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INDEPENDENT STATE AUDITOR’S REPORT

To the Board of Trustees,
Audit Committee,

and
Stephen Nadauld, President
Dixie State College of Utah

We have audited the accompanying financial statements of Dixie State College of Utah (the
College) and, based on the report of other auditors, its discretely presented Component Unit
Foundation, which collectively comprise the College’s basic financial statements, as of and for the
year ended June 30, 2010, as listed in the table of contents. The College is a component unit of the
State of Utah. These financial statements are the responsibility of the College’s management. Our
responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the financial statements of the discretely presented Component Unit Foundation. Those
financial statements were audited by other auditors whose report thereon has been furnished to us,
and our opinion, insofar as it relates to the amounts included for the discretely presented
Component Unit Foundation, is based on the report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes consideration of internal
control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
College’s internal control over financial reporting. Accordingly, we express no such opinion. An
audit also includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation. We believe that
our audit and the report of other auditors provide a reasonable basis for our opinions.

In our opinion, based on our audit and the report of other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the College and
of its discretely presented Component Unit Foundation as of June 30, 2010, and the respective
changes in financial position and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated June 22,
2011 on our consideration of the College’s internal control over financial reporting and on our tests
of its compliance with certain provisions of laws, regulations, contracts and grant agreements, and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

The accompanying management’s discussion and analysis, on pages 3 through 9, is not a required
part of the basic financial statements but is supplementary information required by accounting
principles generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the required supplementary information. However, we did not
audit the information and express no opinion on it.

=

Auston G. Johnsgn, CPA
Utah State Auditor
June 22, 2011



DIXIE STATE COLLEGE OF UTAH
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2010

As management of Dixie State College of Utah (the College), we offer readers of the College’s financial
statements this narrative overview and analysis of the financial activities of the College for the fiscal year
ended June 30, 2010. We encourage readers to consider the information presented within this discussion and
analysis in conjunction with the additional information that is furnished in our basic financial statements
(including the notes to the financial statements).

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the College’s basic financial statements.
The College’s basic financial statements consist of four components: 1) the Statement of Net Assets, 2) the
Statement of Revenues, Expenses, and Changes in Net Assets, 3) the Statement of Cash Flows, and 4) the
Notes to the Financial Statements. This discussion and analysis focuses on the College’s primary institution
operations. The College’s discretely presented Component Unit Foundation issues separately audited financial
statements, which can be obtained directly from the Dixie College Foundation’s administrative office.

Statement of Net Assets: The Statement of Net Assets provides information on the College’s assets and
liabilities at the end of the fiscal year, with the difference between the two reported as net assets. The
information provided in the Statement of Net Assets, along with disclosures and other information contained in
the Statement of Revenues, Expenses, and Changes in Net Assets; the Statement of Cash Flows; and the
accompanying notes, helps users evaluate, among other things, the College’s liquidity and its ability to meet its
obligations. It is one way of measuring the College’s financial health or position. Over time, increases or
decreases in the College’s net assets are an indicator of whether its financial condition is improving or
deteriorating. Other non-financial factors are also important to consider, including student enroliment and the
condition of the campus buildings.

The following table summarizes the College’s assets, liabilities, and net assets at June 30, 2009 and 2010:

Condensed Statement of Net Assets

Year Ended Year Ended Amount of
June 30, 2009 June 30, 2010 Increase
Amount Amount (Decrease)
Assets
Current Assets $ 16,319,038 $ 21,051,253 $ 4,732,215
Capital Assets, Net 88,472,854 87,942,792 (530,062)
Other Assets 10,327,328 14,052,559 3,725,231
Total Assets 115,119,220 123,046,604 7,927,384
Liabilities
Current Liabilities 3,611,823 4,693,614 1,081,791
Noncurrent Liabilities 5,885,130 6,083,190 198,060
Total Liabilities 9,496,953 10,776,804 1,279,851
Net Assets
Invested in Capital Assets,

Net of Related Debt 82,707,161 81,793,446 (913,715)
Restricted - Nonexpendable 7,757,347 8,512,776 755,429
Restricted - Expendable 6,529,040 6,740,088 211,048
Unrestricted 8,628,719 15,223,490 6,594,771

Total Net Assets $ 105,622,267 $ 112,269,800 $ 6,647,533




DIXIE STATE COLLEGE OF UTAH
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2010

Current assets increased compared to last fiscal year because of the increase in tuition and fees revenue due to
the 26.4% enrollment increase together with the 8.11% tuition increase and the 11.97% student fee increase.
The increase in other assets of the College during the fiscal year is mainly due to the receipt of funds from the
Browning library endowment trust. In June of 2010 the terms of the Browning library endowment trust ended
and all the funds in the endowment trust were distributed to the College to use for any educational purpose.

The liabilities of the College increased during the fiscal year and it was mostly attributable to the increase in
tuition and student enrollment mentioned above. As a result of the increases in enrollment and tuition in
summer school the deferred revenue increased substantially. There was a sizeable increase in accounts
payable at the end of the year. And there also was an increase in accrued liabilities due to an increase in the
number of employees at the College.

The increase in net assets of the College is primarily attributable to the increase in student enrollment, tuition,
and the receiving of funds from the Browning library endowment trust, that are all mentioned above.

Statement of Revenues, Expenses, and Changes in Net Assets: The Statement of Revenues, Expenses, and
Changes in Net Assets provides information to users about the operating performance of the College and the
effects of nonoperating transactions on net assets. The information in this statement, together with information
in the Statement of Net Assets, the Statement of Cash Flows, and the accompanying notes, should assist users
of the College’s financial statements in evaluating the College’s performance during the fiscal year. These
statements will also show how well management has discharged their stewardship responsibilities and other
aspects of their duties.

The following table summarizes the College’s revenues, expenses, and changes in net assets for the years
ended June 30, 2009 and 2010:

Condensed Statement of Revenues, Expenses, and Changes in Net Assets

Year Ended Year Ended Amount of
June 30, 2009 June 30, 2010 Increase

Amount Amount (Decrease)
Operating Revenues $ 24,016,536 $ 32,535,468 8,518,932
Operating Expenses 59,781,182 71,753,380 11,972,198
Operating Loss (35,764,646) (39,217,912) (3,453,266)
Nonoperating Revenues 31,986,723 44,376,186 12,389,463
Nonoperating Expenses 608,739 411,379 (197,360)
Net Nonoperating Revenues 31,377,984 43,964,807 12,586,823
Income (Loss) before Other Revenues (4,386,662) 4,746,895 9,133,557
Other Revenues, Expenses, Gains or Losses 3,489,634 1,900,638 (1,588,996)
Increase (Decrease) in Net Assets (897,028) 6,647,533 7,544,561
Net Assets — Beginning of Year 106,519,295 105,622,267 (897,028)
Net Assets — End of Year $ 105622267 $ 112,269,800 $ 6,647,533




DIXIE STATE COLLEGE OF UTAH
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED JUNE 30, 2010

For the year ended June 30, 2010, the College experienced a net operating loss as shown above. In a normal
year, an operating loss would be expected since the College receives a majority of its funding from
nonoperating revenues. Appropriations, along with grants, investment income, and financial gifts from donors,
are classified on the financial statements as nonoperating revenues.

