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INDEPENDENT AUDITORS’ REPORT



 

Engagement 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, 2008, 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, 2008, 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 
January 12, 2009, 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 13 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.  

 

 
 
January 12, 2009 
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INTRODUCTION 

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.  

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 state of California adopted Senate Bill 361, Community College Funding Formula, in 2006-07, 
which moved the funding of community colleges from the program base funding model to a base 
revenue model.  To implement the new funding model, SB361 included $159,438,000 in equalization 
funds and a guarantee that no district would receive fewer dollars under the new funding model than 
it did under program based funding.  As a result of SB361, the District’s ongoing base revenue was 
increased by over 3.3 million dollars.  

The 2007-08 Budget Act included a 4.53% cost of living adjustment (COLA), which equates to 
$1,283,328 for the District in 2007-08. For comparison purposes, the District received a COLA of 
5.92% amounting to $1,558,177 in 2006-07. 
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Categorical revenues increased by $460,859 over the prior year.  Federal categorical revenues 
increased by $166,682, state by $145,880 and local by $148,297.  The change in local revenue 
represents a 34 percent increase over the prior year which is significant.  There were several areas that 
had significant increase, including the Small Business Development Center and support from the 
Napa Valley Wine Auction for the District’s expanded Nursing program.  

The District’s full-time equivalent students (FTES) eligible for state funding increased by 134 FTES 
in 2007-08 to 6,041.13.  The District was able to complete the restoration of all FTES lost over the 
previous 3 years, and moved into a growth mode for the first time in several years.  
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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.

2008 2007 Change

ASSETS

CURRENT ASSETS
Cash and cash equivalents 10,948,873$   8,097,703$     35%
Short-term investments 106,067 101,280         5%
Receivables 4,968,109 4,406,384      13%
Inventory, prepaid, and other assets 846,389 589,279         44%
Total Current Assets 16,869,438      13,194,646      28%

NONCURRENT ASSETS
Restricted cash and cash equivalents 87,217,531 61,739,258    41%
Deferred charges 2,291,592      1,814,638      26%
Capital asset - net 69,856,808 55,572,640    26%
Total Noncurrent Assets 159,365,931    119,126,536    34%

Total Assets 176,235,369$  132,321,182$  33%

LIABILITIES

CURRENT LIABILITIES
Accounts payables and accrued liabilities 8,779,065$     4,129,988$     113%
Deferred revenue 2,206,037 2,762,059      -20%
Other current liabilities 6,484,578 5,636,390      15%
Total Current Liabilities 17,469,680      12,528,437      39%

NONCURRENT LIABILITIES
Long-term liabilities - noncurrent portion 140,127,881 96,091,107    46%

Total Liabilities 157,597,561    108,619,544    45%

NET ASSETS

Invested in capital assets - net 11,704,685      18,030,163      -35%
Restricted 8,081,073 7,996,201        1%
Unrestricted:

Reserve for noncash assets 3,137,981      2,403,917      31%
Designated for capital and other projects 153,735         1,229,973      -88%
General contingency reserve (4,439,666)     (5,958,616)     -25%

Total Unrestricted (1,147,950)       (2,324,726)       -51%

Total Net Assets 18,637,808      23,701,638      -21%

Total Liabilities and Net Assets 176,235,369$  132,321,182$  33%
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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. 

Inventory, prepaid and other assets consist primarily of bookstore inventory, and prepayments to 
vendors. 

Deferred charges are the issuance costs on the District’s long-term debt, which are amortized over the 
life of the bonds.  Net capital assets are the historical value of land, buildings, and equipment less 
accumulated depreciation.  Assets increased $15,514,480 with a corresponding increase in 
accumulated depreciation of $1,230,312.  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 $8,748,293. 

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 2008-09 fiscal year of $192,980. 

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 $1,177,100 and general obligation bonds and related 
liabilities of $121,757,566 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 2007-08.  Restricted net assets consist primarily of net assets held in the Debt Service 
Fund. 
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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. 

2008 2007 Change

REVENUES

Operating revenues:
Net tuition and fees 2,826,501$   2,775,466$      2%
Grants, contracts, and other designated

revenues - noncapital 12,146,112 9,828,502       24%
Auxiliary enterprise - net 2,135,065    1,981,564       8%
Other operating income 815,786       1,002,224       -19%

Total Operating Revenue 17,923,464       15,587,756       15%

Total Operating Expenses 55,268,268       49,910,481       11%

Operating Loss (37,344,804)     (34,322,725)     9%

Nonoperating revenues (expenses):
State apportionments - noncapital 6,328,154    7,433,685       -15%
Local property taxes 21,940,732  19,760,254     11%
Lottery and other revenue 1,166,966    1,223,815       -5%
Investment income (expense) 599,285       553,310          8%
Other non-operating revenues (expenses) - net (5,019)         53,254             -109%

Total Nonoperating Revenues (Expenses) 30,030,118       29,024,318       3%
Income before other Revenues, Expenses, 

Gains or Losses (7,314,686)     (5,298,407)     38%

Apportionment and property taxes - capital 6,155,030 5,396,904         14%
Investment income - capital 2,349,615       3,100,877       -24%
Interest expense - capital (6,103,911)     (5,509,262)     11%
Amortization expense (126,318)        (117,796)        7%
Other nonoperating revenues-grants/gifts - capital (23,560)          (2,676)             780%

Increase (Decrease) in Net Assets (5,063,830)       (2,430,360)       108%

Net Assets - Beginning of Year 23,701,638       26,131,998       -9%

Net Assets - End of Year 18,637,808$     23,701,638$     -21%
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Net tuition and fees consist of enrollment fees of $1,495,685; nonresident tuition, noncapital portion 
of $233,085; Community Services classes (fee based) of $574,231; and all other fees of $523,500.  
The regular enrollment fee was $20 per unit for the entire fiscal year.  Enrollment fees are set by the 
state for all community colleges. Regular enrollment fees are included in the calculation of general 
apportionment.  

