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STATE OF ARIZONA

DEBRA K. DAVENPORT, CPA OFFICE OF THE MELANIE M. CHESNEY
AUDITOR GENERAL DEPUTY AUDITOR GENERAL

AUDITOR GENERAL

Independent auditors’ report

Members of the Arizona State Legislature

The Governing Board of
Yuma/La Paz Counties Community College District

Report on the financial statements

We have audited the accompanying financial statements of the business-type activities and discretely
presented component unit of the Yuma/La Paz Counties Community College District as of and for the year
ended June 30, 2017, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements as listed in the table of contents.

Management’s responsibility for the financial statements

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

Auditors’ responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We did not audit
the financial statements of the discretely presented component unit. Those statements were audited by
other auditors whose report has been furnished to us, and our opinion, insofar as it relates to the amounts
included for the discretely presented component unit, is based solely on the other auditors’ report. We
conducted our audit in accordance with U.S. generally accepted auditing standards and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement. The other
auditors did not audit the discretely presented component unit’'s financial statements in accordance with
Government Auditing Standards.

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

Opinions

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the business-type activities
and discretely presented component unit of Yuma/La Paz Counties Community College District as of
June 30, 2017, and the respective changes in financial position and, where applicable, cash flows thereof
for the year then ended in accordance with U.S. generally accepted accounting principles.

Other matters
Required supplementary information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages a-1 through a-6, schedule of the District’s proportionate share of the net pension liability on page 30,
and schedule of district pension contributions on page 31 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with U.S.
generally accepted auditing standards, which consisted of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information because
the limited procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Supplementary information—schedule of expenditures of federal awards

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s basic financial statements. The schedule of expenditures of federal awards, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, is presented for purposes of additional analysis and
is not a required part of the basic financial statements.

The schedule of expenditures of federal awards is management’s responsibility and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with U.S. generally accepted auditing standards. In our opinion, the schedule of expenditures of federal
awards is fairly stated, in all material respects, in relation to the basic financial statements as a whole.



Other reporting required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 21,
2017, on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is solely to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on the effectiveness
of the District’s internal control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the District’s internal
control over financial reporting and compliance.

Debbie Davenport
Auditor General

December 21, 2017
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Management’s discussion and analysis

Year ended June 30, 2017

The discussion and analysis of the District’s financial performance was prepared by the District’'s
management and provides an overview of the District’s financial activities for the fiscal year ended June 30,
2017. Please read it in conjunction with the District’s basic financial statements, which immediately follow.

Basic Financial Statements

The District’s annual financial statements are presented in accordance with the Governmental Accounting
Standards Board (GASB) 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 for Public Colleges and Universities. These statements allow for the
presentation in a consolidated, single-column, entity-wide format. This format is similar to the type of
financial statements typical of a business enterprise or a not-for-profit organization. The basic financial
statements consist of the following:

The Statement of Net Position reflects the financial position of the District at June 30, 2017. It shows the
various assets owned or controlled, outflows of resources applicable to future reporting periods, related
liabilities and other obligations, inflows of resources applicable to future reporting periods, and the various
categories of net position. Net position is an accounting concept defined as total assets and deferred
outflows of resources less total liabilities and deferred inflows of resources, and as such, represents
institutional equity or ownership in the District’s total assets. Over time, increases or decreases in net
position may serve as a useful indicator of whether the District’s financial position is improving or
deteriorating.

The Statement of Revenues, Expenses, and Changes in Net Position reflects the results of operations and
other changes for the year ended June 30, 2017. It shows the various revenues and expenses, both
operating and nonoperating, reconciling the beginning net position amount to the ending net position
amount, which is shown on the Statement of Net Position described above.

The Statement of Cash Flows presents the inflows and outflows of cash and cash equivalents for the year
ended June 30, 2017. It shows the various cash activities by type, reconciling the beginning cash and cash
equivalents amount to the ending cash and cash equivalents amount, which is shown on the Statement of
Net Position described above. In addition, this statement reconciles cash flows from operating activities to
operating income/loss on the Statement of Revenues, Expenses and Changes in Net Position described
above.

This document’s primary focus is on the results of activity for the fiscal year ended June 30, 2017. This

Management’s Discussion and Analysis (MD&A) uses prior fiscal year information for comparison purposes
and illustrates where the District’s financial performance may have changed.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Management’s discussion and analysis

Year ended June 30, 2017

Condensed Financial Information

Net Position—Primary Government

As of June 30
2017 2016
Assets:
Current assets $ 41,643,288 $ 39,914,041
Noncurrent assets, other than capital assets 381,836 384,491
Capital assets, net 84,519,264 86.700,553
Total assets 126,544,388 126,999,085
Deferred outflows of resources: 10,297,722 7,833,673
Liabilities:
Other liabilities 4,269,747 5,095,662
Long-term liabilities 101,825,722 103,575,227
Total liabilities 106,095,469 108,670,889
Deferred inflows of resources: 5,547,295 3,396,196
Net Position:
Net investment in capital assets 27,530,592 27,758,380
Restricted 3,562,584 5,436,398
Unrestricted (5,893,830) (10,429,105)

