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INDEPENDENT AUDITORS’ REPORT



 

ePace File Room – 75223 2 

INDEPENDENT AUDITORS’ REPORT 

To the Board of Trustees 
Napa Valley Community College District 
Napa, California 

We have audited the accompanying financial statements of the business-type activities and the 
discretely presented component unit of Napa Valley Community College District (the District) as of 
and for the year ended June 30, 2006, which collectively comprise the District’s financial statements 
as listed in the table of contents.  These financial statements are the responsibility of the District's 
management.  Our responsibility is to express opinions on these financial statements based on our 
audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards for financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States.  Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement.  An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements.  An audit also includes assessing the accounting 
principles used and significant estimates made by management, as well as evaluating the overall 
financial statement presentation.  We believe that our audit provides a reasonable basis for our 
opinions. 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of the business-type activities and discretely presented component unit 
of the District as of June 30, 2006, and the respective changes in financial position and cash flows 
thereof for the year then ended in conformity with accounting principles generally accepted in the 
United States of America.  

In accordance with Government Auditing Standards, we have also issued our report dated 
February 20, 2007, 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, grant 
agreements, and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance, and the results of the testing, and not to 
provide an opinion on the internal control over financial reporting or on compliance.  That report is 
an integral part of an audit performed in accordance with Government Auditing Standards and should 
be considered in assessing the results of our audit.  

The management’s discussion and analysis on pages 5 through 12 are not a required part of the 
financial statements but are supplemental information required by accounting principles generally 
accepted in the United States of America.  We have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplemental information.  However, we did not audit the information 
and express no opinion on it. 
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INDEPENDENT AUDITORS’ REPORT 
Continued 

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

 

 
 
February 20, 2007 
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NEW ACCOUNTING STANDARDS 

In June 1999, the Governmental Accounting Standard’s Board (GASB) released Statement No. 34 
entitled, Basic Financial Statements—and Management’s Discussion and Analysis—for State and 
Local Governments, which established a new reporting format for annual financial statements. In 
November 1999, GASB released Statement No. 35, Basic Financial Statements—and Management’s 
Discussion and Analysis—for Public Colleges and Universities, which applies the new reporting 
standards to public colleges and universities.  Napa Valley Community College District (District) 
adopted these new standards in the 2002-03 fiscal year.  

The California Community College Chancellor’s Office recommended that all state community 
college districts follow the new standards under the Business Type Activity (BTA) model. The 
District has adopted the BTA reporting model for these financial statements to comply with the 
recommendation of the Chancellor’s Office and to report in a manner consistent and comparable with 
other community college districts.  

The following management's discussion and analysis (MD&A) provides an overview of the District’s 
financial activities.  

MAJOR ADJUSTMENTS NOTED 

As required by the accounting principles, the annual report consists of three basic financial statements 
that provide information on the District as a whole: the statement of net assets; the statement of 
revenues, expenses and changes in net assets; and the statement of cash flows. The information 
provided on the statements in the MD&A includes all funds, including the Student Association and 
Agency funds, but excludes the Napa Valley College Foundation. Each statement will be discussed 
separately. 

Under the BTA model of financial reporting, a single entity-wide statement is required to report 
financial activity for all funds of the District.  As this is a variance from the previous fund-type 
presentation, the following information is provided to help with the understanding of the financial 
statements.  

FINANCIAL AND ATTENDANCE HIGHLIGHTS 

The District’s full-time equivalent students (FTES) eligible for state funding decreased  (45 FTES) in 
2005-06 to 5,795.89.  Therefore, the District received no new growth revenue for the 2005-06 fiscal 
year. 

The 2005-06 Budget Act included a 4.23% cost of living adjustment (COLA).  Partnership for 
Excellence (PFE) funds were included in the base and the PFE funds that had been withheld in 2004-
2005 were restored in 2005-2006.  In addition, the District received a portion of the equalization 
funds that were included in the 2005-2006 state budget.   
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The statement of net assets includes all assets and liabilities using the accrual basis of accounting, 
which is similar to the accounting method used by most private sector organizations.  Net assets, the 
difference between assets and liabilities, are an indicator of the financial health of a 
district.

2006 2005 Change

ASSETS

CURRENT ASSETS
Cash and cash equivalents 5,629,765$     5,085,502$     11%
Short term investments 161,176 441,762         100%
Receivables 3,561,602 2,489,520      43%
Inventory, prepaid, and other assets 527,305 385,107         37%
Total Current Assets 9,879,848        8,401,891        18%

NONCURRENT ASSETS
Restricted cash and cash equivalents 74,670,338 82,863,057    -10%
Deferred charges 1,203,861      1,501,526      -20%
Capital asset - net 40,372,410 27,635,111    46%
Total Noncurrent Assets 116,246,609    111,999,694    4%

Total Assets 126,126,457$  120,401,585$  5%

LIABILITIES

CURRENT LIABILITIES
Accounts payables and accrued liabilities 4,344,226$     3,547,686$     22%
Deferred revenue 2,095,353 1,169,786      79%
Other current liabilities 4,686,143 3,925,300      19%
Total Current Liabilities 11,125,722      8,642,772        29%

NONCURRENT LIABILITIES
Long-term liabilities - noncurrent portion 88,868,737 92,634,656    -4%

Total Liabilities 99,994,459      101,277,428    -1%

NET ASSETS

Invested in capital assets - net 15,525,186 14,954,743      4%
Restricted 4,501,859 3,002,698        50%
Unrestricted:

Reserve for noncash assets 1,731,166      1,886,633      -8%
Designated for capital and other projects 8,908,464      5,301,226      68%
General contingency reserve (4,534,677)     (6,021,143)     -25%

Total Unrestricted 6,104,953        1,166,716        423%

Total Net Assets 26,131,998      19,124,157      37%

Total Liabilities and Net Assets 126,126,457$  120,401,585$  5%
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Current cash and cash equivalents consist mainly of cash in the county treasury. 

Receivables include receivables from state and federal grants as well as general apportionment earned 
but not received by year end.  Increase is due to increase in bond fund interest and in financial aid 
funds receivable.  The remaining amount relates to federal and state grants and contracts. 

Restricted cash and cash equivalents consist of amounts relating to the Debt Service Fund, the Capital 
Outlay Projects Fund, and the two bond projects funds. 

Net capital assets are the historical value of land, buildings, and equipment less accumulated 
depreciation.  The footnotes to the financial statements contain a breakdown of the net capital assets. 

Accounts payable and accrued liabilities consist mainly of payables due to vendors and the 
government of $4,344,226. 

Deferred revenue relates to federal, state, and local program funds received but not yet earned as of 
the end of the fiscal year.  Most grant funds are earned when expended (up to the grant amount 
awarded).  Also included are deferred enrollment fees for the 2005-06 fiscal year of $203,701. 

Other current liabilities include the amounts held in trust for others and the current portion of long-
term debt.  Long-term liabilities (noncurrent portion) are long-term debt to be paid in one year or 
later.  Compensated absences payable of $1,124,429, general obligation bonds and related liabilities 
of $90,442,418, and early retirement incentives of $469,321 are the major components of the 
noncurrent portion. 

Board policy states that in accordance with fiscal guidelines recommended by the State Chancellor’s 
Office, the District maintain a contingency reserve of approximately 5% of the General Fund during 
fiscal year 2005-06.  Restricted net assets consist primarily of net assets held in the Debt Service 
Fund. 



MANAGEMENT’S DISCUSSION  
AND ANALYSIS 
June 30, 2006 

Napa Valley Community 
College District

 

 9

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS 

The statement of revenues, expenses, and changes in net assets presents the operating finances of the 
District, as well as the nonoperating revenues and expenses. State general apportionment funds, while 
budgeted for operations, are considered nonoperating revenues according to generally accepted 
accounting principles. 

2006 2005 Change

REVENUES

Operating revenues:
Net tuition and fees 2,792,982$  3,094,926$     -10%
Grants, contracts, and other designated

revenues - noncapital 8,714,721 7,075,293      23%
Auxiliary enterprise - net 1,874,185   1,864,217      1%
Other operating income (payments) 499,592      360,466         39%

Total Operating Revenue 13,881,480      12,394,902      12%

Total Operating Expenses 40,826,370      38,319,578      7%

Operating Income (Loss) (26,944,890)     (25,924,676)     4%

Nonoperating revenues (expenses):
State apportionments - noncapital 1,251,386   1,894,789      -34%
Local property taxes 22,737,975 20,147,734    13%
Lottery and other revenue 1,559,239   1,393,902      12%
Investment income (expense) 669,310      753,364         -11%
Other non-operating revenues (expenses) - net 34,253        56,059            -39%

Total Nonoperating Revenues (Expenses) 26,252,163      24,245,848      8%

Income before other revenues, expenses, 
gains or losses (692,727)        (1,678,828)     -59%

Apportionment and property taxes - capital 7,290,817 4,383,940      66%
Investment income - capital 2,453,618      45,763            5262%
Interest expense - capital (2,019,249)     (2,711,930)     -26%
Other nonoperating revenues-grants/gifts - capital (24,618)          (17,105)          44%

Increase (Decrease) in Net Assets 7,007,841        21,840             31987%

Net Assets - Beginning of Year 19,124,157      19,102,317      0%

Net Assets - End of Year 26,131,998$    19,124,157$    37%
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Net tuition and fees consist of enrollment fees of $1,693,328; nonresident tuition, noncapital portion 
of $198,354; and all other fees of $901,300.  Regular enrollment fees are set by the state for all 
community colleges and were $26 per unit for fiscal year 2005-06.  Regular enrollment fees are 
included in the calculation of general apportionment.  

