

















Capital assets include assets with an acquisition cost of $5,000 or more. The
capitalization of building and improvements/repairs follows the institutional policy
depending on scope and cost of projects.

During the 2006-2007 fiscal year, the College completed two projects that were
considered construction in progress during the prior fiscal year. The College
consolidated the telephone system for both campuses with a new Voice-over-Internet
Protocol telephone system. In addition, the new student housing facility was opened for
on-campus housing. The two projects added over $5,000,000.00 to the capital assets for
this fiscal year. The College purchased land around the Birmingham Campus that added
an additional one-half acre to the physical plant.

The College invested $195,988 in equipment purchases, $35,466 in Library Books and
$459,000 in construction in progress for a roof replacement on the Bessemer Campus.
Plant assets increased during the fiscal year by over $5,741,245.

The total assets of the institution increased by $5,543,776 from 2006 to 2007. The
collections of accounts receivable increased and provided additional resources for debt
service. Total liabilities increased by $5,382,613.00. The College made debt service
payments during the fiscal year that reduced the existing bond debt but the college
recorded the capital lease debt for the new student housing facility and for part of the
new telephone system which accounts for the increase in liabilities.

Statement of Revenues, Expenses and Changes in Net Assets

Changes in total net assets as presented on the Statement of Net Assets are based on the
activity presented in the Statement of Revenues, Expenses, and Changes in Net Assets.
The purpose of the statement is to present the revenues received by the institution, both
operating and nonoperating, and any other revenues, expenses, gains, and losses
received or spent by the institution.

Generally speaking operating revenues are received for providing goods and services to
the various customers and constituencies of the institution. Operating expenses are
those expenses paid to acquire or produce the goods and services provided in return for
the operating revenues, and to carry out the mission of the institution. Nonoperating
revenues are revenues received for which goods and services are not provided. For
example, state appropriations are nonoperating because they are provided by the
Legislature to the institution without the Legislature directly receiving commensurate
goods and services for those revenues. Sales tax revenues are also nonoperating because
the College receives those resources without providing any services to those who paid the
tax.



Statement of Revenues, Expenses and Changes in Net Assets

2006 2007

Operating revenues $17,311,530 $17,221,906
Operating expenses 33,609,570 33,470,830

Operating loss (16,298,040) (16,248,924)
Nonoperating revenues and expenses 17,917,671 16,567,142
Increase in Net Assets 1,619,631 318,218
Net Assets at Beginning of Year, as restated 19,096,123 20,558,698
Net Assets at End of Year $20,715,754 $20,876,916

The Statement of Revenues, Expenses, and Changes in Net Assets reflects an increase at
the end of the year. The increase indicates that the college's financial position was
strengthened by the use of available resources to acquire and improve all areas of the
institution to better serve the instruction and community service missions of the
institution.
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The above chart, displayed in thousands of dollars, shows the operating revenues by type
and their relationship with one another. Federal grants represent the largest type of
revenue followed by student tuition. Other revenue types include State and Local Grants
and Contracts and Auxiliary services.

The auxiliary services are self-supporting with the exception of food service. Vending
revenues are used to offset deficits. The operation of food service for the on campus
residence has created additional expenditures. The college has operated the food service
for several years and low enrollment on the Bessemer campus contributes to the deficits
in operations. Athletics and student activities, two other auxiliary services, are
supported through transfers from the general operating resources.

The operating expenses by function stated in thousands are displayed in the following
exhibit.
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The College had operating expenses of over 33.5 million displayed by function in the
exhibit above.

The College's operating expenses decreased by $138,740.00 from 2006 to 2007. The
College has had to expend funds to provide similar services on both campuses of the
newly merged college. The College expects to see increases in enrollment specifically on
the Bessemer Campus from the increase in offerings of academic classes in addition to
the increase resulting from aggressive recruiting efforts.

Statement of Cash Flows

The final statement presented by Lawson State Community College is the Statement of
Cash Flows, which presents detailed information about the cash activity of the institution
during the year. The statement is divided into five parts. The first part deals with
operating cash flows and shows the net cash used by the operating activities of the
institution. The second section reflects cash flows from noncapital financing activities.
This section reflects the cash received and spent for nonoperating, noninvesting, and
noncapital financing purposes. The third section deals with the cash used for the
acquisition and construction of capital and related items. The fourth section reflects the
cash flows from investing activities and shows the purchases, proceeds, and interest
received from investing activities. The fifth section reconciles the net cash used to the
operating income or loss reflected on the Statement of Revenues, Expenses, and Changes
in Net Assets.



Statement of Cash Flows

2007
Cash provided (used) by
Operating activities ($14,746,294)
Noncapital financing activities 17,177,861
Capital and related financing activities (1,895,912)
Investing activities 74,505
Net Change in Cash 610,160
Cash, beginning of year 3,005,322
Cash, end of year $3,615,482

The primary cash receipts from operating activities consist of tuition and fees, grants and
contracts. Cash out lays include payment of wages, benefits, supplies, utilities and
scholarships.

State appropriations are the primary source of noncapital financing. This source of
revenue is categorized as noncapital even though the College’s budget depends on this to
continue the current level of operations.

Investing activities reflect interest income on investments.

Cash was used for capital and related financing activities to complete the numerous
construction projects. The College met its debt service requirements in a timely manner.

The College’s overall financial position is strong. The College anticipates fiscal year 2008
will provide many opportunities and challenges. The College is making a concerted effort
to manage and conserve resources while providing accessible, affordable, high quality
educational opportunities that will prepare students to enter the job market or transfer
to senior colleges and universities, and assist them in achieving their professional and
personal goals.



Statement of Net Assets
September 30, 2007

ASSETS
Current Assets
Cash and Cash Equivalents $ 3,615,482.34
Deposit with Bond Trustee 1,242,911.92
Accounts Receivable, Net 2,530,068.60
Inventories 770,164.37
Bond Issuance Cost 15,339.17
Total Current Assets 8,173,966.40

Noncurrent Assets

Loans Receivable 92,577.46
Bond Issuance Cost 217,397.50

Capital Assets:
Land 455,825.22
Buildings 35,822,906.08
Improvements Other Than Buildings 6,336,940.28
Equipment and Furniture 3,427,191.92
Library Holdings 1,421,779.86
Construction in Progress 530,864.82
Less: Accumulated Depreciation (17,538,945.24)
Total Capital Assets, Net of Depreciation 30,456,562.94
Total Noncurrent Assets 30,766,537.90
Total Assets $ 38,940,504.30

The accompanying Notes to the Financial Statements are an integral part of this statement.
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LIABILITIES
Current Liabilities
Deposits
Accounts Payable and Accrued Liabilities
Deferred Revenue
Compensated Absences
Leaseholds Payable
Bonds Payable
Total Current Liabilities

Noncurrent Liabilities
Compensated Absences
Leaseholds Payable
Bonds Payable

Total Noncurrent Liabilities

Total Liabilities

NET ASSETS
Invested in Capital Assets, Net of Related Debt
Restricted for:
Expendable:

Scholarships and Fellowships

Loans

Debt Service
Unrestricted

Total Net Assets

T. A. Lawson State Community College
Birmingham, Alabama

$ 205,036.15
1,185,064.15
1,923,823.57

106,900.09
252,596.47
440,000.00

4,113,420.43

962,100.68
4,783,067.71
8,205,000.00

13,950,168.39

18,063,588.82

17,008,635.43

449,266.75
89,903.52
1,107,292.24
2,221,817.54

$ 20,876,915.48

Exhibit #1
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Statement of Revenues, Expenses and Changes in Net Assets
For the Year Ended September 30, 2007

OPERATING REVENUES
Student Tuition and Fees (Net of Scholarship Allowances of $4,945,602.26)
Federal Grants and Contracts
State and Local Grants and Contracts
Sales and Services of Educational Activities
Auxiliary Enterprises:
Bookstore (Net of Scholarship Allowances of $875,034.87)

Other Operating Revenues

Total Operating Revenues

OPERATING EXPENSES
Instruction
Institutional Support
Academic Support
Student Services
Operation and Maintenance
Scholarships and Financial Aid
Depreciation
Auxiliary Enterprises:
Bookstore
Food Service
Other Operating Expenses
Total Operating Expenses

Operating Income (Loss)

NONOPERATING REVENUES (EXPENSES)

State Appropriations

Investment Income

Interest on Capital Asset Related Debt

Bond Issue Cost

Other Nonoperating Revenues (Expenses)

Net Nonoperating Revenues
Changes in Net Assets

Total Net Assets - Beginning of Year, as Restated (See Note 12)
Total Net Assets - End of Year

The accompanying Notes to the Financial Statements are an integral part of this statement.

T. A. Lawson State Community College
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2,806,504.22
12,177,267.16
451,330.80
196,797.75

1,194,478.92
395,527.14

17,221,905.99

12,362,337.46
5,172,060.96
2,399,372.68
3,484,285.91
3,451,521.05
2,164,870.52
1,111,401.50

1,961,938.47
540,130.77
822,910.47

33,470,829.79

(16,248,923.80)

17,161,451.00
74,505.43
(490,312.33)
(15,339.17)
(163,162.97)

16,567,141.96

318,218.16
20,558,697.32

$ 20,876,915.48

Exhibit #2



Statement of Cash Flows
For the Year Ended September 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and Fees $ 2,740,855.95
Grants and Contracts 12,628,597.96
Payments to Suppliers (8,324,774.23)
Payments for Utilities (1,426,691.05)
Payments for Employees (15,007,061.09)
Payments for Employee Benefits (4,955,392.62)
Payments for Scholarships (2,164,870.52)
Sales and Services of Educational Activities 196,797.75

Auxiliary Enterprise Charges:
Bookstore 1,194,478.92
Other Receipts (Payments) 371,765.27
Net Cash Provided (Used) by Operating Activities (14,746,293.66)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State Appropriations 17,161,451.00
Other Receipts (Payments) 16,410.25

Net Cash Provided (Used) by Noncapital Financing Activities 17,177,861.25

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchases of Capital Assets (857,200.43)
Principal Paid on Capital Debt and Leases (548,399.82)
Interest Paid on Capital Debt and Leases (490,312.33)

Net Cash Provided (Used) by Capital and Related Financing Activities (1,895,912.58)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest on Investments 74,505.43
Net Cash Provided (Used) by Investing Activities 74,505.43

Net Increase (Decrease) in Cash and Cash Equivalents 610,160.44

Cash and Cash Equivalents - Beginning of Year 3,005,321.90
Cash and Cash Equivalents - End of Year $ 3,615,482.34

The accompanying Notes to the Financial Statements are an integral part of this statement.

T. A. Lawson State Community College
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Reconciliation of Net Operating Revenues (Expenses) to Net
Cash Provided (Used) by Operating Activities:
Operating Income (Loss) $ (16,248,923.80)

Adjustments to Reconcile Net Operating Income (Loss)
to Net Cash Provided (Used) by Operating Activities:

Depreciation Expense 1,111,401.50
Changes in Assets and Liabilities:

(Increase)/Decrease in Receivables, Net (307,105.00)
(Increase)/Decrease in Inventories (75,316.42)
(Increase)/Decrease in Other Assets 1,700.00
Increase/(Decrease) in Accounts Payable 460,068.22
Increase/(Decrease) in Deferred Revenue 241,456.73
Increase/(Decrease) in Deposits Held for Others (23,761.87)
Increase/(Decrease) in Compensated Absences 94,186.98

Net Cash Provided (Used) by Operating Activities $ (14,746,293.66)

T. A. Lawson State Community College
Birmingham, Alabama S) Exhibit #3



Notes to the Financial Statements
For the Year Ended September 30, 2007

Note 1 — Summary of Significant Accounting Policies

The financial statements of T. A. Lawson State Community College are prepared in accordance
with accounting principles generally accepted in the United States of America (GAAP). The
Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant
accounting policies of the College are described below.

A. Reporting Entity

For financial reporting purposes, T. A. Lawson State Community College is part of the primary
government of the State of Alabama. The State of Alabama, through the State Board of
Education, governs the Department of Postsecondary Education. The Department of
Postsecondary Education, through its Chancellor, has the authority and responsibility for the
operation, management, supervision and regulation of T. A. Lawson State Community College.

Fiscal year 2005 saw a merger of T. A. Lawson State Community College and Bessemer State
Technical College located in Bessemer effective as of July 1, 2005. On January 27, 2005, the
Alabama State Board of Education adopted the “Statement of Intent to Merge” the two Colleges
to form one institution, T. A. Lawson State Community College, in accordance with its policy on
Consolidation or Merger of Postsecondary Institutions.

B. Measurement Focus, Basis of Accounting and Financial Statement Presentation

The financial statements of T. A. Lawson State Community College have been prepared using
the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred, regardless of the
timing of the related cash flows. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.

The College follows all applicable GASB pronouncements as well as the following
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict
with or contradict GASB pronouncements: Financial Accounting Standards Board (FASB)
Statements and Interpretations, Accounting Principles Board (APB) Opinions, and Accounting
Research Bulletins (ARBS).

It is the policy of the College to first apply restricted resources when an expense is incurred and
then apply unrestricted resources when both restricted and unrestricted net assets are available.

T. A. Lawson State Community College 6
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Notes to the Financial Statements
For the Year Ended September 30, 2007

The Statement of Revenues, Expenses and Changes in Net Assets distinguishes between
operating and nonoperating revenues. Operating revenues, such as tuition and fees, result from
exchange transactions associated with the principal activities of the College. Exchange
transactions are those in which each party to the transactions receives or gives up essentially
equal values. Nonoperating revenues arise from exchange transactions not associated with the
College’s principal activities, such as investment income and from all nonexchange transactions,
such as state appropriations.

C. Assets, Liabilities, and Net Assets

1. Deposits and Investments

Cash and cash equivalents include cash on hand, demand deposits and short-term investments
with original maturities of three months or less from the date of acquisition.

Statutes authorize the College to invest in the same type of instruments as allowed by Alabama
law for domestic life insurance companies. This includes a wide range of investments, such as
direct obligations of the United States of America, obligations issued or guaranteed by certain
federal agencies, and bonds of any state, county, city, town, village, municipality, district or
other political subdivision of any state or any instrumentality or board thereof or of the United
States of America that meet specified criteria.