Total net position $ 25,199,346 $ 22,765,673
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Yuma/La Paz Counties Community College District

(Arizona Western College)
Management’s discussion and analysis
Year ended June 30, 2017

Changes in Net Position—Primary Government
For the Year Ended June 30

2017 2016
Revenues
Operating
Tuition and fees (net of scholarship allowances) $ 4,281,817 $ 4,352,168
Other (net of scholarship allowances) 3,705,817 3,560,531
Nonoperating
Property taxes 34,750,882 34,036,870
State appropriations 3,554,100 3,569,800
Government grants 20,601,457 24,778,860
Share of state sales taxes 941,921 884,436
Private grants and gifts 741,418 672,589
Investment earnings 145,856 173,475
Other nonoperating revenues 0 153,280
Capital grants and gifts 2,411 1,603
Total revenues 68,725,679 72,183,612
Expenses
Operating 64,123,119 65,116,279
Nonoperating 2,168,887 2,699,396
Total expenses 66,292,006 67,815,675
Increase in net position 2,433,673 4,367,937
Total net position, July 1 22,765,673 18,397,736
Total net position, June 30 $25,199,346 $22,765,673

Percent of 2017 Revenues by Source

Private grants
& gifts and

State
appropriations
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Management’s discussion and analysis

Year ended June 30, 2017

Expenses by Category—Primary Government
For the Year Ended June 30

2017 2016
Operating expenses
Educational and general:
Instruction $21,599,334 $23,242,737
Public service 1,183,522 1,080,513
Academic support 3,202,509 3,369,829
Student services 6,109,545 5,457,449
Institutional support 8,567,965 8,212,935
Operation and maintenance of plant 5,825,066 5,620,369
Scholarships 7,776,792 8,551,790
Aucxiliary enterprises 5,259,274 5,136,214
Depreciation 4,599,112 4,444 443
Total operating expenses 64,123,119 65,116,279
Nonoperating expenses
Interest expense on debt 2,050,928 2,696,729
Other nonoperating expenses 117,451 0
Loss on disposal of capital assets 508 2,667
Total nonoperating expenses 2,168,887 2,699,396
Total expenses $66,292,006 $67,815,675
Percent of 2017 Operating Expenses by Category
Auxiliary o
enterprises Depreciation .
8% 7% Instruction

Scholarships
12%

Operation and

maintenance of
plant
9%

Public service

Institutional support
pp 59,

13%

Student services Academic support
10% 5%
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Management’s discussion and analysis

Year ended June 30, 2017

Financial Highlights and Analysis
Financial Position

The District’s overall financial position improved in 2017. Total assets and deferred outflows of resources
increased by $2.0 million from fiscal year 2016 to fiscal year 2017. This increase is primarily due to an
increase in current assets of $1.7 million due to current operations, a decrease in capital assets of $2.2
million due to disposal of some assets and recording of capital depreciation, and an increase in deferred
outflows of $2.5 million due to actuarial adjustments for pension liabilities.

Total liabilities and deferred inflows of resources decreased by $400,000. This decrease is due to a decrease
in other liabilities for accounts payable and accrued payroll of $600,000, a decrease in long-term debt of
$2.7 million due to the paying down of general obligation bonds, an increase in net pension liability of
$700,000, and an increase in deferred inflows of $2.2 million due to actuarial adjustments for pensions and
refunding of general obligation bonds.

Total net position for the District improved from fiscal year 2016 to fiscal year 2017 with an increase of $2.4
million. By net position category there was a decrease in net investment in capital assets of $200,000 due
to an increase in accumulated depreciation, a decrease in restricted assets of $1.9 million due to couple of
large grant funded projects ending, and an increase in unrestricted net position of $4.5 million due to
revenues exceeding expenses and ASRS actuarial adjustments.

The District’s financial position remains strong with adequate resources to meet all current obligations.
Results of Operations

The District has four major revenue sources. These are property taxes, tuition and fees, state appropriations,
and government grants. These revenues are further identified as operating or nonoperating revenues.

For fiscal year 2017, the District’s total revenues and capital gifts decreased by $3.5 million from fiscal year
2016. The following revenue sources make up a significant portion of this total decrease:

e Tuition and fees decreased by $70,000 primarily because of a drop in enroliment.

e Other operating revenues increased by $145,000 because of an increase in donations to the District
from the Foundation.

e Government grants decreased by $4.2 million because of a drop in enrollment and couple of large
competitive grants ending.

e Property taxes increased by $714,000 primarily because of increased valuations.

e State appropriations decreased by $16,000 because of decreased state aid.

e Other nonoperating revenues (expenses) decreased by $153,000 primarily because of a change in
reporting general obligation bond premium expense.