Auxiliary enterprise, net, is primarily bookstore sales less allowances. 

Other operating income (payments) consists primarily of rentals of District facilities and 
noninstructional fees. 

State apportionments, noncapital, consist of state apportionment of $1,076,634 and Partnership for 
Excellence revenue of $174,752.  State apportionment represents total general apportionment earned 
less regular enrollment fees and property taxes. 

Lottery and other revenues consist primarily of unrestricted state lottery revenue of $730,936. 

There was an increase in investment income due to increasing interest earning rates through the 
period and the interest generated by the sales of approximately $65,000,000 of bonds for construction 
projects that occurred in Spring 2005. 

Revenues

Local Property Taxes
53%

State Apportionment
3%

Grants and Contract
20%

Tuition and Fees
6%

Investment Income
7%

Other
7%

Lottery and Other 
Revenue

4%

 



MANAGEMENT’S DISCUSSION  
AND ANALYSIS 
June 30, 2006 

Napa Valley Community 
College District

 

 11

OPERATING EXPENSES (BY NATURAL CLASSIFICATION) 

 
2006 2005 Change

Compensation 22,903,433$    21,084,337$    9%
Employee benefits 6,450,914      6,178,752      4%
Supplies, materials, other operating expenses and services 9,171,409      8,624,473      6%
Utilities 894,873         892,484          0%
Depreciation 1,405,741      1,539,532      -9%

Total Operating Expenses 40,826,370$    38,319,578$    7%

 
Employee benefits increased primarily due to increases in medical premiums. 
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STATEMENT OF CASH FLOWS 

The statement of cash flows provides information about cash receipts and cash payments during the 
fiscal year.  This statement also helps users assess the District’s ability to generate net cash flows, its 
ability to meet its obligations as they come due, and the need for external financing. 
 

2006 2005 Change

Net cash provided (used) by:
Operating activities (25,822,830)$  (24,143,261)$  7%
Noncapital financing activities 26,530,957    24,718,098    7%
Capital and related financing activities (8,637,169)     59,961,165    -114%
Investment activities 280,586         (441,762)        

Net Increase (Decrease) in Cash (7,648,456)       60,094,240      -113%

Cash - Beginning of Fiscal Year 87,948,559      27,854,319      216%

Cash - End of Fiscal Year 80,300,103$    87,948,559$    -9%
 

Cash receipts from operating activities consist primarily of federal and state grants and contracts of 
$7,403,974.  Cash outlays consist primarily of payments to or on behalf of employees of $29,476,260. 

General apportionment of $2,873,873 and property taxes of $22,688,038 are the primary sources of 
noncapital financing. 

Purchase of capital assets is the main use of cash for capital and related financing activities.  

ECONOMIC FACTORS THAT MAY AFFECT THE FUTURE 

The 2006-07 state budget represents one of the best budgets for community colleges in years.  The 
budget includes a cost of living adjustment (COLA) of 5.92% for general apportionment and selected 
categorical programs.  Student enrollment growth is included in the budget at 2%. The budget also 
includes a reduction in the student enrollment fee from $26 per unit to $20 per unit for the spring 
semester forward.  There are also numerous one-time funding increases in a variety of programs 
including instructional equipment, deferred maintenance, and nursing. 

The entire state funding formula has changed for the first time since 1989.  The new mechanism 
contained in Senate Bill 361 provides a foundation allocation based on total FTES and the number of 
college campuses and centers.  To this base allocation is added a fixed amount per FTES.  This fixed 
amount has been established at a minimum of the 90th percentile for all colleges.  This is a significant 
advance towards equalization for all districts.  Napa gets a substantial increase from this equalization 
methodology.   

The District will not participate in student enrollment growth revenue because no additional FTES 
growth over the prior year is taking place at the college. 

The state outlook for 2007-08 is not as good as 2006-07.  State revenue does not appear to be 
increasing as much as projected, and the state still faces major operating deficits in the next several 
years. 
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June 30, 2006
Primary 

Institution Foundation

ASSETS

CURRENT ASSETS
Cash and cash equivalents 5,629,765$       231,246$       
Short-term investments 161,176 -                     
Accounts receivable - net 3,561,602       41,639
Stores inventory 328,337          -                    
Prepaid expenses 198,968          795               
Total Current Assets 9,879,848         273,680         

NONCURRENT ASSETS
Restricted cash and cash equivalents 74,670,338     -                    
Long-term investments -                       3,716,834      
Deferred charges 1,203,861       -                    
Capital assets - net 40,372,410     -                    
Total Noncurrent Assets 116,246,609     3,716,834      

Total Assets 126,126,457$   3,990,514$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable 3,491,955$      230,060$      
Accrued salaries and related benefits 852,270          -                    
Deferred revenue 2,095,353       -                    
Other accrued liabilities 1,346,767       -                    
Amounts held in trust for others 399,678          -                    
Current portion of long-term debt 2,939,699       -                    

Total Current Liabilities 11,125,722       230,060         

NONCURRENT LIABILITIES
Long-term liabilities 88,868,737     -                    

Total Liabilities 99,994,459       230,060         

NET ASSETS
Invested in capital assets - net of related debt 15,525,186 -                    
Restricted 4,501,859 3,587,941      
Unrestricted 6,104,953 172,513        
Total Net Assets 26,131,998       3,760,454      

Total Liabilities and Net Assets 126,126,457$   3,990,514$    

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2006
Primary 

Institution Foundation

OPERATING REVENUES
Tuition and fees 2,792,982$           -$                     
Grants and contracts - noncapital:

Federal 2,270,525            -                       
State 5,986,516            -                       
Local 457,680               -                       

Other operating payments 499,592               641,126           
Auxiliary enterprise sales and charges 1,874,185            -                       

Total Operating Revenues 13,881,480            641,126            

OPERATING EXPENSES
Salaries 22,903,433          -                       
Employee benefits 6,450,914            -                       
Supplies, materials, and other operating expenses and services 9,171,409            553,819           
Utilities 894,873               -                       
Depreciation 1,405,741            -                       
Payments to students -                            145,750           

Total Operating Expenses 40,826,370            699,569            

Operating Loss (26,944,890)           (58,443)             

NONOPERATING REVENUES (EXPENSES)
State apportionments - noncapital 1,251,386            -                       
Local property taxes 22,737,975          -                       
State taxes and other revenues 1,559,239            -                       
Investment income (loss) - noncapital 669,310               356,008           
Financial aid revenues - federal 2,095,005            -                       
Financial aid revenues - state 233,460               -                       
Financial aid expenses (2,355,608)           -                       
Other nonoperating revenues-grants/gifts - noncapital 61,396                  -                       

Total Nonoperating Revenues 26,252,163            356,008            

Income Before Other Revenues, Expenses, Gains, or Losses (692,727)                297,565            

Local property taxes - capital 7,290,817 -                        
Investment income - capital 2,453,618            -                       
Interest expense - capital (2,019,249) -                       
Other nonoperating revenues-grants/gifts - capital (24,618)                -                       

Increase in Net Assets 7,007,841              297,565            

Net Assets - Beginning of Year 19,124,157 3,462,889         

Net Assets - End of Year 26,131,998$          3,760,454$       

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2006
Primary 

Institution Foundation

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and fees 3,718,549$        -$                       
Federal grants and contracts 2,045,056        -                        
State grants and contracts 5,358,918        -                        
Local grants and contracts 457,680           -                        
Payments to suppliers (9,709,092)       (401,288)           
Payments to/on behalf of employees (29,476,260)     -                        
Payments to/on behalf of students (63,039)             (145,750)           
Auxiliary enterprise sales and charges 2,106,623        -                        
Donated securities -                        (39,084)             
Other receipts (261,265)          526,527            

Net Cash Used by Operating Activities (25,822,830)       (59,595)              

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State apportionment and receipts 2,873,873          -                         
Property taxes 22,688,038      -                        
Financial aid, scholarship, loan trust receipts - federal 2,095,005        -                        
Financial aid, scholarship, loan trust receipts - state 233,460           -                        
Financial aid, scholarship, loan trust disbursements (2,355,608)       -                        
Interest on noncapital investments 934,793           -                        
Other receipts 61,396              -                        