Investments are reported at fair value based on quoted market prices, except for money market
investments and repurchase agreements, which are reported at amortized cost.

2. Receivables

Accounts receivable relate to amounts due from federal grants, state appropriations, third party
tuition, auxiliary enterprise sales, such as the bookstore, and students for tuition and fee billings.
The receivables are shown net of allowance for doubtful accounts.

3. Inventories

The inventories are comprised of (1) consumable supplies and (2) items held for resale.
Inventories are valued using the first in/first out (FIFO) method.

T. A. Lawson State Community College 7
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Notes to the Financial Statements
For the Year Ended September 30, 2007

4. Capital Assets

Capital assets with a unit cost of over $5,000 and an estimated useful life in excess of one year,
and all library books, are recorded at historical cost or estimated historical cost if purchased or
constructed. In addition, works of art and historical treasures and similar assets are recorded at
their historical cost. Donated capital assets are recorded at fair market value at the date of
donation. Land and Construction in Progress are the only capital assets that are not depreciated.
Depreciation is not allocated to a functional expense category. The costs of normal maintenance
and repairs that do not add to the value of the asset or materially extend its life are not
capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
The amount of interest to be capitalized is calculated by offsetting interest expense incurred from
the date of the borrowing until completion of the project with interest earned on invested
proceeds over the same period.

Maintenance and repairs are charged to operations when incurred. Betterments and major
improvements, which significantly increase values, change capacities or extend useful lives, are
capitalized. Upon the sale or retirement of fixed assets being depreciated using the straight-line
method, the cost and related accumulated depreciation are removed from the respective accounts
and any resulting gain or loss is included in the results of operation.

The method of depreciation and useful lives of the capital assets are as follows:

Depreciation Useful

Assets Method Lives
Buildings and Improvements Straight-Line 50 years
Improvements Other Than Buildings Composite 25 years
Equipment Composite 5-10years
Library Materials Composite 20 years

5. Long-Term Obligations

Long-term debt and other long-term obligations are reported as liabilities in the Statement of Net
Assets. Bond issuance costs are deferred and amortized over the life of the bonds.

T. A. Lawson State Community College 8
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Notes to the Financial Statements
For the Year Ended September 30, 2007

6. Compensated Absences

No liability is recorded for sick leave. Substantially all employees of the College earn 12 days of
sick leave each year with unlimited accumulation. Payment is not made to employees for unpaid
sick leave at termination or retirement.

All non-instructional employees earn annual leave at a rate, which varies from 12 to 24 days
per year depending on duration of employment, with accumulation limited to 60 days.
Instructional employees do not earn annual leave. Payment is made to employees for unused
leave at termination or retirement.

7. Deferred Tuition and Fee Revenues

Tuition and fee revenues received but related to the period after September 30, 2007, have been
deferred.

8. Net Assets

Net assets are required to be classified for accounting and reporting purposes into the following
net asset categories:

¢ Invested in_Capital Assets, Net of Related Debt — Capital assets, net of accumulated
depreciation and outstanding principal balances of debt attributable to the acquisition,
construction or improvement of those assets. Any significant unspent related debt proceeds
at year-end related to capital assets are not included in this calculation.

¢ Restricted:

v" Nonexpendable — Net assets subject to externally imposed stipulations that they be
maintained permanently by the College.

v' Expendable — Net assets whose use by the College is subject to externally imposed
stipulations that can be fulfilled by actions of the College pursuant to those stipulations
or that expire by the passage of time. These include funds held in federal loan programs.

¢ Unrestricted — Net assets that are not subject to externally imposed stipulations. Unrestricted
net assets may be designated for specific purposes by action of management or the State
Board of Education.
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Notes to the Financial Statements
For the Year Ended September 30, 2007

9. Federal Financial Assistance Programs

The College participates in various federally funded programs. Federal programs are audited in
accordance with the Single Audit Act Amendments of 1996, the U. S. Office of Management and
Budget Revised Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations, and the Office of Management and Budget (OMB) Compliance Supplement.

10. Scholarship Allowances and Student Aid

Student tuition and fees are reported net of scholarship allowances and discounts. The amount
for scholarship allowances and discounts is the difference between the stated charge for goods
and services provided by the College and the amount that is paid by the student and/or third
parties making payments on behalf of the student. The College uses the case-by-case method to
determine the amount of scholarship allowances and discounts.

Note 2 — Deposits and Investments

Deposits

The College’s deposits at year-end were held by financial institutions in the State of Alabama’s
Security for Alabama Funds Enhancement (SAFE) Program. The SAFE Program was
established by the Alabama Legislature and is governed by the provisions contained in the
Code of Alabama 1975, Sections 41-14A-1 through 41-14A-14. Under the SAFE Program all
public funds are protected through a collateral pool administered by the Alabama State
Treasurer’s Office. Under this program, financial institutions holding deposits of public funds
must pledge securities as collateral against those deposits. In the event of failure of a financial
institution, securities pledged by that financial institution would be liquidated by the State
Treasurer to replace the public deposits not covered by the Federal Depository Insurance
Corporation (FDIC). If the securities pledged fail to produce adequate funds, every institution
participating in the pool would share the liability for the remaining balance.

The Statement of Net Assets classification “cash and cash equivalents” includes all readily
available cash such as petty cash, demand deposits, and certificates of deposits with maturities of
three months or less.

Deposits with Trustees

At September 30, 2007, the College had $1,242,911.92 in accounts administered by its bond
trustees, of which $988,680.39 pertains to Series 2003 Revenue Bonds and $254,231.53 pertains
to Series 1998 Revenue Bonds.

In accordance with the covenant of the Series 2003 Revenue Bonds, the trustee is permitted to
invest in direct general obligations of the United States or securities, the payment of which is
unconditionally guaranteed by the United States.
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Notes to the Financial Statements
For the Year Ended September 30, 2007

The balance on deposit with the trustee for the Series 2003 Revenue Bonds is invested in the
trustee’s Treasury Money Market Fund, an external investment pool.

The balance on deposit with trustee for the Series 1998 Revenue Bonds is invested in
Government Obligations Fund (the “Fund”), which is a Money Market Fund. The Fund invests
primarily in a portfolio of short-term U. S. Treasury and government agency securities, including
repurchase agreements collateralized fully by U. S. Treasury and government agency securities.
The Fund is rated AAAm by Standard & Poor’s, Aaa by Moody’s, and AAA by Fitch.

Interest Rate Risk — is the risk that changes in interest rates will adversely affect the fair
value of an investment. As a means of limiting its exposure to fair value losses arising
from rising interest rates, the Fund that pertains to Series 2003 Revenue Bonds invests in
U. S. Treasury Obligations Maturing in 397 days or less and in repurchase agreements
collateralized by U. S. Treasury Obligations. The Fund that pertains to Series 1998 Revenue
Bonds invests in a portfolio of securities maturing in 397 days or less. The portfolio maintains a
dollar-weighted maturity of 90 days or less.