Total operating expenses decreased by $1.0 million from fiscal year 2016 to fiscal year 2017. This reflects a

$1.6 million decrease in instruction, $103,000 increase in public service, $167,000 decrease in academic

support, $652,000 increase in student services, $204,000 increase in operations and maintenance,

$123,000 increase in auxiliary enterprises, $155,000 increase in depreciation, $775,000 decrease in
PAGE a-5



Yuma/La Paz Counties Community College District
(Arizona Western College)

Management’s discussion and analysis

Year ended June 30, 2017

scholarships, and $355,000 increase in institutional support. Many of these increases were due to the
increased cost of general operations, which includes salary increases. The decreases are the result of a
slightly lower enrollment and a change in methodology for paying faculty for under-enrolled courses.
Scholarships decreased due to a decrease in Pell Grant awarding. Nonoperating expenses decreased by
$377,000 primarily because of decreases in interest expense on general obligation bonds due to bonds
being refunded.

Capital Assets and Debt Administration

The District’s capital assets, net of accumulated depreciation, totaled $84.5 million as of June 30, 2017.
Capital assets include land, buildings, improvements other than buildings, equipment, and library books.
Additional information on capital assets can be found in detail in Note 3 and Note 4 to the District’s basic
financial statements.

At June 30, 2017, the District had three general obligation bond issues totaling approximately $54.4 million.
Additional information on the District's long-term debt can be found in Note 5 to the basic financial
statements.

Current Factors Having Probable Future Financial Significance

Voters passed Proposition 301 at the general election on November 7, 2000. The proposition increased the
state transaction privilege tax rate six-tenths of 1 percent for 20 years. This increase was to be used for
education from K-12 through higher education. Community colleges are to use the funds for workforce
development activities. Fiscal year 2017 was the 16" year of this funding, and the District received
approximately $942,000. It is anticipated that the District will continue to receive at least this amount for the
next 4 years.

This discussion and analysis is designed to provide a general overview of the Yuma/La Paz Counties
Community College District’s finances for all those with an interest in such matters. Questions concerning
any of the information provided in this Single Audit Reporting Package or requests for additional financial
information should be addressed to the Vice President for Finance and Administrative Services, PO Box
929, Yuma, AZ 85366.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Statement of net position—primary government

June 30, 2017

Assets
Current assets:
Cash and cash equivalents
Investments
Receivables (net of allowances for uncollectibles):
Property taxes
Government grants and contracts
Interest
Other
Prepaid items

Total current assets

Noncurrent assets:
Restricted assets:
Property taxes receivable (net of allowances for uncollectibles)
Capital assets, not being depreciated
Capital assets, being depreciated, net

Total noncurrent assets
Total assets

Deferred outflows of resources
Deferred outflows related to pensions
Deferred charge on debt refunding

Total deferred outflows of resources

Liabilities
Current liabilities:
Accounts payable
Accrued payroll and employee benefits
Interest payable
Deposits held in custody for others
Unearned revenues
Current portion of compensated absences payable
Current portion of long-term debt

Total current liabilities

See accompanying notes to financial statements.
PAGE 1

Business-type

activities

$ 22,414,938
13,472,229

2,082,231
1,604,531
32,953
1,861,327
175,079

41,643,288

381,836
648,231
83,871,033

84,901,100

126,544,388

7,699,249
2,598,473

10,207,722

818,717
1,338,012
1,080,160

515,581

517,277

59,579
3,275,929

7,605,255
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Yuma/La Paz Counties Community College District

(Arizona Western College)

Statement of net position—primary government

June 30, 2017
(Continued)

Noncurrent liabilities:
Compensated absences payable
Long-term debt
Net pension liability

Total noncurrent liabilities

Total liabilities

Deferred inflows of resources
Deferred inflows related to pensions
Deferred credit on debt refunding

Total deferred inflows of resources

Net position
Net investment in capital assets
Restricted:
Expendable:

Grants and contracts

Debt service

Capital projects
Unrestricted (deficit)

Total net position

See accompanying notes to financial statements.

PAGE 2

Business-type
activities

$ 1,285,076
56,255,409
40,949,729

98,490,214

106,095,469

5,491,489
55,806

5,547,295

27,530,592

1,316,730
1,689,745
556,109
(5,893,830)

$ 25,199,346



Yuma/La Paz Counties Community College District
(Arizona Western College)

Statement of financial position—component unit

June 30, 2017

Arizona Western
College Foundation
Assets
Current assets
Cash and cash equivalents $ 248,504
Accounts receivable 4,097
Other assets 3,296
Current portion of notes receivable 39,580
Total current assets 295,477
Investments 5,689,755
Property and equipment, net 094,371
Note receivable, less current portion 43,960
Total assets $ 6,723,563
Liabilities and net assets
Current liabilities
Accounts payable $ 1,178
Accrued payroll and related liabilities 5112
Current portion, capital leases 1,284
Rental deposits 11,812
Unearned rents 5,883
Total current liabilities 25,269
Long-term liabilities
Capital leases, net of current portion 573
Compensated absences payable 15,493
Total liabilities 41,335
Net assets
Unrestricted
Undesignated 1,089,797
Designated 472,046
Temporarily restricted 3,349,799
Permanently restricted 1,770,586
Total net assets 6,682,228
Total liabilities and net assets $ 6,723,563

See accompanying notes to financial statements.