Net Cash Provided by Noncapital Financing Activities 26,530,957        -                         

CASH FLOWS FROM CAPITAL AND 
RELATED FINANCING ACTIVITIES

State apportionments for capital purposes 30,618               -                         
Capital grants and gifts received -                        168,822            
Purchases of capital assets (14,143,041)     -                        
Principal paid on capital debt (2,297,733)       -                        
Interest paid on capital debt (1,946,831)       -                        
Interest on capital investments 2,453,618        -                        
Local property taxes and other revenues for capital 7,290,817        -                        
Other nonoperating capital disbursements (24,617)             -                        

Net Cash Provided (Used) by Capital and Related Financing Activities (8,637,169)         168,822             

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales and maturities of investments -                         1,522,508          
Purchase of investments 280,586           (1,579,362)        

Net Cash Provided (Used) by Investing Activities 280,586             (56,854)              

Net Increase (Decrease) in Cash and Cash Equivalents (7,648,456)         52,373               

Cash and Cash Equivalents Balance - Beginning of Period 87,948,559        178,873             

Cash and Cash Equivalents Balance - End of Period 80,300,103$      231,246$           

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2006
Primary 

Institution Foundation

Operating income (loss) (26,944,890)$     (58,443)$            
Adjustments to reconcile operating income (loss) to net cash

used by operating activities:
Depreciation expense 1,405,741        -                        
Changes in certain assets and liabilities:

Receivables - net (1,381,494)       (18,031)             
Prepaid expenses (104,690)          (100)                  
Inventories (37,508)            -                        
Other assets -                        (39,084)             
Accounts payable 499,388           (6,542)               
Accrued salaries and benefits 297,152           -                        
Deferred revenue 925,567           -                        
Compensated absences and early retirement incentives (419,065)          -                        
Amounts held in trust (63,039)            -                        
Other liabilities 8                       62,605              

Net Cash Used by Operating Activities (25,822,830)$     (59,595)$            

The accompanying notes are an integral part of these financial statements.
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1. ORGANIZATION AND NATURE OF ACTIVITIES 

Definition of the Reporting Entity  Napa Valley Community College District (the District) is a 
political subdivision of the state of California and provides higher education in the greater Napa 
area, which consists of portions of four counties.  The District consists of one community 
college with two educational centers and two branches located throughout the service area (the 
Primary Institution). 

For financial reporting purposes, the District includes all funds, agencies, and authorities that 
are controlled by or are dependent on the District’s executive and legislative branches.  Control 
by or dependence on the District was determined on the basis of budget adoption, taxing 
authority, outstanding debt secured by revenues or general obligations of the District, 
obligations of the District to finance any deficits that may occur, or receipt of significant 
subsidies from the District. 

As a result, the financial statements of the District include the financial activities of the District 
and the combined totals of the trust and agency funds, which represent the various scholarships 
and student organizations within the District. 

The District and the Napa Valley College Foundation (the Foundation) have financial and 
operational relationships that meet the reporting entity definition criteria of the Governmental 
Accounting Standards Board (GASB) for inclusion of the Foundation as a component unit of 
the District.  Accordingly, the financial activities of the Foundation as a component unit have 
been included in the financial statements of the District. The separately audited financial 
statements of the Foundation may be obtained from the District.  

The following are those aspects of the relationship between the District and the component 
units that satisfies the GASB: 

Accountability  The Foundation operates under a master agreement with the District in 
accordance with the California Education Code requirements.  The District is able to 
impose its will upon the Foundation.  The Foundation provides specific financial benefits 
or imposes specific financial burdens on the District. 

Scope of Public Service The Foundation is a nonprofit, public benefit corporation 
incorporated under the laws of the state of California.  The Foundation was formed to 
promote and assist the educational services of the District.  

Discrete Presentation  For financial presentation purposes, the Foundation’s financial 
activities have been discretely presented with the financial activities of the District.   

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting  For financial reporting purposes, the District is considered a special-
purpose government engaged only in business-type activities (BTA).  Accordingly, the 
District’s financial statements have been presented using the economic resources measurement 
focus and the accrual basis of accounting.  Under the accrual basis, revenues are recognized 
when earned, and expenses are recorded when an obligation has been incurred.  All significant 
interfund transactions have been eliminated. 

Exceptions to the accrual basis of accounting are as follows: 
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Summer session tuition and fees received before year-end are recorded as deferred revenue 
as of June 30 with the revenue being recorded in the fiscal year in which the program is 
predominately conducted. 

The District has elected to apply all Financial Accounting Standards Board (FASB) 
pronouncements issued before November 30, 1989, unless FASB conflicts with GASB.  
The District has not elected to apply FASB pronouncements issued after that date.  The 
budgetary and financial accounts of the District are recorded and maintained in accordance 
with the Budget and Accounting Manual issued by the Chancellor’s Office of the California 
Community Colleges. 

Cash and Cash Equivalents The District considers demand deposits and all highly liquid 
investments purchased with an original maturity of three months or less to be cash equivalents.  

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain 
Investments and for External Investment Pools, highly liquid market investments with 
maturities of one year or less at time of purchase are stated at amortized cost.  All other 
investments are stated at fair value.  Market value is used as fair value for those securities for 
which market quotations are readily available. 

In accordance with California Education Code Section 41001, the District maintains 
substantially all of its cash in the Napa County Treasury as part of the common investment 
pool.  The county is restricted by California Government Code Section 53635 pursuant to 
Section 53601 to invest in time deposits, U.S. government securities, state registered warrants, 
notes, or bonds, State Treasurer’s investment pool, bankers’ acceptances, commercial paper, 
negotiable certificates of deposit, and repurchase or reverse repurchase agreements.  
Investments in the county pool are valued using the amortized cost method (which 
approximates fair value) and includes accrued interest.  The pool has deposits and investments 
with a weighted-average maturity of more than one year.  As of June 30, 2006, the fair value of 
the county pool is 98.5% of the carrying value.  The net decrease in the fair value of cash and 
cash equivalents during the year ended June 30, 2006, was $398,417.  Information regarding 
the amount of dollars invested in derivatives with the county was not available.  The county 
investment pool is subject to regulatory oversight by the Treasury Oversight Committee, as 
required by California Government Code Section 27130.  The District is considered to be an 
involuntary participant in the external investment pool. 

The District participates in an investment pool managed by the state of California titled Local 
Agency Investment Fund (LAIF).  As of June 30, 2006, the LAIF pool includes structured 
notes and asset-backed securities which total 2.567% of the total portfolio.  These structured 
notes and asset-backed securities are subject to market risk as to change in interest rates.  The 
fair value of the District’s investment in LAIF is the same as the carrying value of the pool 
shares.  As of June 30, 2006, the fair value of LAIF is 99.82% of the carrying value and is 
deemed to not represent a material difference.  There are no LAIF funds invested in derivatives 
as of June 30, 2006.  LAIF has oversight by the Local Investment Advisory Board (LIAB), 
which consists of five members as designated by statute.  The Chairman of the LIAB is the 
State Treasurer or his designated representative.  The District is considered to be a voluntary 
participant in the LAIF investment pool. 
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Accounts Receivable  Accounts receivable consist of tuition and fee charges to students and 
auxiliary enterprise services provided to students, faculty and staff, the majority of each 
residing in the state of California.  Accounts receivable also include amounts due from the 
federal government, state and local governments, or private sources, in connection with 
reimbursement of allowable expenditures made pursuant to the District’s grants and contracts.  
The District utilizes the allowance method with respect to its accounts receivable.  The 
allowance was $-0- at June 30, 2006. 

Inventories  Inventories, primarily bookstore merchandise, are carried at the lower of cost or 
market using the first-in, first-out (FIFO) method. 

Investments  Investments are reported at fair value.  Short-term investments are reported at 
cost, which approximates fair value.  Fair value is determined from quoted market prices.  The 
District is restricted by state law and the Board’s investment policy in the types of investments 
that can be made.  

Permissible investments include the County Treasury, the State Local Agency Investment Fund 
(LAIF), federally insured deposits, and individual securities.  Individual securities must be 
backed by the federal government or rated AAA, AA, or A by Standard & Poor’s or Moody’s 
indices.  In addition, maturities may not exceed five years.  The proportion of investments in 
each of the permissible categories is restricted as defined in the California Government Code 
and further limited by the District’s investment policy.  The maximum average maturity of 
funds invested is three years.  The District’s investment policy established safety of principal as 
the primary investment objective.  The District’s investment strategy is to realize a reasonable 
interest yield, and investment decisions are executed with the intent that they will be held to 
maturity. 