Note 3 — Receivables

Receivables are reported net of uncollectible amounts and are summarized as follows:

IAccounts Receivable

Private $1,145,620.45
Federal 1,384,448.15
Total Accounts Receivable, Net 2,530,068.60

Loan Receivables
Noncurrent 92,577.46
Total Student Receivables, Net $ 92,577.46
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Notes to the Financial Statements
For the Year Ended September 30, 2007

Note 4 — Capital Assets

Capital asset activity for the year ended September 30, 2007, was as follows:

Beginning Adjustments/ Ending

Balance Additions Deductions  Reclassifications Balance
Land $ 423,24572 $ 32,579.50 $ $ $ 455,825.22
Improvements Other Than Buildings 5,011,992.91 459,067.76 73,980.00 939,859.61 6,336,940.28
Buildings 30,888,790.81 5,068,014.04 (133,898.77) 35,822,906.08
Equipment 3,238,203.54 195,988.38 7,000.00 3,427,191.92
Library Holdings 1,386,313.17 35,466.69 1,421,779.86
Construction in Progress 1,305,716.76 225,148.06 (1,000,000.00) 530,864.82
Total 42,254,262.91 6,016,264.43 80,980.00 (194,039.16) 47,995,508.18

Less: Accumulated Depreciation

Improvements Other Than Buildings 1,996,245.05 250,768.37 73,980.00 2,173,033.42]
Buildings 11,386,771.01 575,787.20 11,962,558.21
Equipment 2,421,285.37 218,747.27 7,000.00 30,714.34 2,663,746.98
Library Holdings 673,507.97 66,098.66 739,606.63
Total Accumulated Depreciation 16,477,809.40 1,111,401.50 80,980.00 30,714.34 17,538,945.24
Total Capital Assets, Net $25,776,453.51  $4,904,862.93 $ $ (224,753.50) $30,456,562.94
|

Note 5 — Defined Benefit Pension Plan

A. Plan Description

The College contributes to the Teachers’ Retirement System of Alabama, a cost-sharing
multiple-employer public employee retirement system for the various state-supported
educational agencies and institutions. This plan is administered by the Retirement Systems of
Alabama.

Substantially all employees of the College are members of the Teachers’ Retirement System.
Membership is mandatory for covered or eligible employees of T. A. Lawson State Community
College. Benefits vest after 10 years of creditable service. Vested employees may retire with
full benefits at age 60 or after 25 years of service. Retirement benefits are calculated by
two methods with the retiree receiving payment under the method, which yields the highest
monthly benefit. The methods are (1) Minimum Guaranteed, or (2) Formula, of which the
Formula method usually produces the highest monthly benefit. Under this method retirees are
allowed 2.0125% of their average final salary (best three of the last ten years) for each year of
service. Disability retirement benefits are calculated in the same manner. Pre-retirement death
benefits in the amount of the annual salary for the fiscal year preceding death are provided to
plan members.
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Notes to the Financial Statements
For the Year Ended September 30, 2007

The Teachers’ Retirement System was established as of October 1, 1941, under the provisions of
Act Number 419, Acts of Alabama 1939, for the purpose of providing retirement allowances and
other specified benefits for qualified persons employed by state-supported educational
institutions. The responsibility for general administration and operation of the Teachers’
Retirement System is vested in the Board of Control (currently 14 members). Benefit provisions
are established by the Code of Alabama 1975, Sections 16-25-1 through 16-25-113, as amended,
and Sections 36-27B-1 through 36-27B-6, as amended.

The Retirement Systems of Alabama issues a publicly available financial report that includes
financial statements and required supplementary information for the Teachers’ Retirement
System of Alabama. That report may be obtained by writing to The Retirement Systems of
Alabama, 135 South Union Street, Montgomery, Alabama 36130-2150.

B. Funding Policy

Employees, with the exception of full-time law enforcement officers, are required by statute to
contribute 5 percent of their salary to the Teachers’ Retirement System. As of January 1, 2001,
full-time law enforcement officers (as defined by Act Number 2000-669, Acts of Alabama,
page 1335) are required by statute to contribute 6 percent of their salary to the Teachers’
Retirement System. T. A. Lawson State Community College is required to contribute the
remaining amounts necessary to fund the actuarially determined contributions to ensure
sufficient assets will be available to pay benefits when due. Each year the Teachers’ Retirement
System recommends to the Legislature the contribution rate for the following fiscal year, with
the Legislature setting this rate in the annual appropriation bill. The percentages of the
contributions and the amount of contributions made by T. A. Lawson State Community College
and its employees equal the required contributions for each year as follows:

Fiscal Year Ended September 30, 2007 2006 2005
Total Percentage of Covered Payroll 14.36% 13.17% 12.03%
Contributions:
Percentage Contributed by the College 9.36% 8.17% 7.03%
Percentage Contributed by the Employees 5.00% 5.00% 5.00%
Contributed by the College $1,233,282.63 $1,195,328.21 $ 867,335.29
Contributed by the Employees 658,804.82 731,535.01 616,881.43
Total Contributions $1,892,087.45 $1,926,863.22 $1,484,216.72
T. A. Lawson State Community College 13
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Notes to the Financial Statements
For the Year Ended September 30, 2007

Note 6 — Other Postemployment Benefits (OPEB)

The Public Education Employees’ Health Insurance Fund (PEEHIF) was established in
1983 under the provisions of Act Number 455 to provide a uniform plan of health insurance for
current and retired employees of state educational institutions. The plan is administered by the
Public Education Employees’ Health Insurance Board (PEEHIB). The employer’s share of
premiums for retired College employee’s health insurance is included as part of the premium for
active employees and is funded on a pay-as-you go basis. Retirees who are eligible for Medicare
benefits must pay $1.14 per month for coverage while those who are not eligible must pay
$90.00 per month for the coverage. The estimated portion of health insurance premiums paid by
the College for retired employees was approximately $746,013.89 for fiscal year 2007. The
College has no responsibility for the payment of health care benefits, beyond the payment of the
premium, for retired employees.

Note 7 — Construction and Other Significant Commitments

As of September 30, 2007, T. A. Lawson State Community College had been awarded
approximately $5,858,651.98 in contracts and grants on which performance had not been
accomplished and funds had not been received. These awards, which represent commitments of
sponsors to provide funds for specific purposes, have not been reflected in the financial
statements.

Note 8 — Accounts Payable

Accounts payable and accrued liabilities represent amounts due at September 30, 2007, for goods
and services received prior to the end of the fiscal year.