Revenues: The following table summarizes the College’s revenues for the years ended June 30, 2009 and
2010:

Year Ended Year Ended Amount of Percentage
June 30,2009  June 30, 2010 Percent of Increase Increase
Amount Amount Total (Decrease) (Decrease)
Operating Revenues
Student Tuition and Fees $ 17,178,996 $ 24,358,192 7487% $ 7,179,196 41.79%
Federal Grants and Contracts 82,727 116,676 0.36% 33,949 41.04%
State and Local Grants and Contracts 5,000 - 0.00% (5,000) -100.00%
Nongovernmental Grants and Contracts 43,772 - 0.00% (43,772) -100.00%
Auxiliary Enterprises 6,201,787 7,378,448 22.68% 1,176,661 18.97%
Other Operating Revenues 504,254 682,152 2.09% 177,898 35.28%
Total Operating Revenues $ 24,016,536 $ 32,535,468 100.00% $ 8,518,932 35.47%
Nonoperating Revenues
State Appropriations $ 22,703,592 $ 22,201,250 50.03% $  (502,342) -2.21%
Federal Grants 8,291,516 16,540,054 37.27% 8,248,538 99.48%
State and Local Grants 796,911 676,930 1.53% (119,981) -15.06%
Nongovernmental Grants - 11,300 0.03% 11,300 100.00%
Gifts 1,500,056 3,998,525 9.01% 2,498,469 166.56%
Investment Income (1,305,352) 948,127 2.13% 2,253,479 -172.63%
Total Nonoperating Revenues $ 31,986,723 $ 44,376,186 100.00% $ 12,389,463 38.73%
Other Revenues
Capital Appropriations $ 3,040,832 $ 1,488,399 7831% $ (1,552,433) -51.05%
Capital Grants and Gifts 302,274 347,679 18.29% 45,405 15.02%
Additions to Permanent Endowments 146,528 64,560 3.40% (81,968) -55.94%
Total Other Revenues $ 3,489,634 $ 1,900,638 100.00% $ (1,588,996) -45.53%

Operating revenues increased overall when compared to the prior year as shown above. This increase is
primarily attributable to the student tuition and fees line item. Student tuition and fees revenue increased due
to an 8.11% tuition increase and an 11.97% student fee increase together with a student enrollment increase of
26.4%. Auxiliary enterprises revenue increased due to the enrollment increase which increased the bookstore
sales and other similar activities among the various auxiliary operations across campus.

Nonoperating and other revenues fluctuate from year to year based on the amount appropriated by the state
legislature for ongoing needs and capital projects at the College. These revenues also fluctuate from year to
year because of the inconsistent pattern of investment income, gifts given to the College for scholarships, and
capital projects. Federal grants increased due to the overall increase in student enrollment. The large decrease
in capital appropriations is from the reduction in capital improvement projects being done on campus.
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Expenses: The following table summarizes the College’s expenses for the years ended June 30, 2009 and

2010:
Year Ended Year Ended Amount of Percentage
June 30, 2009 June 30, 2010 Percent of Increase Increase
Amount Amount Total (Decrease) (Decrease)
Operating Expenses
Salaries and Wages $ 23,938,479 $ 25,664,101 35.77% $ 1,725,622 7.21%
Employee Benefits 8,386,803 8,758,587 12.21% 371,784 4.43%
Student Financial Aid 8,052,497 17,085,947 23.81% 9,033,450 112.18%
Utilities 1,707,530 1,730,559 2.41% 23,029 1.35%
Cost of Goods Sold 3,180,027 3,611,689 5.03% 431,662 13.57%
Depreciation 3,580,982 3,685,365 5.14% 104,383 2.91%
Other Operating Expenses 10,934,864 11,217,132 15.63% 282,268 2.58%
Total Operating Expenses $ 59,781,182 $ 71,753,380 100.00% $ 11,972,198 20.03%
Nonoperating Expenses
Interest on Capital Asset Related Debt $ 268,865 $ 250,198 60.82% $ (18,667) -6.94%
Other 339,874 161,181 39.18% (178,693) -52.58%
Total Nonoperating Expenses $ 608,739 $ 411,379 100.00% $ (197,360) -32.42%

Operating expenses increased overall when compared to the prior year as shown above. The majority of this
increase is due to the 26.4% student enrollment increase combined with the 8.11% tuition increase and the
11.97% student fee increase. The number of students that applied for and received scholarships, waivers, and

pell grants increased as a result of this enrollment increase.

Another factor in the increase in operating

expenses was salaries, wages, and benefit expenses. These increased due to the hiring of additional employees

to help with the increase of students on campus.
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Statement of Cash Flows: The Statement of Cash Flows provides information about the cash receipts and
cash payments of the College during the fiscal year. When used with related disclosures and information in
other financial statements, the Statement of Cash Flows should help financial statement report users assess the
College’s ability to generate future net cash flows and its ability to meet its obligations as they come due. The
Statement of Cash Flows will also provide reasons for differences between operating income and the
associated cash receipts/payments, as well as the effects on the College’s financial position for cash and non-
cash investing, capital, and financing transactions during the fiscal year.

The following table summarizes the College’s cash flows for the years ended June 30, 2009 and 2010:

Condensed Statement of Cash Flows

Year Ended Year Ended
June 30, 2009 June 30, 2010 Amount of
Amount Amount Change
Cash Provided (Used) by:
Operating Activities $ (33,068,311) $ (34,618,747) $ (1,550,436)
Noncapital Financing Activities 33,438,603 43,371,416 9,932,813
Capital and Related Financing Activities (609,696) (1,232,948) (623,252)
Investing Activities 1,410,970 (1,973,264) (3,384,234)
Net Change in Cash 1,171,566 5,546,457 4,374,891
Cash — Beginning of Year 15,478,810 16,650,376 1,171,566
Cash - End of Year $ 16650376 $ 22196833  $ 5546457

The College’s overall liquidity increased from the previous year. Major sources of operating funds were
tuition and fees and auxiliary enterprises revenue. Cash provided by noncapital financing activities increased
because of increased grant income. The cash for capital and related financing activities decreased because of a
decrease in the number of state funded capital projects being conducted on campus. The decrease in cash
provided from investing activities is a result of the purchase of investments in excess of the income provided
by investments.

Capital Assets and Debt Administration

Capital Assets: Investment in capital assets includes land, partial interest in Foundation’s real property, land
improvements, buildings, library books, equipment, and construction in progress. There was a decrease in
capital assets overall from the previous year because the depreciation expense was greater than the capital
assets purchased during the year.
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The following table summarizes the College’s capital assets at June 30, 2009 and 2010:

Amount of

June 30, 2009 June 30, 2010 Increase

Capital Assets, Net Amount Amount (Decrease)
Land $ 10,781,036 $ 10,979,669 $ 198,633
Partial Interest in Foundation's Real Property 422,785 422,785 -
Land Improvements 5,231,849 5,316,184 84,335
Buildings 66,547,116 65,805,258 (741,858)
Equipment 4,220,834 3,998,489 (222,345)
Library Books 1,215,409 1,214,272 (1,137)
Construction in Progress 53,825 206,135 152,310
Total Capital Assets, Net $ 88,472,854 $ 87,942,792 $ (530,062)

Additional information about the College’s capital assets can be found in Note 5 to the financial statements.