Yuma/La Paz Counties Community College District
(Arizona Western College)

Statement of revenues, expenses, and changes in net position—
primary government

Year ended June 30, 2017

Operating revenues:
Tuition and fees (net of scholarship allowances of $10,323,379)
Bookstore income
Food service income (net of scholarship allowances of $362,358)
Dormitory rentals and fees (net of scholarship allowances of $192,130)
Other

Total operating revenues

Operating expenses:
Educational and general:
Instruction
Public service
Academic support
Student services
Institutional support
Operation and maintenance of plant
Scholarships
Auxiliary enterprises
Depreciation
Total operating expenses

Operating loss

Nonoperating revenues (expenses):
Property taxes
State appropriations
Government grants
Share of state sales taxes
Private grants and gifts
Investment earnings
Interest expense on debt
Other nonoperating expenses
Loss on disposal of capital assets

Total nonoperating revenues (expenses)
Income before other revenues, expenses, gains, or losses
Capital grants and gifts
Increase in net position

Net position, July 1, 2016
Net position, June 30, 2017

See accompanying notes to financial statements.
PAGE 4

Business-type

activities

$ 4,281,817
328,349
2,032,791
456,629
888,048

7,987,634

21,599,334
1,183,522
3,202,509
6,109,545
8,567,965
5,825,066
7,776,792
5,259,274
4,599,112

64,123,119
(56,135,485)

34,750,882
3,554,100
20,601,457
941,921
741,418
145,856
(2,050,928)
(117,451)
(508)
58,566,747

2,431,262
2,411
2,433,673

22,765,673
$ 25,199,346



Yuma/La Paz Counties Community College District

(Arizona Western College)
Statement of activities—component unit
Year ended June 30, 2017

Arizona Western College Foundation

Unrestricted
Revenues and support
Donations 3 2,528

In-kind contributions 163,102
Rental income 140,912
Investment income (loss), net of
expenses of $61,848 and $51,916,
respectively 59,996
Unrealized gains (losses) 246,497
Realized losses (8,009)
Other income 29,750
Net assets released from restrictions 99,224
Total revenues and support 734,000
Expenses
Program services:
Salaries 140,162
Scholarships 272,899
Rental operations 171,941
Supporting services:
Management and general 144,800
Fund-raising
Total expenses 729,802
Changes in net assets 4,198
Net assets, beginning of year,
as restated 1,557,645
Net assets, end of year $1,561,843

See accompanying notes to financial statements.
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Temporarily

restricted

$ 139,908

51,663
222,735
(7,237)

(99,224)
307,845

307,845

3,041,954

$3,349,799

Permanently

restricted

$ 22,088

Total

$ 164,524
163,102
140,912

111,659
469,232
(15,246)

29,750

22,088

1,063,933

22,088

1,748,498

140,162
272,899
171,941

144,800
729,802

334,131

6,348,097

$1,770,586

$6,682,228




Yuma/La Paz Counties Community College District
(Arizona Western College)

Statement of cash flows—primary government

Year ended June 30, 2017

Cash flows from operating activities:
Tuition and fees
Bookstore receipts
Food services receipts
Dormitory rentals and fees
Other receipts
Payments to suppliers and providers of goods and services
Payments for employee wages and benefits
Payments to students for scholarships

Net cash used for operating activities

Cash flows from noncapital financing activities:
Property taxes
State appropriations
Government grants
Share of state sales taxes
Private grants and gifts
Other nonoperating expenses
Federal direct lending receipts
Federal direct lending disbursements
Deposits held in custody for others received
Deposits held in custody for others disbursed

Net cash provided by noncapital financing activities

Cash flows from capital and related financing activities:
Expense on issuance of bonds
Principal paid on capital debt and leases
Capital grants and gifts
Interest paid on capital debt
Purchases of capital assets
Net cash used for capital and related financing activities

Cash flows from investing activities:
Interest received on investments
Expenses related to sales and maturities of investments
Net cash used for investing activities

Net increase in cash and cash equivalents
Cash and cash equivalents, July 1, 2016, as restated*

Cash and cash equivalents, June 30, 2017

(50,976,306

Business-type

activities

$ 4,702,344

328,349
2,032,791
456,629
904,972
(14,091,964
(37,532,635
(7,776,792

= ==

34,718,532
3,554,100
20,956,668
931,038
741,418
(1,701)
880,278
(880,278)
2,633,112

(2,614,118)
60,919,049

(70,427)
(2,645,728)
2,411
(2,322,255)
(2,064,606)

(7,100,605)

136,502
(1,030,230)

(893,728)

1,948,410

20,466,528

$ 22,414,938

*The restatement of beginning balance is caused by investments being reported separately from cash and cash

equivalent beginning this year.

