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INDEPENDENT AUDITORS’ REPORT



 

2 Engagement File Room - 75223 

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 
aggregate discretely presented component units of Napa Valley Community College District (the 
District) as of and for the year ended June 30, 2010, which collectively comprise the District’s basic 
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 applicable to financial audits contained in Government Auditing 
Standards issued by the Comptroller General of the United States.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are 
free of material misstatement.  An audit includes 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 aggregate discretely presented 
component units of the District as of June 30, 2010, 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 December 8, 
2010, on our consideration of the District’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts and grant agreements, and other 
matters.  The purpose of that report is 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 
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.  

Accounting principles generally accepted in the United States of America require that the 
management’s discussion and analysis on pages 5 through 13 be presented to supplement the basic 
financial statements. Such information, although not a part of the basic financial statements, is required 
by the Governmental Accounting Standards Board, who considers it to be an essential part of financial 
reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary 
information in accordance with auditing standards generally accepted in the United States of America, 
which consisted of inquiries of management about the methods of preparing the information and 
comparing the information for consistency with management’s responses to our inquiries, the basic 
financial statements, and other knowledge we obtained during our audit of the basic financial 
statements.  We do not express an opinion or provide any assurance on the information because the 
limited procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 



 

3 

INDEPENDENT AUDITORS’ REPORT 
Continued 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the District’s financial statements.  The accompanying financial information listed as supplementary 
information in the table of contents is presented for purposes of additional analysis and is not a required part of 
the 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, Audits of States, Local Governments, and Non-Profit Organizations, and is also not a required part of 
the financial statements of the District.  The schedule of expenditures of federal awards is the responsibility of 
management and was derived from and related directly to the underlying accounting and other records used to 
prepare the financial statements.  The information has been subjected to the auditing procedures applied in the 
audit of the financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial statements or to 
the financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the information is fairly stated in all material 
respects in relation to the financial statements as a whole.  

 

 
 
December 8, 2010 
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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 and the Napa Valley Viticulture & 
Wine Technology 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 

Due to the continuing State and national economic downturn, Napa Valley Community College 
District experienced a very difficult year both financially and in fulfilling its mission of providing 
educational opportunities to the local community. The 2009-10 State Budget Act resulting in state 
funding reductions exceeding $3.5 million while the statewide system, including Napa Valley 
College, were experiencing record demand for services.  
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The District received $305,650 in Federal American Reinvestment and Recovery Act funds provided 
specifically to offset the large reduction to state categorical programs. Due to the drastic funding 
reductions for fiscal year 2009-10, the college significantly reduced its’ course offerings, yet 
experienced an increase in the number of full time equivalent students (FTES) eligible for State 
funding by 189 FTES to a record 6,645.64 FTES.   
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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. 

2010 2009 Change

ASSETS

CURRENT ASSETS
Cash and cash equivalents 3,802,838$     7,420,157$     -49%
Short-term investments 455,283 449,221 1%
Receivables 7,865,872 10,482,841 -25%
Inventory, prepaid, and other assets 466,307 669,054 -30%

Total Current Assets 12,590,300      19,021,273      -34%

NONCURRENT ASSETS
Restricted cash and cash equivalents 24,313,572 61,266,878 -60%
Deferred charges 1,986,722      2,136,901      -7%
Capital asset - net 140,544,739 103,688,679 36%

Total Noncurrent Assets 166,845,033    167,092,458    0%

Total Assets 179,435,333$  186,113,731$  -4%

LIABILITIES

CURRENT LIABILITIES
Accounts payable and accrued liabilities 4,874,958$     7,014,771$     -31%
Deferred revenue 1,764,715 2,595,417 -32%
Other current liabilities 6,777,288 8,281,871 -18%

Total Current Liabilities 13,416,961      17,892,059      -25%

NONCURRENT LIABILITIES
Other postemployment benefits (OPEB) 6,508,369      3,233,033      101%
Long-term liabilities - noncurrent portion 140,743,186 139,096,949 1%

Total Noncurrent Liabilities 147,251,555 142,329,982 3%

Total Liabilities 160,668,516    160,222,041    0%

NET ASSETS

Invested in capital assets - net 16,224,888      16,170,494      0%

Restricted 9,138,946 8,383,682 9%
Unrestricted:

Reserve for noncash assets 466,307         669,054         -30%
Designated for capital and other projects 163,878         252,199         -35%
General contingency reserve (7,227,202)     416,261         -1836%

Total Unrestricted (6,597,017)       1,337,514        -593%

Total Net Assets 18,766,817      25,891,690      -28%

Total Liabilities and Net Assets 179,435,333$  186,113,731$  -4%
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Current cash and cash equivalents consist mainly of cash in the Napa County treasury. 

Receivables include receivables from State and federal grants as well as general apportionment 
earned but not received by year end.  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.  Capital assets increased $39,083,775 with a corresponding increase in 
accumulated depreciation of $2,227,711.  The footnotes to the financial statements contain a 
breakdown of the net capital assets. 

Accounts payable and accrued liabilities consist mainly of payables due to vendors and the 
government of $4,874,958. 

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 2010-11 fiscal year of $180,473. 

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 $1,219,912, early retirement incentive payable of 
$1,381,839, and general obligation bonds and related liabilities of $138,141,435 are the major 
components of the noncurrent portion. 

The substantial change in unrestricted net assets is due primarily to the change to the general 
contingency reserve which contains charges/expenses for the current year OPEB ($3.2 million), 
remaining liability for the fiscal year 2009-10 Early Retirement Incentive Program ($1.3 million), and 
current year depreciation expense of $2.2 million. 

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 2009-10.  Restricted net assets consist primarily of net assets held in the Capital Outlay 
Projects Fund for scheduled maintenance and special repairs and in the Bond Interest and Redemption 
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. 

2010 2009 Change

REVENUES

Operating revenues:
Net tuition and fees 3,392,762$   2,886,718$      18%
Grants, contracts, and other designated

revenues - noncapital 8,787,749 10,668,599     -18%
Auxiliary enterprise - net 2,000,551    2,170,277       -8%
Other operating income 449,642       2,188,034       -79%

Total Operating Revenue 14,630,704       17,913,628       -18%

Total Operating Expenses 53,360,654       53,729,708       -1%

Operating Loss (38,729,950)     (35,816,080)     8%

Nonoperating revenues (expenses):
State apportionments - noncapital 10,110,039  7,458,942       36%
Local property taxes 17,596,677  21,224,876     -17%
Lottery and other revenue 1,088,186    1,066,037       2%
Investment income - noncapital 187,370       481,570          -61%
Amortization expense (128,402)        (128,402)        0%
Other non-operating revenues (expenses) - net 80,733         (8,170)             -1088%

Total Nonoperating Revenues (Expenses) 28,934,603       30,094,853       -4%

Loss Before Other Revenues, Expenses, 
Gains, or Losses (9,795,347)     (5,721,227)     71%

Apportionment and property taxes - capital 8,711,585 17,606,870       -51%
Investment income - capital 360,191          1,683,766       -79%
Interest expense - capital (6,372,302)     (6,296,027)     1%
Other non-operating revenues (expenses) - net (29,000)          (19,500)          49%

Increase (Decrease) in Net Assets (7,124,873)       7,253,882         -198%

Net Assets - Beginning of Year 25,891,690       18,637,808       39%

Net Assets - End of Year 18,766,817$     25,891,690$     -28%
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NONOPERATING REVENUES 

Net tuition and fees consist of enrollment fees of $1,912,181; nonresident tuition, noncapital portion 
of $228,737; community services classes (fee based) of $598,137; and all other fees of $653,707.  
The regular enrollment fee was increased to $26 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 $10,110,039.  State 
apportionment represents total general apportionment earned less regular enrollment fees and 
property taxes.  The increase in State apportionments are primarily due to a corresponding decrease in 
local property taxes, as these revenue sources are major components of the State’s funding formula 
for the California Community College System. 

Lottery and other revenues consist primarily of unrestricted State lottery revenue of $873,826. 