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

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

State apportionments, noncapital, consist of state apportionment of $6,328,154, which includes the 
additional equalization revenue contained in SB361.  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 $840,210. 

Investment income decreased slightly from the prior year due to declining interest rates. 

Revenues
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OPERATING EXPENSES (BY NATURAL CLASSIFICATION) 

 
2008 2007 Change

Compensation 28,905,076$    26,706,013$    8%
Employee benefits 7,599,718      6,869,441      11%
Supplies, materials, other operating expenses and services 16,565,939    14,317,289    16%
Utilities 835,003         757,993          10%
Depreciation 1,362,532      1,259,433      8%
Payments to students -                     312                 -100%

Total Operating Expenses 55,268,268$    49,910,481$    11%  

Employee benefits increased primarily due to increases in medical premiums. 

Expenses
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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. 
 

2008 2007 Change

Net cash provided (used) by:
Operating activities (31,996,875)$ (32,737,018)$ -2%
Noncapital financing activities 29,743,127    28,240,754    5%
Capital and related financing activities 30,587,976    (6,026,774)    -608%
Investment activities (4,785)           59,896           -108%

Net Increase (Decrease) in Cash 28,329,443      (10,463,142)    -371%

Cash - Beginning of Fiscal Year 69,836,961      80,300,103      -13%

Cash - End of Fiscal Year 98,166,404$    69,836,961$    41%
 

Cash receipts from operating activities consist primarily of federal, state, and local grants and 
contracts of $8,012,041.  Cash outlays consist primarily of payments to or on behalf of employees of 
$33,502,892. 

General apportionment of $6,138,597 and property taxes of $21,940,732 are the primary sources of 
noncapital financing. 

The increase in capital and related financing activities in 2007-08 was due to the sale of the final 
series of bonds from the Proposition N Bond Measure. 

Purchase of capital assets and principal payments on bonds are the main uses of cash for capital and 
related financing activities.  

ECONOMIC FACTORS THAT MAY AFFECT THE FUTURE 

The 2008-09 State Budget Act provided community colleges with a small growth allowance of 2% 
statewide and a 0.68 % COLA.  However, within weeks of the approval of the budget, the latest 
approval on record, the Governor declared a fiscal emergency and called the Legislature back into 
session to deal with huge projected budget shortfalls in 2008-09 and 2009-10.  Community colleges 
are expecting cuts in the $300 million dollar range for 2008-09 and additional cuts in 2009-10.  

The Governmental Accounting Standards Board (GASB) has issued pronouncement 45 which will 
require governmental agencies, including community colleges, to recognize other postemployment 
benefits (OPEB).  Beginning in 2008-09, the District will no longer use the “pay-as-you go” method 
to fund its OPEB, oftentimes referred to as “Retiree Health Benefits,” but will accrue dollars for 
active employees as well as funding retired employees. 



MANAGEMENT’S DISCUSSION  
AND ANALYSIS 
June 30, 2008 

Napa Valley Community 
College District

 

 13

The District’s construction program continues in 2008-09 using bond funds approved in 2002.  The 
chiller plant, the life science building, and the wine storage building were all completed in 2007-08.  
The Education Center for the Performing Arts, the Library and Learning Resources Center, and the 
North Gym were all started in 2007-08 and the Ceramics Building was started in late summer 2008.  
All of these building projects will continue through 2008-09.  Each of these building will have an 
impact on operating expenditures, such as utilities, staffing and other maintenance, and operational 
costs.   



 

 

FINANCIAL SECTION
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June 30, 2008
Primary 

Institution
Component 

Units

ASSETS

CURRENT ASSETS
Cash and cash equivalents 10,948,873$     141,255$       
Short-term investments 106,067 -                    
Accounts receivable - net 4,968,109       271,710        
Stores inventory 411,307          -                    
Prepaid expenses 435,082          3,795            

Total Current Assets 16,869,438       416,760         

NONCURRENT ASSETS
Restricted cash and cash equivalents 87,217,531     -                    
Long-term investments -                       4,065,788      
Deferred charges 2,291,592       -                    
Capital assets - net 69,856,808     -                    

Total Noncurrent Assets 159,365,931     4,065,788      

Total Assets 176,235,369$   4,482,548$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable 3,501,076$      166,186$      
Accrued salaries and related benefits 5,277,989       -                    
Deferred revenue 2,206,037       -                    
Other accrued liabilities 2,243,021       -                    
Amounts held in trust for others 586,269          -                    
Current portion of long-term debt 3,655,288       -                    