See accompanying notes to financial statements.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Statement of cash flows—primary government

Year ended June 30, 2017

(Continued)

Reconciliation of operating loss to net cash used for operating activities:
Operating loss
Adjustments to reconcile operating loss to net cash used for operating activities:
Depreciation
Changes in assets, deferred outflows of resources,
liabilities, and deferred inflows of resources
Increase in:
Deferred outflows of resources related to pensions
Compensated absences payable
Net pension liability
Deferred inflows of resources related to pensions
Decrease in:
Other receivables
Prepaid items
Accounts payable
Accrued payroll and employee benefits
Unearned revenues

Net cash used for operating activities

Noncash transactions
Issuance of general obligation refunding bonds
General obligation refunding bond issuance costs
Gifts of depreciable and nondepreciable assets
Amortization of premium on general obligation bonds
Capital lease—IT core upgrade
Amortization of deferred inflows/outflows from general obligation bond refundings

See accompanying notes to financial statements.
PAGE 7

Business-type
activities

$ (56,135,485)

4,599,112

(2,761,214)
268,165
733,685

2,095,293

569,466
383,637
(144,278)
(452,673)
(132,014)
$ (50,976,306)

$ 10,895,000
77,246
124,641
504,673
353,722
(293,180)



Yuma/La Paz Counties Community College District
(Arizona Western College)

Notes to financial statements

June 30, 2017

Note 1 - Summary of significant accounting policies

The Yuma/La Paz Counties Community College District’s (the District) accounting policies conform to
generally accepted accounting principles applicable to public institutions engaged only in business-type
activities adopted by the Governmental Accounting Standards Board (GASB).

For the year ended June 30, 2017, the District implemented the provisions of GASB Statement No. 77, Tax
Abatement Disclosures, which establishes standards for disclosing tax abatement agreements the District
entered into and agreements that other governments entered into that reduces the District’s tax revenues.
The implementation of this standard had no effect on the financial statements.

A. Reporting entity

The District is a special-purpose government that a separately elected governing body governs. It is legally
separate and fiscally independent of other state and local governments. The accompanying financial
statements present the activities of the District (the primary government) and its discretely presented
component unit, the Arizona Western College Foundation (the Foundation).

The Foundation is a legally separate, tax-exempt organization. It acts primarily as a fund-raising organization
that receives gifts and bequests, administers those resources, and disburses payments to or on behalf of
the District for scholarships and other special projects. Although the District does not control the timing or
amount of receipts from the Foundation, the Foundation’s restricted resources can be used only by or for
the benefit of the District or its constituents. Consequently, the Foundation is considered a component unit
of the District and is discretely presented in the District’s financial statements.

For financial reporting purposes, the Foundation follows the Financial Accounting Standards Board
statements for not-for-profit organizations. As such, certain revenue recognition criteria and presentation
features are different from GASB revenue recognition criteria and presentation features. No modifications
have been made to the Foundation’s financial information included in the District's financial report.
Accordingly, those financial statements have been reported on separate pages following the District’s
respective counterpart financial statements. For financial reporting purposes, only the Foundation’s
statements of financial position and activities are included in the District’s financial statements as required
by generally accepted accounting principles for public colleges and universities. The Foundation has a June
30 year-end.

During the year ended June 30, 2017, the Foundation distributed $140,162 to the District for restricted and
unrestricted purposes. During the year, the District was a recipient of a Title V federal grant. The Foundation
designated $423,092 during the year ended June 30, 2017, to meet matching requirements on an
irevocable endowment in compliance with Title V federal guidelines for the Dreams to Reality Program.
Terms of the endowment require the Foundation to permanently designate contributions as restricted for
the purpose of faculty and staff development programs and student scholarships. In addition, the District
provided $163,102 of support to the Foundation during the fiscal year. Complete financial statements for
the Foundation can be obtained from the Foundation Office, PO Box 929, Yuma, AZ 85364-0929.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Notes to financial statements

June 30, 2017

B. Basis of presentation and accounting

The financial statements include a statement of net position; a statement of revenues, expenses, and
changes in net position; and a statement of cash flows.

A statement of net position provides information about the District’s assets, deferred outflows of resources,
liabilities, deferred inflows of resources, and net position at the end of the year. Assets and liabilities are
classified as either current or noncurrent. Net position is classified according to external donor restrictions
or availability of assets to satisfy the District’s obligations. Net investment in capital assets represents the
value of capital assets, net of accumulated depreciation, less any outstanding debt incurred to acquire or
construct the assets. Nonexpendable restricted net position includes gifts that have been received for
endowment purposes, the corpus of which cannot be expended. Expendable restricted net position
represents grants, contracts, gifts, and other resources that have been externally restricted for specific
purposes. Unrestricted net position consists of all other resources, including those that have been
designated by management to be used for other than general operating purposes.

A statement of revenues, expenses, and changes in net position provides information about the District’s
financial activities during the year. Revenues and expenses are classified as either operating or
nonoperating, and all changes in net position are reported, including capital contributions and additions to
endowments. Operating revenues and expenses generally result from exchange transactions. Accordingly,
revenues, such as tuition and bookstore, food service, and dormitory charges, in which each party receives
and gives up essentially equal values, are considered operating revenues. Other revenues, such as property
taxes, state appropriations, and government grants, result from transactions in which the parties do not
exchange equal values and are considered nonoperating revenues. Operating expenses include the cost
of sales and services, administrative expenses, and depreciation on capital assets. Other expenses, such
as interest expense, are considered nonoperating expenses.

A statement of cash flows provides information about the District’s sources and uses of cash and cash
equivalents during the year. Increases and decreases in cash and cash equivalents are classified as either
operating, noncapital financing, capital financing, or investing.