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

Revenues

State Apportionment
22.23%

Tuition and Fees
6.43%

Investment Income
1.04%

Other
4.80%

Lottery and Other 
Revenue

2.06%

Local Property Taxes
46.79%

Grants and Contract
16.65%
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OPERATING EXPENSES (BY NATURAL CLASSIFICATION) 

 
2010 2009 Change

Compensation 27,402,774$    29,474,163$    -7%
Employee benefits 12,842,143    11,314,064    14%
Supplies, materials, other operating 

expenses and services 10,145,003    9,972,526      2%
Utilities 685,672         755,289         -9%
Depreciation 2,285,062      2,213,666      3%

Total Operating Expenses 53,360,654$    53,729,708$    -1%
 

Employee benefits increased primarily due to increases in medical premiums and employees taking 
advantage of an early retirement incentive. 

Expenses

Utilities
1.29%

Depreciation
4.28%

Supplies, materials, 
and other
19.01%

Employee benefits
24.07%

Compensation
51.35%
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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. 
 

2010 2009 Change

Net cash provided (used) by:
Operating activities (36,630,698)$ (32,784,757)$ 12%
Noncapital financing activities 29,484,406    30,612,926    -4%
Capital and related financing activities (33,418,271)  (26,964,384)  24%
Investment activities (6,062)           (343,154)       -98%

Net Decrease in Cash (40,570,625)    (29,479,369)    38%

Cash - Beginning of Fiscal Year 68,687,035      98,166,404      -30%

Cash - End of Fiscal Year 28,116,410$    68,687,035$    -59%
 

Cash receipts from operating activities consist primarily of tuition and fees, federal, State, and local 
grants and contracts of $10,413,425.  Cash outlays consist primarily of payments to or on behalf of 
employees of $35,449,748. 

General apportionment of $10,110,039 and property taxes of $17,816,658 are the primary sources of 
noncapital financing. 

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 

During the State of California’s latest budget cycle for fiscal year 2010-11, the California Community 
College System was spared additional funding cuts as the Governor and the State Legislature 
recognized the extremely important role that community colleges play in economic recovery and also 
recognized that the system has experienced increased demand while receiving less funding.   
Although 2010-11 funding looks favorable for community colleges, the State of California continues 
to face historic budget deficits that could lead to further funding reductions in the near term.  State 
leaders and economists are predicting that this very challenging budget environment could last 
through fiscal year 2015.   The District continues to develop budget contingency plans for the current 
and future years. 
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Governmental Accounting Standards Board (GASB) Statement No. 45, Accounting and Financial 
Reporting by Employers for Postemployment Benefits Other Than Pensions requires the District to 
recognize other postemployment benefit (OPEB) expense/expenditures and related liabilities (assets) 
in the financial statements.  The District no longer uses the “pay-as-you go” method to recognize the 
expense for OPEB, oftentimes referred to as “Retiree Health Benefits,” but will accrue dollars for 
active employees as well as funding retired employees. The current and future budget crisis is 
expected to have a negative impact on the District’s ability to provide adequate funding of this 
liability. 

The District’s construction program continues in 2010-11 using bond funds approved in 2002.  The 
Education Center for the Performing Arts, the Library and Learning Resources Center, and the North 
Gym all started in 2007-08, and the Ceramics Building started in late summer 2008, were all 
substantially completed and occupied in 2009-10.  All operating and staffing costs were included in 
the budget for 2010-11.  The remaining bond funds will be used to fund the modernization of 
facilities for the housing of administration and student services.  These projects should be completed 
by late 2011 or early 2012. 



 

 

FINANCIAL SECTION
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June 30, 2010

Primary 
Institution

Component 
Units

ASSETS

CURRENT ASSETS

Cash and cash equivalents 3,802,838$       154,869$       
Short-term investments 455,283 105,000        
Accounts receivable - net 7,865,872       27,409          
Stores inventory 376,861          -                    
Prepaid expenses 89,446             953               

Total Current Assets 12,590,300       288,231         

NONCURRENT ASSETS
Restricted cash and cash equivalents 24,313,572     -                    
Long-term investments -                       4,930,754     
Deferred charges 1,986,722       -                    
Capital assets - net 140,544,739   -                    

Total Noncurrent Assets 166,845,033     4,930,754      

Total Assets 179,435,333$   5,218,985$    

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable 3,194,392$      194,442$      
Accrued salaries and related benefits 1,680,566       -                    
Deferred revenue 1,764,715       -                    
Other accrued liabilities 2,500,140       -                    
Amounts held in trust for others 613,784          -                    
Current portion of long-term debt 3,663,364       -                    

Total Current Liabilities 13,416,961       194,442         

NONCURRENT LIABILITIES
Other postemployment benefits (OPEB) 6,508,369       -                    
Long-term liabilities 140,743,186   -                    

Total Noncurrent Liabilities 147,251,555     -                     

Total Liabilities 160,668,516     194,442         

NET ASSETS (DEFICITS)
Invested in capital assets - net of related debt 16,224,888     -                    
Restricted:

Nonexpendable -                       4,934,294     
Expendable 9,138,946       371,637        

Unrestricted (6,597,017)      (281,388)       

Total Net Assets (Deficits) 18,766,817       5,024,543      

Total Liabilities and Net Assets 179,435,333$   5,218,985$    

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2010

Primary 
Institution

Component 
Units

OPERATING REVENUES
Tuition and fees (gross) 4,104,071$            -$                  
Scholarship discounts and allowances (711,309) -                    

Net Tuition and Fees 3,392,762              -                     

Grants and contracts:
Federal 2,816,738             -                    
State 5,343,948             -                    
Local 627,063 -                    

Other operating payments 449,642                12,256          
Auxiliary enterprise sales and charges 2,000,551             -                    

Total Operating Revenues 14,630,704            12,256           

OPERATING EXPENSES
Salaries 27,402,774          -                    
Employee benefits 12,842,143          -                    
Supplies, materials, and other operating expenses and services 10,145,003          494,040        
Utilities 685,672                -                    
Depreciation 2,285,062             -                    
Payments to students -                            116,201        

Total Operating Expenses 53,360,654            610,241         

Operating Loss (38,729,950)          (597,985)       

NONOPERATING REVENUES (EXPENSES)
State apportionments - noncapital 10,110,039          -                    
Local property taxes - noncapital 17,596,677          -                    
State taxes and other revenues - noncapital 1,088,186             -                    
Investment income - noncapital 187,370                424,563        
Amortization expense (128,402)              -                    
Financial aid revenues - federal 4,986,802             -                    
Financial aid revenues - State 326,759                -                    
Financial aid expenses (5,299,496)          -                    
Other nonoperating revenues-grants/gifts - noncapital 66,668                  480,675        

Total Nonoperating Revenues (Expenses) 28,934,603            905,238         

Income (Loss) Before Other Revenues, Expenses, Gains, or Losses (9,795,347)            307,253         

OTHER REVENUES, EXPENSES, GAINS, OR LOSSES
State apportionments - capital 1,618,747             -                    
Local property taxes - capital 7,092,838 -                    
Investment income - capital 360,191                -                    
Interest expense - capital (6,372,302) -                    
Gain - disposal of capital assets -                            10,408          
Other nonoperating revenues-grants/gifts - capital -                            153,524        
Other nonoperating expense (29,000)                -                    

Total Other Revenues, Expenses, Gains, or Losses 2,670,474              163,932         

Increase (Decrease) in Net Assets (7,124,873)            471,185         

Net Assets - Beginning of Year 25,891,690 4,553,358

Net Assets - End of Year 18,766,817$          5,024,543$    

The accompanying notes are an integral part of these financial statements.
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Year Ended June 30, 2010