Contracts and Capital Leases: The College had an overall increase in contracts and capital leases payable
when compared to the prior year. This increase is due primarily to additional debt to acquire real estate
adjacent to the College’s main campus.

The following table summarizes outstanding long-term liabilities at June 30, 2009 and 2010:

Amount of
June 30, 2009  June 30, 2010 Increase
Amount Amount (Decrease)
Contracts and Capital Leases Payable
Contracts Payable $ 805,460 $ 1,100,416 $ 294,956
Capital Leases Payable 4,960,233 5,048,930 88,697

Total Contracts and Capital Leases Payable $ 5,765,693 $ 6,149,346 $ 383,653

Additional information related to the College’s liabilities is presented in Notes 6, 7, and 8 to the financial
statements.

Economic Outlook

Utah’s economy is being affected, like the other states in the nation, from the recent turmoil in the financial
markets. Because of the economic downturn the College received ongoing and one time budget cuts from the
state legislature. These cuts will limit the amount of services and programs the College will be able to offer, as
state appropriation revenue from the state legislature is the largest source of income for the College.

This economic downturn has increased unemployment in Utah as well as throughout the nation. This
unemployment has contributed to increases in enrollment at higher education institutions. The College’s
enrollment has grown substantially and this will help the financial situation by increasing tuition revenue in the
short run. Despite the potential state appropriation revenue cuts, management has a positive outlook of their
current strategic plans for future growth.
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Requests for Information

This financial report is designed to provide a general overview of Dixie State College of Utah’s finances. The
report is for all those with an interest in the College’s finances and to show the College’s accountability for the
money it receives. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to Dixie State College of Utah, Business Services, 225
South 700 East, Saint George, Utah 84770.



DIXIE STATE COLLEGE OF UTAH

STATEMENT OF NET ASSETS

JUNE 30, 2010

ASSETS
Current Assets
Cash and Cash Equivalents (Note 2)
Accounts and Notes Receivable, Net (Note 3)
Due from Primary Government/Related Parties (Note 3)
Inventories (Note 4)
Student Loans Receivable, Net (Note 3)
Prepaid Expenses
Total Current Assets

Noncurrent Assets

Restricted Cash and Cash Equivalents (Note 2)
Investments (Note 2)
Accounts, Notes, and Pledges Receivable, Net (Note 3)
Due from Primary Government/Related Parties (Note 3)
Student Loans Receivable, Net (Note 3)
Assets Held in Trust
Capital Assets, Net (Note 5)

Total Noncurrent Assets

Total Assets

LIABILITIES
Current Liabilities
Accounts Payable
Accrued Liabilities
Compensated Absences and Termination Benefits
Deposits
Deferred Revenue
Contracts and Capital Leases Payable (Note 6)
Total Current Liabilities

Noncurrent Liabilities
Compensated Absences and Termination Benefits
Contracts and Capital Leases Payable (Note 6)
Total Noncurrent Liabilities
Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for:
Nonexpendable:
Scholarships and Fellowships
Other
Foundation
Expendable:
Scholarships and Fellowships
Loans
Capital Projects
Debt Service
Other
Foundation
Unrestricted

Total Net Assets

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

Primary
Institution

$ 18,649,905
861,631
387,032
925,492
219,951

7,242

21,051,253

3,546,928
8,290,218
157,928
19,810
2,037,675

87,942,792

101,995,351

123,046,604

947,766
1,515,109
745,784
135,485
897,006
452,464

4,693,614

386,308

5,696,882

6,083,190

10,776,804

81,793,446

8,236,419
276,357

775,298
2,444 177
1,028,507

591,993
1,900,113

15,223,490

$ 112,269,800

Component Unit

Foundation

$ 735,619
70,487

806,106

7,837,784
977,535

559,176

3,784,379

13,158,874

13,964,980

181,170

317,524
498,694

4,728,690

4,728,690

5,227,384

8,716,427

143,532
(122,363)

8737506



DIXIE STATE COLLEGE OF UTAH
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2010

Primary Component Unit
Institution Foundation
OPERATING REVENUES
Student Tuition and Fees (Note 1) $ 24,358,192 $ -
Federal Grants and Contracts 116,676 -
Auxiliary Enterprises (Note 1) 7,378,448 -
Foundation Contributions Received - 355,295
Other 682,152 329,539
Total Operating Revenues 32,535,468 684,834
OPERATING EXPENSES
Salaries and Wages 25,664,101 -
Employee Benefits 8,758,587 -
Student Financial Aid 17,085,947 -
Donation to the College - 177,738
Utilities 1,730,559 -
Cost of Goods Sold 3,611,689 -
Depreciation 3,685,365 -
Other 11,217,132 721,457
Total Operating Expenses 71,753,380 899,195
Operating Income (Loss) (39,217,912) (214,361)
NONOPERATING REVENUES (EXPENSES)
State Appropriations 22,201,250 -
Federal Grants 16,540,054 -
State and Local Grants 676,930 -
Nongovernmental Grants 11,300 -
Gifts 3,998,525 -
Investment Income 948,127 1,211,014
Interest on Capital Asset Related Debt (250,198) -
Other (161,181) (761,676)
Net Nonoperating Revenues 43,964,807 449,338
Income (Loss) Before Other Revenues 4,746,895 234,977
OTHER REVENUES (EXPENSES)
Capital Appropriations 1,488,399 -
Capital Grants and Gifts 347,679 -
Additions to Permanent Endowments 64,560 13,954
Total Other Revenues 1,900,638 13,954
Increase (Decrease) in Net Assets 6,647,533 248,931
Net Assets — Beginning 105,622,267 8,488,665
Net Assets —End of Year $ 112,269,800 $ 8,737,596

The accompanying notes are an integral part of these financial statements.
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DIXIE STATE COLLEGE OF UTAH

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2010

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from Tuition and Fees

Receipts from Grants and Contracts

Receipts from Auxiliary Enterprises
Collection of Loans from Students

Loans Issued to Students

Other Receipts (Expenses)

Payments to Suppliers

Payments for Student Financial Aid

Payments for Employee Services and Benefits

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State Appropriations
Receipts from Gifts/Grants
Receipts for Permanent Endowments

Net Cash Provided (Used) by Noncapital Financing Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Capital State Appropriations

Receipts from Capital Grants/Gifts
Purchases of Capital Assets

Principal Paid on Capital Debt/Leases
Interest Paid on Capital Debt/Leases

Net Cash Provided (Used) by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from Sale/Maturity of Investments
Receipt of Interest/Dividends from Investments
Purchase of Investments

Net Cash Provided (Used) by Investing Activities

Net Increase in Cash

Cash and Cash Equivalents — Beginning of Year
Cash and Cash Equivalents — End of Year

(continued)

12

Primary
Institution

$ 24,575,540

116,676
7,179,337
228,001
(247,392)
726,248
(16,555,431)
(17,085,947)

(33,555,779)

(34,618,747)

22,201,250
21,105,606
64,560

43,371,416

1,488,399
347,679

(3,202,481)

(412,039)

(250,198)

(1,232,948)

1,619,853
397,874

(3,990,991)
(1,973,264)

5,546,457

16,650,376

5 22196833



DIXIE STATE COLLEGE OF UTAH

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2010

(continued)

