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MANAGEMENT’S DISCUSSION AND ANALYSIS 
JUNE 30, 2012 
 

The Management’s Discussion and Analysis section of the audit provides management the opportunity to review 
the overall financial condition and activities of the district and discuss important fiscal issues.  All information 
presented in this report will be in a two-year comparative format.  Responsibility for the completeness and 
fairness of this information rests with the district. 
 
USING THIS ANNUAL REPORT 
 

As required by the Governmental Accounting Standards Board (GASB) Statement No. 34, “Basic Financial 
Statements and Management Discussion and Analysis for State and Local Governments,” and GASB Statement 
No. 35, “Basic Financial Statements and Management’s Discussion and Analysis for Public Colleges and 
Universities,” the annual report consists of three basic financial statements that provide information on the 
district’s activities as a whole:  the Statement of Net Assets; the Statement of Revenues, Expenses, and 
Change in Net Assets; and the Statement of Cash Flows.  These statements are prepared using the Business 
Type Activity (BTA) model, which is in compliance with the California Community College Chancellor’s Office 
recommendation to report in a manner consistent with other California community college districts. 
 

The focus of the Statement of Net Assets is designed to be similar to bottom-line results for the district.  This 
statement combines and consolidates current financial resources (net short-term spendable resources) with 
capital assets and long-term obligations. The Statement of Revenues, Expenses, and Change in Net Assets 
focus on the costs of the district’s operational activities, which are supported mainly by student tuition and fees.  
Non-operating revenues like property taxes, state apportionment, and grants/contracts make up the primary 
revenue sources of the district.  This approach is intended to summarize and simplify the user’s analysis of the 
sources and costs of various district services to students and the community.  The Statement of Cash Flows 
provides an analysis of the sources and uses of cash within the operations of the district. 
 

FINANCIAL HIGHLIGHTS 
 

The district’s primary funding source is based upon apportionment revenue received from the state.  The key 
component of apportionment is the calculation of Full-Time Equivalent Students (FTES).  Based on the annual 
CCFS-320 report, SCCCD resident FTES reported for the 2011-12 fiscal year was 26,159 – a 10.1% decrease 
from the prior year.  In 2011-12, the community college system was reduced $385 million in funding or a 7.2% 
reduction in funded FTES from the prior year.  With the continuing weak economy and high unemployment rate, 
as well as tuition fee increases at the UC and CSU level, course demand for the district and the community 
college system have continued to exceed available state funding.  Due to the limited funding, California 
community colleges are scrutinizing curriculum offerings and focusing on the three core instructional areas of 
basic skills, transfer, and career technical education. 
 

Even though the district generated 26,159 FTES in 2011-12, the district was paid for only 25,223 FTES due to 
lack of state funds to pay districts for all earned FTES.  Further complicating this issue, the state deficit funded 
the district approximately $2,950,000.  In total for 2011-12, the district was underpaid by approximately $4.4 
million in apportionment funding ($1.4 million in unfunded FTES and $3.0 million in deficit) based on the second 
principal apportionment (P2) and the Annual CCFS-320.  The graph below demonstrates the historical 
differences between earned and funded FTES for the district. 
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The 2011-12 state budget included an increased apportionment inter-year deferral to the community college 
system that grew by an additional $129 million, for the second year in a row, to a total annual deferral of $961 
million.  The deferred revenue was accumulated by reducing the following monthly apportionments: January 
($158 million), February ($158 million), March ($119.5 million), April ($179.5 million), May ($124.5 million), and 
June ($221.5 million).  Additionally, two intra-year deferrals totaling $300 million remained in effect for the year 
(originating in 2009-10).  The first is a $200 million deferral from July to October and the second is a $100 
million deferral from March to May.  Due to the deterioration of state revenues and the state’s poor credit rating, 
the state continues to use deferred payments to the community college system to help balance their cash-flow 
problems.  The district’s share of this system-wide inter-year deferral was approximately $28 million and is 
included in the district’s accounts receivable balance at year end.  The district relies heavily on state 
apportionment, property taxes, federal grants, and state categorical programs to function.  It is important to 
understand the sources and uses of these funds.  The following two graphs depict the district’s major revenue 
sources and expenditures for the general fund.         
 