Primary 
Institution

Component 
Units

CASH FLOWS FROM OPERATING ACTIVITIES

Tuition and fees 3,033,386$        -$                   
Federal grants and contracts 1,986,376         -                    
State grants and contracts 4,576,912         -                    
Local grants and contracts 816,751            -                    
Payments to suppliers (12,825,464)    (355,003)      
Payments to/on behalf of employees (35,808,478)    -                    
Payments to/on behalf of students -                        (116,201)      
Auxiliary enterprise sales and charges 1,782,977         -                    
Donated securities -                        41,157          
Other payments (193,158)          (53,136)        

Net Cash Used by Operating Activities (36,630,698)      (483,183)       

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

State apportionment and receipts 10,110,039        -                     
Local property tax receipts 17,816,658      -                    
State taxes and other receipts 1,131,179         -                    
Gifts and grants for other than capital purposes -                        152,524        
Financial aid, scholarship, loan trust receipts - federal 4,986,802         -                    
Financial aid, scholarship, loan trust receipts - State 326,759            -                    
Financial aid, scholarship, loan trust disbursements (5,299,496)      -                    
Interest on noncapital investments 345,797            -                    
Other receipts 66,668              480,675        

Net Cash Provided by Noncapital Financing Activities 29,484,406        633,199         

CASH FLOWS FROM CAPITAL AND RELATED FINANCING 
ACTIVITIES

State apportionments for capital purposes 5,599,217          -                     
Capital grants and gifts received -                        16,967          
Purchases of capital assets (39,141,122)    -                    
Proceeds from sales of capital assets -                        10,408          
Principal paid on capital debt (4,011,169)      -                    
Interest paid on capital debt (3,289,226)      -                    
Interest on capital investments 360,191            -                    
Local property taxes and other revenues for capital 7,092,838         -                    
Other nonoperating capital disbursements (29,000)            -                    

Net Cash Provided (Used) by Capital and Related Financing Activities (33,418,271)      27,375           

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds from sales and maturities of investments -                         1,141,810      
Interest on investments -                        421,384        
Unrealized loss on investments (6,062)              -                    
Purchase of investments -                        (2,464,619)   

Net Cash Used by Investing Activities (6,062)               (901,425)       

Net Decrease in Cash and Cash Equivalents (40,570,625)      (724,034)       

Cash and Cash Equivalents Balance - Beginning of Year 68,687,035 878,903         

Cash and Cash Equivalents Balance - End of Year 28,116,410$      154,869$       

The accompanying notes are an integral part of these financial statements.  
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Year Ended June 30, 2010

Primary 
Institution

Component 
Units

RECONCILIATION OF NET OPERATING LOSS TO NET CASH 
USED BY OPERATING ACTIVITIES

Operating loss (38,729,950)$    (597,985)$     
Adjustments to reconcile net operating loss to net cash

used by operating activities:
Depreciation expense 2,285,062        -                    
Net unrealized and realized losses on investments -                        (237,957)      
Donated securities -                        41,157          
Changes in certain assets and liabilities:

Accounts receivables - net (1,784,902)      172,565        
Prepaid expenses 172,658            (41)               
Stores inventory 30,089              -                    
Accounts payable (2,197,536)      139,078        
Accrued salaries and benefits 3,333,059        -                    
Deferred revenue (830,702)         -                    
Compensated absences and early retirement incentives 1,103,380        -                    
Amounts held in trust for others (104,618)         -                    
Other accrued liabilities 92,762              -                    

Net Cash Used by Operating Activities (36,630,698)$    (483,183)$     

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, 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 the Viticulture as component units of the District.  
Accordingly, the financial activities of the Foundation and the 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.   



NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2010 

Napa Valley Community 
College District

 

20 

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. 

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 (the County) 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, 2010, the 
fair value of the County pool is 100.44% of the carrying value and is deemed to not represent a 
material difference.  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, 2010, the LAIF pool includes structured 
notes and asset-backed securities which total 2.64% of the total portfolio.  These structured 
notes and asset-backed securities are subject to market risk as to change in interest rates.  The 
fair value of the District’s investment in LAIF is the same as the carrying value of the pool 
shares.  As of June 30, 2010, the fair value of LAIF is 100.16% 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, 2010.  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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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.  

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 $235,130 at June 30, 2010. 

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

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, 20 to 65 years for land 
improvements, 5 to 20 years for equipment, 5 years for library books, and 5 years for 
technology equipment. Land and construction in progress are considered nondepreciable capital 
assets; therefore, no depreciation is computed. 

Deferred Revenue  Deferred revenue includes 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 revenue also includes 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. The District has a load-banking program for eligible faculty employees whereby the 
employee may accrue overload service toward a paid leave. 
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Bond Premium  Bond premiums are deferred and amortized over the term of the bonds using 
the effective interest method.  Bond premiums are recorded as long-term liabilities. 

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

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

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

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

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

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

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

Nonoperating revenues include activities that have the characteristics of nonexchange 
transactions, such as gifts and contributions, and other revenue sources that are defined 
as nonoperating revenues, such as State appropriations and investment income, 
according to GASB No. 9, Reporting Cash Flows of Proprietary and Nonexpendable 
Trust Funds and Governmental Entities That Use Proprietary Fund Accounting, and 
GASB No. 34, Basic Financial Statements – and Management’s Discussion and 
Analysis – for State and Local Governments. 

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 (BOG) Waivers to qualified students, and these tuition 
waivers are reported as scholarship discounts and allowances.  

Risk Management  The District retains risk for property loss or damage on the first $1,000 per 
occurrence.  Property damage in excess coverage is provided by pooled insurance as a member 
of a joint powers authority.  The Northern California Community College Self Insurance 
Authority (NCCCSIA) covers losses to $25,000, the Statewide Association of Community 
Colleges (SWACC) to $5,000,000, with excess coverage to $250,000,000.   
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Liability coverage has no deductible, coverage to $25,000 through NCCCSIA, SWACC to 
$1,000,000, and excess coverage to a total of $25,000,000 per occurrence.  Workers’ 
compensation coverage is funded to 99% confidence levels with aggregate losses capped at 
$150,000,000.  

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 are 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. 

General Apportionment and Property Tax  The District’s general apportionment is received 
from a combination of local property taxes, State apportionments, and other local sources. 

The counties are responsible for assessing, collecting, and apportioning property taxes.  Taxes 
are levied for each fiscal year on taxable real and personal property in the counties.  Secured 
property taxes attach as an enforceable lien on property as of January 1.  Property taxes on the 
secured roll are due on November 1 and February 1 and become delinquent after December 10 
and April 10, respectfully.  

Secured property taxes are recorded as revenue when apportioned in the fiscal year of the levy.  
The counties apportion secured property tax revenue in accordance with the alternate method of 
distribution prescribed by Section 4705 of the California Revenue and Taxation Code.  This 
alternate method provides for crediting each applicable fund with its total secured taxes upon 
completion of the secured tax roll, approximately October 1 of each year. 

Property taxes are recorded as local revenue sources by the District.  The California 
Community Colleges Chancellor’s Office reduces the District’s entitlement by the District’s 
local property tax revenue and student fees.  The balance is paid from the State’s General Fund 
and is referred to as the State apportionment.  The District’s base revenue is the amount of 
general purpose tax revenue, per full-time equivalent student (FTES), that the District is 
entitled to by law. 
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3. CASH AND INVESTMENTS 

The following is a summary of cash and investments at June 30, 2010: 

Fair Value
Primary 

Institution
Component 

Units

PETTY CASH/CASH AWAITING DEPOSIT 39,560$         200$              

DEPOSITS (1) 1,451,307      154,669         

INVESTMENTS THAT ARE NOT SECURITIES (2)
County treasurer's investment pool 27,080,506  -                    
Local Agency Investment Fund 320               -                    
Money market funds -                    190,181        
Real estate -                    105,000        

Subtotal 27,080,826    295,181         

INVESTMENT SECURITIES
U.S. treasury securities -                    461,486        
U.S. government agency securities:

Federal Home Loan Mortgage Corporation -                    105,692        
Federal National Mortgage Association -                    237,523        

Equity securities -                     3,299,250      
Corporate bonds -                    622,332        
Other -                    14,290          

Total Cash and Cash Equivalents and Investments 28,571,693$  5,190,623$    
 

(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. 