The financial statements are presented using the economic resources measurement focus and the accrual
basis of accounting. Revenues are recorded when earned, and expenses are recorded at the time liabilities
are incurred, regardless of when the related cash flows take place. Property taxes are recognized as revenue
in the year for which they are levied. State appropriations are recognized as revenue in the year in which the
appropriation is first made available for use. Grants and donations are recognized as revenue as soon as
all eligibility requirements the provider imposed have been met.

The effect of internal activity has been eliminated from the financial statements.

When both unrestricted and restricted resources are available for use, it is the District's policy to use
restricted resources first, then unrestricted resources as they are needed.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Notes to financial statements

June 30, 2017

C. Cash and investments

For the statement of cash flows, the District’s cash and cash equivalents are considered to be cash on hand,
demand deposits, cash and investments held by the County Treasurer, investments in the State Treasurer’s
Local Government Investment Pool, and only those highly liquid investments with a maturity of 3 months or
less when purchased.

All investments are stated at fair value.

D. Capital assets

Capital assets are reported at actual cost (or estimated historical cost if historical records are not available).
Donated assets are reported at acquisition value.

Capitalization thresholds (the dollar values above which asset acquisitions are added to the capital asset
accounts), depreciation methods, and estimated useful lives of capital assets reported in the financial
statements are as follows:

Capitalization Depreciation Estimated

threshold method useful life
Land $5,000 N/A N/A
Construction in progress 5,000 N/A N/A
Buildings 5,000 Straight-line 20-40 years
Improvements other than buildings 5,000 Straight-line 15 years
Equipment 5,000 Straight-line 5 years
Library books 1 Straight-line 10 years

E. Deferred outflows and inflows of resources

The statement of net position includes separate sections for deferred outflows of resources and deferred
inflows of resources. Deferred outflows of resources represent a consumption of net position that applies to
future periods that will be recognized as an expense in future periods. Deferred inflows of resources
represent an acquisition of net position that applies to future periods and will be recognized as revenue in
future periods.

F. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the pension plan’s fiduciary net
position and additions to/deductions from the plan’s fiduciary net position have been determined on the
same basis as they are reported by the plan. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms.
Investments are reported at fair value.
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Yuma/La Paz Counties Community College District
(Arizona Western College)

Notes to financial statements

June 30, 2017

G. Investment earnings

Investment earnings is composed of interest, dividends, and net changes in the fair value of applicable
investments.

H. Scholarship allowances

A scholarship allowance is the difference between the stated charge for goods and services the District
provides and the amount that the student or third parties making payments on the student’s behalf pays.
Accordingly, some types of student financial aid, such as Pell grants and scholarships the District awards,
are considered to be scholarship allowances. These allowances are netted against tuition and fees
revenues, food service income revenues, and dormitory rentals and fees revenues in the statement of
revenues, expenses, and changes in net position.

I. Compensated absences

Compensated absences payable consists of vacation leave and a calculated amount of sick leave
employees earned based on services already rendered.

Employees may accumulate up to 330 or 352 hours of vacation depending on years of service, but they
forfeit any unused vacation hours in excess of the maximum amount at fiscal year-end. Upon terminating
employment, the District pays all unused and unforfeited vacation benefits to employees. Accordingly,
vacation benefits are accrued as a liability in the financial statements.

Employees may accumulate an unlimited number of sick leave hours. Generally, sick leave benefits provide
for ordinary sick pay and are cumulative, but employees forfeit them upon terminating employment. Because
sick leave benefits do not vest with employees, a liability for sick leave benefits is not accrued in the financial
statements.

Note 2 - Deposits and investments

Arizona Revised Statutes (A.R.S.) requires the District to deposit special tax levies for the District's
maintenance or capital outlay with the County Treasurer. A.R.S. does not require the District to deposit other
public monies in its custody with the County Treasurer; however, the District must act as a prudent person
dealing with another’s property when making investment decisions about those monies. A.R.S. requires
collateral for deposits at 102 percent of all deposits not covered by federal depository insurance. A.R.S.
does not include any requirements for credit risk, concentration of credit risk, interest rate risk, or foreign
currency risk for the District’s investments.

Deposits—At June 30, 2017, the total cash on hand was $8,499, the carrying amount of the District’s
deposits was $7,000,110, and the bank balance was $7,422,323. The District does not have a formal policy
with respect to custodial credit risk for deposits.

Investments—The District’s investments at June 30, 2017, categorized within the fair value hierarchy
established by generally accepted accounting principles, were as follows:
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(Arizona Western College)

Notes to financial statements

June 30, 2017

Fair value measurement using
Quoted prices Significant Significant

in active other unobservable
markets for observable inputs
identical assets inputs
Investment by fair value level Amount (Level 1) (Level 2) (Level 3)
U.S. Treasury securities $ 2,660,519 $ - $ 2,660,519 $ -
U.S. agency securities 10,811,710 _ 10,811,710
Total investments by fair value level $13,472,229 $ - $13,472,229 $ -
External investment pools measured at fair value
State Treasurer’s investment pool 7 $ 50,244
County Treasurer’s investment pool 15,356,085
Total external investment pools measured at fair value 15,406,329
Total investments measured at fair value 28,878,558
Total investments $28,878,558

Investments categorized as Level 2 are valued using the independent pricing services.