04-05 05-06 06-07* 07-08 08-09 09-10 10-11 11-12
Actual 26,154 26,298 26,190 27,605 29,694 31,479 29,114 26,159
Funded 26,154 26,298 26,298 26,698 27,693 26,613 27,325 25,223
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Statement of Net Assets 
 
The Statement of Net Assets presents the assets, liabilities, and net assets of the district as of the end of the 
fiscal year using the accrual basis of accounting, which is comparable to the basis of accounting used by most 
private sector institutions.  Net assets—the difference between assets and liabilities—is one way to measure the 
financial health of the district.  This data allows readers to determine the assets available to continue the 
operations of the district.  The net assets consist of three major categories: 1) Invested in capital assets—The 
district’s equity in property, plant, and equipment; 2) restricted net assets (divided into either expendable or 
nonexpendable.)   Restricted net assets are restricted by use constraints placed by outside parties such as 
through agreements, laws, regulations of creditors or other governments, or imposed by law through 
constitutional provisions or enabling legislation; and 3) unrestricted net assets – The district can use these for 
any lawful purpose.  Although unrestricted, the district’s governing board may place internal restrictions on these 
net assets, but it retains the power to change, remove, or modify these restrictions. 
 
Condensed financial information is as follows: 

 
This schedule has been prepared from the district’s Statement of Net Assets on page 11.  Cash, investments, 
and short-term receivables consist primarily of funds held in the Fresno County Treasury and state 
apportionment receivable.  Overall changes in the district’s cash position are explained in the Statement of Cash 
Flows on page 15.  Highlights of the major changes include an increase in the general fund apportionment 
receivable of $7.2 million due to the additional state apportionment deferral and holdback of redevelopment 
funding, which also results in having an equal reduction in cash at year-end.  Restricted cash in the Measure E 
bonds, debt service, and capital projects funds decreased by $6.4 million due to debt payments and 
construction projects being completed.  Capital assets, net of depreciation, increased by $2.4 million.  Deferred 

CURRENT ASSETS 2012 2011
Cash, Investments, and Short-Term Receivables 74,524$                  74,794$                  
Inventory and Prepaid Expenditures 2,143                      1,954                      
TOTAL CURRENT ASSETS 76,667                    76,748                    

NON-CURRENT ASSETS
Restricted Cash 22,380                    28,756                    
Capital Assets, Net of Depreciation 291,538                  289,114                  
TOTAL NON-CURRENT ASSETS 313,918                  317,870                  
TOTAL ASSETS 390,585$               394,618$               

  
CURRENT LIABILITIES

Accounts Payable and Accrued Liabilities 13,311$                  13,239$                  
Deferred Revenue 8,011                      6,523                      
Amount Held in Trust on Behalf of Others 585                          583                          
Compensated Absences Payable 3,345                      3,418                      
Long Term Liabilities - Current Portion 1,887                      3,292                      
TOTAL CURRENT LIABILITIES 27,139                    27,055                    

NON-CURRENT LIABILITIES
Long-Term Liabilities - Non-Current Portion 110,900                  109,464                  
TOTAL LIABILITIES 138,039                  136,519                  

NET ASSETS (Fund Bal)
Investment in Capital Assets, Net of Related Debt 196,101                  195,133                  
Restricted for Expendable Purposes 22,349                    22,896                    
Unrestricted 34,096                    40,070                    
TOTAL NET ASSETS 252,546                  258,099                  
TOTAL LIABILITIES AND NET ASSETS 390,585$               394,618$               

(in thousands)
As of June 30th
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revenues increased by $1.5 million due to the increase in the enrollment fee rate and grant funds held unspent 
at year-end.  And lastly, overall long-term liabilities changed slightly due to increase in the retiree health benefits 
liability and in long-term disability liability; which were offset by the decrease in bond principal balances. 
 
In November 2002 the district passed a $161 million (Proposition 39) general obligation bond to fund capital 
construction projects over the next 12 years.  These funds, when combined with state educational capital bond 
funds, will provide the district with funds to renovate existing facilities and construct new facilities to meet the 
enrollment and technology demands of our stakeholders.  The district has issued four series of these general 
obligation bonds totaling $131 million to date, leaving $30 million in authorized, but unissued bonds. The 
remaining $30 million is to be leveraged with a future state education bond (40% local / 60% state) for facilities 
on the southeast site property.  As of June 30, 2012, approximately $138 million has been expended of the 
$139.9 million available through the original bond issues and interest earnings.  In March 2012 the district 
successfully refunded significant portions of the 2003 and 2004 series bond issuances in an attempt to lower the 
interest expense due to the currently available lower interest rates.  The bond refunding resulted in a savings in 
excess of $2.2 million over the life of the bonds for the District’s taxpayers. 
 