Primary
Institution

RECONCILIATION OF NET OPERATING INCOME (LOSS) TO
NET CASH PROVIDED (USED) BY OPERATING ACTIVITIES

Operating Income (Loss)

$ (39,217,912)

Adjustments to Reconcile Operating Income (Loss) to Net Cash

Provided (Used) by Operating Activities:
Depreciation Expense

Nonoperating Revenues Recorded as Operating Activities

Changes in Assets and Liabilities:

Student Tuition and Fees Receivables (net)

Student Loans Receivable

Auxiliary Enterprises and Other Recievables

Notes Receivable
Inventories

Accounts Payable
Accrued Payroll
Accrued Liabilities
Deferred Revenue
Compensated Absences
Deposits

Net Cash Provided (Used) by Operating Activities

3,685,365
(103,497)

(48,497)
89,494
(199,111)
128,139
147,249
(252,185)
1,029,778
(36,808)
265,845
(126,061)
19,454

$ (34,618,747)

NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVITIES

Increase (Decrease) in Fair Value of Investments $ 1,295,838
Division of Facilities Construction and Management Projects Added to Capital Assets 1,488,399
Total Noncash Investing, Capital, and Financing Activities $ 2,784,237

The accompanying notes are an integral part of these financial statements.
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DIXIE STATE COLLEGE OF UTAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

NOTE 1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Dixie State College of Utah (College), located in Saint George, Utah, was established in
1911 as Saint George Academy and became known as Dixie Academy. Originally
operated by The Church of Jesus Christ of Latter-day Saints, the College was turned over to
the State of Utah in 1933. It was known officially as Dixie Junior College until 1971 when
the Utah State Legislature changed the name to Dixie College. In January 2000, the name
was changed to Dixie State College of Utah when it became eligible to offer four-year
degree programs. The College is a component unit of the State of Utah.

The College offers baccalaureate programs in selected high demand areas and in core or
foundational areas consistent with four-year colleges. It also partners with other
institutions in the Utah System of Higher Education in ensuring that quality graduate
programs are available to Washington County residents.

The College is committed to accountability and creativity in delivering quality higher
educational opportunities within its service area. The College will be a cooperative and
conscientious partner with other public and higher education institutions, responsibly using
public funds to meet the state’s needs.

Reporting Entity

The College has included in the financial statements all restricted and unrestricted funds,
including all auxiliary enterprises. The College has considered all potential component
units for which the College is financially accountable and other organizations for which the
nature and significance of their relationship with the College are such that exclusion would
cause the College’s financial statements to be misleading or incomplete.

The Dixie College Foundation (Foundation) is a separate but affiliated self-sustaining not-
for-profit organization. Because the Foundation was established to receive gifts for the
benefit of the College, the Foundation is included in the College’s audited financial
statements under the heading “Component Unit Foundation.” Independent auditors have
audited the Foundation and a separate report has been issued thereon and is available at the
Foundation’s administrative office. The Foundation is not subject to income taxes under
Section 501(c)(3) of the Internal Revenue Code.

Basis of Accounting

The financial statements of the College have been prepared on the accrual basis of
accounting.

For financial reporting purposes, the College is considered a special-purpose government

engaged only in business-type activities. Accordingly, the College’s financial statements
have been presented using the economic resources measurement focus and the accrual basis
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DIXIE STATE COLLEGE OF UTAH
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2010

of accounting. Under the accrual basis, revenues are recognized when earned, and
expenses are recorded when an obligation has been incurred. All significant intra-agency
transactions have been eliminated.

The College has the option to apply all Financial Accounting Standards Board (FASB)
pronouncements issued after November 30, 1989, unless FASB conflicts with GASB. The
College has elected not to apply FASB pronouncements issued after the applicable date.

Basis of Presentation

Cash and Investments — Cash from all funds is deposited into one account except when
legal requirements dictate the use of separate accounts. College and Foundation financial
investments are carried at fair value. The College distributes earnings from pooled
investments based on the average monthly investment of each participating account.
Foundation real estate investments consist of donations that are reported at the lower of
current fair value or the fair value at the time of donation. The College considers all highly
liquid investments purchased with an original maturity of three months or less to be cash
equivalents.  This includes repurchase agreements and the Utah Public Treasurers’
Investment Fund for the College. For the Foundation, cash equivalents include certificates
of deposit and money market funds held by equity managers.

Accounts Receivable — Accounts receivable consist of tuition and fee charges to students
and to auxiliary enterprise services provided to students, faculty, and staff. Accounts
receivable also include amounts due from the Federal Government, state and local
governments, or private sources, in connection with reimbursement of allowable
expenditures made pursuant to the College’s grants and contracts. Accounts receivable are
recorded net of estimated uncollectible amounts.

Inventories — The value of the College bookstore inventory is recorded at average cost
using the retail inventory method. All other inventory values are determined by using the
lower of cost (first-in, first-out) or market.

Prepaid Expenses — Prepaid expenses consist of products or services that have been paid for
and not received.

Capital Assets — Property, plant, and equipment are stated at cost as of the date of
acquisition or fair value at date of donation in the case of gifts. For equipment, the
College’s capitalization policy includes all items with a unit cost of $3,000 or more and an
estimated useful life greater than one year. Buildings costing $20,000 or more are
capitalized, as are improvements to buildings costing $20,000 or more that extend the
useful life, and land improvements that cost $20,000 or more. Other capital assets are
determined at acquisition based on guidelines developed by the Utah State Division of
Finance, as adopted by the Utah State Board of Regents. Routine repairs and maintenance
are charged to operating expense in the year in which the expense was incurred.
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Depreciation on property, plant, and equipment is recorded based on the depreciation
conventions adopted by the State of Utah over the estimated useful lives of the assets: 40
years for buildings, up to 30 years for building improvements, 5 to 20 years for land
improvements, 20 years for library books, and 3 to 20 years for equipment.

Accrued Compensated Absences — Employees’ compensated absences are accrued when
earned. The liability and expense incurred are recorded at year-end as accrued
compensated absences in the Statement of Net Assets and as a component of salaries and
benefit expense in the Statement of Revenues, Expenses, and Changes in Net Assets.
College policy with regard to vacation and sick leave is that (1) unused vacation may be
accrued to the extent of thirty days; and (2) sick leave may be accumulated at the rate of
one day per month. However, regardless of the accumulated amount, when an employee
terminates, there is no reimbursement for unused sick leave. Sick leave, when taken, is
paid at the employee’s current rate of pay in the sense that the employee’s salary continues
as if at work. Thus, no liability exists for sick leave earned in prior periods.

Deferred Revenue — Deferred revenue consists of 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.

Noncurrent Liabilities — Noncurrent liabilities include (1) principal amounts of contracts
payable and capital lease obligations with contractual maturities greater than one year; and
(2) estimated amounts for accrued compensated absences and other liabilities that will not
be paid within the next fiscal year.

Pledges — The College follows the practice of recording gifts and pledges when all
eligibility requirements imposed by the provider have been met.

Net Assets — The College’s net assets are classified as follows:

Invested in capital assets, net of related debt — This represents the College’s total
investment in capital assets, net of outstanding debt obligations related to those capital
assets. To the extent debt has been incurred but not yet expended for capital assets, such
amounts are not included as a component of invested in capital assets, net of related debt.

