tuition rates.

e  Grants and contracts revenue, the College saw an increase in 2006 of $2,988,166 due
primarily to an increase in student financial aid due to Hurricane Katrina.

The College saw a decrease of $1,082,407 in 2005 due primarily to a decrease in federal
funding for PELL grants to students. Financial aid attributes this to fewer eligible PELL
students enrolled.

11



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Grants and contracts revenue includes all federal and state restricted revenues made available by
government agencies, as well as private agencies. Grant revenues are recorded only to the extent
that the funds have been expended for exchange transactions. Non-exchange revenues are
recorded when received or when eligibility criteria have been met.

The following table details the College's grant and contract awards for the fiscal years ended
June 30, 2006, 2005 and 2004:

2006 2005 2004
Federal sources

Department of Education $ 11,588,084 § 9,470,687 $ 10,306,600
Department of Agriculture 133,424 130,734 141,426
Department of Labor 554,396 690,704 1,205,562
National Science Foundation 46,320 49,287 44,487

Department of Health 6,693 - -

NASA 11,571 - -
Department of Defense 37,456 35,093 41,913
Small Business Administration 72,421 47,166 42,996
Total federal sources $ 12,450,365 $ 10,423,671 $ 11,782,984

State sources
Mississippi Department of Education S 415,665 $ 407,537 $ 2,758,785

State Board of Community and Junior

Colleges 2,892,540 2,509,362 16,374
Mississippi Small Business Development 7,000 7,000 7,000
Total state sources 3 3,315,205 § 2,923,899 § 2,782,159
Other sources $ 708,332 § 138,166 §$ 3,000

»  Auxiliary enterprises revenue, net of fee discount, consists of enterprise entities that exist
predominantly to furnish goods and services to students, faculty, staff, or the general public
and charge a fee directly related to the cost of those goods or services. They are intended
to be self-supporting. Auxiliary enterprises include the following:

2006
Result of
Fee Discount Operations, Net
Bookstore $ 953,164 $ 1,924,102
Food services 919,238 236,905
Housing 540,493 159,420

12



JONES COUNTY JUNIOR COLLEGE
Management’s Discussion and Analysis
Years Ended June 30, 2006 and 2005

2005
Result of
Fee Discount Operations, Net
Bookstore ) 912,103 $ 1,837,694
Food services 625,078 429,261
Housing 368,527 265,079
2004
Result of
Fee Discount Operations, Net
Bookstore $ 997,963 S 1,627,598
Food services 483,648 645,841
Housing 255,111 435,039

Auxiliary revenue decreased in fiscal year 2006 by $211,607, due in part to a $507,187
increase in fee discounts driven by larger student financial aid related to Hurricane Katrina.
Auxiliary revenue paid by federal or state student aid grants are reported in federal and
state revenue. That change was offset by a revenue growth of $295,580 generated by
increased room and board rates, more housing students, as well as improved bookstore
revenue.

Auxiliary revenue decreased in fiscal year 2005 by $176,444, attributable to a drop in
housing and food service revenue due to fewer housing students.

Auxiliary revenue increased in fiscal year 2004 by $458,486, which was generally
attributable to College bookstore operations.

Other operating revenue decreased by $137,746 in 2006 primarily due to a decrease in
program income in the Career Resource Center. That program income is heavily
influenced by external grants administered by the Career Resource Center. In program
years with significant extemal grants, such as 2006 and 2005, expenses and revenues will
be more heavily reflected in the grant activity.

Other operating revenue decreased by $130,730 in 2005 due to the completion of several
long-term workforce projects in 2004, affecting program income in the Career Resource
Center.

13



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Non-Operating Revenues

e  State appropriation funding dropped by $442,402 in 2006, $408,182 in 2005, and
$139,664 in 2004, all due to funding cuts.

e  Local county appropriation increases of $61,641 in 2006, $104,566 in 2005, and
$103,811 in 2004 are a result of increases in the assessed valuation of property. This
revenue is received from the eight counties of the State Community College District in
which the College resides.

e Gifts revenue reflects an increase of $44,047 resulting from a private gift. In 2005, the
college saw a decrease of $697,785 due to large gifts from the JCJC Foundation in 2004 for
cost sharing on the Advanced Technology Center and a campus beautification project.

. Interest revenue has been on the upswing in recent years due to improved rates. In 2006,
this resulted in revenue growth of $141,364.

. Other non-operating revenue was up in 2006 and 2004 because of large proceeds from
insurance claims due to Hurricane Katrina in 2006 and a fire in 2004.

e  Capital appropriations decreased due to the completion of two major construction
projects: the Advanced Technology Center and renovation of the J. B. Young Technology
Building. Total state funds for this construction were $4,693,614 in 2005 and $3,042,077
n 2004.

Operating Expenses

Operating expenses, including depreciation of $1,702,009, totaled $36,651,326. Of this total
$16,678,954 or 46 percent was for instruction.

Percent
2006 2005 2004 Change*
Expenses by object
Salaries and wages $ 16,255,990 § 16,833,957 § 17,098,925 -3.43%

Fringe benefits 4,509,355 4,351,171 4,200,263 3.64
Travel 476,594 412,764 481,705 15.46
Contractual services 2,916,138 2,969,089 3,322,245 -1.78
Utilities 1,126,665 882,439 863,053 27.68
Scholarships and fellowships 4,601,276 3,606,828 4,567,881 27.57
Commodities 4,483,609 3,916,321 3,766,011 14.49
Depreciation expense 1,702,009 1,706,410 1,549,616 -.26
Other operating expense 579,690 509,586 455,139 13.76
Total $ 36,651,326 $ 35,188,565 $ 36,304,838 4.16

*Percentage change from 2005 to 2006.
14



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Percent
2006 2005 2004 Change
Expenses by function
Instruction $ 16,678,954 § 16,553,712 $ 16,287,834 75%
Academic support 882,914 888,691 828,798 (.65)
Student services 2,994,113 3,056,810 2,686,867 (2.05)
Institutional support 3,059,126 3,128,242 3,351,715 (2.20)
Operations and maintenance
of plant 2,926,861 2,602,740 3,355,882 12.45
Student financial aid 4,550,290 3,548,479 4,526,747 28.23
Auxiliary enterprises 3,836,473 3,682,306 3,706,245 4.19
Depreciation 1,702,009 1,706,410 1,549,616 (-26)
Endowment operations 20,586 21,175 11,134 (2.78)
Total operating expenses by
function $ 36,651,326 $§ 35,188,565 $ 36,304,838 4.16

Expenditures in 2006 increased from 2005 by $1,462,761, driven primarily by new student aid
grants related the Hurricane Katrina as well as increased energy costs. Expenditures dropped in
2005 by $1,116,000 resulting from budget cuts in response to continued reductions in state
appropriation funding,

Statement 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 relevant information about the cash receipts and cash
payments of the College during a period. The statement of cash flows also helps users assess:

e  The ability to generate future net cash flows,
s  The ability to meet obligations as they come due, and
e A need for external financing.

The statement of cash flows presents information related to cash inflows and outflows
summarized by operating, non-capital financing, capital and related financing, and investing

activities.

15



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Condensed Statement of Cash Flows (Direct Method)
Fiscal Years Ended June 30, 2006, 2005 and 2004

2006 2005 2004
Cash and cash equivalents provided by
(used by)

Operating activities $ (14,259,611) $ (13,438,668) $(13,941,935)
Noncapital financing activities 14,563,868 13,803,165 15,698,947
Capital and related financing activities (744,989) (284,092) (4,675,798)
Investing activities 620,663 1,280,741 4,143,079
Net increase in cash and cash

Equivalents 179,931 1,361,146 1,224,293

Cash and cash equivalents, beginning of
Year 6,868,701 5,507,555 4,283,262

Cash and cash equivalents, end of year $ 7,048,632 § 6,868,701 § 5,507,555

The major sources of funds included in operating activities include student tuition and fees,
$3,081,726; auxiliary enterprises, $2,169,950; and grants and contracts, $13,874,164. The major
uses of funds were payments made to employees, $10,533,540; to suppliers, $17,907,802; and to
students, $4,617,256.

The largest inflow of cash in the non-capital financing activities group is the state appropriation
of $11,972,907 and county appropriation of $1,950,787.