Restricted Cash and Cash Equivalents  Cash that is externally restricted for contractual 
obligations such as debt service payments, sinking or reserve funds, or to purchase or construct 
capital or other noncurrent assets, is classified as a noncurrent asset in the statement of net 
assets. 

Deferred Charges  Deferred charges are bond issuance costs and are deferred and amortized 
over the term of bonds using the straight-line method since the results are not significantly 
different from the effective interest method. 

Capital Assets   Capital assets are recorded at cost on the date of acquisition, or fair value at the 
date of donation.  For equipment, the District’s capitalization policy includes all items with a 
unit cost of $1,000 or more and an estimated useful life of greater than one year.  Renovations 
to buildings and land improvements that significantly increase the value or extend the useful 
life of the structure are capitalized.  Routine repair and maintenance are charged to operating 
expense in the year in which the expense was incurred. 

Depreciation is computed on a straight-line basis using the half-year convention over the 
estimated useful life of the assets, generally 50 years for buildings, 10 years for land 
improvements, 8 years for equipment, 5 years for library books, and 3 years for technology 
equipment.  
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Deferred Revenues  Deferred revenues include amounts received for tuition and fees and 
certain auxiliary activities prior to the end of the fiscal year, but related to the subsequent 
accounting period.  Deferred revenues also include amounts received from grant and contract 
sponsors that have not yet been earned. 

Amounts Held in Trust for Others  The District administers funds for certain college-related 
organizations.  The liability represents the amount of funds held for these organizations. 

Compensated Absences  Compensated absence costs are accrued when earned by employees.  
Accumulated unpaid employee vacation benefits are recognized at year-end as liabilities of the 
District.  

Bond Premium  Bond premiums are deferred and amortized over the term of the bonds using 
the effective interest method.  Bond premiums are presented as an increase of the face amount 
of the bonds payable. 

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

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

Restricted Net Assets, Nonexpendable consist of endowment and similar type funds in 
which donors or other outside sources have stipulated, as a condition of the gift instrument, 
that the principal is to be maintained inviolate and in perpetuity, and invested for the 
purpose of producing present and future income, which may be expended or added to 
principal depending on donor stipulations. 

Restricted Net Assets, Expendable include resources in which the District is legally or 
contractually obligated to spend in accordance with restrictions imposed by external third 
parties. 

When an expense is incurred that can be paid using either restricted or unrestricted resources, 
the District’s policy is to first apply the expense towards restricted resources, and then towards 
unrestricted resources. 

Classification of Revenues The District has classified its revenues as either operating or 
nonoperating revenues according to the following criteria: 

Operating Revenues include activities that have the characteristics of exchange 
transactions, such as (1) student tuition and fees, net of scholarship discounts and 
allowances; (2) sales and services of auxiliary enterprises; and (3) most federal, state, and 
local grants and contracts, and federal appropriations. 

Nonoperating Revenues include activities that have the characteristics of nonexchange 
transactions, such as gifts and contributions, and other revenue sources that are defined as 
nonoperating revenues such as state appropriations and investment income, according to 
GASB No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust Funds and 
Governmental Entities That Use Proprietary Fund Accounting, and GASB No. 34. 
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Scholarship Discounts and Allowances and Financial Aid  Student tuition and fee revenues 
are reported net of scholarship discounts and allowances in the statement of activities.  The 
District offers Board of Governor’s Grants (BOGG) to qualified students, and these tuition 
waivers are reported as scholarship discounts and allowances.  

Risk Management  The District retains risk for liability and property damage on the first 
$5,000 of each claim. The District retains no risk for workers’ compensation claims, and 
coverage is provided by pooled insurance as a member of a joint powers authority.  

Certain liability coverage in excess of $250,000 and up to $25,000,000 is provided by pooled 
insurance as a member of a joint powers authority of California community colleges and school 
districts. Property damage in excess of $5,000 and up to $100,000,000 is provided by pooled 
insurance as a member of a joint powers authority.   

Estimates Used in Financial Reporting  In preparing financial statements in conformity with 
accounting principles generally accepted in the United States of America, management is 
required to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosures of contingent assets and liabilities at the date of the financial 
statements as well as revenues and expenses during the reporting period.  Actual results could 
differ from those estimates.  The District’s largest source of revenues, known as “Program 
Based Funding,” includes property taxes, enrollment fees, and state revenues.  Each of these 
revenue types is subject to some estimation at the date of the financial statements. 

Budgets and Budgetary Accounting  By state law, the District’s governing board must approve 
a tentative budget no later than July 1 and adopt a final budget no later than September 15 of 
each year.  A hearing must be conducted for public comments prior to adoption.  The District’s 
governing board satisfied these requirements. 

The budget is revised during the year to incorporate categorical funds that are awarded during 
the year and miscellaneous changes to the spending plans.  The District’s governing board 
approves revisions to the budget. 

Purchase orders, contracts, and other commitments for expenditures are encumbered in order to 
reserve that portion of the applicable appropriation as an extension of formal budgetary 
integration.  Encumbrances are liquidated when the commitments are paid.  Any outstanding 
encumbrances lapse at June 30 and are generally reencumbered in the subsequent years. 

Property Tax  Secured property taxes attach as an enforceable lien on property as of January 1.  
Taxes are payable in two installments on November 1 and February 1 and become delinquent if 
paid after December 10 and April 10.  The Counties of Napa and Solano bill and collect the 
taxes for the District.  Tax revenues are recognized by the District when received. 
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3. CASH AND INVESTMENTS 

The following is a summary of cash and investments at June 30, 2006: 

District
Component 

Unit

CASH ON HAND 24,726$         200$              

DEPOSITS (1) 96,970           92,837           

INVESTMENTS THAT ARE NOT SECURITIES (2)
County treasurer's investment pool 38,664,825  -                    
Certified deposits 493,176       -                    
Local Agency Investment Fund 386,600       -                    
Money market funds -                    399,977        

U.S. GOVERNMENT AGENCY SECURITIES
U.S. Treasury securities -                    276,707        
Federal National Mortgage Association -                    304,166        

EQUITY SECURITIES -                     2,567,810      

DEBT SECURITIES 40,794,982    306,383         

Total Cash and Investments 80,461,279$  3,948,080$    

 
(1) Deposits  The carrying amount of deposits includes checking accounts, savings accounts, 

nonnegotiable certificates of deposits, and money market accounts at financial 
institutions, if any. 

(2) Investments That are Not Securities  A “security” is a transferable financial instrument 
that evidences ownership or creditorship, whether in physical or book entry form.  
Investments that are not securities do not have custodial credit risk because they do not 
involve a transferable financial instrument.  Thus, they are not categorized into custodial 
credit risk categories. 

 
Custodial Credit Risk - Deposits 

For deposits, custodial credit risk is the risk that in the event of a bank failure, the District’s 
deposits may not be returned.  The District does not have a deposit policy for custodial credit 
risk.  As of June 30, 2006, $1,390,051 of the District’s bank balance of $1,491,567 and $49,397 
of the component unit’s bank balance of $149,397 was exposed to custodial credit risk as 
follows: 

District
Component 

Unit

Uninsured and uncollateralized 1,390,051$    49,397$         
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District - Credit Risk - Investments 

California Government Code Section 53601 limits investments in commercial paper to “prime” 
quality of the highest ranking or of the highest letter and numerical rating as provided by 
nationally recognized statistical rating organizations (NRSRO) and limits investments in 
medium-term notes to a rating of A or better.  Individual securities must be backed by the 
federal government or rated AAA, AA, or A by Standard & Poor’s or Moody’s indices.  The 
District’s investment policy established safety of principal as the primary investment objective.  
The District’s investment in the county investment pool is unrated.  The District’s investments 
in the U.S. government agency securities are rated AAA or Aaa by Standard & Poor’s or 
Moody’s indices.  The county investment pool was not rated as of the issuance of this report. 