 



NOTES TO THE FINANCIAL STATEMENTS 
June 30, 2010 

Napa Valley Community 
College District

 

25 

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, 2010, the District’s and the Component Units’ bank balances were 
exposed to custodial credit risk as follows: 

Primary 
Institution

Component 
Units

Uninsured and collateralized with securities held by pledging   957,586$       -$                   
the bank, or the pledging bank's trust department or agent, 
but not in the District's name.

Uninsured and uncollateralized 205,283       27,239          

Total 1,162,869$    27,239$         
 

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 Aaa, Aa, or A by 
Moody’s indices.  The District’s investment policy established safety of principal as the 
primary investment objective.  The District’s investments in the County investment pool and 
LAIF are unrated.   

Component Units - Credit Risk – Investments 

The Component Units’ investment policies allow for investments in equity securities and fixed 
income instruments.  Any corporate obligations must be rated BBB or a better rating by 
Standard & Poor’s or a similar rating agency.  The Component Units’ investments rated by 
Standard & Poor’s as of June 30, 2010, are as follows:   

Standard & Poor's Rating as of Year End
Investment Type Fair Value AAA AA+ A+ A BBB+ BBB BBB-

U.S. government agency securities 343,215$     343,215$   -$               -$               -$               -$               -$               -$               
Corporate bonds 622,332       69,019       35,930       137,320     198,686     92,905       59,974       28,498       

Totals 965,547$     412,234$   35,930$     137,320$   198,686$   92,905$     59,974$     28,498$     

 
 
Concentration of Credit Risk - Investments 

The proportion of investment in each of the permissible investment categories is restricted as 
defined in California Government Code, Sections 53601 and 53635.  The District had no 
investment greater than 5% of the District’s total investments that is exposed to the risk of loss 
attributed to the magnitude of the District’s investment in a single issuer.  

The Component Units’ investment policies state that corporate, mortgage-backed, asset-backed, 
and any non-U.S. government or agency securities are limited to 5% of the total portfolio and 
equity investments should be diversified in ten industries or more.  The Component Units were 
in compliance with these investment policies as of June 30, 2010. 
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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, 2010, is as follows: 

Less Than
Investment Type Fair Value 1 Year 1-5 Years

County Treasurer's investment pool 27,080,506$  -$                   27,080,506$  
Local Agency Investment Fund 320              320               -                    

Total 27,080,826$  320$              27,080,506$  

Maturity

 

Component Units - Interest Rate Risk – Investments 

The Component Units’ investment policy limits fixed income securities to an average duration 
of 15 years or less.  The schedule of maturities at June 30, 2010, is as follows:  

More Than
Investment Type Fair Value 1-5 Years 6-10 Years 10 Years

U.S. treasury 461,486$       265,182$       182,340$       13,964$         
U.S. government agency securities 343,215         265,015         78,200           -                     
Corporate bonds 622,332         402,650         219,682         -                     

Total 1,427,033$    932,847$       480,222$       13,964$         

Maturity

 

4. ACCOUNTS RECEIVABLE 

Accounts receivable consisted of the following at June 30, 2010: 

Federal grants and contracts 1,027,353$    
State grants and contracts 3,159,533      
State apportionment - capital 690,949        
State taxes and other revenues 51,583          
Local property taxes 664,784        
Local grants and contracts 41,889          
Tuition and fees 1,207,593      
Auxiliaries 128,048        
Interest receivable 11,496          
Other 882,644        

Total 7,865,872$    
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5. CAPITAL ASSETS 

Changes in capital assets consist of the following: 

Balance Balance
July 1, 2009 Additions Deductions June 30, 2010

NONDEPRECIATED CAPITAL ASSETS
Land 977,897$          -$                   -$                   977,897$          
Construction in progress 42,007,231       37,809,257    927,174         78,889,314       

DEPRECIATED CAPITAL ASSETS
Buildings and improvements 70,244,224     437,065       -                    70,681,289      
Equipment and vehicles 13,907,180     1,805,040    57,464          15,654,756      
Library books and materials 386,024          17,047         -                    403,071           

Total Capital Assets 127,522,556     40,068,409    984,638         166,606,327     

Less: Accumulated depreciation 23,833,877       2,285,062      57,351           26,061,588       

Total Capital Assets - Net 103,688,679$   37,783,347$  927,287$       140,544,739$   

 

6. TAX REVENUE ANTICIPATION NOTES 

On July 8, 2009, the District issued $5,000,000 of Tax Revenue Anticipation Notes (TRANs) at 
an interest rate of 2.25% due June 30, 2010.   These TRANs were issued under the authority of the 
California Government Code.  Proceeds from the issuance of TRANs were used to meet fiscal 
2009-10 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 24, 2010, the TRANs were repaid in accordance to the above terms. 

On July 29, 2010, the District issued $5,495,000 of TRANs at an interest rate of 2.00% due 
June 30, 2011. 

7. LONG-TERM LIABILITIES 

The long-term liability activity for the year ended June 30, 2010, is shown below:  

Beginning Payments and Ending Current
Balance Additions Reductions Balance Portion

Compensated absences 1,498,371$      -$                   278,459$       1,219,912$      -$                 
Capital lease obligations 608,553          -                   608,553       -                      -                 
Early retirement incentive -                     1,745,081    363,242       1,381,839       -                 
General obligation bonds 124,220,963    -                   3,402,616    120,818,347   3,663,364  
Accreted interest 12,113,359     4,643,603    672,384       16,084,578     -                 
Unamortized bond premium 5,811,794       -                   909,920       4,901,874       -                 

Total 144,253,040$  6,388,684$    6,235,174$    144,406,550$  3,663,364$  
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General Obligation Bonds 

The general obligation bonds payable at June 30, 2010, are comprised of the following issue: 

2005 Series B general obligation bonds due in annual installments of 
$27,496 to $7,870,000, beginning August 1, 2006, through August 1, 2029, 
at interest rates from 3.00% to 5.38%. 21,672,723$    

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 rates from 3.50% to 12.00%. 15,820,344      

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 rates from 3.75% to 12.00%. 39,525,283      

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 rates from 4.95% to 5.18%. 43,799,997      

Total 120,818,347$  

 

The amount of interest cost incurred during the year ended June 30, 2010, was $10,447,302, all 
of which was charged to expenses. 

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

Accreted
Principal Interest Principal Interest Totals

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 1,165,000      2,073,726    -                   -                    3,238,726        
2015 1,345,000      2,020,163    -                   -                    3,365,163        
2016-2020 1,540,000      994,950       -                   -                    2,534,950        
2021-2025 -                    -                   3,187,971    5,407,029    8,595,000        
2026-2030 -                    -                   12,799,752  27,260,248  40,060,000      

Totals 5,685,000$    11,481,754$  15,987,723$  32,667,277$  65,821,754$     

Current Interest Bonds Capital Appreciation Bonds
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The annual requirements to amortize the 2005 refunding general obligation bonds are as 
follows: 

Accreted
Principal Interest Principal Interest Totals

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 1,745,000        547,044         -                     -                      2,292,044       
2015 1,895,000        480,534         -                     -                      2,375,534       
2016-2019 9,450,000        988,419         -                     -                      10,438,419     

Totals 13,090,000$    3,748,743$      2,730,344$      2,969,656$      22,538,743$    

Current Interest Bonds Capital Appreciation Bonds

 

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

Accreted
Principal Interest Principal Interest Totals

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 2,790,000        1,345,032      -                     -                      4,135,032       
2015 2,650,000        1,242,188      139,094         200,906          4,232,188       
2016-2020 20,350,000      4,637,250      2,786,189      5,418,811       33,192,250     
2021 3,500,000        87,500           -                     -                      3,587,500       

Totals 36,600,000$    11,930,658$    2,925,283$      5,619,717$      57,075,658$    

Current Interest Bonds Capital Appreciation Bonds

 

The annual requirements to amortize the 2008 Series C general obligation bonds are as follows: 

Accreted
Principal Interest Totals

2011 -$                     -$                     -$                     
2012 -                     -                      -                      
2013 -                     -                      -                      
2014 -                     -                      -                      
2015 -                     -                      -                      
2016-2020 -                     -                      -                      
2021-2025 19,277,590    21,837,410    41,115,000      
2026-2030 6,476,200      12,113,800    18,590,000      
2031-2035 18,046,207    46,398,793    64,445,000      

Totals 43,799,997$    80,350,003$    124,150,000$  

Capital Appreciation Bonds
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8. EMPLOYEE RETIREMENT SYSTEMS 

California State Teachers’ Retirement System 

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, 100 Waterfront Place, Sacramento, California 95605. 