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

Restricted net assets, nonexpendable — Nonexpendable restricted net assets consist of
endowment and similar type funds in which donors or other outside sources have
stipulated, as a condition of the gift instrument, that the principal is to be maintained
inviolate and in perpetuity and invested for the purpose of producing present and future
income, which may either be expended or added to principal.
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Unrestricted net assets — Unrestricted net assets represent resources derived from student
tuition and fees, state appropriations, and sales and services of educational departments and
auxiliary enterprises. These resources are used for transactions relating to the educational
and general operations of the College and may be used at the discretion of the governing
board to meet current expenses for any purpose. These resources also include auxiliary
enterprises, which are substantially self-supporting activities that provide services for
students, faculty and staff.

When an expense is incurred that can be paid using either restricted or unrestricted
resources, the policy of the College is to apply the expense first towards allowed and
appropriate restricted resources and then towards unrestricted resources.

Classification of Revenues and Expenses — Operating activities include all revenues and
expenses that have the characteristics of exchange transactions. A large portion of the
College’s recurring revenue is defined as nonoperating by GASB No. 9, Reporting Cash
Flows of Proprietary and Nonexpendable Trust Funds and Governmental Entities That Use
Proprietary Fund Accounting, and GASB No. 34, Basic Financial Statements and
Management Discussion and Analysis for State and Local Governments.

Operating revenues include student tuition and fees, grants and contracts, and revenue from
auxiliary enterprises. Nonoperating revenues include state appropriations, grants, gifts, and
investment income. Operating expenses include salaries, wages, benefits, student aid,
supplies, utilities, repairs and maintenance, etc. Nonoperating expenses are expenses that
do not meet the definition of operating expenses or other expenses. Primarily nonoperating
expenses include interest payments on debt obligations.

Scholarship Allowances — Tuition, fees, and certain other student revenues are reported net
of scholarship allowances in the Statement of Revenues, Expenses and Changes in Net
Assets. Scholarship allowances are the difference between the stated charge for goods and
services provided by the College and the amount that is paid by students and/or third
parties making payments on the students’ behalf. Certain governmental grants, such as Pell
grants and other federal, state, or nongovernmental programs, are recorded as either
operating or nonoperating revenues in the College’s financial statements. To the extent that
revenues from such programs are used to satisfy tuition and fees and other student charges,
the College has recorded a scholarship allowance of $3,780,516 against student tuition and
fees and an allowance of $23,090 against auxiliary enterprises revenue.

Tax Status — As a state institution of higher education, the income of the College is
generally exempt from federal and state income taxes under Section 115(a) of the Internal
Revenue Code; however, income generated from activities unrelated to the College’s
exempt purpose is subject to income taxes under Internal Revenue Code Section
511(a)(2)(B).
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NOTE 2. DEPOSITS AND INVESTMENTS PORTFOLIO

The State of Utah Money Management Council has the responsibility to advise the State
Treasurer about investment policies, promote measures and rules that will assist in
strengthening the banking and credit structure of the state, and review the rules adopted
under the authority of the State of Utah Money Management Act (Utah Code, Title 51,
Chapter 7) that relate to the deposit and investment of public funds.

Except for endowment funds, the College follows the requirements of the Utah Money
Management Act in handling its depository and investment transactions. The Act requires
the depositing of College funds in a qualified depository. The Act defines a qualified
depository as any financial institution whose deposits are insured by an agency of the
Federal Government and which has been certified by the State Commissioner of Financial
Institutions as meeting the requirements of the Act and adhering to the rules of the Money
Management Council.

For endowment funds, the entity follows the requirements of the Uniform Prudent
Management of Institutional Funds Act (UPMIFA) (Utah Code, Title 51, Chapter 8) and
State Board of Regents Rule 541, Management and Reporting of Institutional Investments
(Rule 541).

Deposits — College

Custodial Credit Risk

Custodial credit risk is the risk that, in the event of a bank failure, the College’s deposits
may not be returned to it. The College does not have a formal deposit policy for custodial
credit risk. As of June 30, 2010, $534,043 of the College’s bank balance was uninsured
and uncollateralized.

Investments — College

The Money Management Act defines the types of securities authorized as appropriate
investments for the College’s nonendowment funds and the conditions for making
investment transactions. Investment transactions may be conducted only through qualified
depositories, certified dealers, or directly with issuers of the investment securities.

Statutes authorize the College to invest in negotiable or nonnegotiable deposits of qualified
depositories and permitted negotiable depositories; repurchase and reverse repurchase
agreements; commercial paper that is classified as “first tier” by two nationally recognized
statistical rating organizations, one of which must be Moody’s Investors Services or
Standard & Poor’s; bankers’ acceptances; obligations of the United States Treasury
including bills, notes, and bonds; bonds, notes, and other evidence of indebtedness of
political subdivisions of the State; fixed rate corporate obligations and variable rate
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securities rated “A” or higher, or the equivalent of “A” or higher, by two nationally
recognized statistical rating organizations; shares or certificates in a money market mutual
fund as defined in the Money Management Act; and the Utah State Public Treasurers’
Investment Fund (PTIF).

The UPMIFA and Rule 541 allow the College to invest endowment funds (including gifts,
devises, or bequests of property of any kind from any source) in any of the above
investments or any of the following, subject to satisfying certain criteria: professionally
managed pooled or commingled investment funds registered with the Securities and
Exchange Commission (SEC) or the Comptroller of the Currency (e.g., mutual funds);
professionally managed pooled or commingled investment funds created under 501(f) of
the Internal Revenue Code which satisfy the conditions for exemption from registration
under Section 3(c) of the Investment Company Act of 1940; any investment made in
accordance with the donor’s directions in a written instrument; and any alternative
investment funds that derive returns primarily from high yield and distressed debt (hedged
or non-hedged), private capital (including venture capital, private equity, both domestic and
international), natural resources, and private real estate assets or absolute return and
long/short hedge funds.

The Utah State Treasurer’s Office operates the PTIF. The PTIF is available for investment
of funds administered by any Utah public treasurer.

The PTIF is not registered with the SEC as an investment company. The PTIF is
authorized and regulated by the Money Management Act. The Act established the Money
Management Council which oversees the activities of the State Treasurer and the PTIF and
details the types of authorized investments. Deposits in the PTIF are not insured or
otherwise guaranteed by the State of Utah, and participants share proportionally in any
realized gains or losses on investments.