Investment Type Fair Value Not Rated

County Treasurer's investment pool 38,664,825$  38,664,825$  
Local Agency Investment Fund 386,600       386,600        
Certificates of deposit 493,176       493,176        

Totals 39,544,601$  39,544,601$  

 

Component Unit - Credit Risk – Investments 

Rating as of Year End

Investment Type Fair Value

Exempt 
From 

Disclosure AAA AA A BAA

U.S. Treasury securities 276,707$     -$                276,707$   -$               -$               -$               
U.S. Agencies 304,166       -                  304,166     -                 -                 -                 
Corporate bonds 306,383       -                  31,332       38,341       218,963     17,747       
Equity securities 2,567,810    2,567,810    -                 -                 -                 -                 
Money market funds 261,768       261,768       -                 -                 -                 -                 

Totals 3,716,834$  2,829,578$  612,205$   38,341$     218,963$   17,747$      
 
District - Concentration of Credit Risk - Investments 
The proportion of investment in each of the permissible investment categories is restricted as 
defined in California Government Code Section 53601 and 53635.  The District had no 
investment greater than 5% of the District’s total investments.  
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District - Interest Rate Risk - Investments 

California Government Code Section 53601 limits the District’s investments to maturities of 
five years.  The maximum average maturity of funds invested is three years.  The District’s 
investment strategy is to realize a reasonable interest yield, and investment decisions are 
executed with the intent that they will be held to maturity.  The schedule of maturities at  
June 30, 2006, is as follows: 

Maturity (in Years)
Investment Type Fair Value Less Than 1 1-5

County Treasurer's investment pool 38,664,825$  -$                   38,664,825$  
Local Agency Investment Fund 386,600       386,600       -                    
Certificates of deposit 493,176       493,176       -                    

Total 39,544,601$  879,776$       38,664,825$  

 
Component Units - Interest Rate Risk – Investments 

The schedule of maturities at June 30, 2006, is as follows:  

Investment Type Fair Value Less Than 1 1-5 6-10

U.S Treasuries 276,707$       -$                   88,579$         188,128$       
U.S. Agencies 304,166         -                     304,166         -                     
Corporate bonds 306,383         35,965           234,283         36,135           

Total 887,256$       35,965$         627,028$       224,263$       

Maturity (in Years)

 

4. ACCOUNTS RECEIVABLE 

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

Federal grants and contracts 692,461$       
State grants and contracts 887,914        
State apportionment - noncapital 279,971        
State taxes and other revenues 188,407        
Local property taxes and student fees 552,695        
Auxiliaries 104,365        
Other 855,789        

Total 3,561,602$    
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5. CAPITAL ASSETS 

Changes in capital assets consist of the following: 

Balance Balance
June 30, 2005 Additions Deductions June 30, 2006

NONDEPRECIATED CAPITAL ASSETS
Land 977,897$       -$                   -$                 977,897$       
Construction in progress 7,653,682      13,245,235    383,060       20,515,857    

DEPRECIATED CAPITAL ASSETS
Buildings and improvements 26,373,866  613,175       -                  26,987,041   
Equipment and vehicles 10,760,754  938,945       572,872      11,126,827   
Library books and materials 249,787       41,712         -                  291,499        

Total Capital Assets 46,015,986    14,839,067    955,932       59,899,121    

Less: Accumulated depreciation 18,380,875    1,405,741      259,905       19,526,711    

Total Capital Assets - Net 27,635,111$  13,433,326$  696,027$     40,372,410$   

6. TAX REVENUE ANTICIPATION NOTES 

On July 1, 2005, the District issued $5,000,000 of tax revenue anticipation notes (TRANs) at an 
interest rate of 4.00%, due June 23, 2006.  These TRANs were issued under the authority of the 
California Government Code.  Proceeds from the issuance of TRANs were used to meet fiscal 
2005-06 general fund expenditures, including operating expenditures, capital expenditures, and 
the discharge of other obligations or indebtedness of the District.  TRANs are general obligations 
of the District but are payable only from taxes, revenues, cash receipts, and other monies received 
by the District.  On June 23, 2006, the TRANs were repaid in accordance with the above terms. 

On July 1, 2006, the District issued $5,000,000 of TRANs at an interest rate of 4.5% due June 29, 
2007. 

7. LONG-TERM DEBT 

The long-term liability activity for the year ended June 30, 2006, is shown below: 

Beginning Payments and Ending Current
Balance Additions Reductions Balance Portion

Compensated absences 1,012,481$    111,948$       -$                   1,124,429$      -$                 
Capital lease obligations 79,011          144              79,155         -                      -                 
Early retirement incentives 772,602        9,749           540,762       241,589          158,597     
General obligation bonds 86,470,839   -                   1,747,990    84,722,849     2,781,102  
Accreted interest 679,816        67,010         -                   746,826          -                 
Unamortized bond premium 5,887,161     -                   914,418       4,972,743       -                 

Total 94,901,910$  188,851$       3,282,325$    91,808,436$    2,939,699$   
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General Obligation Bonds 

The general obligation bonds payable at June 30, 2006, are comprised of the following issue: 

2005 Series B general obligation bonds due in annual installments of 
$27,496 to $7,870,000, beginning August 1, 2006, through August 1, 2029, 
at interest from 3.00% to 5.38%. 64,997,723$  

2005 general obligation refunding bonds due in annual installments of 
$235,000 to $2,685,000, beginning August 1, 2005, through August 1, 2018, 
at interest from 2.47% to 5.25%. 19,725,126$  

The amount of interest cost incurred during the year ended June 30, 2006, was $3,211,837, all 
of which was charged to expenses. 

The annual requirements to amortize the 2005 Series B general obligation bonds are as follows: 

Principal Interest Principal
Accreted 
Interest Totals

2007 1,765,000$    2,262,325$    -$                   -$                   4,027,325$       
2008 1,075,000      2,219,725    -                   -                    3,294,725        
2009 1,240,000      2,185,000    -                   -                    3,425,000        
2010 330,000         2,161,450    -                   -                    2,491,450        
2011 430,000         2,149,512    -                   -                    2,579,512        
2012-2016 5,255,000      10,296,388  -                   -                    15,551,388      
2017-2021 17,290,000    8,154,275    -                   -                    25,444,275      
2022-2026 21,625,000    1,687,375    6,306,959    11,228,041  40,847,375      

Totals 49,010,000$  31,116,050$  15,987,723$  32,667,277$  128,781,050$   

Current Interest Bonds Capital Appreciation Bonds

 

The annual requirements to amortize the 2005 refunding general obligation bonds are as 
follows: 

Principal Interest Principal
Accreted 
Interest Totals

2007 -$                     577,581.26$    1,016,102.00$    168,898.00$    1,762,581.26$ 
2008 -                      577,581         957,741         297,259          1,832,581       
2009 -                      577,581         903,323         426,677          1,907,581       
2010 -                      577,581         1,027,616      672,384          2,277,581       
2011 -                      577,581         968,364         831,636          2,377,581       
2012-2016 5,705,000        2,584,566      909,720         2,138,020       11,337,306     
2017-2021 7,385,000        586,594         852,260         -                      8,823,854       

Totals 13,090,000$    6,059,066$      6,635,126$      4,534,874$      30,319,066$    

Current Interest Bonds Capital Appreciation Bonds
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Advanced Refunding 

In June 2005, the District advance-refunded general obligation bonds with refunding general 
obligation bonds.  The District issued $21,473,116 of general obligation bonds to provide 
resources to purchase investments, a portion of which were placed in an irrevocable trust for the 
purpose of generating resources for all future debt service payments of the refunded debt.  The 
previous general obligation bonds are considered to be defeased, and the liability has been 
removed from long-term debt. 

This advance refunding was undertaken to provide funds for current construction projects and 
to obtain an economic gain (difference between the present value of the debt service payments 
of the refunded and refunding bonds) of $1,221,088.  As a result of the refunding, total debt 
service payments over the next five years will decrease by $691,952. 

8. EMPLOYEE RETIREMENT SYSTEMS 

California State Teachers’ Retirement System (CalSTRS) 

Plan Description  The District contributes to the California State Teachers’ Retirement System 
(CalSTRS), a cost-sharing, multiple-employer public employee retirement system defined 
benefit pension plan administered by CalSTRS.  The Plan provides retirement, disability, and 
survivor benefits to beneficiaries.  Benefit provisions are established by state statutes, as 
legislatively amended, within the State Teachers’ Retirement Law.  CalSTRS issues a separate 
comprehensive annual financial report that includes financial statements and required 
supplementary information.  Copies of the CalSTRS annual financial report may be obtained 
from the CalSTRS Office, 7919 Folsom Boulevard, Sacramento, California 95826. 

Funding Policy  Active plan members are required to contribute 8.0% of their salary and the 
District is required to contribute an actuarially determined rate.  The actuarial methods and 
assumptions used for determining the rate are those adopted by the CalSTRS Teachers’ 
Retirement Board.  The required employer contribution rate for fiscal year 2005-06 was 8.25% 
of annual payroll.  The contribution requirements of the plan members are established by state 
statute.  The District’s contributions to CalSTRS for the fiscal years ended June 30, 2006, 2005, 
and 2004 were $867,318, $845,358, and $837,946, respectively, and equal 100% of the 
required contributions for each year. 

Other Information  Under STRS law, certain early retirement incentives require the employer 
to pay the present value of the additional benefit, which may be paid on either a current or 
deferred basis.  The District has no obligations to CalSTRS for early retirement incentives 
granted to terminated employees at June 30, 2006. 
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California Public Employees Retirement System (CalPERS) 

Plan Description  The District contributes to the School Employer Pool under the California 
Public Employees’ Retirement System (CalPERS), a cost-sharing, multiple-employer public 
employee retirement system defined benefit pension plan administered by CalPERS.  The Plan 
provides retirement and disability benefits, annual cost-of-living adjustments, and death 
benefits to Plan members and beneficiaries.  Benefit provisions are established by state statutes, 
as legislatively amended, within the Public Employees’ Retirement Law.  CalPERS issues a 
separate comprehensive annual financial report that includes financial statements and required 
supplementary information.  Copies of the CalPERS annual financial report may be obtained 
from the CalPERS Executive Office, 400 P Street, Sacramento, California 95814. 