Total Current Liabilities 17,469,680       166,186         

NONCURRENT LIABILITIES
Long-term liabilities 140,127,881   -                    

Total Liabilities 157,597,561     166,186         

NET ASSETS
Invested in capital assets - net of related debt 11,704,685     -                    
Restricted 8,081,073 4,150,472      
Unrestricted (1,147,950)      165,890        

Total Net Assets 18,637,808       4,316,362      

Total Liabilities and Net Assets 176,235,369$   4,482,548$    

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2008
Primary 

Institution
Component 

Units

OPERATING REVENUES
Tuition and fees 2,826,501$           -$                  
Net Tuition and Fees 2,826,501              
Grants and contracts:

Federal 2,464,589            -                    
State 7,178,300            -                    
Local 2,503,223 -                    

Other operating payments 815,786                -                    
Auxiliary enterprise sales and charges 2,135,065            -                    

Total Operating Revenues 17,923,464            -                     

OPERATING EXPENSES
Salaries 28,905,076          -                    
Employee benefits 7,599,718            -                    
Supplies, materials, and other operating expenses and services 16,565,939          521,652        
Utilities 835,003                -                    
Depreciation 1,362,532            -                    
Payments to students -                            170,300        

Total Operating Expenses 55,268,268            691,952         

Operating Loss (37,344,804)          (691,952)       

NONOPERATING REVENUES (EXPENSES)
State apportionments - noncapital 6,328,154            -                    
Local property taxes - noncapital 21,940,732          -                    
State taxes and other revenues - noncapital 1,166,966            -                    
Investment income - noncapital 599,285                (284,312)      
Financial aid revenues - federal 2,542,079            -                    
Financial aid revenues - state 291,628                -                    
Financial aid expenses (2,861,469)          -                    
Other nonoperating revenues-grants/gifts - noncapital 22,743                  593,817        

Total Nonoperating Revenues (Expenses) 30,030,118            309,505         

Income Before Other Revenues, Expenses, Gains, or Losses (7,314,686)            (382,447)       

OTHER REVENUES, EXPENSES, GAINS, OR LOSSES
State apportionments - capital 100,000                -                    
Local property taxes - capital 6,055,030 -                    
Investment income - capital 2,349,615            -                    
Interest expense - capital (6,103,911) -                    
Amortization expense (126,318)             -                    
Gain (Loss) - disposal of capital assets 1,770                    -                    
Other nonoperating revenues-grants/gifts - capital (25,330)                31,909          

Total Other Revenues, Expenses, Gains, or Losses 2,250,856              31,909           

Increase (Decrease) in Net Assets (5,063,830)            (350,538)       

Net Assets - Beginning of Year 23,701,638 4,666,900

Net Assets - End of Year 18,637,808$          4,316,362$    

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2008
Primary 

Institution
Component 

Units

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and fees 2,200,225$        -$                   
Federal grants and contracts 2,514,472        -                    
State grants and contracts 6,502,759        -                    
Local grants and contracts 2,509,280        -                    
Payments to suppliers (16,822,180)    (450,818)      
Payments to/on behalf of employees (32,627,602)    -                    
Payments to/on behalf of students -                        (159,227)      
Auxiliary enterprise sales and charges 2,093,433        -                    
Other receipts 1,632,738        (69,945)        

Net Cash Used by Operating Activities (31,996,875)      (679,990)       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State apportionment and receipts 6,766,430          -                     
Local property tax receipts 21,454,515      -                    
State taxes and other receipts 1,448,771        -                    
Gifts and grants for other than capital purposes -                        19,761          
Financial aid, scholarship, loan trust receipts - federal 2,542,079        -                    
Financial aid, scholarship, loan trust receipts - state 291,628            -                    
Financial aid, scholarship, loan trust disbursements (2,861,469)      -                    
Interest on noncapital investments 78,430              522,465        
Other receipts 22,743              593,817        

Net Cash Provided by Noncapital Financing Activities 29,743,127        1,136,043      

CASH FLOWS FROM CAPITAL AND 
RELATED FINANCING ACTIVITIES

State apportionments for capital purposes 100,000             -                     
Purchases of capital assets (15,646,700)    -                    
Proceeds from capital debt 43,803,112      -                    
Principal paid on capital debt (2,752,033)      -                    
Interest paid on capital debt (3,297,486)      -                    
Interest on capital investments 2,349,615        -                    
Local property taxes and other revenues for capital 6,055,030        -                    
Other nonoperating capital disbursements (23,562)            -                    

Net Cash Provided by Capital and Related Financing Activities 30,587,976        -                     

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales and maturities of investments -                         1,891,515      
Interest on investments -                        (284,312)      
Purchase of investments (4,785)              (2,071,302)   

Net Cash Used by Investing Activities (4,785)               (464,099)       

Net Increase (Decrease) in Cash and Cash Equivalents 28,329,443        (8,046)           

Cash and Cash Equivalents Balance - Beginning of Period 69,836,961        149,301         

Cash and Cash Equivalents Balance - End of Period 98,166,404$      141,255$       

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2008
Primary 

Institution
Component 

Units

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

Operating loss (37,344,804)$    (691,952)$     
Adjustments to reconcile operating loss to net cash

used by operating activities:
Depreciation and amortization expense 1,362,532        -                    
Changes in certain assets and liabilities:

Receivables - net (274,734)         4,064            
Prepaid expenses (206,634)         (3,000)          
Inventories (50,476)            -                    
Deferred charges 71,806              -                    
Accounts payable 835,872            10,898          
Accrued salaries and benefits 3,813,205        -                    
Deferred revenue (556,022)         -                    
Compensated absences and early retirement incentives (7,819)              -                    
Amounts held in trust 23,655              -                    
Other liabilities 336,544            -                    

Net Cash Used by Operating Activities (31,996,875)$    (679,990)$     

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) and the Napa Valley 
Viticulture & Wine Tech (the Viticulture) have financial and operational relationships that meet 
the reporting entity definition criteria of the Governmental Accounting Standards Board 
(GASB) for inclusion of the Foundation and Viticulture as component units of the District.  
Accordingly, the financial activities of the Foundation and Viticulture as component units have 
been included in the financial statements of the District. The separately audited financial 
statements of the Foundation may be obtained from the District. Viticulture does not issue 
separate audited financial statements at this time. 

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

Accountability  The Foundation and the Viticulture operate under a master agreement with 
the District in accordance with the California Education Code requirements.  The District is 
able to impose its will upon both entities.  The entities provide specific financial benefits or 
impose specific financial burdens on the District. 

Scope of Public Service The entities are nonprofit, public benefit corporations incorporated 
under the laws of the state of California.  The entities were formed to promote and assist the 
educational services of the District.  

Discrete Presentation  For financial presentation purposes, the entities 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. 
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Exceptions to the accrual basis of accounting are as follows: 

1. 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. 

2. 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, 2008, the fair value of 
the county pool is 99.89% of the carrying value.  The net decrease in the fair value of cash and 
cash equivalents during the year ended June 30, 2008, was $28,774.  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, 2008, the LAIF pool includes structured 
notes and asset-backed securities which total 11.12% 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 June 30, 2008, the fair value of LAIF is 99.99% 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, 2008.  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 $146,627 at June 30, 2008. 

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 $5,000 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. 
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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. 

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 
$1,000 of each claim. The District retains no risk for worker’s compensation claims, and 
coverage is provided by pooled insurance as a member of a joint powers authority.  

Certain liability coverage in excess of $50,000 and up to $29,000,000 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 $25,000 and up to $250,000,000 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. 
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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.  Napa and Solano counties bill and collect the taxes for 
the District.  Tax revenues are recognized by the District when received. 

3. CASH AND INVESTMENTS 

The following is a summary of cash and investments at June 30, 2008: 

Primary 
Institution

Component 
Units

PETTY CASH/CASH AWAITING DEPOSIT 201,707$       200$              

DEPOSITS (1) 1,247,375      141,055         

INVESTMENTS THAT ARE NOT SECURITIES (2)
County treasurer's investment pool 27,299,024  -                    
Local Agency Investment Fund 69,524,365  -                    
Money market funds -                    257,679        

U.S. GOVERNMENT AGENCY SECURITIES
U.S. Treasury securities -                    280,370        
Federal Home Loan Mortgage Corporation -                    134,391        
Federal National Mortgage Association -                    237,237        

EQUITY SECURITIES -                     2,716,123      

DEBT SECURITIES -                     439,988         

Total Cash and Investments 98,272,471$  4,207,043$    

 
(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, 2008, $1,238,051 of the District’s bank balance of $1,438,051 and $70,518 
of the Component Unit’s bank balance of $170,518 was exposed to custodial credit risk as 
follows: 
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Primary 
Institution

Component 
Units

Uninsured and uncollateralized 1,238,051$    70,518$         

 
Primary Institution - 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 27,299,024$  27,299,024$  
Local Agency Investment Fund 69,524,365  69,524,365    
Certificates of deposit 437,369       437,369        

Totals 97,260,758$  97,260,758$  

 
Component Units - Credit Risk – Investments 

Rating as of Year End

Investment Type Fair Value

Exempt 
From 

Disclosure AAA AA AA- A BAA

U.S. Treasury securities 280,370$     -$                280,370$   -$               -$               -$               -$               
U.S. Agencies 371,628       -                  371,628     -                 -                 -                 -                 
Corporate bonds 439,988       -                  28,646       65,700       23,031       253,684     68,927       
Equity securities 2,716,122    2,716,122    -                 -                 -                 -                 -                 
Money market funds 257,679       257,679       -                 -                 -                 -                 -                 

Totals 4,065,787$  2,973,801$  680,644$   65,700$     23,031$     253,684$   68,927$      
 
Primary Institution - 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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Primary Institution - 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, 2008, is as follows: 

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

County Treasurer's investment pool 27,299,024$  -$                   27,299,024$  
Local Agency Investment Fund 69,524,365  69,524,365  -                    
Certificates of deposit 437,369       437,369       -                    

Total 97,260,758$  69,961,734$  27,299,024$  

 
Component Units - Interest Rate Risk – Investments 

The schedule of maturities at June 30, 2008, is as follows:  

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

U.S Treasuries 280,370$       -$                   119,750$       160,620$       
U.S. Agencies 371,628         -                     293,087         78,541           
Corporate bonds 439,988         43,969           226,161         169,858         