Significant Capital Asset Transactions

In fiscal year 2006, construction of the Advanced Technology Center continued with
construction costs of $1,359,448. The project, scheduled for completion in early FY0Q7, is
funded by state bond monies. Due to extensive damage during Hurricane Katrina, the college
experienced major construction costs for new roofing on campus. Roofing costs totaled
$912,760. At June 30, roofing construction was still in progress. This construction cost will be
added to the value of each building.

In fiscal year 2005, construction of the Advanced Technology Center continued with
construction costs of $3,913,410. The project was scheduled for completion in fiscal year 2006
and was funded by state bond monies. The College also completed structural renovations to the
J. B. Young Technical Building. The renovations totaled $781,042 and were added to the value
of that building. State bond monies funded 100 percent of those renovations. In an effort to
achieve greater efficiencies and reduce future expenditures, the College completed energy-saving
improvements to several buildings totaling $78,596. This amount was added to the value of

those buildings.
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JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

In fiscal year 2004, the College completed construction of the new Bobcat Football Stadium with
construction costs of $1,287,478. Construction of the Advanced Technology Center began with
construction costs of $3,094,969. The entire project was budgeted at $6,735,587, of which
$4,654,587 was funded by state bond funds, and was scheduled for completion in fiscal year
2006. The College also made structural renovations to the J.B. Young Technical Building. The
renovations totaled $2,028,108 and were added to the value of that building. State bond monies
funded 100% of those renovations. In an effort to achieve greater efficiencies and reduce future
expenditures, the College made energy-saving improvements to several buildings totaling
$1,558,818. This amount was added to the value of those buildings. The College made
improvements to campus roads and parking with resurfacing costs at $41,662. This amount was
recorded as infrastructure at June 30, 2004.

Factors Impacting Future Periods

Adequate state funding for Mississippi Community and Junior Colleges continues to be a matter
of great concern. The level of state support, as well as compensation increases, student tuition
and fee increases, and energy cost increases all impact the College's ability to expand programs,
undertake new initiatives, and meet its core mission and ongoing operational needs.

State appropriations contribute approximately 31 percent of total revenue (excluding capital
appropriations). The level of State support is, therefore, one of the key factors influencing the
College's financial condition. State appropriations dropped from $17.1M in FY 2000 to $11.6M
in FY 2006, a $5.5M (32%) cut. During the same period, tuition revenue increased $4.3M
(100%). Full-time tuition increased from $424 to $860 per semester, representing a 103%
increase. The College strives to provide students with the opportunity to obtain a quality
education at an affordable price. Future enrollments at the College may be affected by a number
of factors including future increases in tuition and other mandatory charges stemming from any
material decrease in appropriation funding from the State of Mississippi.

The Mississippi community and junior colleges have joined together to present a legislative
initiative for mid-level per student funding. Mid-level funding would allow the state to provide
funding support for community college students that is midway between the per student funding
aliowance for K-12 and university students. To achieve this, state support for community
colleges must increase by $2,171 per student. The Mississippi Association of Community and
Junior Colleges (MACIC) recommended a three-year phase-in plan.

The need to continue to address priority needs and requirements for deferred maintenance, new
technology, repairs, and new construction projects is a large challenge facing the College in the
years to come. Jones is prepared to meet those challenges head-on, as demonstrated by
continued economic growth during the longest drought in state funding in the history of two-year
colleges in Mississippi.

17



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

JONES COUNTY JUNIOR COLLEGE FOUNDATION, INC.

Chartered in May 1988, the Jones County Junior College Foundation, Inc. is a non-profit
corporation designed to accept tax deductible gifts and bequests of cash, real estate, equipment,
securities, life insurance, and other property. All gifts are used to enhance the high quality of
education offered at JCJC.

Statement of Net Assets
2006 2005 2004
Asscts
Current assets $ 584,694 $ 928,514 976,272
Non current assets 5,546,516 5,229,699 4,557,431
Capital, net 209,470 8,462 9,453
Other - - 4,500
Total assets 6,340,680 § 6,166,675 5,547,656
Current liabilities $ 19,747 § - -
Net assets
Non expendable 3 3,794,006 $ 3,710,424 3,482,361
Expendable 1,482,556 1,341,089 1,256,767
Unrestricted 1,044,371 1,115,162 808,528
Total current liabilitics and net assets $ 6,340,680 § 6,166,675 5,547,656
Statement of Revenues, Expenses and Changes in Net Assets
2006 2005 2004
Operating revenues
Contributions $ 676,886 $ 928,845 722,510
Investment income 233,995 129,242 162,188
Other operating revenues 273,944 190,128 105,727
Total operating revenues 1,184,825 1,248,215 990,425
Operating expenses
Salaries and wages 150,124 124,230 175,805
Contractual services - 750 10,074
Utilities 50,553 47,803 24,100
Scholarships and fellowships 214,117 172,144 164,091
Supplies, expenses and other distributions 266,783 278,178 864,242
Depreciation expense 991 991 2,218
Other operating expense 347,999 5,100 15,659
Total operating expenses 1,030,567 629,196 1,256,189
Operating income (loss) $ 154,258 $ 619,019 $ (265,764)
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Statement of Cash Flows (Direct Method)

2006 2005 2004
Operating activities $ (194,599) §$ (147,853) $  (834,685)
Noncapital financing activities 466,966 572,627 603,835
Investing activities (268,188) (554,719) (61,735)
Net increase (decrease) in cash and
cash equivalents 4,179 (129,945) (292,585)
Cash and cash equivalents, beginning
of year 131,429 261,374 553,959
Cash and cash equivalents, end of year $ 135,608 $ 131,429 § 261,374

This section of the Jones County Junior College annual financial report presents our discussion
and analysis of the financial performance of the College during the fiscal years ended June 30,
2005. This discussion has been prepared by management along with the financial statements and
related footnote disclosures and should be read in conjunction with and is qualified in its entirety

by the financial statements and footnotes.

discussion are the responsibility of management.

Condensed Statement of Net Assets

The financial statements, footnotes, and this

2005 2004 2003
Assets
Current assets $ 12,019430 $ 12,584,557 $ 11,711,359
Non current assets
Capital, net 44,807,819 40,886,086 33,650,430
Other 7,385,199 6,974,049 9,583,681
Total assets 64,212,448 60,444,692 54,945,470
Liabilities
Current liabilities 3,256,519 4,152,703 3,457,882
Non current liabilities 311,468 658,236 976,174
Total liabilities 3,567,987 4,810,939 4,434,056
Net assets
Invested in capital assets, net 44,287,613 40,381,304 32,773,154
Restricted
Non expendable 505,331 518,549 522,797
Expendable 7,659,258 6,809,975 9,840,973
Unrestricted 8,192,259 7,923,925 7,374,490
Total net assets $ 60,644,461 $ 55,633,753 §$ 50,511,414
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The current asset position at June 30, 2005 is $12,019,430. This represents primarily cash,
accounts receivable and investments. Total accounts receivable of $3,635,146 is reported net of
allowance for doubtful accounts of $529,081.

The current asset position at June 30, 2004 was $12,584,557. This represents primarily cash,
accounts receivable and investments. Total accounts receivable of $4,356,567 is reported net of
allowance for doubtful accounts of $670,619.

The largest portion of the College's net assets (73 percent) is in the category of "invested in
capital assets”" (land, buildings and equipment), less the related debt. The restricted portion of
the net assets represents resources subject to external restrictions. Restricted non-expendable net
assets consist of endowment gifts with specific restrictions on spending the principal given.
Restricted expendable net assets consist of gifts with specific restrictions, grants from third-party
agencies with expenditure restrictions, plant funds restricted for capital projects and loan funds.

The following is a breakdown of the restricted net assets:

2005 2004 2003
Non-expendable endowment funds $ 505,331 S 518,549 $ 522,797
Scholarships 17,025 17,050 21,253
Capital projects 7,024,981 6,166,787 9,177,697
Loan funds 19,009 18,909 18,812
Other 598,243 607,229 623,211
Total restricted net assets 8 8,164,589 § 7,328,524 $ 10,363,770

The remaining net assets are unrestricted and may be used to meet the College's operating
obligations as they become due.