The PTIF operates and reports to participants on an amortized cost basis. The income,
gains, and losses, net of administration fees, of the PTIF are allocated based upon the
participant’s average daily balance. The fair value of the PTIF investment pool is
approximately equal to the value of the pool shares.
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As of June 30, 2010, the College had the following investments and maturities:

Investment Maturities (in Years)

More than
Investment Type Fair Value Less than 1 1-5 6-10 10
Utah Public Treasurers'

Investment Fund $ 21,752,419 $ 21,752,419 $ - $ - $ -
Money Market Funds 224,002 224,002 - - -
U.S. Treasuries 506,026 20,028 - - 485,998
Mutual Funds — Bonds 673,125 103,399 - 245,512 324,214

Totals $ 23,155,572 $ 22,099,848 $ - $ 245512 $ 810,212

Interest Rate Risk

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The College’s policy for managing its exposure to fair value loss arising
from increasing interest rates is to comply with the Money Management Act or the
UPMIFA and Rule 541, as applicable. For nonendowment funds, Section 51-7-11 of the
Money Management Act requires that the remaining term to maturity of investments may
not exceed the period of availability of the funds to be invested. The Act further limits the
remaining term to maturity on all investments in commercial paper, bankers’ acceptances,
fixed rate negotiable deposits, and fixed rate corporate obligations to 270-365 days or less.
In addition, variable rate negotiable deposits and variable rate securities may not have a
remaining term to final maturity exceeding two years. For endowment funds, Rule 541 is
more general, requiring only that investments be made as a prudent investor would, by
considering the purposes, terms, distribution requirements, and other circumstances of the
endowments and by exercising reasonable care, skill, and caution.

Credit Risk
Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its

obligations. The College’s policy for reducing its exposure to credit risk is to comply with
the State Money Management Act, the UPMIFA, and Rule 541, as previously discussed.
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At June 30, 2010, the College had the following investments and quality ratings:

Quality Ratings

Investment Type Fair Value AAA AA No Risk Unrated
Utah Public Treasurers'

Investment Fund $ 21,752,419 3$ - $ - $ - $ 21,752,419
Money Market Funds 224,002 - - 224,002
U.S. Treasuries 506,026 485,998 - 20,028 -
Mutual Funds — Bonds 673,125 - - 673,125

Totals $ 23,155,572 $ 485,998 $ - $ 20,028 $ 22,649,546

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of a government’s
investment in a single issuer. The College’s policy for reducing this risk of loss is to
comply with the rules of the Money Management Council or the UPMIFA and Rule 541, as
applicable. Rule 17 of the Money Management Council limits nonendowment fund
investments in a single issuer of commercial paper and corporate obligations to 5-10%
depending upon the total dollar amount held in the portfolio. For endowment funds, Rule
541 requires that a minimum of 25% of the equity portfolio must be invested in companies
with an average market capitalization of at least $10 billion; also a minimum of 25% of the
overall endowment portfolio should be invested in investment grade fixed income
securities as defined by Moody’s Investors Service or Standard and Poor’s. The overall
endowment portfolio cannot consist of more than 75% equity investments. Rule 541 also
limits investments to no more than 3% in any one sector fund that is concentrated within
one sector of the U.S. market and no more than 5% in equity or fixed income funds of
developing markets. It also limits investments in alternative investment funds, as allowed
by Rule 541, to between 0% and 30% based on the size of the College’s endowment fund.

Custodial Credit Risk

For an investment, custodial credit risk is the risk that, in the event of the failure of the
counterparty, the College will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. The College does not
have a formal policy for custodial credit risk. As of June 30, 2010, the College had
$506,026 in U.S. Treasuries which were held by the counterparty’s trust department or
agent but not in the College’s name.
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Endowment Funds

According to the UPMIFA, the governing board may appropriate for expenditure for the
purposes for which an endowment is established, as much of the net appreciation, realized
and unrealized, of the fair value of the assets of an endowment over the historical dollar
value as is prudent under the facts and circumstances prevailing at the time of the action or
decision.

The endowment income spending policy of the College is to allocate 4% of a three-year
moving average of the market value of the endowment pool. The spending policy is
reviewed periodically and any necessary changes are made.

The amount of net appreciation on investments of donor-restricted endowments that were
available for authorization for expenditure at June 30, 2010 was $(330,799). The net
appreciation is a component of restricted nonexpendable net assets.

Cash and Cash Equivalents — Component Unit Foundation

At June 30, 2010, the Component Unit Foundation had the following cash and cash
equivalents:

Balance
Cash on Hand $ 62
Cash in Bank 553,063
Certificate of Deposit 30,000
Money Market Funds (Held by Equity Managers) 152,494
Total $ 735,619

Cash in Bank is insured by the Federal Deposit Insurance Corporation (FDIC). Money
Market Funds are covered against broker theft by the Securities Investors Protection
Corporation. Cash and cash equivalents have the general characteristics of demand
deposits so that funds may be withdrawn at any time without prior notice.

Credit Risks — Component Unit Foundation
The Component Unit Foundation did not have any cash investments in excess of the
$250,000 FDIC insurance as of June 30, 2010. Investments with a market value of

$7,837,784 as disclosed above and below represent a risk factor subject to loss due to the
volatility of the stock and bond markets.
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Investments — Component Unit Foundation

Investments are carried at market value on the Component Unit Foundation’s financial
statements. The resultant cumulative net unrealized loss at June 30, 2010, was $(236,216)
of which $1,428,711 is the current year’s unrealized gain.

The amortized cost and estimated market value of investments at June 30, 2010 are as

follows:
Gross Gross
Amortized Unrealized Unrealized Estimated
Cost Gains Losses Market Value
Fixed Income Bond Funds $ 1,119,063 $ 84,394 $ - $ 1,203,457
Obligations of U.S. Government
Corporations and Agencies 513,220 41,192 - 554,412
Corporate Securities — Domestic 4,690,589 (242,264) 4,448,325
Corporate Securities — International 1,841,266 (119,538) 1,721,728
Total $ 8,164,138 125,586 $ (361,802) 7,927,922
Less Losses (361,802)
Total Cumulative Net Gain/(Loss) $ (236,216)
Less Assets Held in Trust (90,138)
Investments $ 7,837,784
Cumulative Net Unrealized Gain/(Loss) 6/30/09 $ (2,174,288) -
Assets Held in Trust Unrealized Gain/(Loss) 509,361
2010 Unrealized Gain/(Loss) 1,428,711
Cumulative Net Unrealized Gain/(Loss) 6/30/10 $ (236,216)
NOTE 3. RECEIVABLES
Receivables at June 30, 2010 consisted of the following:
Current
Balance Portion
Student Loans $ 2,407,729 $ 219,951
Student Tuition and Fees 638,158 480,230
Auxiliary Enterprises and Other 301,003 301,003
Contracts and Grants 132,980 132,980
Notes Receivable 100,000 100,000
Due from Primary Government/Related Parties 406,842 387,032
3,986,712 1,621,196
Less Allowances for Bad Debt (302,685) (152,582)
Total Receivables, Net $ 3,684,027 $ 1,468,614
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INVENTORIES

Inventories at June 30, 2010 consisted of the following:

Bookstore $ 714,410
IT Services 124,252
Dining Services 61,957
Fuel 24,873

Total Inventories $ 925,492

CAPITAL ASSETS

Property, plant and equipment at June 30, 2010 are summarized as follows:

Balance Balance
Category June 30, 2009 Additions Retirements June 30, 2010
Capital Assets
Land $ 10,781,036 $ 198,633 $ - $ 10,979,669
Partial Interest in Foundation's
Real Property 422,785 - - 422,785
Depreciable Assets:
Buildings 93,967,864 1,805,124 (170,000) 95,602,988
Land Improvements 9,856,441 360,784 - 10,217,225
Equipment 9,538,625 783,037 (975,068) 9,346,594
Library Books 2,021,387 106,587 (39,397) 2,088,577
Construction in Progress 53,825 156,135 (3,825) 206,135
Total Capital Assets 126,641,963 3,410,300 (1,188,290) 128,863,973
Less: Accumulated Depreciation (38,169,109) (3,692,769) 940,697 (40,921,181)
Capital Assets, Net $ 88,472,854 $ (282,469) $ (247,593) $ 87,942,792

The College has certain works of art that are not capitalized or depreciated. These assets
are held for public exhibition, education, or research, rather than financial gain. These
assets are also protected, unencumbered, and preserved and are subject to policies requiring
the proceeds from sales of collection items to be used to acquire other collection items.
The College’s assets of this nature include Native American artifacts, photographs, prints,
paintings, monuments, statues,s and other historical documents.