Salaries and Wages $ 826,507.60
Benefits 21,720.41
Interest Payable 135,619.68
Supplies 201,216.46
Total $1,185,064.15
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Notes to the Financial Statements
For the Year Ended September 30, 2007

Note 9 — Lease Obligations

Capital Leases

The College is acquiring a Residence Hall under a lease agreement, which provides for the
College to purchase the building over a period of years. The College also leases a VVoice-over-
Internet Protocol telephone system, which are classified as capital leases. Minimum lease
payments under capital leases together with the present value of the net minimum lease payments
are shown in the table below:

Telephone Residence
Fiscal Years System Hall Totals
2007-2008 $ 79,818.00 $ 534,300.00 $ 614,118.00
2008-2009 79,818.00 534,300.00 614,118.00
2009-2010 79,818.00 534,300.00 614,118.00
2010-2011 79,818.00 534,300.00 614,118.00
2011-2012 534,300.00 534,300.00
2012-2013 534,300.00 534,300.00
2013-2014 534,300.00 534,300.00
2014-2015 534,300.00 534,300.00
2015-2016 534,300.00 534,300.00
2016-2017 534,300.00 534,300.00
2017-2018 534,300.00 534,300.00
2018-2019 534,300.00 534,300.00
2019-2020 534,300.00 534,300.00
2020-2021 534,300.00 534,300.00
2021-2022 356,198.98 356,198.98
Minimum Lease Payments 319,272.00 7,836,398.98 8,155,670.98
Less: Amounts Representing Interest 28,102.15 3,091,904.65 3,120,006.80
Present Value of Net Minimum Lease Payments  $291,169.85 $4,744,494.33 $5,035,664.18
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Notes to the Financial Statements
For the Year Ended September 30, 2007

Note 10 — Long-Term Liabilities

Long-term liabilities activity for the year ended September 30, 2007, was as follows:

Beginning Ending Current
Balance Additions Reductions Balance Portion
Bonds Payable:
Revenue Bonds $ 9,070,000.00 $ $(425,000.00) $ 8,645,000.00 $440,000.00
Capital Leasehold Payable 5,159,064.00 (123,399.82) 5,035,664.18 252,596.47
Other Liabilities
Compensated Absences 974,813.79 94,186.98 1,069,000.77 106,900.09
Total Long-Term Liabilities $10,044,813.79 $5,253,250.98 $(548,399.82) $14,749,664.95 $799,496.56

The Revenue Bonds issued in February 1998 provided funds for the construction of a new wing

for an existing building and to acquire a classroom building.

The Revenue Bonds issued in November 2003 provided funds for the construction of the

Alabama Center for Advanced Technology and Training Building.

A trustee holds sinking fund deposits, including earnings on investments of these deposits.
Revenue from student tuition and fees sufficient to pay the annual debt service are pledged to
secure the bonds. Principal and interest maturity requirements on bond debt are as follows:

1998 Revenue Bonds 2003 Revenue Bonds

Fiscal Year Principal Interest Principal Interest Totals
2007-2008 $ 105,000.00 $ 70,253.75 $ 335,000.00 $ 296,451.26 $ 806,705.01
2008-2009 110,000.00 65,415.00 345,000.00 282,213.76 802,628.76
2009-2010 115,000.00 60,238.75 355,000.00 271,676.26 801,915.01
2010-2011 120,000.00 54,745.00 370,000.00 260,671.26 805,416.26
2011-2012 130,000.00 48,837.50 380,000.00 248,183.76 807,021.26
2012-2013 135,000.00 42,375.00 395,000.00 234,105.00 806,480.00
2013-2014 140,000.00 35,500.00 410,000.00 218,792.50 804,292.50
2014-2015 150,000.00 28,250.00 425,000.00 202,905.00 806,155.00
2015-2016 155,000.00 20,625.00 445,000.00 185,905.00 806,530.00
2016-2017 165,000.00 12,625.00 460,000.00 166,660.00 804,285.00
2017-2018 170,000.00 4,250.00 480,000.00 147,340.00 801,590.00
2018-2019 500,000.00 126,700.00 626,700.00
2019-2020 525,000.00 104,700.00 629,700.00
2020-2021 550,000.00 81,075.00 631,075.00
2021-2022 575,000.00 55,225.00 630,225.00
2022-2023 600,000.00 28,200.00 628,200.00

Totals $1,495,000.00 $443,115.00 $7,150,000.00 $2,910,803.80 $11,998,918.80
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Notes to the Financial Statements
For the Year Ended September 30, 2007

The College has bond issuance costs in connection with the issuance of its 1998 and 2003 Series
Tuition Revenue Bonds. The issuance costs are being amortized using the straight-line method
over the life of the bonds.

1998 2003 Total
Issuance Issuance Issuance

Costs Costs Costs
Total Issuance Costs $42,300.00 $264,483.35 $306,783.35
Amount Amortized Prior Years 19,035.00 39,672.51 58,707.51
Balance Issuance Costs 23,265.00 224,810.84  248,075.84
Current Amount Amortized 2,115.00 13,224.17 15,339.17,
Balance Issuance Costs $21,150.00 $211,586.67 $232,736.67

Note 11 — Risk Management

The College is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
College has insurance for its buildings and contents through the State Insurance Fund (SIF), part
of the State of Alabama, Department of Finance; Division of Risk Management which operates
as a common risk management and insurance program for state owned properties. The College
pays an annual premium based on the amount of coverage requested. The SIF provides coverage
up to $2 million per occurrence and is self-insured up to a maximum of $6 million in aggregate
claims. The SIF purchases commercial insurance for claims, which in the aggregate exceed
$6 million. The College purchases commercial insurance for its automobile coverage, general
liability, and professional legal liability coverage. In addition, the College has fidelity bonds on
the College’s president, business manager, and financial aid director as well as on all other
college personnel who handle funds.

Employee health insurance is provided through the Public Education Employees’ Health
Insurance Fund (PEEHIF) administered by the Public Education Employees’ Health Insurance
Board (PEEHIB). The Fund was established to provide a uniform plan of health insurance for
current and retired employees of state educational institutions and is self-sustaining. Monthly
premiums for employee and dependent coverage are determined annually by the plan’s actuary
and based on anticipated claims in the upcoming year, considering any remaining fund balance
on hand available for claims. The College contributes a specified amount monthly to the
PEEHIF for each employee and this amount is applied against the employee’s premiums for the
coverage selected and the employee pays any remaining premium.
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Notes to the Financial Statements
For the Year Ended September 30, 2007

Settled claims resulting from these risks have not exceeded the College’s coverage in any of the
past three fiscal years.

Claims which occur as a result of employee job-related injuries may be brought before the State
of Alabama Board of Adjustment. The Board of Adjustment serves as an arbitrator and its
decision is binding. If the Board of Adjustment determines that a claim is valid, it decides the
proper amount of compensation (subject to statutory limitations) and the funds are paid by the
College.