Statement of Revenues, Expenses and Changes in Net Assets

The statement of revenues, expenses and changes in net assets presents the revenues eamed and
the expenses incurred during the year. Activities are reported as either operating or non-
operating. The financial reporting model classifies State appropriations and gifts as non-
operating revenues. The College's dependency on State aid and gifts results in an operating
deficit. The utilization of long-lived assets, referred to as capital assets, is reflected in the
financial statements as depreciation, which amortizes the cost of an asset over its expected useful
life.
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Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

Condensed Statement of Revenues, Expenses and Changes in Net Assets

Percent
2005 2004 2003 Change*
Operating revenues
Tuition and fees (net) $ 3,112,632 $ 2,778,929 § 2,746,383 1201 %
Grants and contracts 13,485,736 14,568,143 13,813,820 (7.43)
Sales and service 122,201 124,233 124,264 (1.64)
Auxiliary enterprises 2,532,034 2,708,478 2,249,992 (6.51)
Other operating revenues 644,795 775,525 467,681  (16.86)
Total operating revenues 19,897,398 20,955,308 19,402,140 (4.62)
Operating expenses 35,188,565 36,304,838 35,143,400 (3.07)
Operating loss (15,291,167)  (15,349,530)  (15,741,260) (.38)
Non-operating revenues
State appropriations 12,096,018 12,504,200 12,643,864 (3.26)
County appropriations 1,880,186 1,775,620 1,671,809 5.89
Gifts 95,056 792,841 1,559  (88.01)
Investment income, net 372,738 354,758 393,873 5.07
Other non-operating revenues 88,659 463,950 363,464  (79.09)
Non-operating expense
Interest on indebtedness (29,903) - (60,718) - %
Other non-operating expense (202,131) - - -
Net non-operating revenues 14,300,623 15,891,369 15,013,851 (9.96)
Gain (loss) before other
revenues (990,544) 541,839 (727,409) (281.27)
Capital appropriations 6,001,252 4,196,823 1,422,363 43.00
Change in net assets 5,010,708 4,738,662 694,954
Net assets at beginning of year 55,633,753 50,895,091 49,816,460
Net assets at end of year $ 60,644,461 § 55633,753% 50,511,414

*Percentage change from 2004 to 2005.
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Total Revenue by Source

2005
B State Appropriations
45% n County
Appropriations
5%

M Investment Income
B All Other revenue 1%
2%

M Tuition and fees (net

B Auxiliary enterprise ST scholarship
revenue allowance)
6% 8%
M Grants and Contracts
33%
2004
W State A%;;r;prlatlons E  County
Appropriations
@ Cther revenue 5%
4% B Gifts
O Auxiliary enterprise 2%
B Investment Income
revenue 1%
7%

M Tuition and fees {net
scholarship
allowance)

8%

W Grants and Contracts
39%

In fiscal year 2005, operating revenues totaled $19.9 million and non-operating revenues totaled
$14.3 million. The sources of operating revenue for the College are tuition and fees, grants and
contracts, auxiliary services, and other operating revenues. The College's largest source of non-
operating revenue is the State of Mississippi appropriation and state capital aid for the purchase,
construction, renovation, and repair of capital assets.
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Total operating loss for the fiscal year 2005 was $15,291,167. Because the State of Mississippi
appropriation is not included within operating revenue per GASB No. 35, the College will
always show a significant operating loss.

Observations regarding the changes in operating and non-operating revenues follow.

Operating Revenues

Tuition and fees (net) reflect an increase in 2005 of $333,703. This is a result of tuition
and fee increases approved by the Board of Trustees effective fiscal year 2005.

Grants and contracts revenue, the College saw a decrease of $1,082,407 in 2005 due
primarily to a decrease in federal funding for PELL grants to students. Financial aid
attributes this to fewer eligible PELL students enrolled.

The College saw an increase of $754,323 in 2004 due primarily to increased federal
funding for PELL grants to students and increased awards from the U.S. Department of
Labor for employment training,

Grants and contracts revenue includes all federal and state restricted revenues made
available by government agencies, as well as private agencies. Grant revenues are recorded
only to the extent that the funds have been expended for exchange transactions. Non-
exchange revenues are recorded when received or when eligibility criteria have been met.

The following table details the College's grant and contract awards for the fiscal years ended

June 30, 2005, 2004 and 2003:

2005 2004 2003
Federal sources

Department of Education $ 9,470,687 $ 10,306,600 $ 10,017,055
Department of Agriculture 130,734 141,426 159,681
Department of Labor 690,704 1,205,562 561,548
National Science Foundation 49,287 44,487 66,393
Department of Defense 35,093 41,913 65,733
Small Business Administration 47,166 42,996 40,003

Total federal sources $ 10,423,671 $ 11,782,984 $ 10,910,413

State sources
Mississippi Department of Education $ 407,537 $ 2,758,785 $ 2,307,423

State Board of Community and Junior

Colleges 2,509,362 16,374 580,526
Mississippi Small Business Development 7,000 7,000 12,576
Total state sources $ 2923899 $§ 2,782,159 $ 2,900,525
Other sources $ 138,166 $ 3,000 $ 2,882
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Auxiliary enterprises revenue, net of fee discount, consists of enterprise entities that exist
predominantly to furnish goods and services to students, faculty, staff, or the general public
and charge a fee directly related to the cost of those goods or services. They are intended
to be self-supporting. Auxiliary enterprises include the following:

2005
Result of
Fee Discount Operations, Net
Bookstore $ 912,103 $ 1,837,694
Food services 625,078 429,261
Housing 368,527 265,079
2004
Result of
Fee Discount Operations, Net
Bookstore $ 997,963 $ 1,627,598
Food services 483,648 645,841
Housing 255,111 435,039
2003
Result of
Fee Discount Operations, Net
Bookstore $ 1,167,027 $ 1,351,547
Food services 612,009 548,067
Housing 281,071 350,378

Auxiliary revenue decreased in fiscal year 2005 by $176,444, attributable to a drop in
housing and food service revenue due to fewer housing students.

Auxiliary revenue increased in fiscal year 2004 by $458,486, generally attributable to
College bookstore operations.

Other operating revenue decreased by $130,730 in 2005 due to the completion of several
long-term workforce projects in 2004, affecting program income in the Career Resource
Center.

Other operating revenue increased by approximately $307,844 in 2004, due largely to a 100

percent growth in program income in the Career Resource Center, as well as a 100 percent
growth in auto registration/violation revenue resulting from increased fees and fines.
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Non-Operating Revenues

State appropriation funding in 2005 dropped by $408,182, due to funding cuts. State
appropriation funding in 2004 dropped by $139,664, due to funding cuts.

Local county appropriation increases in 2005 of $104,566 are a result of an increase in
the assessed valuation of property. This revenue is received from the eight counties of the
State Community College District in which the College resides.

Local county appropriation increases in 2004 of $103,811 are a result of an increase in the
assessed valuation of property. This revenue is received from the eight counties of the
State Community College District in which the College resides.

Gifts revenue refiects a large decrease in 2005 of $697,785 resulting from large gifts from
the JCJC Foundation in 2004 for cost sharing on the Advanced Technology Center and a
campus beautification project.

Gifts revenue reflects a large increase in 2004 due to gifis from the JCJC Foundation,
totaling $756,000, for cost sharing on the Advanced Technology Center and a campus
beautification project.

Interest on investments fell by $39,115 in 2004 due to lower interest rates and balances
available for investment.

Other non-operating revenue was down sharply in 2005 because of large proceeds from
insurance claims in 2004. Other non-operating revenue was up by $100,486 in 2004 due
primarily to increased proceeds from insurance claims.

Capital appropriations increased due to state funding of two major construction projects:

the Advanced Technology Center and renovation of the J. B. Young Technology Building.
Total state funds for this construction were $4,693,614 in 2005 an $3,042,077 in 2004,
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Operating Expenses

Operating expenses, including depreciation of $1,706,410, totaled $35,188,565. Of this total
$16,553,712 or 47 percent was for instruction.

Percent
2005 2004 2003 Change*
Expenses by object
Salaries and wages $ 16,833,957 $§ 17,098,925 $ 16,429,125 (1.55)%
Fringe benefits 4,351,171 4,200,263 4,064,950 3.59
Travel 412,764 481,705 401,987 (14.31)
Contractual services 2,969,089 3,322,245 3,279,178 (7.65)
Utilities 882,439 863,053 1,010,915 (9.35)
Scholarships and fellowships 3,606,828 4,567,881 4,202,333 (21.04)
Commuodities 3,916,321 3,766,011 3,820,089 7.06
Depreciation expense 1,706,410 1,549,616 1,478,074 10.12
Other operating expense 509,586 455,139 456,749 (8.95)
Total $ 35,188,565 $ 36,304,838 $§ 35,143,400
*Percentage change from 2004 to 2005.
2005 2004 2003
Expenses by function
Instruction $ 16,553,712 $ 16,287,834 $ 15,927,383
Academic support 888,691 828,798 876,135
Student services 3,056,810 2,686,867 2,878,954
Institutional support 3,128,242 3,351,715 3,398,932
Operations and maintenance of plant 2,602,740 3,355,882 2,928,643
Student financial aid 3,548,479 4,526,747 4,183,271
Auxiliary enterprises 3,682,306 3,706,245 3,455,879
Depreciation 1,706,410 1,549,616 1,478,074
Endowment operations 21,175 11,134 16,129

Total operating expenses by function § 35,188,565 § 36,304,838 $ 35,143,400

Expenditures in 2005 were reduced from 2004 by approximately $1,116,000. Many expenditure
budgets were cut in 2005 in response to continued reductions in state appropriation funding.