Funding Policy  Active plan members are required to contribute 8.00% 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 2009-10 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, 2010, 2009, 
and 2008 were $972,872, $1,063,608, and $1,030,967, respectively, and equaled 100% of the 
required contributions for each year. 

Other Information  Under CalSTRS 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, 2010. 

California Public Employees Retirement System 

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 7.00% 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 2009-10 was 9.709% 
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, 2010, 2009, 
and 2008, were $628,382, $634,936, and $595,538, respectively, and equaled 100% of the 
required contributions for each year. 
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 Accumulation Program for Part-Time and Limited-Service Employees 

The District has also adopted the Accumulation Program for Part-Time and Limited-Service 
Employees (APPLE).  The Plan is covered under Internal Revenue Code, Section 401A.  Plan 
participants include all individuals who have worked for the District on or after 
January 1, 1992, provided that they are not covered by any other retirement program (e.g., 
CalPERS or CalSTRS) through the District employment.  Each participant makes tax deferred 
contributions to APPLE equal to 3.75% of total compensation, and the District then matches 
that amount. Accounts are established in the name of each participant.  Employee contributions 
are allocated directly to employee accounts.  The minimum allocation participants will receive 
is 7.50% of compensation.  Participant account balances are fully vested and nonforfeitable.  
Participant account balances will be paid in a single distribution upon retirement or other 
termination.  The District’s contributions to APPLE for the fiscal years ended June 30, 2010, 
2009, and 2008, were $42,305, $51,278, and $58,967, respectively, and equaled 100% of the 
required contributions for each year. 

Supplemental Employee Retirement Plan 

In addition to the retirement plans maintained by CalSTRS and CalPERS, the District offered a 
one-time retirement incentive program during fiscal year 2009-10.  The Supplemental 
Employee Retirement Plan (SERP) is a fixed annuity product designed to qualify under 403(b) 
of the Internal Revenue Service Code.  Eligibility is restricted to Regular Faculty, Regular 
Classified or Administrative/Confidential employee in paid status as of December 12, 2009, 
had at least five years of consecutive service as a regular employee with the District as of 
June 30, 2010; is at least 55 years of age as of June 30, 2010; has resigned/retired from 
employment with the District effective no later than June 30, 2010; and applied for benefits 
under the plan by February 12, 2010. 

The District funds this plan over a period of five years with an annual payment of $363,242.  
The first installment was paid in 2009-10.  The total expense was recognized in the financial 
statements at the time the employees applied for the benefits under the plan. 

The District will pay a total of $1,452,968 on behalf of the retirees over the next five years in 
accordance with the following schedule: 
 

Retiree Benefit
Year Ending June 30 Payments

2011 -$                       
2012 363,242            
2013 363,242            
2014 363,242            
2015 363,242            

Total 1,452,968          

Less: Amount representing interest 71,128               

Present Value of Net Payments 1,381,840$        
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9. POSTEMPLOYMENT BENEFITS OTHER THAN PENSION BENEFITS 

 Plan Description 

In addition to the pension benefits described above, the District provides certain health care 
benefits for retired salaried employees. The District provides for the payment of health 
insurance premiums to all faculty and administrative employees who retire with at least 5 years 
of service if hired prior to November 1, 2005, or 15 years of service if hired after October 31, 
2005.  The District also provides medical coverage to all classified employees who retire with 
at least 5 years of service if hired prior to December 8, 2005, or 15 years of service if hired 
after December 7, 2005.   

The District provides these benefits through their retiree health program, a single-employer 
defined benefit health care plan administered by the District that provides for a monthly 
contribution for eligible retirees. 

The plan has 185 retirees receiving benefits and a total of 438 active participants, of which 253 
are not yet eligible to receive benefits. 

Funding Policy 

The District’s agreement with employees is for annual contributions for members who meet the 
eligibility criteria of their collective bargaining agreement and who retire during the term of the 
contract.  The contribution requirements of the District and plan members are established and 
may be amended by the District.  The District has the right to modify, alter, or amend the plan 
in whole or in part. 

The District pays the full insurance premiums of eligible retirees. 

GASB Statement No. 45 requires the actuarial amounts to be calculated using claims cost or 
age-adjusted premiums that approximate costs for retirees separately from those for active 
employees. However, the District’s contributions to the plan are based on actuarial valuations 
prepared using the actuarial cost method. 
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Annual Other Postemployment Benefit (OPEB) Cost and Net Obligation 

For June 30, 2010, the District’s Other Postemployment Benefit (OPEB) cost for the plan was 
$4,084,092. The District’s OPEB cost, the percentage of OPEB cost contributed to the plan, 
and the net OPEB obligation for the year ended June 30, 2010, were as follows: 

Annual required contribution 4,071,598$       
Interest on net OPEB obligation 161,652            
Adjustment to annual required contribution (149,158)          

Annual OPEB Cost 4,084,092         

Contributions 808,756            

Change in Net OPEB Obligation 3,275,336         

Net OPEB Obligation - Beginning of Year 3,233,033         

Net OPEB Obligation - End of Year 6,508,369$       
 

Annual Actual Net Ending
OPEB Employer Percentage OPEB

Year Ended Cost Contributions Contributed Obligation

June 30, 2010 4,084,092$    808,756$       19.80% 6,508,369$    
June 30, 2009 4,071,598$   838,565$      20.60% 3,233,033$   

 
Fiscal year 2009 was the year of implementation of GASB Statement No. 45. Therefore, two 
years of comparative data is available.  In future years, three-year trend information will be 
presented. 

Funded Status and Funding Progress 

The funded status of the plan based on an actuarial update using age-adjusted premiums as of 
July 1, 2008, was as follows: 

Actuarial accrued liability (AAL) 33,726,000$     
Actuarial value of plan assets -                       

Unfunded Actuarial Accrued Liability (UAAL) 33,726,000$     

Funded ratio (actuarial value of plan assets/AAL) 0.00%

Covered payroll (active members) 21,927,525$     

UAAL as a Percentage of Covered Payroll 153.81%
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Actuarial valuations for an ongoing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events into the future.  Examples include 
assumptions about future employment, mortality, and the health care cost trend.  Actuarially 
determined amounts are subject to continuous revision as actual results are compared to past 
expectations and new estimates about the future are formulated.  Although the valuation results 
are based on values which the District’s actuarial consultant believes are reasonable 
assumptions, the valuation results reflect a long-term perspective and, as such, are merely an 
estimate of future costs.  Deviations in any of several factors such as future interest rates, 
Medicare coverage, and changes in marital status could result in actual costs being less or 
greater than estimated. 

Actuarial Methods and Assumptions 

Calculations of benefits for financial reporting purposes are based on the substantive plan (the 
plan as understood by the District and the plan members) and include the types of benefits 
provided at the time of each valuation and the historical pattern of sharing of benefit costs 
between the District and plan members to that point.  The actuarial methods and assumptions 
used are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial 
value of assets, consistent with the long-term perspective of the calculations.  

In the July 1, 2008, actuarial valuation, the projected unit credit with service prorate cost 
method was used.  The actuarial assumptions included a 5% investment rate of return and an 
annual health care cost trend rate of 9% initially, reduced by decrements to an ultimate rate of 
5% after nine years.  Both rates include a 5% inflation assumption.  The actuarial valuation of 
plan assets was the market value of investments as of the measurement date. 