Total 1,091,986$    43,969$         638,998$       409,019$       

Maturity (in Years)

 
 

4. ACCOUNTS RECEIVABLE 
 
 Accounts receivable consisted of the following at June 30, 2008: 
 

Federal grants and contracts 194,927$       
State grants and contracts 1,858,463      
State apportionment - capital 321,000        
State taxes and other revenues 162,748        
Local property taxes 838,847        
Local grants and contracts 81,733          
Tuition and fees 788,925        
Auxiliaries 126,583        
Interest receivable 537,338        
Other 57,545          

Total 4,968,109$    
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5. CAPITAL ASSETS 

Changes in capital assets consist of the following: 

Balance Balance
June 30, 2007 Additions Deductions June 30, 2008

NONDEPRECIATED CAPITAL ASSETS
Land 977,897$       -$                   -$                 977,897$       
Construction in progress 30,300,396    14,404,868    1,445,011    43,260,253    

DEPRECIATED CAPITAL ASSETS
Buildings and improvements 32,989,967  1,377,231    -                  34,367,198   
Equipment and vehicles 11,625,707  1,261,370    131,695      12,755,382   
Library books and materials 329,926       47,717         -                  377,643        

Total Capital Assets 76,223,893    17,091,186    1,576,706    91,738,373    

Less: Accumulated depreciation 20,651,253    1,362,532      132,220       21,881,565    

Total Capital Assets - Net 55,572,640$  15,728,654$  1,444,486$  69,856,808$  

 

6. TAX REVENUE ANTICIPATION NOTES 
On July 1, 2007, the District issued $4,000,000 of tax revenue anticipation notes (TRANs) at an 
interest rate of 4.50%, due June 30, 2008.  These TRANs were issued under the authority of the 
California Government Code.  Proceeds from the issuance of TRANs were used to meet fiscal 
2007-08 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 30, 2008, the TRANs were repaid in accordance with the above terms. 

On July 1, 2008, the District issued $3,990,000 of TRANs at an interest rate of 3.50% due 
June 30, 2009. 

7. LONG-TERM LIABILITIES 

The long-term liability activity for the year ended June 30, 2008, is shown below:  

Beginning Payments and Ending Current
Balance Additions Reductions Balance Portion

Compensated absences 1,339,195$    119,480$       -$                   1,458,675$      -$                 
Capital lease obligations -                    96,802         34,288         62,514            30,288       
Early retirement incentives 127,299        -                   127,299       -                      -                 
General obligation bonds 86,362,030   43,799,997  2,742,741    127,419,286   3,198,323  
Accreted interest 3,949,520     4,365,138    297,259       8,017,399       426,677     
Unamortized bond premium 7,480,362     678,193       1,333,260    6,825,295       -                 

Total 99,258,406$  49,059,610$  4,534,847$    143,783,169$  3,655,288$   
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Capital Lease Obligation 

 The company leases equipment valued at $96,802 under agreements which provide for title to 
pass upon expiration of the lease period.  Future minimum payments are as follows: 

Years Ended June 30 Principal Interest Total

2009 30,288$         4,001$           34,289$         
2010 32,226           2,062             34,288           

Total 62,514$         6,063$           68,577$         
 

General Obligation Bonds 

The general obligation bonds payable at June 30, 2008, are comprised of the following issue: 

2005 Series B general obligation bonds due in annual installments of 
$27,496 to $7,870,000, beginning August 1, 2006, through August 1, 2029, 
at interest from 3.00% to 5.38%. 23,242,723$    

2005 general obligation refunding bonds due in annual installments of 
$852,260 to $2,685,000, beginning August 1, 2005, through August 1, 2018, 
at interest from 3.50% to 12.00%. 17,751,283      

2006 general obligation refunding bonds due in annual installments of 
$710,000 to $9,290,000, beginning August 1, 2007, through August 1, 2020, 
at interest from 3.75% to 12.00%. 42,625,283      

2008 Series C general obligation bonds due in annual installments of 
$77,832 to $5,300,000, beginning August 1, 2020, through August 1, 2034, 
at interest from 4.95% to 5.18%. 43,799,997      

Total 127,419,286$  

The amount of interest cost incurred during the year ended June 30, 2008, was $6,103,911, all 
of which was charged to expenses. 
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The annual requirements to amortize the 2005 Series B general obligation bonds are as follows: 

Principal Interest Principal
Accreted 
Interest Totals

2009 1,240,000$    2,185,000$    -$                   -$                   3,425,000$       
2010 330,000         2,161,450    -                   -                    2,491,450        
2011 430,000         2,149,513    -                   -                    2,579,513        
2012 540,000         2,133,076    -                   -                    2,673,076        
2013 665,000         2,110,326    -                   -                    2,775,326        
2014-2018 4,050,000      5,088,839    -                   -                    9,138,839        
2019-2023 -                    -                   -                   -                    -                       
2024-2028 -                    -                   12,498,186  24,331,814  36,830,000      
2029-2033 -                    - 3,489,537    8,335,463    11,825,000      