During fiscal year 2008 the College made a down payment for real property that the
Component Unit Foundation purchased. The College has entered into an agreement with
the Component Unit Foundation and the Foundation has secured a loan for the remaining
amount of the purchase of the real property. This agreement will end either when the
College obtains funding from the legislature to pay off the loan amount or the loan is paid
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off by the Foundation. Currently, the College’s down payment is classified above as a
partial interest in Foundation’s real property.

Fixed Assets of the Component Unit Foundation at June 30, 2010 consisted of the

following:
Balance Retirements/ Balance

June 30, 2009 Additions Adjustments June 30, 2010
Land $ 1,257,220 $ - $ - $ 1,257,220
Building 2,513,680 - - 2,513,680
Building Improvements 113,396 29,950 - 143,346
Total 3,884,296 29,950 - 3,914,246
Accumulated Depreciation (73,316) (65,751) - (139,067)

$ 3,810,980 $ (35801) 3 - $ 3,775,179
Collectible Art $ 9,200 $ - $ - $ 9,200

NOTE 6. CONTRACTS AND CAPITAL LEASES PAYABLE

The College has entered capital lease agreements to acquire equipment. Equipment assets
currently financed under capital lease and their accumulated depreciation amounts to
$857,413 and $158,593 respectively. The College is currently paying on a bond that was
entered into through the Utah State Board of Regents to acquire buildings. Building assets
and their depreciation amount to $9,018,056 and $2,550,605 respectively. For financial
statement purposes the bond is considered a capital lease for the College and shown as a
bond for the Utah State Board of Regents. The College has also entered into contracts to
acquire property. Contracts and capital leases payable at June 30, 2010 are summarized as

follows:
Balance

Interest Rate June 30, 2010

Contracts and Capital Leases Payable
Charitable Annuity, 1998-2013 0.00% $ 17,354
Dell Computer Corp, 2010-2012 7.60% 27,133
Revco Leasing, 2010-2015 13.89% - 14.93% 22,875
US Bank, 2010-2015 16.15% 9,443
Village Bank, 2008-2025 4.25% - 4.75% 1,083,062
Wells Fargo Brokerage Services, 2007-2020 4.60% - 7.25% 539,479
Zions Bank, 2006-2023 3.60% - 4.65% 4,450,000
Total Contracts and Capital Leases Payable $ 6,149,346
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Future principal and interest payments are summarized as follows:

Year Ending Capital Contracts Total Total

June 30 Leases and Notes Principal Interest
2011 $ 359,830 $ 92,634 $ 452464 $ 268,382
2012 379,590 263,902 643,492 248,736
2013 374,307 422,015 796,322 204,725
2014 391,148 21,049 412,197 185,473
2015 400,093 21,956 422,049 167,004
2016-2020 2,148,962 124,755 2,273,717 558,754
2021-2025 995,000 154,105 1,149,105 97,979
Totals $ 5,048,930 $1,100,416 $ 6,149,346 $ 1,731,053

The Component Unit Foundation has entered into Charitable Gift Annuity Agreements
wherein donors (the annuitants) conveyed to the Component Unit Foundation assets in
exchange for annual payments to the annuitants during the annuitants’ joint lifetimes and
for the life of the surviving annuitant. The liability is calculated at the date of donation by
figuring the present value of the annual payments over the expected remaining life of the
annuitants. Contributions revenue, which is the fair market value of the contribution less its
corresponding liability, is included in the Statement of Revenues, Expenses, and Changes
in Net Assets for the year of contribution.

Future principal and interest payments for the Annuity are as follows:

Year Ending

June 30 Principal Interest Totals
2011 $ 64,860 $ 64,600 $ 129,460
2012 61,580 59,405 120,985
2013 39,884 55,676 95,560
2014 42,735 52,825 95,560
2015 45,799 49,761 95,560

Thereafter 728,586 307,877 1,036,463
Totals $ 983,444 $ 590,144 $ 1,573,588

The Component Unit Foundation has a note payable with a current portion of $104,294 and
a long-term portion of $3,627,010, bears interest at 3.25%, $19,285 is payable monthly and
the remaining principal is due with a balloon payment in May 2011. The note payable is
secured by the purchased property, Dahle Plaza. The Foundation believes that the State of
Utah will fund the Foundation for the cost of the Plaza. If the State of Utah does not fund
the Plaza before the due date it is expected that a new note with similar terms will be
executed.
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The amounts due for each of the next five years and thereafter are as follows:

Year Ending

June 30 Principal Interest Totals
2011 $ 104,294 $ 127,126 $ 231,420
2012 115,249 116,171 231,420
2013 119,051 112,369 231,420
2014 122,978 108,442 231,420
2015 127,035 104,385 231,420
Thereafter 3,142,697 1,008,781 4,151,478
Totals $ 3,731,304 $ 1,577,274 $ 5,308,578

NOTE 7. RETIREMENT OF DEBT

In a prior year the Utah State Legislature authorized the funds to defease all of the
College’s outstanding auxiliary revenue bonds. The funds were put into irrevocable trusts
to provide for all future debt service payments on the bonds. The principal balance of the
College’s defeased bonds at June 30, 2010 are as follows:

Redemption Principal
Date Balance
Defeased Bonds
Series 2002, 2002-2021, $1,500,000 05/01/2012 $ 1,500,000
Series 2006, 2006-2026, $1,420,000 05/01/2016 1,420,000
Total Defeased Bonds $ 2,920,000

NOTE 8. LIABILITIES

Accounts payable balances for the year ended June 30, 2010 were as follows:

Balance
Accounts Payable
Suppliers Payable $ 684,599
Due to Primary Government 186,119
Accrued Interest 43,403
Student Refunds 33,645
Total Accounts Payable $ 947,766
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Long-term liability activity for the year ended June 30, 2010 was as follows:

Beginning Ending
Balance Balance Current
Description June 30, 2009 Additions Reductions June 30, 2010 Portion
Contracts and Capital Leases Payable
Contracts Payable $ 805,460 $ 379900 $ (84,944) $ 1,100,416 $ 92,634
Capital Leases Payable 4,960,233 415,792 (327,095) 5,048,930 359,830
Total Contracts and Capital
Leases Payable 5,765,693 795,692 (412,039) 6,149,346 452,464
Other Liabilities
Compensated Absences 848,892 623,595 (567,778) 904,709 567,778
Early Retirement Benefits 446,069 - (218,686) 227,383 178,006
Total Other Liabilities 1,294,961 623,595 (786,464) 1,132,092 745,784
Total Current Portion of
Noncurrent Liabilities $ 1,198,248
Total Long-term Liabilities 7,060,654 1,419,287 (1,198,503) 7,281,438
Less: Current Portion (1,539,638) (1,198,248) 1,539,638 (1,198,248)
Total Noncurrent Liabilities $ 5521016 $ 221039 $ 341,135 $ 6,083,190

NOTE 9. PENSION PLANS AND RETIREMENT BENEFITS
Plan Description

The College contributes to the State and School Contributory Retirement System, State and
School Noncontributory Retirement System, and Public Safety Noncontributory System
cost-sharing multiple-employer defined benefit pension plans and Internal Revenue Code
Section 401(K) defined contribution plan administered by the Utah Retirement Systems
(Systems) and the Defined Contribution Retirement Plan administered by Teachers
Insurance and Annuity Association College Retirement Equities Fund (TIAA-CREF). The
Systems and TIAA-CREF provide refunds, retirement benefits, annual cost of living
adjustments and death benefits to plan members and beneficiaries in accordance with
retirement statutes.