Note 12 — Restatement of Beginning Net Assets

Beginning Net Assets September 30, 2006 $20,715,753.99
Prior Period Adjustments
Adjustments to Revenue and Expenditures 4,584.91
Adjustments to Reverse Prior Year Amounts (161,641.58)
Net Assets October 1, 2006, as Restated $20,558,697.32
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Schedule of Expenditures of Federal Awards
Birmingham and Bessemer Campuses Combined
For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
Student Financial Assistance Cluster
U. S. Department of Education
Direct Programs
Federal Supplemental Educational Opportunity Grants 84.007
Federal Supplemental Educational Opportunity Grants 84.007
Federal Supplemental Educational Opportunity Grants 84.007
Federal Work-Study Program 84.033
Federal Work-Study Program 84.033
Federal Pell Grant Program 84.063
Federal Pell Grant Program 84.063
Federal Pell Grant Program Administrative Allowance 84.063
Federal Pell Grant Program Administrative Allowance 84.063
Academic Competitiveness Grants 84.375
Total Student Financial Assistance Cluster (M)
TRIO Cluster
U. S. Department of Education
Direct Programs
TRIO - Student Support Services 84.042
TRIO - Student Support Services 84.042
TRIO - Student Support Services 84.042
TRIO - Upward Bound 84.047
TRIO - Upward Bound 84.047
TRIO - Upward Bound 84.047
Total TRIO Cluster (M)
OTHER FEDERAL AWARDS
U. S. Department of Education
Direct Programs
Higher Education - Institutional Aid 84.031
Higher Education - Institutional Aid 84.031
Higher Education - Institutional Aid 84.031
Total Higher Education - Institutional Aid (M)
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Total Gaining Early Awareness and Readiness
for Undergraduate Programs (M)
T. A. Lawson State Community College
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures

07/01/2007-06/30/2008 157,932.00 $ 157,932.00 $ 17,519.28 $ 17,519.28
07/01/2006-06/30/2007 75,987.00 75,987.00 71,432.00 71,432.00
07/01/2005-06/30/2006 158,300.00 158,300.00 15,830.00 15,830.00
07/01/2007-06/30/2008 249,714.00 249,714.00 14,145.41 14,145.41
07/01/2006-06/30/2007 249,714.00 249,714.00 221,498.01 221,498.01
07/01/2007-06/30/2008 5,213,071.00 5,213,071.00 2,882,891.35 2,882,891.35
07/01/2006-06/30/2007 5,806,065.45 5,806,065.45 3,339,970.95 3,339,970.95
07/01/2007-06/30/2008 575.00 575.00 575.00 575.00
07/01/2006-06/30/2007 11,905.00 11,905.00 11,905.00 11,905.00
07/01/2006-06/30/2007 2,625.00 2,625.00 2,625.00 2,625.00
6,578,392.00 6,578,392.00

09/01/2007-08/31/2008 586,120.00 586,120.00 42,473.20 42,473.20
09/01/2006-08/31/2007 586,120.00 586,120.00 518,487.78 518,487.78
09/01/2005-08/31/2006 586,120.00 586,120.00 20,294.12 20,294.12
09/01/2006-08/31/2007 329,329.00 329,329.00 309,780.23 309,780.23
09/01/2005-08/31/2006 329,329.00 329,329.00 5,374.29 5,374.29
09/01/2006-08/31/2007 222,916.00 222,916.00 195,543.85 195,543.85
1,091,953.47 1,091,953.47

10/01/2006-09/30/2007 2,340,311.00 2,340,311.00 1,395,824.66 1,395,824.66
10/01/2005-09/30/2006 2,284,732.00 2,284,732.00 386,834.49 386,834.49
10/01/2004-09/30/2005 2,141,014.00 2,141,014.00 38,581.07 38,581.07
1,821,240.22 1,821,240.22

09/15/2007-09/14/2008 1,120,875.00 511,920.00 27,104.41 27,104.41
09/15/2006-09/14/2007 1,120,875.00 511,920.00 501,372.35 501,372.35
09/15/2005-09/14/2006 1,120,875.00 $ 511,920.00 38,049.29 38,049.29
$ 566,526.05 $ 566,526.05
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Schedule of Expenditures of Federal Awards
Birmingham and Bessemer Campuses Combined
For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
U. S. Department of Education
Passed Through Alabama Department of Education

Vocational Education - Basic Grants to States (M) 84.048 N.A.
Passed Through Jefferson State Community College

Tech-Prep Education 84.243 N.A.
Passed Through J. F. Ingram State Technical College

Adult Education - State Grant Program (M) 84.002 N.A.
Passed Through Alabama Department of
Postsecondary Education

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.
U. S. Department of Housing and Urban Development
Direct Program

Historically Black Colleges and Universities Program 14.520
Passed Through the Housing Authority of the Birmingham District

Public and Indian Housing 14.850 N.A.
U. S. Department of Labor
Direct Program

WIA Pilots, Demonstrations, and Research Projects 17.261
U. S. Department of the Treasury
Direct Program

Low-Income Taxpayer Clinics 21.008

Low-Income Taxpayer Clinics 21.008

Total Low-Income Taxpayer Clinics

National Aeronautics and Space Administration
Direct Program

Aerospace Education Services Program 43.001

Aerospace Education Services Program 43.001

Total Aerospace Education Services Program
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures

10/01/2006-09/30/2007 458,011.31 $ 458,011.31 $ 458,011.29 $ 458,011.29
10/01/2006-09/30/2007 12,000.00 12,000.00 12,000.00 12,000.00
10/01/2006-09/30/2007 48,950.00 48,950.00 48,950.00 48,950.00
07/01/2006-06/30/2007 15,000.00 15,000.00 15,000.00 15,000.00
07/01/2006-06/30/2007 149,279.00 149,279.00 149,279.00 149,279.00
07/01/2007-06/30/2008 801,096.00 801,096.00 161,927.86 161,927.86
07/01/2006-06/30/2007 754,276.00 754,276.00 583,801.63 583,801.63
10/16/2003-10/16/2006 1,472,073.00 550,000.00 101,509.00 101,509.00
10/01/2006-05/05/2007 14,400.00 14,400.00 8,716.83 8,716.83
02/01/2005-08/31/2006 238,290.00 238,290.00 9,734.18 9,734.18
01/01/2007-12/31/2008 25,000.00 25,000.00 12,764.89 12,764.89
01/01/2006-12/31/2006 25,000.00 25,000.00 10,134.02 10,134.02

22,898.91 22,898.91
07/01/2005-06/30/2008 300,000.00 300,000.00 17,591.03 17,591.03
11/01/2004-10/31/2007 180,000.00 $ 180,000.00 20,992.79 20,992.79

38,583.82 % 38,583.82
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Schedule of Expenditures of Federal Awards
Birmingham and Bessemer Campuses Combined

For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
National Science Foundation
Direct Program

Education and Human Resources 47.076

Education and Human Resources 47.076

Total Education and Human Resources (M)

U. S. Department of Health and Human Services
Passed Through the University of Alabama at Birmingham

Biomedical Research and Research Training 93.859 N.A.
Appalachian Regional Commission
Direct Program

Appalachian Regional Development 23.001

Total Federal Awards

(M) = Denotes Major Program
N.A. = Not Available

The accompanying Notes to the Schedule of Expenditures of Federal Awards is an integral part of this schedule.
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures
09/01/2006-08/31/2008 % 149,518.00 $ 149,518.00 $ 148,518.00 $ 148,518.00
09/01/2005-08/31/2008 784,878.00 784,878.00 251,892.35 251,892.35
400,410.35 400,410.35
02/01/2006-01/31/2007 29,760.00 29,760.00 29,760.00 29,760.00
10/01/2005-09/30/2006  $ 5,000.00 $ 5,000.00 1,372.58 1,372.58