26
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The following factors address some causes of increased expenses in 2004:

o  Expenditures for salaries and wages increased in all functional categories due to salary
increases.  Salary schedule increases averaged 3 percent. Staff increases were
commensurate.

e  Fringe benefits expenditures increased $135,313 due to the rising cost of employee
insurance benefits.

e  Expenditures for travel increased due to the marching band's trip to the Cotton Bowl in
Dallas, Texas.

e  Scholarships and fellowships increased due to larger federal grant awards to students, as
well as larger institutional scholarship awards resulting from higher tuition costs.

e  Other operating expense saw an increase due to a 369 percent growth in industry
reimbursements related to new state-funded workforce training projects.

Statement 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 relevant information about the cash receipts and cash
payments of the College during a period. The statement of cash flows also helps users assess:

o  The ability to generate future net cash flows,

e  The ability to meet obligations as they come due, and

e A need for external financing.

The statement of cash flows presents information related to cash inflows and outflows
summarized by operating, non-capital financing, capital and related financing, and investing
activities.
Condensed Statement of Cash Flows (Direct Method)
Fiscal Years Ended June 30, 2005, 2004 and 2003

2005 2004 2003
Cash and cash equivalents provided by
(used by)

Operating activities $ (13,438,668) § (13,941,935) §(12,841,428)
Noncapital financing activities 13,803,165 15,698,947 14,279,493
Capital and related financing activities (284,092) (4,675,798) (888,117)
Investing activities 1,280,741 4,143,079 1,856,559
Net increase in cash and cash

equivalents 1,361,146 1,224,293 2,406,507

Cash and cash equivalents, beginning of
year 5,507,555 4,283,262 1,876,755

Cash and cash equivalents, end of year S 6,868,701 $ 5,507,555 $ 4,283,262
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JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

The major sources of funds included in operating activities include student tuition and fees,
$3,779,365; auxiliary enterprises, $2,438,412; and grants and contracts, $13,713,166. The major
uses of funds were payments made to employees, $10,848,633; to suppliers, $18,260,482; and to
students, $3,791,855.

The largest inflow of cash in the non-capital financing activities group is the state appropriation
of $11,871,237 and county appropriation of $1,858,249.

Significant Capital Asset Transactions

In fiscal year 2005, construction of the Advanced Technology Center continued with
construction costs of $3,913,410. The project is scheduled for completion in fiscal year 2006
and is funded by state bond monies. The College also completed structural renovations to the J.
B. Young Technical Building. The renovations totaled $781,042 and were added to the value of
that building. State bond monies funded 100 percent of those renovations. In an effort to achieve
greater efficiencies and reduce future expenditures, the College completed energy-saving
improvements to several buildings totaling $78,596. This amount was added to the value of

those buildings.

In fiscal year 2004, the College completed construction of the new Bobcat Football Stadium with
construction costs of $1,287,478. Construction of the Advanced Technology Center began with
construction costs of $3,094,969. The entire project was budgeted at $6,735,587, of which
$4,654,587 was funded by state bond funds, and was scheduled for completion in fiscal year
2006. The College also made structural renovations to the J. B. Young Technical Building. The
renovations totaled $2,028,108 and were added to the value of that building. State bond monies
funded 100 percent of those renovations. In an effort to achieve greater efficiencies and reduce
future expenditures, the College made energy-saving improvements to several buildings totaling
$1,558,818. This amount was added to the value of those buildings. The College made
improvements to campus roads and parking with resurfacing costs at $41,662. This amount was
recorded as infrastructure at June 30, 2004.

Factors Impacting Future Periods

There are a number of issues of community college-wide importance that directly impacted the
fiscal year 2005 financial situation. The level of state support, compensation increases, student
tuition and fee increases, and energy cost increases impact the College's ability to expand
programs, undertake new initiatives, and meet its core mission and ongoing operational needs.

State appropriations contribute approximately 35 percent of total revenue (excluding capital
appropriations). The level of State support is, therefore, one of the key factors influencing the
College's financial condition. The College strives to provide students with the opportunity to
obtain a quality education. Future enrollments at the College may be affected by a number of
factors including future increases in tuition and other mandatory charges stemming from any
material decrease in appropriation funding from the State of Mississippi.

28



JONES COUNTY JUNIOR COLLEGE
Management's Discussion and Analysis
Years Ended June 30, 2006 and 2005

The need to continue to address priority needs and requirements for deferred maintenance, new
technology, repairs, and new construction projects is a large challenge facing the College in the
years to come.

JONES COUNTY JUNIOR COLLEGE FOUNDATION, INC.

Chartered in May 1988, the Jones County Junior College Foundation, Inc. is a non-profit
corporation designed to accept tax deductible gifts and bequests of cash, real estate, equipment,
securities, life insurance, and other property. All gifts are used to enhance the high quality of
education offered at JCJC.

Statement of Net Assets
2005 2004
Assets
Current assets $ 928,514 $ 976,272
Non-current assets 5,229,699 4,557,431
Capital, net 8,462 9,453
Other - 4,500
Total assets 6,166,675 5,547,656
Net assets
Non-expendable 3,710,424 3,482,361
Expendable 1,341,089 1,256,767
Unrestricted 1,115,162 808,528
Total net assets $ 6,166,675 $§ 5,547,656
Statement of Revenues, Expenses and Changes in Net Assets
2005 2004
Operating revenues
Contributions $ 928,845 § 722,510
Investment income 129,242 162,188
Other operating revenues 190,128 105,727
Total operating revenues 1,248,215 990,425
Operating expenses
Salaries and wages 124,230 175,805
Contractual services 750 10,074
Utilities 47,803 24,100
Scholarships and fellowships 172,144 164,091
Supplies, expenses and other distributions 278,178 864,242
Depreciation expense 991 2,218
Other operating expense 5,100 15,659
Total operating expenses 629,196 1,256,189
Operating income (loss) $ 619,019 $ (265,764)
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Statement of Cash Flows (Direct Method)

2005 2004
Operating activities (147,853) $ (834,685)
Non-capital financing activities 572,627 603,835
Investing activities (554,719) (61,735)
Net decrease in cash and cash equivalents (129,945) (292,585)
Cash and cash equivalents, beginning of year 261,374 553,959
Cash and cash equivalents, end of year 131,429 § 261,374
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JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

Reporting Entity and Summary of Significant Accounting Policies.

A.

Reporting Entity - Jones County Junior College (the "College") was founded in
1911 and is one of Mississippi's 15 public community colleges. The legal
authority for the establishment of the College is found in Section 37-29-31, Miss.
Code Ann. (1972).

The College is governed by a 21 member board of trustees, selected by the boards
of supervisors of Clarke, Covington, Greene, Jasper, Jones, Perry, Smith, and
Wayne Counties who support the district through locally assessed ad valorem tax
millage. One of the trustees from each of the supporting counties must be the
county superintendent of education, unless the superintendent chooses not to
serve, in which case the county board of supervisors shall fill the vacancy in
accordance with Section 37-29-65, Miss. Code Ann. (1972). Each board member
is appointed for a 5-year term. In addition, the College works jointly with the
Mississippi State Board for Community and Junior Colleges, which coordinates
the efforts of all 15 community colleges as they serve the taxpayers of the State of
Mississippi.

Component Units - Jones County Junior College Foundation, Inc. (the
"Foundation") is an independent corporation formed for the purpose of receiving
funds for the sole benefit of the College. The Foundation is separately audited,
and the financial statements of the Foundation have been included in the financial
statements of the College. GASB Statement No. 39, Determining Whether
Certain Organizations Are Component Units, requires the Foundation's financial
statements to be included in the financial statements of the College as a discretely
presented component unit.