Funding Policy  Active plan members are required to contribute 7.0% of their salary and the 
District is required to contribute an actuarially determined rate.  The actuarial methods and 
assumptions used for determining the rate are those adopted by the CalPERS Board of 
Administration.  The required employer contribution rate for fiscal year 2005-06 was 9.116% 
of annual payroll.  The contribution requirements of the Plan members are established by state 
statute.  The District’s contributions to CalPERS for the fiscal years ended June 30, 2006, 2005, 
and 2004, were $485,895, $433,821, $402,324, respectively, and equal 100% of the required 
contributions for each year. 

9. POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 

In addition to the pension benefits described above, the District provides certain health care 
benefits for retired salaried employees.  The District’s salaried employees may become eligible 
for those benefits if they reach normal retirement age while working for the District.  Those and 
similar benefits for active employees are provided through an insurance company whose 
premiums are based on the benefits paid during the year.  The District recognizes the cost of 
providing those benefits to retirees by expensing the related annual insurance premiums.  During 
the fiscal year ended June 30, 2006, 167 retirees received these benefits for a total cost of 
$669,832. 

The District has estimated the present value of the post-employment health care benefit liability 
at June 30, 2006, at approximately $40,168,715.  This estimate was computed as part of an 
actuarial valuation performed April 7, 2006.  Actuarial assumptions used to value the liability 
included an annual health care inflation factor of 3% and a discount rate of 5%. 

10. COMMITMENTS AND CONTINGENCIES 

 Federal and State Allowances, Awards, and Grants 

The District has received state and federal funds for specific purposes that are subject to review 
and audit by the grantor agencies.  Although such audits could generate expenditure disallowances 
under terms of the grants, it is believed that any required reimbursements will not be material. 
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 Operating Leases 

The District entered into various operating leases for land, buildings, and equipment.  All leases 
contain termination clauses providing for cancellation upon written notice to lessors.  It is 
expected that in the normal course of business most of these leases will be replaced by similar 
leases. 

 Construction Commitments 

The District entered into several construction commitments during 2005-06 ranging from 
$31,741 to $1,567,458 for a total of $4,624,249.  Subsequent to June 30, 2006, the District 
entered into several additional construction commitments ranging from $36,150 to $7,374,688 
for a total of $9,231,045. 

11. JOINT POWERS AGREEMENT 

The District participates in property, liability, and workers’ compensation insurance programs 
organized by the Northern California Community College Joint Powers Authority (NCCCJPA).  
The NCCCJPA is a joint powers authority (JPA) created to provide self-insurance programs to 
northern California community colleges. 

The District participates in the dental insurance program, organized by the Schools Self-Insurance 
of Contra Costa County (SSICCC) which is a JPA created to provide dental self-insurance for 
school districts. 

The JPAs are independently accountable for their fiscal matters and are not components of the 
District for financial reporting purposes. 

Condensed financial information for June 30, 2006, as well as the District’s share of assets, 
liabilities, and fund balance of the JPAs, was not available for disclosure as of the date of this 
report.
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The District, a political subdivision of the state of California, was established in 1942.  Its territories 
encompass portions of Napa, Solano, and Sonoma counties.  There were no changes in boundaries 
during the fiscal year. 

The District provides higher education instruction for the first and second years of college education 
and vocations training at Napa Valley College and the Upper Valley Campus in St. Helena. 

The Board of Trustees for the year ended June 30, 2006, was composed of the following members: 

  GOVERNING BOARD 

 Name  Office  Term Expires 

 Tom Andrews President 2008 

 Michael Baldini Vice President 2006 

 Bruce Ketron Clerk 2006 

 Charles Meng Member 2006 

 JoAnn Busenbark Member 2008 

 Steven Reinbolt Member 2006 

 Charles Meng Member 2006 

 Aman Sunak Student Trustee 2007 
  (Nonvoting) 

ADMINISTRATION 

Dr. Chris McCarthy 
Superintendent/President 

 
Vacant 

Vice President, Instruction 
 

Mr. Oscar De Haro 
Vice President, Student Services 

 
Mr. Scott Miller 

Vice President, Business and Finance 
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The full-time equivalent resident students eligible for 2005-06 state apportionment reported to the 
state of California as of June 30, 2006, are summarized below: 

Annual
Report

Summer intersession 710.84           
Census weekly procedure classes 3,462.35       
Census daily procedure classes 115.64          
Independent study and work experience classes 15.07            
Actual hours of positive attendance classes 1,491.99       

Total 5,795.89        

 
 
The gross square footage eligible for 2005-06 state apportionment reported to the state of California 
as of June 30, 2006, is summarized below: 
 

Annual
Report

Existing facilities 363,190         
New facilities 8,425            

Total 371,615         

 
 
The full-time equivalent students in leased space eligible for 2005-06 state apportionments reported to 
the state of California as of June 30, 2006, is summarized below: 

Annual
Report

FTES in leased space 1,358.62        
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Federal
Federal Grantor/Pass-Through CFDA Federal
Grantor/Program or Cluster Title Number Expenditures

FEDERAL PROGRAMS

U.S. DEPARTMENT OF EDUCATION
Supplemental Education Opportunity Grants 84.007         237,438$      
College Work Study 84.033         141,012        
Pell Grants 84.063         1,698,923      
Vocational and Applied Technology Education Act Special Grants
    Title IIC - Block Grant 84.049         153,779        
    Title IIIE - Tech Prep 84.049         75,250          
Strengthening Institutions Program 84.031         482,097        
Student Support Services 84.042         279,455        
Talent Search 84.044         299,704        
Vocational Rehabilitation 84.126         281,517        
Veterans Education 84.064         665               

Total U.S. Department of Education 3,649,840      

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Temporary Assistance for Needy Families 93.558         12,378          

U.S. DEPARTMENT OF COMMERCE
Small Business Development Center 59.037         62,861          

U.S. DEPARTMENT OF LABOR
Workforce Investment Act of 1998 17.269         455,241        

U.S. DEPARTMENT OF AGRICULTURE
Child Care Food 10.558         42,056          
Food and Agriculture Sciences National Needs 
   Graduate Fellowship Grants 10.210           2,143             

Total Expenditures of Federal Awards 4,224,519$    

See the accompanying notes to the supplemental information.
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Program Entitlements Program Revenues
Current Prior-Year Cash Accounts Deferred Program

Year Carryover Total Received Receivable Revenue Total Expenditures

STATE CATEGORICAL AID PROGRAMS
Extended Opportunity Program and Services 544,619$      -$                  544,619$      544,619$      -$                  -$                  544,619$      544,619$      
Disabled Student Program and Services 1,950,820    69                1,950,889    1,950,889    -                   -                   1,950,889    1,950,889    
Cooperative Agencies Resources for Education 69,230         -                   69,230         69,230          -                   -                   69,230         69,230         
Board Financial Assistance Program 225,480       -                   225,480       225,480       -                   -                   225,480       225,480       
Foster Parent Training 92,654         -                   92,654         46,327          46,327         -                   92,654         92,654         
Matriculation Programs 408,995       (373)             408,622       408,622       -                   -                   408,622       408,622       
Independent Living 10,200         -                   10,200         2,592            7,050           -                   9,642           9,642           
Faculty and Staff Diversity 12,396         19,439         31,835         31,835          -                   24,376         7,459           7,459           
Instructional Equipment 140,307       38,106         178,413       178,413       -                   68,646         109,767       109,767       
ADN Enrollment Growth -                   164,273       164,273       164,273       -                   31,107         133,166       133,166       
Economic Development - SBDC 140,550       -                   140,550       118,062       22,488         -                   140,550       140,550       
CALWORKS 108,291       -                   108,291       108,291       -                   -                   108,291       108,291       
City of Napa - Spec Business Training 7,500           -                   7,500           5,625            1,875           -                   7,500           7,500           
Infant Toddler Resources 10,821         -                   10,821         10,821          -                   -                   10,821         10,821         
SBDC Mini Grant 5,000           -                   5,000           1,500            3,500           -                   5,000           5,000           
Math Engineering Science Achievement 81,500         35,005         116,505       96,130          2,550           -                   98,680         98,680         
Technology Training Infrastructure Project 52,332         170,958       223,290       223,290       -                   108,862       114,428       114,428       
Child Development Training 13,750         -                   13,750         13,750          -                   -                   13,750         13,750         
Economic Development - Nursing 649,950       -                   649,950       8,601            539,181       -                   547,782       547,782       
P.O.S.T. 345,000       116,962       461,962       363,349       122,193       -                   485,542       485,542       
General Child Care 195,324       -                   195,324       195,324       -                   -                   195,324       195,324       
Child Care Preschool 143,661       -                   143,661       143,661       -                   -                   143,661       143,661       
Pre Kindergarden Resource 1,698           -                   1,698           1,698            -                   -                   1,698           1,698           
RN Capacity Building Grant 179,487       -                   179,487       179,487       -                   126,626       52,861         52,861         
Correctional Officers Training 300,000       -                   300,000       -                    92,511         -                   92,511         92,511         
Temporary Assistance for Needy Families 12,374         -                   12,374         12,374          -                   -                   12,374         12,374         
Child Care Tax Bailout 17,083         -                   17,083         17,083          -                   -                   17,083         17,083         