The Plan’s initial unfunded actuarial accrued liability (UAAL) as of July 1, 2008, was 
amortized over a period of 30 years beginning on July 1, 2008.  The remaining amortization 
period at June 30, 2010, was 28 years. 

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. 

 Operating Leases 

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

 Construction Commitments 

The District entered into several construction commitments for a total of $3,676,657 during the 
fiscal year ended June 30, 2010.  Subsequent to June 30, 2010, the District entered into 
additional construction commitments for a total of $1,109,704. 
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11. JOINT POWERS AGREEMENTS 

The District participates in joint ventures under joint power agreements with the following joint 
powers authorities (JPAs): Northern California Community College Self Insurance Authority 
(NCCCSIA), Statewide Association of Community Colleges (SWACC), and Schools Excess 
Liability Fund (SELF).  The relationship between the District and the JPAs is such that the JPAs 
are not component units of the District for financial reporting purposes. The JPAs arrange for 
and provide property, liability, workers’ compensation, vision, and excess liability coverage for 
their members.  Each JPA is governed by a board consisting of representatives from the 
members.  The boards control the operations of the JPAs, including selection of management 
and approval of operating budgets, independent of any influence by the members beyond their 
representation on the boards.  Each member pays a premium commensurate with the level of 
coverage requested and shares surpluses and deficits proportionate to its participation in the 
JPA.   

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.  

Separately issued financial statements can be requested from each JPA.  Condensed audited 
financial information for the JPAs: 

NCCCSIA SELF SWACC SSICCC

Total assets 11,108,086$    209,217,000$  43,932,016$    6,518,526$      
Total liabilities 5,022,171        161,555,000    17,901,413      1,008,968        

Net Assets 6,085,915$      47,662,000$    26,030,603$    5,509,558$      

Total revenues 7,665,909$      26,645,000$    10,816,989$    15,255,436$    
Total expenditures 7,132,708        27,701,000      4,645,357        14,438,881      

Change in Net Assets 533,201$         (1,056,000)$    6,171,632$      816,555$         

June 30, 2009

 

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

Total assets 5,183,789$    35,196$         5,218,985$    
Total liabilities 184,291         10,151           194,442         

Net Assets 4,999,498$    25,045$         5,024,543$    

Total revenues 157,728$       18,460$         176,188$       
Total expenses 596,983         13,258           610,241         

Change in Net Assets (439,255)$     5,202$           (434,053)$     
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The Napa Valley Community College District is a single college district located in Napa County, 
California; and in that part of Sonoma County, California, within the boundaries of Calistoga Joint 
Union High School District.  The District was formed as of July 1, 1965, and formerly a part of the 
Napa Union High School District. There were no changes in boundaries during the fiscal year. 

The Board of Trustees for the year ended June 30, 2010, was composed of the following members: 

  GOVERNING BOARD 

 Name  Office  Term Expires 

 Charles Meng President 2010 

 Tom Andrews Vice President 2012 

 Brenda Knight Clerk 2014 

 JoAnn Busenbark Member 2012 

 Bruce Ketron Member 2014 

 Steve Reinbolt Member 2006 

 Michael Baldini Member 2014 

 James Holliday Student Trustee 2011 
  (Nonvoting) 
 

ADMINISTRATION 

Dr. Edna Baehre 
Superintendent/President 

 
Ms. Sue Nelson 

Vice President, Instruction 
 

Mr. Oscar De Haro 
Vice President, Student Services 

 
Mr. John Nahlen 

Vice President, Business and Finance 
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The full-time equivalent resident students (FTES) eligible for 2009-10 state apportionment reported 
to the State of California as of June 30, 2010, are summarized below: 

 Reported
Data

SUMMER INTERSESSION (Summer 2009 only)
Noncredit 242.81          
Credit 477.08          

SUMMER INTERSESSION (Summer 2010 - Prior to July 1, 2010)
Noncredit -                
Credit 63.36            

PRIMARY TERMS (Exclusive of Summer Intersession)
Census Procedure Courses
     Weekly census contact hours 4,250.16       
     Daily census contact hours 232.79          

Actual Hours of Attedance Procedure Courses
     Noncredit 713.48          
     Credit 648.86          

Independent Study/Work Experience
     Weekly census contact hours 17.10            
     Noncredit independent study/distance education courses -                    

Total FTES 6,645.64        

SUPPLEMENTAL INFORMATION (Subset of Above Information)

BASIC SKILLS COURSES AND IMMIGRANT EDUCATION
Noncredit -                    
Credit 118.30          

See the accompanying note to the supplementary information.  
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Federal

Pass Through/ CFDA Federal
June 30, 2010 Grant Number Number Expenditures

FEDERAL DIRECT AWARDS

U.S. DEPARTMENT OF EDUCATION
Supplemental Education Opportunity Grants 84.007          248,031$           
College Work Study 84.033          247,762             
Student Support Services 84.042          304,905             
Talent Search 84.044          318,115             
Upward Bound 84.047          250,911             
Pell Grants 84.063          4,596,657          
Veterans Education 84.064          1,015                 
Academic Competitiveness Grants 84.375          36,457               

Total Direct U.S. Department of Education 6,003,853           

U.S. DEPARTMENT OF TRANSPORTATION 
FEDERAL HIGHWAY ADMINISTRATION
Highway Training and Education DDECC-09-X-00101 20.215          20,000               

FEDERAL AWARDS PASSED THROUGH OTHER AGENCIES

U.S. DEPARTMENT OF EDUCATION

Passed Through Chancellor's Office
Career and Technical Education Act

 VTEA Title IIC - Block Grant 08-C01-036 84.049          167,185             
    Title IIIE - Tech Prep 08-139-048 84.049          69,027               

ARRA State Fiscal Stabilization Fund 84.394          305,650             

Passed Through California Department of Rehabilitation
Vocational Rehabilitation 26294 84.126          321,644             
ARRA - Vocational Rehabilitation 84.390          61,080               

Total U.S. Department of Education
Passed Through Other Agencies 924,586              

U.S. DEPARTMENT OF AGRICULTURE

Passed Through California Department of Education
Child Care Food 10.558          46,238               

U.S. DEPARTMENT OF COMMERCE

Passed Through California State University, Humboldt
Small Business Development Center 08-1024 59.037          90,545               

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Passed Through Chancellor's Office
Temporary Assistance for Needy Families 93.558          37,375               
Foster Parent Training 93.658          43,238               

Passed Through California Department of Education
CDC Instructional Materials CIMS-8359 93.575          1,374                 
CDC Facilities Renovation & Repair CRPM-8086 93.575          2,468                 

Passed Through Yosemite Community College District
CDC Training Consortium 08-09-4124 93.575          10,856               

Total Department of Health and Human Services 
Passed Through Other Agencies 95,311                

U.S. DEPARTMENT OF LABOR

Passed Through Chancellor's Office
Workforce Investment Act of 1998 05-109-03 17.269          639,522             

Total Expenditures of Federal Awards 7,820,055$         

See the accompanying note to the supplementary information.
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Program Entitlements Program Revenues

Current Prior-Year Cash Accounts Deferred Program
June 30, 2010 Year Carryover Total Received Receivable Revenue Total Expenditures

STATE PROGRAMS

CATEGORICAL APPORTIONMENTS
A D N Enrollment Growth 312,084$      150,777$      462,861$      412,928$      49,933$        161,381$      301,480$      301,480$      
Basic Skills 90,000         -                   90,000         90,000         -                   -                   90,000         90,000         
Board Financial Assistance Program 208,128       41,985         250,113       250,113       -                   -                   250,113       250,113       
CalWORKS 121,333       -                   121,333       121,333       -                   -                   121,333       121,333       
Cooperative Agencies Resources for Education 51,688         -                   51,688         51,688         -                   -                   51,688         51,688         
Disabled Student Program and Services 1,039,685    3,179           1,042,864    1,041,864    -                   -                   1,041,864    1,041,864    
Economic Development SBDC 74,393         -                   74,393         62,481         11,912         -                   74,393         74,393         
Extended Opportunity Program and Services 410,517       28,604         439,121       439,121       -                   9,215           429,906       429,906       
Faculty and Staff Diversity 4,964           6,991           11,955         11,955         -                   11,435         520              520              
Instructional Equipment -                   72,733         72,733         72,733         -                   25,009         47,724         47,724         
Matriculation Programs - Credit 189,630       32,631         222,261       222,261       -                   -                   222,261       222,261       
Matriculation Programs - Noncredit 67,892         19,114         87,006         87,006         -                   -                   87,006         87,006         
Staff Development -                   26,289         26,289         26,289         -                   -                   26,289         26,289         