Basis of Presentation - The basic financial statements have been prepared in
accordance with accounting principles generally accepted in the United States of
America as prescribed by the Govemmental Accounting Standards Board
(GASB), including Statement No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for State and Local Governments, and
Statement No. 35, Basic Financial Statements and Management's Discussion and
Analysis of Public College and Universities, issued in June and November 1999,
respectively. The College now follows the "business-type activities”" reporting
requirements of GASB Statement No. 34 that provides a comprehensive one-line
look at the College's financial activities.

39



JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

Basis of Accounting - The basic financial statements of the College have been
prepared using the economic resources measurement focus and the accrual basis
of accounting whereby all revenues are recorded when eamed and all expenses
are recorded when they have been reduced to a legal or contractual obligation to
pay, which is in accordance with accounting principles generally accepted in the
United States of America.

Pursuant to GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use Proprietary Fund
Accounting, the College applies the provisions of all relevant pronouncements of
the Financial Accounting Standards Board (FASB) issued on or before
November 30, 1989, unless those pronouncements conflict with GASB
pronouncements. FASB statements issued subsequent to November 30, 1989 are

not applicable.

Cash Equivalents - For purposes of the statement of cash flows, the College
considers all highly liquid investments (restricted and non-restricted) with an
original maturity of three months or less to be cash equivalents.

Short-Term Investments - Investments that are not cash equivalents but mature
within the next fiscal year are classified as short-term investments. Investments
are carried at fair value based on quoted market rates, and unrealized gains and
losses are reported in the statement of revenues, expenses and changes in net

assets.

Accounts Receivables, Net - Accounts receivables consist of tuition and fees
charged to students, state appropriations, amounts due from state and federal
grants and contracts, local governments and credits due to the College from
vendors. Accounts receivables are recorded net of an allowance for doubtful
accounts, which is based on historical losses and an analysis of currently
outstanding amounts. Accounts without activity for more than one year are
charged to the allowance for doubtful accounts.

Inventories - Inventories consist of bookstore, physical plant, and printing
supplies. These inventories are valued at the lower of cost or market, on the first-
in, first-out ("FIFO") basis.

Restricted Cash and Cash Equivalents - Cash and cash equivalents that are
externally restricted to make debt service payments, maintain sinking or reserve
funds, or to purchase or construct capital or other noncurrent assets, are classified
as restricted cash and cash equivalents on the statement of net assets.

Endowment Investments - Endowment investments are generally subject to the
restrictions of donor gift instruments. They consist of true endowment funds,
which are funds received from a donor with the restrictions that only the income

is to be utilized.
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JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

Student Notes Receivables, Net - Student notes receivables consist of federal,
state and institutional loans made to students for the purpose of paying tuition and
fee charges. Loan balances expected to be paid during the next fiscal year are
presented on the statement of net assets as current assets. Those balances that are
either in deferment status or expected to be paid back beyond the next fiscal year
are presented as noncurrent assets on the statement of net assets.

Capital Assets, Net of Accumulated Depreciation - Capital assets are recorded at
cost at the date of acquisition or, if donated, at fair market value at the date of
donation. Renovations to buildings and improvements other than those that do
not significantly increase the value or extend the useful life of the structure are
capitalized. Routine repairs and maintenance costs are charged to operating
expense in the year in which the expense 1s incurred. Depreciation is computed
using the straight-line method over the estimated useful life of the asset and is not
allocated to the functional expenditure categories. Expenditures for construction
in progress are capitalized as incurred. Interest expense relating to construction is
capitalized net of interest income earned on resources set aside for this purpose.
See Note 5 for additional details conceming useful lives, salvage values and
capitalization thresholds.

Deferred Revenues - Deferred revenues include amounts received for tuition and
fees and certain auxiliary activities prior to the end of the fiscal year but related to
the subsequent accounting period. Deferred revenues also include amounts
received from grant and contract sponsors that have not yet been earned.

Compensated Absences - Full-time employees earn monthly vacation leave at a
rate of 6.67 hours for employees scheduled for 8 hours per day; 6.25 hours for
employees scheduled for 7.50 hours per day; 6.04 hours for employees scheduled
for 7.25 hours per day; 5.83 hours for employees scheduled for 7.00 hours per
day; 5.42 hours for employees scheduled for 6.50 hours per day; 5.21 hours for
employees scheduled for 6.25 hours per day; and 5.00 hours for employees
scheduled for 6.00 hours per day. There is no requirement that annual leave be
taken, and there is no maximum accumulation. At termination, these employees
are paid for up to ten days of accumulated annual leave.

Classification of Revenues and Expenses - The College has classified its revenues
and expenses as either operating or nonoperating revenues and expenses
according to the following criteria:
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JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

Operating revenues and expenses: Operating revenues and expenses
include activities that have the characteristics of exchange transactions,
such as (1) student tuition, net of scholarship discounts and allowances,
(2) sales and services of auxiliary enterprises, net of scholarship discounts
and allowances, (3) most federal, state and local grants and contracts, and
(4) interest on institutional student loans. Gifts (pledges) that are received
on an installment basis are recorded at net present value.

Nonoperating revenues and expenses: Nonoperating revenues and
expenses include activities that have the characteristics of nonexchange
transactions, such as gifts and contributions, and other revenue sources
that are defined as nonoperating revenues by GASB Statement No. 9,
Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds
and Governmental Entities That Use Proprietary Fund Accounting and
GASB Statement No. 34, such as state appropriations, local appropriations
and investment income.

State Appropriations - The College receives funds from the State of Mississippi
based on the number of full-time students actually enrolled and in attendance on
the last day of the sixth week of the fall semester of the previous year, counting
only those students who reside within the State of Mississippi. Beginning with
the 2004 fiscal year, a new funding formula is being phased in over a 5-year
period which will shift the funding calculation from a predominantly full-time
student formula, weighted by type of student, to a full-time equivalent formula
which is based on total credit hours generated by all students with special
consideration given only to high cost programs.

Scholarship Discounts and Allowances - Financial aid to students is reported in
the financial statements under the alternative method as prescribed by the
National Association of College and University Business Officers (NACUBO).
Certain aid, such as loan funds provided to students as awarded by third parties
and Federal Direct Lending, is accounted for as a third-party payment (credited to
the student's account as if the student made the payment). All other aid is
reflected in the financial statements as operating expenses or scholarship
allowances, which reduce revenues. The amount reported as operating expenses
represents the portion of aid that was provided to the student in the form of cash.
Scholarship allowances represent the portion of aid provided to the student in the
form of reduced tuition. Under the alternative method, these amounts are
computed on a college basis by allocating the cash payments to students,
excluding payments for services, on the ratio of total aid to the aid not considered
to be third-party aid.
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JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

Net Assets - GASB Statement No. 34 reports equity as "Net Assets” rather than
"Fund Balance." Net assets are classified according to external donor restrictions
or availability of assets for satisfaction of college obligations. Net assets invested
in capital assets, net of related debt, consist of capital assets net of accumulated
depreciation and the outstanding balance of any related debt that is attributable to
the acquisition of the capital assets. Nonexpendable restricted net assets are gifts
that have been received for endowment purposes, the corpus of which cannot be
expended. Expendable restricted net assets represent funds that have been gifted
for specific purposes and funds held in federal loan programs. Unrestricted net
assets consist of all other net assets that do not meet any of the previous criteria.

Impairment of Capital Assets - GASB Statement No. 42, Accounting and
Financial Reporting for Impairment of Capital Assets and for Insurance
Recoveries was adopted by the College. This statement establishes accounting
and financial reporting standards for impairment of capital assets. A capital asset
is considered impaired when its service utility has declined significantly and
unexpectedly.  This statement also clarifies and establishes accounting
requirements for insurance recoveries.

Reclassifications - Certain reclassifications were made to the financial statement
amounts from the prior year in order to facilitate comparability.

Cash and Investments.

Policies:

A.

Cash, Cash Equivalents and Short-Term Investments - Investment policies as set
forth by policy and state statute authorize the College to invest in demand
deposits and interest-bearing time deposits such as savings accounts, certificates
of deposit, money market funds, U.S. Treasury bills and notes, and repurchase
agreements.

The collateral for public entities' deposits in financial institutions is held in the
name of the State Treasurer under a program established by the Mississippi State
Legislature and is governed by Section 27-105-5, Miss. Code Ann. {1972). Under
this program, the College's funds are protected through a collateral pool
administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against these deposits. In the
event of failure of a financial institution, securities pledged by that institution
would be liquidated by the State Treasurer to replace the public deposits not
covered by the Federal Depository Insurance Corporation.