Total State Programs 5,719,022$     544,439$        6,263,461$     5,121,326$     837,675$        359,617$        5,599,384$     5,599,384$    

See the accompanying notes to the supplemental information.
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There were no adjustments or reclassifications necessary to reconcile the annual financial and budget 
report with the audited statement of net assets and statement of revenues, expenses and changes in net 
assets other than those items related to GASB Statements Nos. 34 and 35. 
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1. PURPOSE OF SCHEDULES 

Schedule of Workload Measures for State General Apportionments 

A full-time equivalent student is a measurement of the number of students attending classes of 
the District.  The purpose of attendance accounting from a fiscal standpoint is to provide the 
basis on which apportionments of state funds are made to community college districts.   

Schedule of Expenditures of Federal and State Awards 

This schedule is prepared on the modified accrual basis of accounting.  OMB Circular A-133 
requires disclosure of the financial activities of all federally funded programs.  This schedule 
was prepared to comply with OMB Circular A-133 and state requirements. 

Reconciliation of Annual Financial and Budget Report With Audited Financial 
Statements 

This schedule provides the information necessary to reconcile the fund balances of all funds as 
reported on the Form CCFS-311 to the audited financial statements. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED  
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
 

To the Members of the Board of Trustees 
Napa Valley Community College District 
Napa, California 

We have audited the financial statements of Napa Valley Community College District (the District) 
as of and for the year ended June 30, 2006, which collectively comprise the District’s basic financial 
statements and have issued our report thereon dated February 20, 2007.  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 the District’s internal control over financial 
reporting in order to determine our auditing procedures for the purpose of expressing our opinions 
on the financial statements and not to provide assurance on the internal control over financial 
reporting.  However, we noted certain matters involving the internal control over financial reporting 
and its operation that we consider to be reportable conditions. Reportable conditions involve matters 
coming to our attention relating to significant deficiencies in the design or operation of the internal 
control over financial reporting that, in our judgment, could adversely affect the District’s ability to 
initiate, record, process, and report financial data consistent with the assertions of management in 
the financial statements. Reportable conditions are described in the accompanying schedule of 
findings and questioned costs as item 06-01.  

A material weakness is a reportable condition in which the design or operation of one or more of the 
internal control components does not reduce to a relatively low level the risk that misstatements 
caused by error or fraud in amounts that would be material in relation to the financial statements 
being audited may occur and not be detected within a timely period by employees in the normal 
course of performing their assigned functions.  Our consideration of the internal control over 
financial reporting would not necessarily disclose all matters in the internal control that might be 
reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that 
are also considered to be material weaknesses.  However, we believe none of the reportable 
conditions described above is a material weakness. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the District’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 instances of noncompliance or other 
matters that are required to be reported under Government Auditing Standards, which are described 
in the accompanying schedule of findings and questioned costs as item 06-02.
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED  
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Continued 

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

 

 
 
February 20, 2007 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 
AND INTERNAL CONTROL OVER COMPLIANCE IN 
ACCORDANCE WITH OMB CIRCULAR A-133 
 

To the Members of the Board of Trustees 
Napa Valley Community College District 
Napa, California 

Compliance 

We have audited the compliance of Napa Valley Community College District (the District) with the 
types of compliance requirements described in the U. S. Office of Management and Budget (OMB) 
Circular A-133 Compliance Supplement that are applicable to each of its major federal programs for 
the year ended June 30, 2006.  The District’s major federal programs are identified in the summary 
of audit 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 the District’s management.  Our responsibility is to express 
an opinion on the District’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 which 
could have a direct and material effect on a major federal program occurred.  An audit includes 
examining, on a test basis, evidence about the District’s compliance with those requirements and 
performing such other procedures as we considered necessary in the circumstances.  We believe that 
our audit provides a reasonable basis for our opinion.  Our audit does not provide a legal 
determination on the District’s compliance with those requirements. 

In our opinion, the District complied, in all material respects, with the requirements referred to 
above that are applicable to each of its major federal programs for the year ended June 30, 2006.  
However, the results of our auditing procedures disclosed instances of noncompliance with those 
requirements which are required to be reported in accordance with OMB Circular A-133 and which 
are described in the accompanying schedule of findings and questioned costs as item and  06-02. 

 Internal Control Over Compliance 

The management of the District 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 the District’s internal 
control over compliance with requirements that could have a direct and material effect on a major 
federal program in order to determine our auditing procedures for the purpose of expressing our 
opinion on compliance and to test and report on internal control over compliance in accordance with 
OMB Circular A-133. 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR PROGRAM 
AND INTERNAL CONTROL OVER COMPLIANCE IN 
ACCORDANCE WITH OMB CIRCULAR A-133 
Continued 

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

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

 

 
 
February 20, 2007 
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE 

To the Members of the Board of Trustees 
Napa Valley Community College District 
Napa, California 

We have audited the financial statements of the Napa Valley Community College District (the 
District) as of and for the year ended June 30, 2006, which collectively comprise the District’s basic 
financial statements, and have issued our report thereon dated February 20, 2007.  We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America; 
Government Auditing Standards, issued by the Comptroller General of the United States; and 
California Community Colleges Contracted District Audit Manual, issued by the California 
Community Colleges Chancellor’s Office.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement.  An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements.  An audit also includes assessing the accounting principles 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation.  We believe our audit provides a reasonable basis for our opinion. 

The District’s management is responsible for the District’s compliance with laws and regulations.  
In connection with the audit referred to above, we selected and tested transactions and records to 
determine the District’s compliance with the state laws and regulations applicable to the following: 
 

SALARIES OF CLASSROOM INSTRUCTORS: 50 PERCENT LAW

APPORTIONMENT FOR INSTRUCTIONAL SERVICE AGREEMENTS

REQUIRED DATA ELEMENTS

RESIDENCY DETERMINATION FOR CREDIT COURSES

STUDENTS ACTIVELY ENROLLED

USES OF MATRICULATION FUNDS

ALLOCATION OF COSTS (DSPS AND EOPS)

ENROLLMENT FEES

CALIFORNIA WORK OPPORTUNITY AND RESPONSIBILITY TO KIDS (CALWORKS)

OPEN ENROLLMENT

MINIMUM CONDITIONS - "STANDARDS OF SCHOLARSHIP"

STUDENT FEES - INSTRUCTIONAL MATERIAL FEES AND HEALTH FEES

NONCREDIT COURSES

CONCURRENT ENROLLMENT OF K-12 STUDENTS IN COMMUNITY 
COLLEGE CREDIT COURSES
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE 
Continued 
 
 
Based on our audit, for the items tested, we found the District complied with the state laws and regulations 
referred to above, except as described in the schedule of findings and questioned costs.  Furthermore, based 
on our examination for items not tested, nothing came to our attention to indicate the District had not 
complied with the state laws and regulations, except as described in the accompanying schedule of findings 
and questioned costs as items 06-03, 06-04, 06-05, and 06-06. 

This report is intended solely for the information and use of the Board of Trustees, management, 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. 

 

 
 
February 20, 2007 
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SECTION I 
SUMMARY OF AUDIT RESULTS 

FINANCIAL STATEMENTS 

Type of auditors’ report issued Unqualified

Internal control over financial reporting 
Material weaknesses identified? No
Reportable conditions not identified as material weaknesses? Yes

Noncompliance material to financial statements noted? No

FEDERAL AWARDS 

Internal control over major programs 
Material weaknesses identified? No
Reportable conditions not identified as material weaknesses? No

Type of auditors’ report issued  
on compliance for major program Unqualified

Audit findings disclosed relative  
   to major federal award programs? Yes

Identification of major programs 
CFDA No. 84.007, 84.033, 84.063 Student Financial Assistance Cluster
CFDA No. 17.269 Workforce Investment Act of 1998
  

Threshold for distinguishing types A and B programs $300,000

Determined to be a low-risk auditee? Yes

STATE AWARDS 

Internal control over state programs 
Material weaknesses identified? No
Reportable conditions identified not considered to be material 
weaknesses? Yes

Type of auditors’ report issued  
   on compliance for state programs Qualified
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SECTION II FINDINGS 
FINANCIAL STATEMENT AUDIT 

INTERNAL CONTROL (Business Office) 
06-01 

Reportable Condition  

Condition 

The District is not utilizing their financial reporting software in a manner in which financial 
information can be provided in a clear and timely format to the Chancellor’s office, the board, and the 
independent auditor. The District also appears to not have adequate staffing in the business office in 
order to facilitate timely reporting of financial information given the additional reporting 
requirements from grantors and the construction activity. 