Totals 7,255,000$    15,828,204$  15,987,723$  32,667,277$  71,738,204$     

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

2009 -$                     577,582$         903,323$         426,677$         1,907,582$      
2010 -                      577,582         1,027,616      672,384          2,277,582       
2011 -                      577,582         968,364         831,636          2,377,582       
2012 -                      577,582         909,720         990,280          2,477,582       
2013 -                      577,582         852,260         1,147,740       2,577,582       
2014-2018 10,405,000      1,945,516      -                     -                      12,350,516     
2019-2023 2,685,000        70,481           -                     -                      2,755,481       

Totals 13,090,000$    4,903,907$      4,661,283$      4,068,717$      26,723,907$    

Current Interest Bonds Capital Appreciation Bonds

 

The annual requirements to amortize the 2006 refunding general obligation bonds are as 
follows: 

Principal Interest Principal
Accreted 
Interest Totals

2009 1,055,000$      1,768,781$      -$                     -$                     2,823,781$      
2010 2,045,000        1,710,656      -                     -                      3,755,656       
2011 2,265,000        1,629,844      -                     -                      3,894,844       
2012 2,435,000        1,541,719      -                     -                      3,976,719       
2013 2,610,000        1,447,125      -                     -                      4,057,125       
2014-2018 10,710,000      6,032,970      2,925,283      5,619,717       25,287,970     
2019-2023 18,580,000      1,279,000      -                     -                      19,859,000     

Totals 39,700,000$    15,410,095$    2,925,283$      5,619,717$      63,655,095$    

Current Interest Bonds Capital Appreciation Bonds
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The annual requirements to amortize the 2008 Series C general obligation bonds are as follows: 

Principal Interest Principal
Accreted 
Interest Totals

2009 -$                     -$                     -$                     -$                     -$                     
2010 -                      -                     -                     -                      -                      
2011 -                      -                     -                     -                      -                      
2012 -                      -                     -                     -                      -                      
2013 -                      -                     -                     -                      -                      
2014-2018 -                      -                     -                     -                      -                      
2019-2023 -                      -                     13,266,365    14,488,635    27,755,000     
2024-2028 -                      -                     8,447,062      11,202,938    19,650,000     
2029-2033 -                      -                     15,239,710    34,995,290    50,235,000     
2034-2038 -                      -                     6,846,860      19,663,139    26,509,999     

Totals -$                     -$                     43,799,997$    80,350,002$    124,149,999$  

Current Interest Bonds Capital Appreciation Bonds

 

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 2007-08 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, 2008, 2007, 
and 2006 were $1,030,967, $959,569, and $867,318, 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, 2008. 
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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 Q Street, Sacramento, California 95811. 

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 2007-08 was 9.306% 
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, 2008, 2007, 
and 2006, were $595,538, $545,531, $485,895, 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, 2008, 179 retirees received these benefits for a total cost of 
$823,167. 

The District has estimated the present value of the postemployment health care benefit liability 
at June 30, 2008, 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 three significant construction commitments during 2007-2008.   The 
contract commitments were $149,907 for Campus Signage Phase II, $31,500,000 for the 
Educational Center for the Performing Arts, and $23,194,361 for the Library and Learning 
Resources Center.  Subsequent to June 30 2008, the District entered into two additional 
construction commitments, $2,205,935 for the Ceramics Building and $7,373,000 for the North 
Gymnasium. 

11. JOINT POWERS AGREEMENT 

The District participates in property, liability, and workers’ compensation insurance programs 
organized by the Northern California Community College Self Insurance Authority (NCCCSIA).  
The NCCCSIA 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 Joint Powers Authority created to provide dental 
self-insurance for school districts. 

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

Separately issued financial statements can be requested from the JPA’s.  Condensed audited 
financial information for NCCCSIA for the year ended June 30, 2008: 

NCCCSIA

Total assets 13,032,136$    
Total liabilities 5,789,190        

Net Assets 7,242,946$      
Total revenues 7,802,916$      
Total expenditures 7,007,289        

Change in Net Assets 795,627$         

 



NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2008 

 Napa Valley Community 
College District

 
 

33 
 

12. COMPONENT UNITS 

The following summarizes the financial data of the component units included in the basic 
financial statements: 

Napa Valley 
College 

Foundation

Napa Valley 
Vitaculture 

and Wine 
Tech

Total assets 4,455,648$    26,900$         
Total liabilities 166,186         -                     

Net Assets 4,289,462$    26,900$         

Total revenues 594,826$       30,900$         
Total expenses 972,264         4,000             

Change in Net Assets (377,438)$     26,900$         
 

13. NEW PRONOUNCEMENTS 

In July 2004, the GASB issued Statement No. 45, Accounting and Financial Reporting by 
Employers for Postretirement Benefits Other Than Pensions.  This statement establishes 
standards for the measurement, recognition, and display of other postretirement benefit 
expenses/expenditures and related liabilities (assets), note disclosures, and required 
supplementary information in the financial reports of state and local governmental employers. 
The provisions of the statement are effective for the District for periods beginning after 
December 15, 2007. Based on the actuarial study as of January 1, 2006, the first-year annual 
required contribution is estimated to be $2,845,000 for the fiscal year ending June 30, 2009. 
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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, 2008, was composed of the following members: 

  GOVERNING BOARD 

 Name  Office  Term Expires 

 Bruce Ketron President 2010 

 JoAnn Busenbark Vice President 2008 

 Steve Reinbolt Clerk 2008 

 Charles Meng Member 2010 

 Tom Andrews Member 2008 

 Brenda Knight Member 2008 

 Michael Baldini Member 2010 

 Christopher Haggerman Student Trustee 2009 
  (Nonvoting) 
 