Investments - Investment policies as set forth by policy and state statute also
authorize the College to invest in equity, debt and other securities. Investments
are reported at fair value (market).
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JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

The statutes of the State of Mississippi restrict the authorized investments of the
College to obligations of the U.S. Treasury, agencies and instrumentalities of the
United States, and certain other types of investments.

The College's short term, restricted and endowment investments consisted
of the following at June 30:

Fair Value
2006 2005
Certificate of deposit $ 8,367,538 $ 8,563,318
Fixed income funds 2,628 2,628
Total $ 8,370,166 $ 8,565,946

The Foundation's endowment investments consisted of the following at June 30:

Fair Value
2006 2005
Certificates of deposit $ 170,180 $ 132,460
Money market accounts 218 210
Pooled investments and mutual funds 5,145,405 4,873,541
Money funds 56,605 66,014
Cash value of life insurance policies 174,108 157,474
Total $ 5,546,516 $ 5,229,699

The following table summarizes the carrying values of the restricted and
endowment investments reported on the statement of net assets as of June 30,
2006:

Jones County
Jones County  Junior College

Junior College Foundation
Investments restricted for capital
expansion $ 4,650,000 $ -
Endowment investments 504,174 5,546,516
Total $ 5,154,174  § 5,546,516

The following table summarizes the carrying values of the long-term investments
reported on the statement of net assets as of June 30, 2005:

Jones County
Jones County  Junior College

Junior College Foundation
Investments restricted for capital
expansion $ 4,650,000 $ -
Endowment investments 502,149 5,229,699
Total $ 5,152,149 $ 5,229,699

44



JONES COUNTY JUNIOR COLLEGE
Notes to Financial Statements
Years Ended June 30, 2006 and 2005

The College does not have a formal investment policy that limits investment maturities as
a means of managing its exposure to fair value losses arising from increasing interest
rates.

The carrying amounts of deposits and investments were included in the College's balance

sheet as follows for the College at June 30:

2006 2005
Cash and cash equivalents 5,188,086 $ 4,646,342
Short-term investments 3,215,992 3,413,797
Total current cash and cash investments 8,404,078 8,060,139
Restricted cash and cash equivalents 1,860,546 2,222,359
Restricted investments 4,650,000 4,650,000
Endowment investments 504,174 502,149
Total non-current cash and cash investments 7,014,720 7,374,508
Total $ 15,418,798 $ 15,434,647

The carrying amounts of deposits and investments were included in the College's balance
sheet as follows for the Foundation at June 30:

2006 2005
Cash and cash equivalents $ 135,608 $§ 131,429
Endowment investments 5,546,516 5,229,699
Total $ 5,682,124 § 5,361,128

As of June 30, 2006 and 2005, the Foundation maintained $5,145,405 and $4,873,541,
respectively, in pooled investments and mutual funds and $56,823 and $66,224,
respectively, in money market funds. Although these funds reduce risk through
diversification of investment holdings and are held with reputable brokers, they are
exposed to market risk. Additionally, these investments were not covered under FDIC or
the Securities Investor Protection Corporation (SIPC) subjecting the Foundation to the
risk of uninsured loss.
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Accounts Receivable.

Accounts receivable of the College consisted of the following at June 30, 2006 and 2005:

2006 2005
Student tuition $ 398905 $§ 952,738
Auxiliary enterprises and other operating activities 4,736 125,995
Federal, state, and private grants and contracts 4,166,022 1,596,114
State appropriations 339,428 658,719
Local appropriations 155,577 161,351
Accrued interest 228,948 139,729
Other 129,236 500
Total accounts receivable 5,422,852 3,635,146
Less allowance for doubtful accounts (360,785) (529,081)
Net accounts receivable $ 5,062,067 $ 3,106,065

The Foundation had pledges receivable of $449,086 and $797,085 at June 30, 2006 and
2005, respectively, included in accounts receivable.

Notes Receivable from Students.

Notes receivable from students are payable in installments over a period of up to ten
years, commencing three to twelve months from the date of separation from the
institution. The following is a schedule of interest rates and unpaid balances for the
different types of notes receivable held by the institution at June 30, 2006:

Non-
Interest Current Current
Rates Total Portion Portion
Perkins student loans 3%t 5% $ 3527 § 3527 § -
Nursing student loans 3% to 6% 7,600 7,600 -
Institutional loans 0% 13,661 1,190 12,471
Total notes receivable 24,788 12,317 12,471
Less allowance for doubtful
accounts 14,268 12,317 1,951
Net notes receivable $ 10,520 § - $ 10,520
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Notes receivable from students are payable in installments over a period of up to ten
years, commencing three to twelve months from the date of separation from the
institution. The following is a schedule of interest rates and unpaid balances for the
different types of notes receivable held by the institution at June 30, 2005:

Non-
Interest Current Current
Rates Total Portion Portion
Perkins student loans 3%tos5% § 3527 § 3,527 § -
Nursing student loans 3% to 6% 7,600 7,600 -
Institutional loans 0% 13,831 1,360 12,471
Total notes receivable 24,958 12,487 12,471
Less allowance for doubtful
accounts 14,267 12,487 1,780
Net notes receivable $ 10,691 $ - $ 10,691

Capital Assets.

A summary of changes in capital assets for the year ended June 30, 2006 is presented as
follows:

Jones County Junior College Jones County Junior College Foundation
Beginning Ending Beginning Ending
Balance  Additions  Deletions Balance Balance Additions  Deletions  Balance
Nondepreciable
capital assets
Land $ 328595 3% - s - $ 328595 § - $ 201,999 § - $ 201,999
Construction in
progress 7,147,625  2452,707 (93,984) 9,506,348 7,045 - - 7,045
Total
nondepreciable
capital assets 7476,220 2,452,707 (93,984) 9,834,943 7,045 201,999 - 209,044
Depreciable capital
assets
Buildings 45,094,762 1,125,212 - 46,219,974 - - - -
Improvements other
than buildings 5,719,350 78,616 - 5,797,966 - - - -
Equipment 5,085,519 156,771 (94,586) 5,147,704 145,841 - - 145,841
Library books 1,753,854 53,028 (13,768) 1,793,114 - - - -
Total depreciable
capital assets 57,653,485 1,413,627 (108,354) 58,958,758 145,841 - - 145,841
Less accumulated
depreciation for
Buildings 13,375,101 1,086,976 - 14,462,077 - - - -
Improvements
other than
buildings 1,393,486 225,330 - 1,618,816 - - - -
Equipment 4,059,347 322,785 (75,173) 4,306,959 144,424 991 - 145,415
Library books 1,493,952 66,917 (13,768) 1,547,101 - - - -
Total accumulated
depreciation 20,321,886 1,702,008 (88,941) 21,934,953 144,424 991 - 145,415
Total depreciable
capital assets, net 37,331,599 (288,381) (19,413) 37,023,805 1417 991) - 426
Capital assets, net $44,807,819 $2,164,326 §$ (113,397) $46,858,748 § 8462 § 201,008 $ - $ 209,470
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Additions to Buildings and CIP include expenditures paid by Mississippi Department of
Finance and Administration, Office of Buildings, Grounds and Real Property
Management. Those additions represent no cash flow activity at the college.
Construction costs are paid at the state level and reported on the College's statements as
State Appropriations restricted for capital purposes (SRECNA) and in this note as
Additions

A summary of changes in capital assets for the year ended June 30, 2005 is presented as
follows:

Jones County Junior College Jones County Junior College Foundation
Beginning Ending Beginning Ending
Balance  Additions  Deletions Balance Balance  Additions Deletions Balance
Nondepreciable
capital assets
Land $ 328595 % - 3 - $ 328595 §$ - $ - $ - % -
Construction in
Progress 6,989,244 4,807,327 (4,648,946) 7,147,625 7,045 - - 7,045
Total
nondepreciable
capital assets 7317,839 4,807,327 (4,648,946) 7.476,220 7,045 - - 7,045
Depreciable capital
Assets
Buildings 40,646,004 4,780,760 (332,002) 45,094,762 - - - -
Improvements other
than buildings 5,534,919 365,864 (181,432) 5,719,351 - - - -
Equipment 4,653,210 493,421 {61,112) 5,085,519 145,841 - - 145,841
Library books 1,734,206 31,847 (12,199) 1,753,854 - - - -
Total depreciable
capital assets 52,568,339 5,671,892 (586,745) 57,653,486 145,841 - - 145,841
Less accumulated
depreciation for
Buildings 12,474,727 1,072,644 (172,269) 13,375,102 - - - -
Improvements
other than
buildings 1,316,448 222,184 (145,146) 1,393,486 - - - -
Equipment 3,774,326 340,022 (55,001) 4,059,347 143,433 991 - 144,424
Library books 1,434,591 71,560 (12,199) 1,493,952 - - - -
Total accumulated
depreciation 19,000,092 1,706,410 (384,615) 20,321,887 143,433 991 - 144,424
Total depreciable
capital assets, net 33,568,247 3,965,482 (202,130) 37,331,599 2,408 (991) - 1,417
Capital assets, net  $40,886,086 8 8,772,809 § (4,851,076) $44.,807,819 § 94538  (991) § - § 8462