Criteria 

Additional staffing and internal controls should be in place that allow the business office to produce 
financial reports in accordance with the statutory deadlines. 

Effect 

Delays have led to late filings of required reports with the Chancellor’s office for the past four years. 

Recommendation 

The District should devise and implement a plan which will result in a greater ability to generate and 
use financial reports from their financial reporting software.  Also, the District should set up a 
schedule so that the information taken from these reports can be transmitted to the Chancellor’s 
office, the board, and the independent auditor in a timely manner. 

Response 

The District will adopt procedures during the 2006-07 fiscal year to comply with the 
recommendation. 
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STUDENT FINANCIAL ASSISTANCE 

06-02 

Reportable Condition  

Condition 

The District did not deposit the return of Title IV funds into the electronic funds transfers initiated to 
the Department of Education in a timely manner.  

Criteria 

Refunds must be processed in accordance with established time frames (34 CFR Section 668.22). 
Refunds due to the Student Financial Aid (SFA) programs are required to be deposited to the SFA 
accounts within 30 days after the date the student officially withdraws, is expelled, the institution 
determines the student unofficially withdrew, or no later than 30 days following the expiration of an 
approved leave of absence (67 FR 67074). 

Effect 

Of the 20 calculations reviewed, there were two instances where the funds were not returned to the 
Department of Education within the required time frames.   

Recommendation 

We recommend that the District establish procedures to ensure that the amounts to be returned to 
Title IV programs are issued within the required time frames. 

Response 

Fall 2005 was the first semester that disbursements were made out of the new Datatel system.  These 
two errors were made in the context of a new system start-up.  In the beginning, check runs were done 
only for “positive” disbursements as we were directed by the Datatel consultant, with return to Title 
IV funding returns processed manually.   

The two return to Title IV funding reimbursements had been calculated and posted as a return, but 
were not included on the transmittal.  The error was discovered when the spring return to Title IV 
funding calculations were being processed.  At that point, all return to Title IV funding calculations in 
the system were reviewed manually to insure that all institutional returns had been submitted in the 
required timeframe.  Staff established a manual list of returns as part of the return to Title IV funding 
procedure to insure that all federal funds are returned within required timelines. 

Controls have been put in place to observe the return to Title IV funding return timelines.  If a student 
makes and appointment for an “academic activity” and fails to keep the appointment, the return to 
Title IV funding calculation will have already been made.  When a student engages in an academic 
activity after the return to Title IV funding return is made, the District will reverse the institutional 
return through established procedures. 
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SECTION IV FINDINGS 
STATE AWARDS AUDIT 

STATE COMPLIANCE (NONCREDIT COURSES) 
06-03 

Reportable Condition  

Condition 

The District did not complete the required self-assessment forms for the 2005-06 noncredit courses in 
accordance with the prescribed time frames. 

Criteria 

Self-assessment forms for noncredit courses are required to be completed (California Education 
Code, Section 70901; CCR Title 5, Sections 55002(b); and Legal Advisory 05-03). These forms for 
the 2003-04 year were required to be completed by April 2005. 

Effect 

Without completing the self-assessment forms in a timely manner, noncredit course apportionment 
may not be accurate. 

Recommendation 

We recommend that the District establish procedures to ensure that the self-assessment forms are 
completed within the required time frames. 

Response 

The District will establish procedures to ensure that the forms are completed within the required 
timeframes.
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STATE COMPLIANCE (CONCURRENT ENROLLMENT) 
06-04 

Reportable Condition  

Condition 

The District allowed a special admit (high school) student to be enrolled in more than 11 units during 
a semester without additional petitioning or approval.  

Criteria 

California Education Code Section 76002(a) specifies that for purposes of receiving state 
apportionments, a community college district may include high school pupils who attend a 
community college. 

According to California Education Code Section 76001(d), special part-time students may enroll in 
up to 11 units per semester.  Students wishing to enroll in more than 11 units during a semester must 
petition for special approval from the community college district in order to claim apportionment for 
these units.   

Effect 

The District is claiming apportionment for FTES that are not allowed under the California Education 
Code.   

Recommendation 

We recommend that the District establish controls to ensure that all special admit students are not 
enrolling in more than 11 semester units without proper petitioning and approval.  

Response 

The District has now set parameters within their software system which automatically disallows 
special admit students from enrolling in more than 11 units per semester. They are able to do this with 
their new software system, Datatel, however, they were not able set these parameters with their 
previous software system when this occurred. 
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STATE COMPLIANCE (REPEATABILITY OF COURSES) 
06-05 

Reportable Condition  

Condition 

The District claimed apportionment for FTES for a student who had repeated a physical education 
class more than three semesters without a significant lapse of time since the student previously took 
the course.  

Criteria 

The California Compliance Supplement states that Districts should have adopted procedures or 
regulations for the repetition of courses for the following: state apportionment may be claimed for 
three semesters or five quarters if the course content changes each time the course is taken and the 
student is gaining an expanded educational experience either because skills or proficiencies are 
enhanced by supervised repetition or because active participation in individual or group assignments 
is the basic means of learning.” (CCR, Title 5, Section 58161(d)).  

Effect 

The District claimed apportionment for more units than that allowed under the California Education 
Code.  

Recommendation 

We recommend that the District put in place controls to limit claiming apportionment for students 
repeating courses more than three times unless a valid exception applies. The District may be able to 
use attendance software to enforce these controls.  

Response 

In December 2005, the District took steps to address the repeatability regulations in Title V. With the 
new computer system, Datatel, they now have the ability to monitor the number of times a student 
repeats a course and prohibit them from enrolling too many times. In the Legacy system, this feature 
did not exist. The practice of allowing students to repeat also changed in accordance with the 
regulations to allow a student to repeat a course for the maximum number of times permitted and then 
to allow a student to take the course one more time only after a two-year period. This practice began 
in Spring 2006, however, registration began prior to the change in practice and this particular 
registration may have occurred prior to the change in practice. Since Summer 2006, they have strictly 
enforced the repeatability rules and regulations using the new computer system and following the 
revised practice established in December 2005. 
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STATE COMPLIANCE (SALARIES OF CLASSROOM INSTRUCTORS) 
06-06 

Reportable Condition  

Condition 

The results of the District’s calculations under California Education Code, Section 84362, commonly 
known as the 50 Percent Law, indicated a failure to meet the minimum requirements of expending 
50 percent of the current expense of education on salaries of classroom instructors. 

Criteria 

California Education Code, Section 84362 requires that each District’s current expense of education 
be expended during each fiscal year for salaries of classroom instructors as prescribed in the 
California Code of Regulations. 

Effect 

The District is at risk of losing funding if it to falls below the requirements of the established by 
California Education Code, Section, 84362. 

Recommendation 

The District should apply for a waiver of the 50 percent requirement from the California Community 
College Board of Governors or make up the deficiency within the next two years. 

Response 

The District is in the process of applying for a partial waiver from the California Community 
Colleges Board of Governers.  The District also increased the 2006-07 faculty salary higher than 
initially proposed.  The District substantially increased the part-time faculty salaries, increased the 
number of full-time faculty hires for 2007-08, and has added new classified instructional aide 
positions. The District is continuing to review this situation to ensure that the 50 percent requirement 
is met and any deficit that is not waived is made up. 
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The District’s corrective action plan has been issued as a separate letter. 
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SECTION II FINDINGS 
FINANCIAL STATEMENT AUDIT 

INTERNAL CONTROL (Business Office) 
05-01 

Reportable Condition  

Condition 

The District is not utilizing their financial reporting software in a manner in which financial 
information can be provided in a clear and timely format to the Chancellor’s office, the board, and the 
independent auditor. The District also appears to not have adequate staffing in the business office in 
order to facilitate timely reporting of financial information given the additional reporting 
requirements from grantors and the construction activity. 

Criteria 

Additional staffing and internal controls should be in place that allow the business office to produce 
financial reports in accordance with the statutory deadlines. 

Effect 

Delays have led to late filings of required reports with the Chancellor’s office for the past three years. 

Recommendation 

The District should devise and implement a plan which will result in a greater ability to generate and 
use financial reports from their financial reporting software.  Also, the District should set up a 
schedule so that the information taken from these reports can be transmitted to the Chancellor’s 
office, the board, and the independent auditor in a timely manner. 

Current Status 

See current year finding in the schedule of findings and questioned costs (item 06-01). 

 