ADMINISTRATION 

Dr. Chris McCarthy 
Superintendent/President 

 
Ms. Sue Nelson 

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 2007-08 state apportionment reported to the 
state of California as of June 30, 2008, are summarized below: 

 Reported
Data

SUMMER INTERSESSION (Summer 2007 only)
Noncredit 224.38          
Credit 404.80          
SUMMER INTERSESSION (Summer 2008 - Prior to July 1, 2008)
Noncredit 4.38              
Credit 70.37            
PRIMARY TERMS (Exclusive of Summer Intersession)
Census Procedure Courses
     Weekly census contact hours 3,600.42        
     Daily census contact hours 204.85           
Actual Hours of Attedance Procedure Courses
     Noncredit 671.52           
     Credit 841.38           
Independent Study/Work Experience
     Weekly census contact hours 19.03             
     Noncredit independent study/distance education courses -                     

Total FTES 6,041.13        

SUPPLEMENTAL INFORMATION (Subset of above information)
BASIC SKILLS COURSES AND IMMIGRANT EDUCATION
Noncredit -                     
Credit 224.67           
See the accompanying note to the supplemental information.
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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          236,888$      
Strengthening Institutions Program 84.031          348,851        
College Work Study 84.033          278,614        
Student Support Services 84.042          256,379        
Talent Search 84.044          348,971        
Upward Bound 84.047          187,316        
Pell Grants 84.063          2,162,588     
Veterans Education 84.064          763               
Academic Competitiveness Grants 84.375          22,500          

Total Direct U.S. Department of Education 3,842,870      

U.S. DEPARTMENT OF EDUCATION
Passed Through California Department of Education
Career and Technical Education Act
    Title IIC - Block Grant 84.049          134,470        
    Title IIIE - Tech Prep 84.049          76,648          
Vocational Rehabilitation 84.126          291,321        

Total U.S. Department of Education Passed Through Other Agencies 502,439         

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Temporary Assistance for Needy Families 93.558          11,875          

U.S. DEPARTMENT OF COMMERCE
Small Business Development Center 59.037          55,433          

U.S. DEPARTMENT OF LABOR
Workforce Investment Act of 1998 17.269          550,000        

U.S. DEPARTMENT OF AGRICULTURE
Child Care Food 10.558          41,379          
Food and Agriculture Sciences National Needs 
   Graduate Fellowship Grants 10.210           2,672             

Total U.S. Department of Agriculture 44,051           

Total Expenditures of Federal Awards 5,006,668$    

See the accompanying note 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
Basic Skills 92,072$        124,362$      216,434$      216,434$      -$                  190,691$      25,743$        25,743$        
Bay Area Regional Techincal Prep Consortium 45,000         -                   45,000         30,000         15,000         -                   45,000         45,000         
Board Financial Assistance Program 215,815       -                   215,815       215,815       -                   11,770         204,045       204,045       
CalWORKS 167,324       -                   167,324       167,324       -                   -                   167,324       167,324       
Career Technical Education - Nursing Education 246,025       351,720       597,745       473,345       28,901         292,483       209,763       209,763       
Career Technical Education - Hospitality Mgmt. -                   186,648       186,648       146,651       -                   2,709           143,942       143,942       
Child Care Preschool 164,387       -                   164,387       164,387       -                   -                   164,387       164,387       
Child Care Renovation and Repair -                   18,715         18,715         18,715         -                   -                   18,715         18,715         
Child Development Training Consortium 13,400         -                   13,400         13,400         -                   108              13,292         13,292         
City of Napa - Spec Business Training 7,500           -                   7,500           5,625            1,875           -                   7,500           7,500           
Cooperative Agencies Resources for Education 75,532         -                   75,532         75,532         -                   -                   75,532         75,532         
Disabled Student Program and Services 1,979,302    27,693         2,006,995    2,006,995    -                   -                   2,006,995    2,006,995    
Economic Development SBDC 150,000       -                   150,000       150,000       -                   -                   150,000       150,000       
ETP - SBDC 3,588           (618)            2,970           2,970            -                   -                   2,970           2,970           
EWD - EMT Grant 140,754       -                   140,754       140,754       (21,864)       -                   118,890       118,890       
EWD - Youth Entrepreneur 60,000         -                   60,000         -                    8,293           -                   8,293           8,293           
Extended Opportunity Program and Services 613,260       -                   613,260       613,260       -                   -                   613,260       613,260       
Faculty and Staff Diversity 11,372         30,244         41,616         41,616         -                   12,778         28,838         28,838         
Foster Parent Training 90,232         -                   90,232         -                    90,232         -                   90,232         90,232         
General Child Care 607,135       -                   607,135       579,091       14,022         -                   593,113       593,113       
Independent Living 13,350         -                   13,350         1,365            11,985         -                   13,350         13,350         
Infant Toddler Resources 3,314           -                   3,314           3,314            -                   -                   3,314           3,314           
Instructional Equipment 175,000       98,220         273,220       273,220       -                   52,208         221,012       221,012       
JDTIF Hospitality Training 209,452       101,396       310,848       310,848       -                   72,144         238,704       238,704       
Lottery 112,540       -                   112,540       112,540       -                   -                   112,540       112,540       
Math Engineering Science Achievement 84,515         -                   84,515         61,125         23,390         -                   84,515         84,515         
Matriculation Programs - Credit 394,068       -                   394,068       394,068       -                   -                   394,068       394,068       
Matriculation Programs - Noncredit 184,765       -                   184,765       184,765       -                   -                   184,765       184,765       
P.O.S.T. 457,082       162,047       619,129       579,085       40,045         69,537         549,593       549,593       
RN Capacity Building Grant 229,293       133,356       362,649       362,649       -                   228,730       133,919       133,919       
Staff Development -                   26,289         26,289         26,289         -                   26,289         -                   -                   
Technology Training Infrastructure Project 45,183         72,224         117,407       117,407       -                   16,108         101,299       101,299       
Temporary Assistance for Needy Families 11,875         -                   11,875         11,875         -                   -                   11,875         11,875         
Transfer and Articulation 5,000           219              5,219           5,219            -                   3,383           1,836           1,836           
Wellpoint Endowment 100,000       21,733         121,733       21,733         100,000       -                   121,733       121,733       