The following useful lives, salvage values and capitalization thresholds are used to
determine which assets to capitalize and to compute depreciation:

Estimated

Useful Salvage Capitalization

Lives Value Threshold
Buildings 40 years 20% $ 50,000
Improvements other

than buildings 20 years 20% 25,000

Equipment 3-15 years 1-10% 5,000
Library books 10 years 0% -
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(6) Long-Term Liabilities.

Long-term liabilities of the College consisted of notes payable and certain other liabilities
that are expected to be liquidated after one year from June 30, 2006.

Information regarding original issue amounts, interest rates and maturity dates for notes
payable in the long-term liabilities balance at June 30, 2006, is listed in the following
schedule. A schedule detailing the annual requirements necessary to amortize the
outstanding debt is also provided.

Balance Due
Beginning June 30, Within
Balance Additions  Deletions 2006 One Year
Accrued leave liabilities $ 142,719 & 9487 § - $ 152,206 8 152,206
Deposits refundable 55,945 7,540 - 03,485 63,485
Notes payable with interest
rates ranging from 0.00
to 5.86 percent 658,236 - (346,462) 311,774 47,965
Total long-term
Habilities 856,900 17,027 (346,462) 527,465 263,656
Total 3 856900 $ 17,027 § (346,462) 527465 § 263,656
Due within one year 263,656
Total long-term portion $ 263,809

The long-term liabilities balance at June 30, 2005 is listed in the following schedule.

Balance Due
Beginning June 30, Within
Balance Additions _ Deletions 2005 One Year
Accrued leave liabilities $ 163,804 § - $ (21,085 8§ 142,719 § 142,719
Deposits refundable 43,320 10,625 - 55,945 55,945
Notes payable, with interest
rates ranging from 0.00 to
5.86 percent 088,165 - (329,929) 658,236 346,768
Total long-term
liabilities 1,197,289 10,625 (351,014) 856,900 545,432
Total $ 1,197289 § 10,625 § (351,014) 856,900 $ 545,432
Due within one year 545,432
Total long-term portion $ 311,468
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Scheduled repayments on long-term notes are as follows:

Year Ending
June 30, Principal
2007 $ 47,965
2008 47,965
2009 47,965
2010 47,965
2011 47,965
2012-2014 71,949
Total $ 311,774
Operating Leases.

Leased property under operating leases consisted of a building, copiers, and other
equipment. The following is a schedule by year due of the future minimum rental
payments required under those operating leases:

Year Ending
June 30, Amount
2007 3 32,400
Total minimum payments required $ 32,400

The total rental expense for all operating leases, except those with terms of a month or
less that were not renewed, for the fiscal years ended June 30, 2006 and 2005 were

$25,201 and $40,613, respectively.

Functional Classification of Expenses.

The College's operating expenses by functional classification were as follows for the year
ended June 30, 2006:

Salaries
and Fringe Contractual

Wages Benefits Travel Services Utilities
Instruction $ 11,350,313 $ 2,942,314 § 279,323 § 308,754 § (134)
Instructional support 575,747 172,817 16,682 56,461 -
Student services 1,677,155 481,651 136,122 414,532 -
Institutional support 1,455,315 439,243 42,186 805,245 -
Operation of plant 844,391 334,174 1,108 352,738 915,769
Student aid - - - - -
Auxiliary enterprises 353,069 139,156 1,173 978,408 211,030
Depreciation - - - - -

Endowment operations - - - - -

Total operating expenses $ 16,255,990 $% 4,509,355 $ 476,594 § 2,916,138 § 1,126,665
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Scholarships Depre-
and Commo- ciation
Fellowships dities Expense Other Total
Instruction 5 30,400 $ 1,368,155 $ - 8§ 399,828 $ 16,678,953
Instructional support - 61,207 - - 882,914
Student services - 284,657 - {5 2,994,113
Institutional support - 166,413 - 150,724 3,059,126
Operation of plant - 478,682 - - 2,926,861
Student aid 4,550,290 - - - 4,550,290
Auxiliary enterprises - 2,124,495 - 29,143 3,836,474
Depreciation - - 1,702,009 - 1,702,009
Endowment operations 20,586 - - - 20,586

Total aperating expenses $ 4,601,276 §$ 4,483,609 $ 1,702,009 § 579,690 $ 36,651,326

The College's operating expenses by functional classification were as follows for the year
ended June 30, 2005:

Salaries
and Fringe Contractual

Wages Benefits Travel Services Utilities
Instruction $ 11,817,050 § 2,890,589 $§ 226,468 § 474,763 § 8,231
Academic support 586,595 166,707 5,863 53,661 -
Student services 1,770,566 451,889 145,381 402,307 -
Institutional support 1,483,164 421,518 33,346 781,718 -
Operation of plant 839,021 297,973 1,020 319,119 708,393
Auxiliary enterprises 337,561 122,495 686 937,521 165,815

Total operating expenses $ 16,833,957 $ 4,351,171 § 412,764 $ 2,969,089 $ 882,439

Scholarships Depre-
and Commo- ciation
Fellowships dities Expense Other Total
Instruction 3 37,174 & 895,859 § - § 203,578 § 16,553,712
Academic support - 75,865 - - 888,691
Student services - 286,667 - - 3,056,810
Institutional support - 122,546 - 285,950 3,128,242
Operation of plant - 437,214 - - 2,602,740
Student aid 3,548,479 - - - 3,548,479
Auxiliary enterprises - 2,098,170 - 20,058 3,682,306
Depreciation - - 1,706,410 - 1,706,410
Endowment operations 21,175 - - - 21,175

Total operating expenses $ 3,606,828 $ 3916321 § 1706410 $ 509586 $ 35,188,565
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Jones County Junior College Foundation's operating expenses by functional classification
were as follows for the year ended June 30, 2006:

Salaries
and Fringe Contractual
Wages Benefits Travel Services Utilities
Student aid $ - 5 - $ - 5 - b -
Depreciation - - - - -
Endowment operations 150,124 - - - 50,553
Total operating expenses  $ 150,214 § - 3 - $ - 3 50,553
Scholarships Depre-
and Commo- ciation
Fellowships dities Expense Qther Total
Student aid $ 214,117 § - 8 - 5 - § 214,117
Depreciation - - 991 - 991
Endowment operations - - - 614,782 815,459
Total operating expenses $ 214,117 § - $ 991 § 614,782 § 1,030,567

Jones County Junior College Foundation's operating expenses by functional classification
were as follows for the year ended June 30, 2005:

Salaries
and Fringe Contractual
Wages Benefits Travel Services Utilities
Student aid $ - $ - 8 - 5 - $ -
Depreciation - - - - -
Endowment operations 124,230 - - 750 47,803
Total operating expenses  $ 124,230 § - 9§ - $ 750 $ 47,803
Scholarships Depre-
and Commo- ciation
Fellowships dities Expense Other Total
Student aid $ 172,144  § - 3 - % - $ 172,144
Depreciation - - 991 - 991
Endowment operations - - - 283,278 456,061
Total operating expenses $ 172,144 § - 8 991 § 283278 $ 629,196
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Pension Plan.

Plan description - The College participates in the Public Employees' Retirement System
of Mississippi (PERS), a cost-sharing multiple-employer defined benefit pension plan.
PERS provides retirement and disability benefits, annual cost-of-living adjustments, and
death benefits to plan members and beneficiaries. Benefit provisions are established by
state law and may be amended only by the Mississippi State Legislature. PERS issues a
publicly available financial report that includes financial statements and required
supplementary information. That information may be obtained by writing to the Public
Employees' Retirement System, PERS Building, 429 Mississippi Street, Jackson, MS
39201-1005 or by calling (601) 359-3589 or 1-800-444-PERS.