Investments in the State Treasurer’s investment pool are valued at the pool’s share multiplied by the number
of shares the District held. The fair value of a participant’s position in the pools approximates the value of
that participant’s pool shares. The investment in the County Treasurer’s pool is valued using the District’s
proportionate participation in the pool because the pool’s structure does not provide for shares. The State
Board of Investment provides oversight for the State Treasurer’s investment pools. No comparable oversight
is provided for the County Treasurer’s investment pool.

Credit risk—The District does not have a formal policy with respect to credit risk. As of June 30, 2017, credit
risk for the District’s investments was as follows:

Investment type Rating Rating agency Amount
State Treasurer’s investment pool 7 Unrated Not applicable $ 50,244
County Treasurer’s investment pool  Unrated Not applicable 15,356,085
U.S. agency securities Aaa/AA+  Moody’s/Standard & Poor’s 10,811,710
Total $26,218,039

Custodial credit risk—For an investment, custodial credit risk is the risk that, in the event of the
counterparty’s failure, the District will not be able to recover the value of its investments or collateral securities
that are in an outside party’s possession. The District does not have a formal policy with respect to custodial
credit risk.

Concentration of credit risk—The District does not have a formal policy regarding concentration of credit
risk. The District had investments at June 30, 2017, of 5 percent or more in Federal National Mortgage
Association, Federal Home Loan Mortgage, and Federal Home Loan Bank. These investments were 15
percent, 13 percent, and 7 percent, respectively, of the District’s total investments.

Interest rate risk—As a means of limiting its exposure to fair value losses arising from rising interest rates,
the District’s policy limits the District’s investment portfolio to maturities of 1 to 3 years. At June 30, 2017,

the District had the following investments in debt securities:
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Investment maturities

Less than
Investment type Amount 1 Year 1-3 Years
State Treasurer’s investment pool 7 $ 50,244 $ 50,244
County Treasurer’s investment pool 15,356,085 15,356,085
U.S. Treasury securities 2,660,519 $ 2,660,519
U.S. agency securities™ 10,811,710 2,709,754 8,101,956

Total

$28,878,558 $18.1

16,083 $10,762,475

* At June 30, 2017, $1,075,837 of the investments in U.S. agency securities were considered to be
highly sensitive to interest rate changes:

U.S. agency securities LIBOR—Monthly $ 450,630
U.S. agency securities LIBOR—Quarterly 625,207
$1,075,837

A reconciliation of cash, deposits, and investments to amounts shown on the statement of net position
follows:

Cash, deposits, and investments: Statement of Net Position:
Cash on hand $ 8,499 Cash and cash equivalents $22,414,938
Amount of deposits 7,000,110 Investments 13,472,229
Amount of investments 28,878,558

Total $35,887,167 Total $35,887,167

Note 3 - Capital assets

Capital asset activity for the year ended June 30, 2017, was as follows:

Balance Balance
July 1, 2016 Increases Decreases  June 30, 2017
Capital assets not being depreciated:
Land $ 569,215 $ 569,215
Construction in progress 617,402 $ 538,386 79.016
Total capital assets not being depreciated 1,186,617 538,386 648,231
Capital assets being depreciated:
Buildings 114,546,290 $ 2,030,546 116,576,836
Equipment 14,252,729 794,505 3,066,661 11,980,573
Improvements other than buildings 22,416,148 34,558 22,450,706
Library books 1,428,195 97,108 240,063 1,285,240
Total capital assets being depreciated 152,643,362 2,956,717 3,306,724 152,293,355
Less accumulated depreciation for:
Buildings $ 38,153,509 $2,800,771 $ 40,954,280
Equipment 12,199,791 797,113 $3,066,153 9,930,751
Improvements other than buildings 15,850,640 913,843 16,764,483
Library books 925,486 87,385 240,063 772,808
Total accumulated depreciation 67,129,426 4,599,112 3,306,216 68,422,322
Total capital assets being depreciated, net 85,513,936 (1,642,395) 508 83,871,033
Capital assets, net $ 86,700,553 $(1,642,395) $ 538,894 $ 84,519,264
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Notes to financial statements
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Note 4 - Construction and other commitments

The District had one major contractual commitment related to a capital project at June 30, 2017, for the
renovation of an educational pod attached to Somerton Middle School. At June 30, 2017, the District had
spent $79,016 on this project and had remaining contractual commitments with contractors of $940,015.
Restricted monies received from the U.S. Department of Education are financing this renovation.