Total State Programs 6,708,135$     1,354,248$     8,062,383$     7,527,416$     311,879$        978,938$        6,860,357$     6,860,357$    

See the accompanying note 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 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 AND 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, 2008, which collectively comprise the District’s basic financial 
statements and have issued our report thereon dated January 12, 2009.  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 as a basis for designing our auditing procedures for the purpose of expressing our opinions 
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of 
the District’s internal control over financial reporting.  Accordingly, we do not express an opinion 
on the effectiveness of the District’s internal control over financial reporting. 

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

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

Our consideration of internal control over financial reporting was for the limited purpose described 
in the first paragraph of this section and would not necessarily identify all deficiencies in internal 
control that might be significant deficiencies or material weaknesses.  We did not identify any 
deficiencies in internal control over financial reporting that we consider to be material weaknesses, 
as defined above. 
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER 
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS 
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED  
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 
Continued 

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 
no instances of noncompliance or other matters that are required to be reported under Government Auditing 
Standards. 

This report is intended solely for the information and use of 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 those specified parties. 
 

 

 
January 12, 2009 
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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, 2008.  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 occurred with the types of compliance requirements referred to 
above, which could have a direct and material effect on a major federal program.  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 of 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, 2008. 

 Internal Control Over Compliance 

The management of the District is responsible for establishing and maintaining effective internal 
control over compliance with the 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 the requirements that could have a direct and material effect on a 
major federal program in order to determine our auditing procedures for the purpose of expressing 
our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of 
internal control over compliance.  Accordingly, we do not express an opinion on the effectiveness 
of the District’s internal control over compliance. 
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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 

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

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

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

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

 

 
 
January 12, 2009 
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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 accompanying financial statements of the business-type activities and the 
discretely presented component units of Napa Valley Community College District (the District) as 
of and for the year ended June 30, 2008, which collectively comprise the District’s financial 
statements, and have issued our report thereon dated January 12, 2009.  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

STATE GENERAL APPORTIONMENT FUNDING SYSTEM

RESIDENCY DETERMINATION FOR CREDIT COURSES

STUDENTS ACTIVELY ENROLLED
CONCURRENT ENROLLMENT OF K-12 STUDENTS IN 
  COMMUNITY COLLEGE 

USES OF MATRICULATION FUNDS

GANN LIMIT CALCULATION

ENROLLMENT FEES

CALIFORNIA WORK OPPORTUNITY AND RESPONSIBILITY TO KIDS (CALWORKS)

SCHEDULED MAINTENANCE PROGRAM

OPEN ENROLLMENT

MINIMUM CONDITIONS - "STANDARDS OF SCHOLARSHIP"

STUDENT FEES - INSTRUCTIONAL MATERIAL FEES AND HEALTH FEES



 

 47

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.  Further, 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. 

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. 

 

 
 
January 12, 2009 
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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
Significant deficiency identified not considered to be material weakness? No

Noncompliance material to financial statements noted? No

FEDERAL AWARDS 

Internal control over major programs 
Material weaknesses identified? No
Significant deficiency identified not considered to be material weakness? No

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

Audit findings disclosed relative  
   to major federal award programs? No

Identification of major programs 
CFDA No. 84.007, 84.033, 84.063, and 84.375 Student Financial Assistance Cluster
CFDA No. 84.042, 84.044, and 84.047 Federal TRIO Programs
CFDA No. 84.031 Title III

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

Determined to be a low-risk auditee? No

STATE AWARDS 

Internal control over state programs 
Material weaknesses identified? No
Significant deficiency identified not considered to be material weakness? No

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

None. 

SECTION III FINDINGS 
FEDERAL AWARDS AUDIT 

None. 
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None. 

 



SUMMARY SCHEDULE OF 
PRIOR AUDIT FINDINGS 
June 30, 2008 

Napa Valley Community 
College District

 

52 

SECTION IV FINDINGS 
STATE AWARDS AUDIT 

STATE COMPLIANCE (REPEATABILITY OF COURSES) 
07-01 

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 

Fully implemented. 