Funding policy - PERS members are required to contribute 7.25 percent of their annual
covered salary and the institution is required to contribute at an actuarially determined
rate. The current rate is 9.75 percent of annual covered payroll. The contribution
requirement of PERS members is established and may be amended only by the
Mississippi State Legislature. The College's contributions to PERS for the years ended
June 30, 2006 and 2005 were $1,656,603 and $1,567,541, respectively, equal to the
required contributions for each year.

Contingencies.
The College is involved in litigation and other matters arising in the normal course of
business. Based on consultations with legal counsel, management is of the opinion that

these matters will be resolved without material adverse effect on the College's future
financial position or on the results of its future operations.
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Federal Pass-Through
Federal Grantor/Pass-through Grantor/ CFDA Entity Identifying Federal
Program or Cluster Title Number Number Expenditures
Student Financial Aid — Cluster
U.S. Department of Education
Federal PELL Grant Program 84.063 7,331,880
Federal Supplemental Educational
Opportunity Grant Program (FSEOG) 84.007 240,118
Federal Work Study Program (FWS) 84.033 131,299
Federal Family Educational Loan
Program (FFEL) 84.032 3,146,962
Pass-through Programs from
Board of Trustee of Institutions of Higher
Learning — Leveraging Educational
Assistance Partnership 84.069 4,445
Total U.S. Department of Education 10,854,704
Total Student Financial Aid 10,854,704
Other Programs
U.S. Department of Education
Hurricane Education Recovery 84 938F 3,022,355
Fund for the Improvement of Postsecondary
Education 84.116Z 154,940
Pass-through Programs from
State Department of Education
Carl Perkins Funds 84.048 1,621
Vocational/Technical Salary Reimbursement 84.048 236,203
Vocational/Technical Adult Education
Reimbursement 84.048 10,956
Vocational/Technical Equipment Reimbursement 84.048 208,944
Tech-prep Education 84.243 54,540
State Board of Community and Junior Colleges
Adult Basic Education Grant 84.002 190,784
Total U.S. Department of Education 3,880,343
U.S. Department of Agriculture
Agricultural Education Enhancement Grant 10.226 9,941
Pass-through Program from
Mississippi Community College
Foundation - Mississippi Rural
Health Corp. Program 10.500 123,483
Total U.S. Department of Agriculture 133,424
Small Business Administration
Pass-through Program from
University of Mississippi - Small
Business Development Center 59.037 72,421
72,421

Tetal Small Business Administration
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Federal Pass-Through
Federal Grantor/Pass-through Grantor/ CFDA Entity Identifying Federal
Program or Cluster Title Number Number Expenditures

Other Programs - continued

National Science Foundation
Scholars for the 21* Century 47.076 $ 40,690
Pass-through Programs from
University of Southern Mississippi -
Virtual Reality 47.076 5,630

Total National Science Foundation 46,320

National Air and Space Authority (NASA)
Pass-through from

Pearl River Community College 43.001 11,571
Total NASA 11,571
Department of Health
Homeland Security 93.283 6,693
Total Department of Health 6,693
Department of Labor
H-1B Highgrowth Grant 17.261 3,236
Pathways for Construction Employment
Initiative 17.261 30,575
Trade Adjustment Assistance (receipted
on student accts) 17.245 272,943
Workforce Investment Act (receipted
on student accts) 17.267 24,071
Workforce Investment Act — LPN to RN
Transition Grant 17.260 130,101

Pass-through Programs from
State Board of Community and Junior

College, Automotive 17.261 4,683
Pass-through Programs from
Southern MS Planning and Development
District 17.260 385,966
Total Department of Labor 851,575
Department of Defense

Pass-through Program from
Mississippi Emergency Management

Agency
Hazard mitigation grant 67.039 37,456
Total Department of Defense 37,456
Total Federal Awards $ 15,894,507
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Notes to Schedule of Expenditures of Federal Awards

This schedule was prepared using the same basis of accounting and the same significant
accounting policies, as applicable, used for the basic financial statements, with the following
exceptions:

(1)  For purposes of this schedule, loans made to students under the Federal Family
Educational Loan Program (CFDA #84.032) are presented as federal expenditures.
Neither the funds advanced to students nor the outstanding loan balance is included in the
financial statements since the loans are made and subsequently collected by federal
lending institutions.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL
- CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN
AUDIT OF THE BASIC FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

-
Board of Trustees
Jones County Junior College
Ellisville, Mississippi
-w
We have audited the financial statements of Jones County Junior College as of and for the year
ended June 30, 2006 and, have issued our report thereon dated November 3, 2006. We
conducted our audit in accordance with auditing standards generally accepted in the United
- States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States.
Internal Control Over Financial Reporting
- In planning and performing our audit, we considered Jones County Junior College's internal

control over financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide an opinion on the internal
control over financial reporting. Our consideration of the internal control over financial
reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a reportable condition in
et which the design or operation of one or more of the internal control components does not reduce
to a relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in relation to the financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned
functions. We noted no matters involving internal control over financial reporting and its
- operation that we consider to be material weaknesses.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Jones County Junior College's financial
statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit and,
accordingly, we do not express such an opinion. The results of our tests did not disclose any
instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards.

This report is intended solely for the information and use of Jones County Junior College,
members of the Legislature, entities with accreditation overview, federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than those
specified parties.

Lo 17

Laurel, Mississippi
November 3, 2006

62



ORNE..-

GPAs & Business Advisors

-,

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH
- REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Trustees
- Jones County Junior College
Ellisville, Mississippi

Compliance

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

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



In our opinion, Jones County Junior College complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the
year ended June 30, 2006.

Internal Control Over Compliance

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

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

This report is intended solely for the information and use of Jones County Junior College,
members of the Legislature, entities with accreditation overview, federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than those

specified parties.

Lo u?

Laurel, Mississippi
November 3, 2006
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE
WITH STATE LAWS AND REGULATIONS

Board of Trustees
Jones County Junior College
Ellisville, Mississipp1

We have audited the basic financial statements of Jones County Junior College as of and for the
year ended June 30, 2006, and have issued our report thereon dated November 3, 2006. 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.

We have also performed procedures to test compliance with certain state laws and regulations.
- However, providing an opinion on compliance with state laws and regulations was not an
objective of our audit and, accordingly, we do not express such an opinion.

The results of those procedures and our audit of the financial statements did not disclose any
instances of noncompliance with State laws and regulations.

This report is intended solely for the information and use of Jones County Junior College,
members of the Legislature, entities with accreditation overview, federal awarding agencies and
pass-through entities and is not intended to be and should not be used by anyone other than those
specified parties.

T el wf

Laurel, Mississippi
November 3, 2006
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JONES COUNTY JUNIOR COLLEGE
Schedule of Findings and Questioned Costs
Year Ended June 30, 2006

Section 1; Summary of Auditor's Results

Financial Statements:

1. Type of auditor's report issued on the general purpose
financial statements:
2. Material noncompliance relating to the general purpose
financial statements?
3. Internal control over financial reporting:
a. Material weakness(es) identified?
b. Reportable condition(s) identified that are not
considered to be material weaknesses?
Federal Awards:
4. Type of auditor's report issued on compliance for major
federal program:
5. Internal control over major program:
a. Material weakness(es) identified?
b. Reportable condition(s) identified that are not
considered to be material weaknesses?
6. Any audit finding(s) reported as required by Section
510(a) of Circular A-133?
7. Federal program identified as a major program:

Student financial aid cluster
CFDA #84.063
CFDA #84.007
CFDA #84.032
CFDA #84.033
CFDA #84.069

Hurricane Education Recovery
#84.938F
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Unqualified

No

No

No

Unqualified

No

No



JONES COUNTY JUNIOR COLLEGE
Schedule of Findings and Questioned Costs
Year Ended June 30, 2006

Section 1: Summary of Auditor's Results

8. The dollar threshold used to distinguish between
type A and type B programs: $382,426

9. Auditee qualified as a low-risk auditee? Yes

10.  Prior fiscal year audit finding(s) and questioned
cost relative to federal awards which would require
the auditee to prepare a summary schedule of
prior audit findings as discussed in Section
315(b) of OMB Circular A-133? No

Section 2: Financial Statement Findings

Reportable Conditions in Internal Control

Our tests did not disclose any financial statement findings.
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