Note 5 - Long-term liabilities

The following schedule details the District’s long-term liability and obligation activity for the year ended
June 30, 2017:

Balance Balance Due within
July 1, 2016 Additions Reductions  June 30, 2017 1 year

General obligation bonds $ 56,985,000 $10,895,000 $13,470,000 $ 54,410,000 $2,690,000

Premiums 4,941,879 45,323 504,673 4,482,529 443916

Total bonds payable $ 61,926,879 $10,940,323 $13,974,673 $ 58,892,529  $3,133,916

Capital leases payable $ 355815 $ 353722 $ 70,728 $ 638809 $ 142,012
Net pension liability 40,216,044 733,685 40,949,729

Compensated absences payable 1,076,489 1,206,852 938,686 1,344,655 59,579

Total long-term liabilities $103,575,227 $13,234,582  $14,984,087 $101,825,722  $3,335,507

General obligation bonds payable—General obligation bonds payable at June 30, 2017, consisted of the
outstanding general obligation bonds presented below. The bonds are generally callable with interest
payable semiannually. Bonds have also been issued to advance-refund previously issued bonds that were
used to pay for acquiring or constructing capital facilities: Principal and interest on the bonds are payable
from an ad valorem tax levied against all the taxable property in the District. The bonds issued are payable
from such a tax without limit as to rate or amount.

General obligation bonds outstanding at June 30, 2017, were as follows:

Original Interest Maturity =~ Outstanding

Description amount issued rates ranges principal
General obligation bonds—series 2014 $28,665,000 1.00-5.00% 7/1/2017-25 $27,480,000
General obligation refunding bonds—series 2014A 16,535,000 1.00-5.00% 7/1/2017-30 16,035,000
General obligation refunding bonds—series 2016 10,895,000 2.60% 7/1/2017-31 10,895,000
$54,410,000

General obligation bond debt service requirements to maturity are as follows:
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Principal Interest
Year ending June 30
2018 $ 2,690,000 $ 2,080,060
2019 2,875,000 2,079,620
2020 2,980,000 1,966,090
2021 3,110,000 1,848,360
2022 3,255,000 1,710,500
2023-27 18,580,000 6,328,030
2028-32 20,920,000 1,840,100
Total $54,410,000 $17,852,760

During the year ended June 30, 2017, the District issued general obligation refunding bonds with an average
interest rate of 2.60 percent to refund older, higher-rate issues with an average interest rate of 3.75 percent.
The District realized net proceeds of $11,017,568 after payment of $117,754 in costs of issuance, plus
$195,000 of District contributed debt service funds. The District placed these proceeds in an irrevocable
trust to provide resources necessary to redeem the refunded General Obligation Bonds 2006. The District
called the outstanding balance of the 2006 General Obligation Bonds of $10,895,000 on October 19, 2016.
The District had previously advance refunded $30,630,000 of the 2006 General Obligation Bonds and that
balance was called on July 1, 2016. As a result, there were no 2006 General Obligation Bonds outstanding
at June 30, 2017. Details of the refunding transactions are as follows:

Amount of refunding bonds issued $10,895,000
Amount of bonds refunded 10,895,000
Reduction in debt service payments 1,907,077
Economic gain 1,366,753

Note 6 - Risk management

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters. The District participates with seven other
Arizona community college districts and more than 200 Arizona school districts in the Arizona School Risk
Retention Trust, Inc. (Trust), a public-entity risk pool. The Trust insures the District against liabilities arising
from general liability, professional liability, and property, automobile, boiler, and machinery liability; and
commercial crime risks. The coverage limits and deductibles are listed below:

Coverage Limit Deductible
General $10,000,000/occurrence None
Employer’s liability: $2,000,000/accident or disease $500,000/accident or disease
Cyber Liability: $1,000,000/occurrence $5,000/occurrence
Professional Administrative practices: $150,000/claim, $300,000 aggregate  None
Criminal legal defense: $100,000/claim, $200,000 aggregate None
Property Total insurable value: $113,610,488 $1,000/occurrence
Automobile $10,000,000/occurrence None

$15,000 each person/$250,000 each accident underinsured/
uninsured motorist
Commercial crime  $1,500,000/occurrence $100/occurrence
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The Trust's operating agreement includes a provision for the member to be charged an additional
assessment in the event that total claims paid by the Trust exceed the members’ contributions and reserves
in any single year. The District will be charged for any such assessment in the following year. The District
also carries commercial insurance for other risks of loss, including workers’ compensation, employees’
health, accidental death and dismemberment for students and employees, employee travel, and extended
reporting for errors and omissions. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past 3 fiscal years.

In addition, the District is a member of the Yuma Area Benefit Consortium (the Consortium), which provides
life insurance, accidental death and dismemberment, disability, basic or major medical coverage for
accidents or sicknesses, as well as dental and vision insurance coverage to its employees through the
Consortium. The Consortium, currently composed of three voting members and some small nonvoting
agencies, provides benefits up to $100,000 per individual per calendar year through a self-funding
agreement with its participants and purchases commercial insurance to cover claims in excess of this limit.
An independent administrator provides the Consortium with claims and recordkeeping services. The District
is responsible for paying the premiums, but requires its employees to contribute a portion of them. The
District would be assessed an additional contribution should the Consortium become insolvent. This
additional contribution shall not exceed the amount of the District’'s annual contribution (i.e., premium), and
once made, thereby releases the District from further legal obligations of any type. Should the District
withdraw from the Consortium, it would then be responsible for its proportional share of claims run-out costs
that exceed the Consortium reserves established for the incurred but not reported claims liability. If the
Consortium were to terminate, the District would be responsible for its proportional share of any Consortium
deficit. The District’s proportional share upon termination shall not exceed the amount of the D