$ 12,100,067.19 $ 12,100,067.19
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Schedule of Expenditures of Federal Awards
Birmingham Campus - Schedule 1
For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
Student Financial Assistance Cluster
U. S. Department of Education
Direct Programs
Federal Supplemental Educational Opportunity Grants 84.007
Federal Supplemental Educational Opportunity Grants 84.007
Federal Supplemental Educational Opportunity Grants 84.007
Federal Work-Study Program 84.033
Federal Work-Study Program 84.033
Federal Pell Grant Program 84.063
Federal Pell Grant Program 84.063
Federal Pell Grant Program Administrative Allowance 84.063
Federal Pell Grant Program Administrative Allowance 84.063
Academic Competitiveness Grants 84.375
Total Student Financial Assistance Cluster (M)
TRIO Cluster
U. S. Department of Education
Direct Programs
TRIO - Student Support Services 84.042
TRIO - Student Support Services 84.042
TRIO - Student Support Services 84.042
TRIO - Upward Bound 84.047
TRIO - Upward Bound 84.047
TRIO - Upward Bound 84.047
Total TRIO Cluster (M)
OTHER FEDERAL AWARDS
U. S. Department of Education
Direct Programs
Higher Education - Institutional Aid 84.031
Higher Education - Institutional Aid 84.031
Higher Education - Institutional Aid 84.031
Total Higher Education - Institutional Aid (M)
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Gaining Early Awareness and Readiness for Undergraduate Programs 84.334
Total Gaining Early Awareness and Readiness for
Undergraduate Programs (M)
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures

07/01/2007-06/30/2008 157,932.00 $ 157,932.00 $ 17,519.28 $ 17,519.28
07/01/2006-06/30/2007 75,987.00 75,987.00 71,432.00 71,432.00
07/01/2005-06/30/2006 158,300.00 158,300.00 15,830.00 15,830.00
07/01/2007-06/30/2008 249,714.00 249,714.00 14,145.41 14,145.41
07/01/2006-06/30/2007 249,714.00 249,714.00 221,498.01 221,498.01
07/01/2007-06/30/2008 5,213,071.00 5,213,071.00 2,882,891.35 2,882,891.35
07/01/2006-06/30/2007 5,806,065.45 5,806,065.45 3,339,970.95 3,339,970.95
07/01/2007-06/30/2008 575.00 575.00 575.00 575.00
07/01/2005-06/30/2006 11,905.00 11,905.00 11,905.00 11,905.00
07/01/2006-06/30/2007 2,625.00 2,625.00 2,625.00 2,625.00
6,578,392.00 6,578,392.00

09/01/2007-08/31/2008 586,120.00 586,120.00 42,473.20 42,473.20
09/01/2006-08/31/2007 586,120.00 586,120.00 518,487.78 518,487.78
09/01/2005-08/31/2006 586,120.00 586,120.00 20,294.12 20,294.12
09/01/2006-08/31/2007 329,329.00 329,329.00 309,780.23 309,780.23
09/01/2005-08/31/2006 329,329.00 329,329.00 5,374.29 5,374.29
09/01/2006-08/31/2007 222,916.00 222,916.00 195,543.85 195,543.85
1,091,953.47 1,091,953.47

10/01/2006-09/30/2007 2,340,311.00 2,340,311.00 1,395,824.66 1,395,824.66
10/01/2005-09/30/2006 2,284,732.00 2,284,732.00 386,834.49 386,834.49
10/01/2004-09/30/2005 2,141,014.00 2,141,014.00 38,581.07 38,581.07
1,821,240.22 1,821,240.22

09/15/2007-09/14/2008 1,120,875.00 511,920.00 27,104.41 27,104.41
09/15/2006-09/14/2007 1,120,875.00 511,920.00 501,372.35 501,372.35
09/15/2005-09/14/2006 1,120,875.00 $ 511,920.00 38,049.29 38,049.29
$ 566,526.05 $ 566,526.05
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Schedule of Expenditures of Federal Awards

Birmingham Campus - Schedule 1

For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
U. S. Department of Education
Passed Through Alabama Department of Education

Vocational Education - Basic Grants to States (M) 84.048 N.A.
Passed Through Jefferson State Community College

Tech-Prep Education 84.243 N.A.
Passed Through J. F. Ingram State Technical College

Adult Education - State Grant Program (M) 84.002 N.A.
Passed Through Alabama Department of
Postsecondary Education

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.

Adult Education - State Grant Program (M) 84.002 N.A.
U. S. Department of Housing and Urban Development
Direct Program

Historically Black Colleges and Universities Program 14.520
Passed Through the Housing Authority of the Birmingham District

Public and Indian Housing 14.850 N.A.
U. S. Department of Labor
Direct Program

WIA Pilots, Demonstrations, and Research Projects 17.261
U. S. Department of the Treasury
Direct Program

Low-Income Taxpayer Clinics 21.008

Low-Income Taxpayer Clinics 21.008

Total Low-Income Taxpayer Clinics

National Aeronautics and Space Administration
Direct Program

Aerospace Education Services Program 43.001

Aerospace Education Services Program 43.001

Total Aerospace Education Services Program
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures

10/01/2006-09/30/2007 260,110.53 $ 260,110.53 $ 260,110.53 $ 260,110.53
10/01/2006-09/30/2007 12,000.00 12,000.00 12,000.00 12,000.00
10/01/2006-09/30/2007 48,950.00 48,950.00 48,950.00 48,950.00
07/01/2006-06/30/2007 15,000.00 15,000.00 15,000.00 15,000.00
07/01/2006-06/30/2007 149,279.00 149,279.00 149,279.00 149,279.00
07/01/2007-06/30/2008 801,096.00 801,096.00 161,927.86 161,927.86
07/01/2006-06/30/2007 754,276.00 754,276.00 583,801.63 583,801.63
10/16/2003-10/16/2006 1,472,073.00 550,000.00 101,509.00 101,509.00
10/01/2006-05/05/2007 14,400.00 14,400.00 8,716.83 8,716.83
02/01/2005-08/31/2006 238,290.00 238,290.00 9,734.18 9,734.18
01/01/2007-12/31/2008 25,000.00 25,000.00 12,764.89 12,764.89
01/01/2006-12/31/2006 25,000.00 25,000.00 10,134.02 10,134.02

22,898.91 22,898.91
07/01/2005-06/30/2008 300,000.00 300,000.00 17,591.03 17,591.03
11/01/2004-10/31/2007 180,000.00 $ 180,000.00 20,992.79 20,992.79

38,583.82 % 38,583.82
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Schedule of Expenditures of Federal Awards

Birmingham Campus - Schedule 1
For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
National Science Foundation
Direct Program

Education and Human Resources 47.076

Education and Human Resources 47.076

Total Education and Human Resources (M)

U. S. Department of Health and Human Services
Passed Through the University of Alabama at Birmingham

Biomedical Research and Research Training 93.859 N.A.
Appalachian Regional Commission
Direct Program

Appalachian Regional Development 23.001

Total Federal Awards

(M) = Denotes Major Program
N.A. = Not Available

The accompanying Notes to the Schedule of Expenditures of Federal Awards is an integral part of this schedule.
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures
09/01/2006-08/31/2008 % 149,518.00 $ 149,518.00 $ 148,518.00 $ 148,518.00
09/01/2005-08/31/2008 784,878.00 784,878.00 251,892.35 251,892.35
400,410.35 400,410.35
02/01/2006-01/31/2007 29,760.00 29,760.00 29,760.00 29,760.00
10/01/2005-09/30/2006  $ 5,000.00 $ 5,000.00 1,372.58 1,372.58

$ 11,902,166.43 $ 11,902,166.43
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Schedule of Expenditures of Federal Awards
Bessemer Campus - Schedule 2
For the Year Ended September 30, 2007

Federal Grantor/ Federal Pass-Through
Pass-Through Grantor/ CFDA Grantor's
Program Title Number Number
OTHER FEDERAL AWARDS
U. S. Department of Education
Passed Through Alabama Department of Education

Vocational Education - Basic Grants to States (M) 84.048 N.A.