The Systems are established and governed by the respective chapters of Utah Code, Title
49. The Utah State Retirement Systems Administration chapter of Title 49 provides for the
administration of the Utah Retirement Systems and Plans under the direction of the Utah
State Retirement Board (Board) whose members are appointed by the Governor. The
Systems issue a publicly available financial report that includes financial statements and
required supplementary information for the State and School Contributory Retirement
System, State and School Noncontributory System, 401(k) Plan, and Public Safety
Noncontributory System. A copy of the report may be obtained by writing to the Utah
Retirement Systems, 560 East 200 South, Salt Lake City, Utah, 84102-2021, or by calling
1-800-365-8772.
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TIAA-CREF is administered by TIAA-CREF Individual & Institutional Services, which
issues a publicly available financial report that includes financial statements and required
supplementary information for the TIAA-CREF Defined Contribution Retirement Plan. A
copy of the report may be obtained by writing to TIAA-CREF Individual & Institutional
Services, 730 Third Avenue, New York, New York, 10017-3206, or by calling 1-800-842-
2776.

Funding Policy

Plan members in the State and School Contributory Retirement System are required to
contribute 6.00% of their annual covered salary (all or part of the contribution may be paid
by the employer for the employee) and the College is required to contribute 9.73% of
eligible annual covered salary. In the State and School Noncontributory Retirement
System, the College is required to contribute 14.22% of eligible annual covered salary. In
the Public Safety Noncontributory System, the College is required to contribute 30.18% of
eligible annual covered salary. The contribution rates are the actuarially determined rates.
The contribution requirements of the Systems are authorized by statute and specified by the
Board. In the TIAA-CREF Defined Contribution Plan, the College contributes 14.20% of
eligible annual covered salary. The 401(k) Plan covers all eligible employees and the
College contributes 1.50% of eligible annual covered salary.

The College’s contributions to the various retirement plans were equal to the required
amounts, as shown below:

Year Ended
June 30, 2008

Year Ended
June 30, 2009

Year Ended
June 30, 2010

Retirement Contributions

State School-Contributory Retirement System $ 13,626 $ 14,158 $ 14,300
State School-Noncontributory Retirement System 747,588 715,859 714,126
Public Safety Noncontributory System 41,368 51,899 59,032
TIAA-CREF Defined Contribution Retirement Plan 1,525,267 1,852,258 1,926,957
401(k) Plan Employer Contributions 79,295 75,717 75,472
401(k) Plan Employee Contributions 170,050 118,368 135,341

Total Retirement Contributions $ 2,577,194 $ 2,828,259 $ 2,925,228

TERMINATION BENEFITS
In addition to the pension benefits described in Note 9, the College provides termination

benefits, in accordance with College policy and as approved by the Board of Trustees, for
those employees who are eligible and elect the College’s early retirement option.
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For fiscal year 2010, the following early retirement option is in effect:

Eligible employees are those who retire from the College on or after age 57 and whose
combined total of age and years of service is 75. The benefits include a semi-monthly
stipend of 20% of the retiree’s salary at the time of active employment, medical insurance,
dental insurance, and life insurance for a maximum period of five years or to age 65,
whichever comes first. These benefits are fully paid by the College.

As of June 30, 2010, nine eligible employees have elected to take the early retirement
option. The funding for these post employment benefits is provided on a pay-as-you-go
basis. For the year ended June 30, 2010, the stipend and benefits expense for the early
retirement program totaled $222,725. The early retirement liability is calculated using a
5% discount rate and a 3% inflation factor for salary and insurance premiums.

FUNDS HELD IN TRUST BY OTHERS

Funds held in trust by others are neither in the possession of, nor under the management of,
the College. The College is the beneficiary of and annually receives income from these
funds held in trust by other trustees. The fair value of funds held in trust at June 30, 2010
was $463,080.

The decrease in the funds held in trust was due to the ending of the library endowment
trust. In June of 2010 the terms of the library endowment trust ended and the entire
endowment was distributed to the College to use for any educational purpose.

RISK MANAGEMENT

The College maintains insurance coverage for commercial general liability, automobiles,
errors and omissions, and property (buildings and equipment) through policies
administered by the Utah State Risk Management Fund. Employees of the College and
authorized volunteers are covered by workers’ compensation and employees’ liability
through the Workers Compensation Fund of Utah.

RELATED PARTY TRANSACTIONS

The College has entered into an agreement with the Dixie Applied Technology College
(DXATC) to lease building space to them. This agreement ends on June 30, 2011. There
is also an agreement between the College and the DXATC to share resources. The
resources involve physical infrastructure such as the phone system, network system, and IT
support. In addition, both schools offer tuition waivers for qualifying employees and
family members of the other institution.
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The College agreed to pay for building renovations, equipment, and furniture for the
Component Unit Foundation’s University Plaza. The Component Unit Foundation has
agreed to pay back the entire amount that was paid by the College. The building
renovations will become the property of the Component Unit Foundation.

SUBSEQUENT EVENTS
CMI Private-Public Partnership

Beginning in July of 2010, the “Center for Media Innovations” (CMI) entered into a public-
private partnership agreement with KSCG television of St. George/Cedar.  This
partnership, Center for Media Innovations (CMI), provides the College with a live
laboratory for students in the Department of Communications. The College was granted
the rights to use the KCSG broadcast license, equipment, and facilities in return for the
production of television news, commercials, and personnel support for KCSG. Public-
private partnerships are common in higher education in the State of Utah; however, this is
the first involving a commercial television station. In October 2010, CMI became a legally
separate but affiliated entity established under Utah Code Section 53B-16-501.

ESCO Project

On February 17, 2011, the College entered into a lease-purchase agreement with PNC
Equipment Finance and AIll American Investment Group to provide energy saving
equipment to the College. These projects are authorized by Utah Code Section 63A-5-701
and were encouraged by the Governor and the State Board of Regents. The agreement
provides that an energy company provider, Johnson Controls, will put into place equipment
that will produce enough in energy savings to pay for the cost of lease payments. The
agreement also provides that the State Division of Facilities Construction and Management
(DFCM), along with an independent energy auditor, will monitor the energy savings to
ensure that the necessary funds will be available for the lease payments. In the event that
the energy savings are not sufficient, Johnson Controls will pay the difference to the
College. The total amount of the lease is $3,863,964 and the term is for 17 years.
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