Subtotal 2,570,314      382,303         2,952,617      2,889,772      61,845           207,040         2,744,577      2,744,577      

CATEGORICAL PROGRAM ALLOWANCES
Bay Area Regional Techincal Prep Consortium 5,000           -                   5,000           5,000            -                   3,723           1,277           1,277           
Career Technical Education - Digital Media -                   56,989         56,989         56,989         -                   -                   56,989         56,989         
Career Technical Education - Green Technologies 310,000       285,368       595,368       695,368       -                   484,213       211,155       211,155       
Career Technical Education - Hospitality Mgmt. -                   -                   -                   -                    -                   -                   -                   -                   
Career Technical Education - Nursing Education -                   243,474       243,474       243,474       -                   120,647       122,827       122,827       
Child Care Preschool 274,586       -                   274,586       323,273       (48,687)       -                   274,586       274,586       
EWD - EMT Grant 125,980       -                   125,980       105,832       20,148         -                   125,980       125,980       
EWD - Youth Entrepreneur 35,000         36,561         71,561         71,561         -                   7,631           63,930         63,930         
Foster Parent Training 43,205         -                   43,205         22,432         20,773         -                   43,205         43,205         
General Child Care 358,357       -                   358,357       353,396       4,961           -                   358,357       358,357       
JDTIF Hospitality Training -                   -                   -                   -                    -                   -                   -                   -                   
Math Engineering Science Achievement 60,568         11,316         71,884         59,242         5,050           -                   64,292         64,292         
P.O.S.T. 689,000       254,915       943,915       695,670       81,689         -                   777,359       777,359       
RN Capacity Building Grant -                   95,916         95,916         95,916         -                   -                   95,916         95,916         
Technology Training Infrastructure Project -                   12,132         12,132         12,132         -                   -                   12,132         12,132         
Temporary Assistance for Needy Families 37,375         -                   37,375         36,088         1,287           -                   37,375         37,375         
Transfer and Articulation -                   2,888           2,888           2,888            -                   2,714           174              174              
Wellpoint Endowment 100,000       -                   100,000       -                    100,000       -                   100,000       100,000       

Subtotal 2,039,071      999,559         3,038,630      2,779,261      185,221         618,928         2,345,554      2,345,554      

Total State Programs 4,609,385$     1,381,862$     5,991,247$     5,669,033$     247,066$        825,968$        5,090,131$    5,090,131$    

See the accompanying note to the supplementary information.
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Debt Special Capital Internal Trust and Total
General Service Revenue Enterprise Projects Service Agency All Funds

June 30, 2010, Annual Financial and Budget
Report (Form CCFS-311) Fund Balances 3,423,470$  8,978,834$  5,798$         701,298$     13,839,022$    3,086,844$  92,944$       30,128,210$    

ADJUSTMENTS AND RECLASSIFICATIONS
DECREASING THE FUND BALANCES
Understatement of accounts payable -                 -                 -                 -                  (376,802)       -                 -                 (376,802)       

Net Adjustments and Reclassifications -                   -                   -                   -                   (376,802)         -                   -                   (376,802)         

June 30, 2010, Audited Financial Statement 
Fund Balances 3,423,470$ 8,978,834$ 5,798$        701,298$    13,462,220$   3,086,844$ 92,944$      29,751,408$   

See the accompanying note to the supplementary information.
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PURPOSE OF SCHEDULES 

Schedule of Workload Measures for State General Apportionments/Annual 
Attendance 

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 

These schedules are prepared on the modified accrual basis of accounting.  OMB Circular  
A-133 requires disclosure of the financial activities of all federally funded programs.  These 
schedules were prepared to comply with OMB Circular A-133 and state requirements. 

Reconciliation of Annual Financial and Budget Report (CCFS-311) 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 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, 2010, which collectively comprise the District’s basic financial statements and have 
issued our report thereon dated December 8, 2010.  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 deficiency in internal control 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 and correct misstatements on a timely basis.  A material weakness is a 
deficiency, or combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the District’s financial statements will not be 
prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all deficiencies 
in internal control over financial reporting that might be deficiencies, 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.  However, we identified 
a deficiency in internal control over financial reporting, described in the accompanying 
schedule of findings and questioned costs that we consider to be a significant deficiency in 
internal control over financial reporting (item 10-1).  A significant deficiency is a deficiency, or 
a combination of deficiencies, in internal control that is less severe than a material weakness, 
yet important enough to merit attention by those charged with governance. 
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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. 

The District’s response to the findings identified in our audit is described in the accompanying schedule of 
findings and questioned costs.  We did not audit the District’s response; and, accordingly, we express no 
opinion on it. 

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

 

 
 
December 8, 2010 
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE 
WITH REQUIREMENTS THAT COULD HAVE A DIRECT 
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM 
AND ON 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 could have a direct and material effect on each of its 
major federal programs for the year ended June 30, 2010.  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, that could have a direct and material effect on a major federal program, occurred.  An audit 
includes examining, on a test basis, evidence about the District’s compliance with those 
requirements and performing such other procedures as we considered necessary in the 
circumstances.  We believe that our audit provides a reasonable basis for our opinion.  Our audit 
does not provide a legal determination of the District’s compliance with those requirements. 

In our opinion, the District complied, in all material respects, with the compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs 
for the year ended June 30, 2010. 

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, and to test and report on internal control over compliance in accordance 
with OMB Circular A-133, 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 THAT COULD HAVE A DIRECT 
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM 
AND ON INTERNAL CONTROL OVER COMPLIANCE IN 
ACCORDANCE WITH OMB CIRCULAR A-133 
Continued 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal 
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or 
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility 
that material noncompliance with a type of compliance requirement of a federal program will not be 
prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control that might be 
deficiencies, significant deficiencies, or material weaknesses in internal control over compliance. 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. 
 

 
 
December 8, 2010 
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE 

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

We have audited the financial statements of the 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, 2010, which collectively comprise the District’s basic financial statements, and have 
issued our report thereon dated December 8, 2010.  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
CREDIT COURSES

USES OF MATRICULATION FUNDS

GANN LIMIT CALCULATION

ENROLLMENT FEES

CALIFORNIA WORK OPPORTUNITY AND RESPONSIBILITY TO KIDS (CALWORKS)

SCHEDULED MAINTENANCE PROGRAM

OPEN ENROLLMENT

STUDENT FEES - INSTRUCTIONAL MATERIAL FEES AND HEALTH FEES
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE 
Continued 

Based on our audit, for the items tested, we found the District complied with the state laws and regulations 
referred to above, except as described in the schedule of findings and questioned costs.  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, except as described in the accompanying schedule of findings and questioned 
costs as items 10-2 and 10-3. 

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. 

 

 
 
December 8, 2010 
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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? Yes

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 Nos. 84.007, 84.033, 84.063, and 84.375 Student Financial Assistance Cluster
CFDA Nos. 84.126, 84.390 Vocational Rehabilitation
CFDA No. 84.394 ARRA State Fiscal Stabilization Fund

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

Determined to be a low-risk auditee? Yes

STATE AWARDS 

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

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

INTERNAL CONTROL (Other Postemployment Benefits) 
10-1 
 
Significant Deficiency 
 
Condition 
 
The District has not adopted an accounting policy and procedures for recognizing other 
postemployment benefits (OPEB) cost for both current and retired employees in accordance with 
GASB Statement No. 45, Accounting and Financial Reporting by Employers For Postemployment 
Benefits and an Accounting Advisory issued by the Chancellor’s office. 
 