Total Federal Awards

(M) = Denotes Major Program
N.A. = Not Available

The accompanying Notes to the Schedule of Expenditures of Federal Awards is an integral part of this schedule.
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Budget

Assistance Federal Revenue
Period Total Share Recognized Expenditures
10/01/2006-09/30/2007 $ 197,900.76 $ 197,900.76 $ 197,900.76 $ 197,900.76
$ 197,900.76 $ 197,900.76
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Notes to the Schedule of Expenditures

of Federal Awards
For the Year Ended September 30, 2007

Note 1 — Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of T. A. Lawson State Community College and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Therefore, some amounts presented in this schedule may differ from amounts presented in or
used in the preparation of the basic financial statements.

Note 2 — Loans Outstanding

The T. A. Lawson State Community College had the following loan balances outstanding at
September 30, 2007. These loan balances outstanding are not included in the federal
expenditures presented in the schedule.

Federal CFDA Amount
Program Title Number Outstanding
Federal Perkins Loan Program — Federal Capital Contributions 84.038 $40,297.56
Nursing Student Loans 93.364 $49,605.96
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Additional Information
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College Officials
October 1, 2006 through September 30, 2007

Officials Position Address
Dr. Perry W. Ward President 3060 Wilson Road, Southwest
Birmingham, Alabama 35221
Mrs. Sharon S. Crews, C.P.A.  Vice-President for 3060 Wilson Road, Southwest
Administrative and Birmingham, Alabama 35221

Student Services

T. A. Lawson State Community College 36 Exhibit #5
Birmingham, Alabama




Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance With

Government Auditing Standards

We have audited the financial statements of T. A. Lawson State Community College
as of and for the year ended September 30, 2007 and have issued our report thereon dated
August 22, 2008. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered T. A. Lawson State Community College’s
internal control over financial reporting as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financial statements, but not for the purposes of
expressing an opinion on the effectiveness of the T. A. Lawson State Community College’s
internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the T. A. Lawson State Community College’s internal control over financial
reporting.

A control deficiency exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned function, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination
of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the entity’s
financial statements that is more than inconsequential will not be prevented or detected by the
entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in the internal control that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance With

Government Auditing Standards

Compliance and Other Matters

As part of obtaining reasonable assurance about whether T. A. Lawson State Community
College’s financial statements are free of material misstatement, we performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Government Auditing Standards.

This report is intended solely for the information and use of management, other state officials,
federal awarding agencies and pass-through entities and is not intended to be and should not be

used by anyone other than these specified parties.

Ronald L. Jones
Chief Examiner
Department of Examiners of Public Accounts

August 22, 2008
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Report on Compliance With Requirements Applicable to Each
Major Program and on Internal Control Over Compliance in
Accordance With OMB Circular A-133

Compliance

We have audited the compliance of T. A. Lawson State Community College with the types of
compliance requirements described in the U. S. Office of Management and Budget (OMB)
Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended September 30, 2007. T. A. Lawson State Community College’s
major federal programs are identified in the Summary of Examiner’s Results Section of the
accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements
of laws, regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of T. A. Lawson State Community College’s management. Our responsibility is to
express an opinion on T. A. Lawson State Community College’s compliance based on our audit.

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

In our opinion, T. A. Lawson State Community College complied, in all material respects, with
the requirements referred to above that are applicable to each of its major federal programs for
the year ended September 30, 2007.

Internal Control Over Compliance

The management of T. A. Lawson State Community College is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations,
contracts and grants applicable to federal programs. In planning and performing our audit, we
considered T. A. Lawson State Community College’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to
determine our auditing procedures for the purpose of expressing our opinion on compliance, but
not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of T. A. Lawson
State Community College’s internal control over compliance.
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Report on Compliance With Requirements Applicable to Each
Major Program and on Internal Control Over Compliance in
Accordance With OMB Circular A-133

A control deficiency in an entity’s internal control over compliance exists when the design and
operation of a control does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the entity’s
ability to administer a federal program such that there is more than a remote likelihood that
noncompliance with a type of compliance requirement of a federal program that is more than
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that material noncompliance with a type of compliance
requirement of a federal program will not be prevented or detected by the entity’s internal
control.

Our consideration of the internal control over compliance was for the limited purpose described
in the first paragraph of this section and would not necessarily identify all deficiencies in internal
control that might be significant deficiencies or material weaknesses. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as
defined above.

This report is intended solely for the information and use of management, others within the
entity, federal awarding agencies and pass-through entities and is not intended to be and should
not be used by anyone other than these specified parties.

sl X o

Ronald L. Jones
Chief Examiner
Department of Examiners of Public Accounts

August 22, 2008
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Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Section | — Summary of Examiner's Results

Financial Statements

Type of opinion issued: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? Yes X __No
Significant deficiency(ies) identified that are
not considered to be material weakness(es)? Yes X None reported
Noncompliance material to financial
statements noted? Yes X _No

Federal Awards

Internal control over major programs:

Material weakness(es) identified? Yes X _No
Significant deficiency(ies) identified that are

not considered to be material weakness(es)? Yes X None reported
Type of opinion issued on compliance for

major programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with
Section 510(a) of Circular A-133? Yes X _No
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Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Section | — Summary of Examiner's Results

Identification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

Student Financial Assistance Cluster

84.007 Federal Supplemental Educational
Opportunity Grants

84.033 Federal Work-Study Program

84.063 Federal Pell Grant Program

84.038 Federal Perkins Loan Program — Federal
Capital Contributions

84.375 Academic Competitiveness Grants

93.364 Nursing Student Loans

TRIO-Cluster

84.042 TRIO-Student Support Services

84.047 TRIO-Upward Bound

84.031 Higher Education-Institutional Aid

84.334 Gaining Early Awareness and Readiness for

Undergraduate Programs

84.048 Vocational Education-Basic Grants to States

84.002 Adult Education-State Grant Program

47.076 Education and Human Resources

Dollar threshold used to distinguish between

Type A and Type B programs: $363,002
Auditee qualified as low-risk auditee? X Yes No
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Schedule of Findings and Questioned Costs
For the Year Ended September 30, 2007

Section Il — Financial Statement Findings (GAGAS)

Ref. Type of Questioned
No. Finding Finding/Noncompliance Costs
The audit did not disclose any findings required
to be reported.

Section Il — Federal Awards Findings and Questioned Costs
Ref. CFDA Questioned
No. No. Program Finding/Noncompliance Costs

The audit did not disclose any findings or
questioned costs required to be reported.
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