Criteria 
 
Accounting Advisory: GASB Statement No. 45 – Accounting For Other Postemployment Benefits 
issued by the California Community Colleges Chancellor’s office provides guidance and clarity to the 
accounting for OPEB costs pursuant to GASB Statement No. 45. 

GASB 45 requires accounting for all costs of retiree health benefits on an accrual basis.  Therefore, an 
entity is required to recognize the total compensation of employee services, including OPEB costs. 
 
Effect 
 
The District could lessen the impact in future years by funding a trust that can appreciate over time 
and reduce the financial burden on the District. 
 
Recommendation 
 
We also recommend that the District begin recording the annual cost of retiree benefits for current 
employees by charging the expense directly to the department, programs, and grants wherever the 
employees compensation is currently recorded. We recommend that the District establish an 
irrevocable trust to set aside funds for their OPEB liability. Finally, we recommend that District 
formulate a plan to begin to fund their OPEB liability for current retirees, rather than relying on the 
“pay-as-you-go” method. 
 
Response 
 
The District will discuss recommendations with their Board of Trustees and formulate a plan to begin 
to fund their OPEB liability. 
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SECTION III FINDINGS 
FEDERAL AWARDS AUDIT 

None. 
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SECTION IV FINDINGS 
STATE AWARDS AUDIT  

STATE COMPLIANCE (Concurrent Enrollment) 
10-2 

Significant Deficiency 

Condition 

The District does not have a procedure for determining that no more than 10% of the enrollment 
claimed for apportionment for each course section consists of special part-time and full-time students. 
The District does not have a procedure for determining that they are not claiming state 
apportionments for special part-time and full-time students enrolled in physical education courses in 
excess of 5% of the District’s total reported FTES of special part-time and full-time students.  In our 
testing of physical education courses, we identified no overstatement of FTES. 

Criteria 

For physical education classes, no more than 10% of the District’s enrollment may be comprised of 
special part-time or full-time students. The 10% limit serves as a limit on how many students may be 
claimed for apportionment in each section, and not how many may actually be enrolled in a class 
section. In addition, the District may not receive state apportionments for special part-time and full-
time students enrolled in physical education courses in excess of 5% of the District’s total reported 
FTES of special part-time and full-time students (CCR, Title 5, Section 76002(a)). 

Effect 

There is a potential for FTE overstatement for special part-time and full-time students. 

Recommendation 

We recommend that the District establish and perform procedures for reviewing all physical 
education courses to ensure that no more than 10% of the students claimed for apportionment are 
special part-time and full-time students. In addition, we recommend the District establish and perform 
procedures for determining that they are not claiming state apportionments for special part-time and 
full-time students enrolled in physical education courses in excess of 5% of the District’s total 
reported FTES of special part-time and full-time students. 

Response 

The Vice President of Student Services will take this issue under his direction and will form a task 
group to develop, implement, and train staff on the procedures requested. 

Please note that three staff resignations in Admissions and Records in the past 10 months have made 
an impact on the operation, but Admissions and Records now has replaced the one key position, that 
being the Associate Dean of Admissions and Records, which will be a key role in correcting the 
compliance deficiencies found in the audit. 
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STATE COMPLIANCE (Concurrent Enrollment) 
10-3 

Significant Deficiency 

Condition 

The District does not have a procedure for monitoring or controlling the enrollment of advanced 
education students.   

Criteria 

Verify that any special part-time K-12 students present in the course sample are enrolled in no more 
than 11 units per semester and that the District has obtained verification from the K-12 school district 
that the student can benefit from advanced scholastic or vocational work. (California Education 
Code, Sections 48800(a), 48800.5, 76300, and 76001(d)).  

Effect 

There is potential for FTE understatement as the District is limited on claiming FTEs for concurrently 
enrolled students in certain subjects.  There is also potential for non-compliance with state concurrent 
enrollment regulations due to lack of effective monitoring of advanced education students. 

Recommendation 

We recommend that the District implement procedures to update the status of all concurrently 
enrolled students each semester in order to determine whether or not they have graduated from high 
school. 

Response 

The Vice President of Student Services will take this issue under his direction and will form a task 
group to develop, implement, and train staff on the procedures requested. 

Please note that three staff resignations in Admissions and Records in the past 10 months have made 
an impact on the operation, but Admissions and Records now has replaced the one key position, that 
being the Associate Dean of Admissions and Records, which will be a key role in correcting the 
compliance deficiencies found in the audit. 
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Not applicable:  There are no current-year findings related to federal awards. 
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STATE COMPLIANCE (Concurrent Enrollment) 
09-1 

Significant Deficiency 

Condition 

The District does not have a procedure for determining that no more than 10% of the enrollment 
claimed for apportionment for each course section consists of special part-time and full-time students. 
The District does not have a procedure for determining that they are not claiming state 
apportionments for special part-time and full-time students enrolled in physical education courses in 
excess of 5% of the District’s total reported FTES of special part-time and full-time students.  In our 
testing of physical education courses, we identified no overstatement of FTES. 

Criteria 

For physical education classes, no more than 10% of the District’s enrollment may be comprised of 
special part-time or full-time students. The 10% limit serves as a limit on how many students may be 
claimed for apportionment in each section, and not how many may actually be enrolled in a class 
section. In addition, the District may not receive state apportionments for special part-time and full-
time students enrolled in physical education courses in excess of 5% of the District’s total reported 
FTES of special part-time and full-time students (CCR, Title 5, Section76002(a)). 

Effect 

There is a potential for FTE overstatement for special part-time and full-time students. 

Recommendation 

We recommend that the District establish and perform procedures for reviewing all physical 
education courses to ensure that no more than 10% of the students claimed for apportionment are 
special part-time and full-time students. In addition, we recommend the District establish and perform 
procedures for determining that they are not claiming state apportionments for special part-time and 
full-time students enrolled in physical education courses in excess of 5% of the District’s total 
reported FTES of special part-time and full-time students. 

Response 

The Vice President of Student Services will take this issue under his direction and will form a task 
group to develop, implement, and train staff on the procedures requested. 

Please note that three staff resignations in Admissions and Records in the past 10 months have made 
an impact on the operation, but Admissions and Records now has replaced the one key position, that 
being the Associate Dean of Admissions and Records, which will be a key role in correcting the 
compliance deficiencies found in the audit. 

Status 

Not implemented.  See current-year finding.  
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STATE COMPLIANCE (Concurrent Enrollment) 
09-2 

Significant Deficiency 

Condition 

The District does not have a procedure for monitoring or controlling the enrollment of advanced 
education students.  Two students selected for concurrent enrollment testing were discovered to have 
graduated high school though they had the status of a K-12 student. 

Criteria 

Verify that any special part-time K-12 students present in the course sample are enrolled in no more 
than 11 units per semester and that the District has obtained verification from the K-12 school district 
that the student can benefit from advanced scholastic or vocational work. (California Education 
Code, Sections 48800(a), 48800.5, 76300, and 76001(d)).  

Effect 

There is potential for FTE understatement as the District is limited on claiming FTEs for concurrently 
enrolled students in certain subjects.  There is also potential for non-compliance with state concurrent 
enrollment regulations due to lack of effective monitoring of advanced education students. 

Recommendation 

We recommend that the District implement procedures to update the status of all concurrently 
enrolled students each semester in order to determine whether or not they have graduated from high 
school. 

Response 

The Vice President of Student Services will take this issue under his direction and will form a task 
group to develop, implement, and train staff on the procedures requested. 

Please note that three staff resignations in Admissions and Records in the past 10 months have made 
an impact on the operation, but Admissions and Records now has replaced the one key position, that 
being the Associate Dean of Admissions and Records, which will be a key role in correcting the 
compliance deficiencies found in the audit. 

Status 

Not implemented.  See current year finding. 

 