Statement of Revenues, Expenses, and Change in Net Assets 
 

The Statement of Revenues, Expenses, and Change in Net Assets presents the operating results of the district.  
The purpose of the statement is to present the revenues received by the district, both operating and non-
operating, and the expenses paid by the district, operating and non-operating, and any other revenues, 
expenses, gains and losses, received or spent by the district.  State general apportionment funds, while 
budgeted for operations, are considered non-operating revenues according to generally accepted accounting 
principles. 
 

 
Condensed financial information is as follows: 
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Changes in total net assets on the Statement of Net Assets are based on the activity presented in the Statement 
of Revenues, Expenses, and Change in Net Assets.  Generally speaking, operating revenues are received for 
providing goods and services to the various customers and constituencies of the district.  Operating expenses 
are those expenses paid to acquire goods and services for our students and stakeholders and to carry out the 
mission of the district. 
 
The schedule has been prepared from the Statement of Revenues, Expenses, and Change in Net Assets 
presented on page 13. Highlights of the significant changes include a decrease in non-capital grants and 
contracts of $1.2 million.  Salary and benefits expenditures decreased by $1.6 million primarily due to reductions 
in the number of classes offered.  Financial aid related expenditures decreased by $6.2 million as a result of 
serving fewer students, while Pell Grant revenues decreased by $4.7 million.  State apportionment funding 
dramatically decreased $12.3 million as a result of workload reductions and a state deficit adjustment.  
Additionally, non-capital property taxes decreased by $1.3 million, lottery funding fell $0.6 million, and state 
mandate funding decreased $0.8 million.  The district did receive an increase of nearly $5 million in state school 
bond funds for the Old Administration Building project.  The Statement of Revenues, Expenses and Change in 
Net Assets saw an overall decrease in net assets of approximately $5.6 million.   
 
 
Statement of Cash Flows 
 
The statement of cash flows provides additional information about the district’s financial results by reporting its 
major sources and uses of cash.  This information assists readers in assessing the district’s ability to generate 
revenue, meet its obligations as they come due, and evaluate its need for external financing.  The statement is 
divided into several parts.  The first portion is operating cash flows and shows the sources and uses of the 

OPERATING REVENUES 2012 2011
Tuition & Fees 10,285$                  10,519$                  
Grants & Contracts, Non-Capital 33,014                    34,183                    
Auxillary Enterprises & Other Operating Revenues 4,262                       4,294                       

TOTAL OPERATING REVENUES 47,561                    48,996                    
OPERATING EXPENDITURES   

Salaries and Benefits 140,111                  141,701                  
Supplies, Maintenance & Other Operating Expenses 25,038                    24,632                    
Financial Aid 62,315                    68,539                    
Depreciation 7,683                       7,045                       
TOTAL OPERATING EXPENDITURES 235,147                  241,917                  

OPERATING (LOSS) (187,586)                 (192,921)                 
NON-OPERATING REVENUES (EXPENSES)   

State Apportionment 87,300                    99,570                    
Property Taxes 36,098                    37,430                    
State Revenues 3,821                       5,303                       
Pell Grant 52,198                    56,921                    
Net Interest Income / (Expense) (4,470)                     (4,166)                     
Other Non-Operating Revenue 284                          (78)                           
TOTAL NON-OPERATING REVENUES (EXPENSES) 175,231                  194,980                  

(LOSS) / INCOME BEFORE OTHER REV AND EXP (12,355)                   2,059                       

CAPITAL REVENUE
Federal, State and Local Capital Income 6,802                       1,760                       

(DECREASE) / INCREASE IN NET ASSETS (5,553)                     3,819                       

NET ASSETS, BEGINNING 258,099                  254,280                  
NET ASSETS, ENDING 252,546$                258,099$                

For the years Ended June 30th
(in thousands)
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operating activities of the institution.  The second section reflects cash flows from non-capital financing activities 
and shows the sources and uses of those funds.  The third section is cash flows from capital and related 
financing activities.  This section addresses the cash used for the acquisition and construction of capital related 
items.  The fourth section reflects cash flows from investing activities; the cash received and spent for short-term 
investments along with any interest paid or received on those investments. 
  
Condensed financial information is as follows: 
 

 
 
Community College Districts in California rely heavily on state general apportionment and local property taxes to 
support programs and services.  GASB accounting standards require these sources of revenues be shown as 
non-operating since they are not derived directly from our primary users of the colleges’ programs and services 
(students), but rather taxpayers and homeowners.  Operating activities consist primarily of revenue from student 
fees, grants, and contracts; and include payment of employee salaries and benefits and financial aid awards to 
students.  General apportionment and property taxes are the primary sources of non-capital financing activities.  
The purchase of capital assets and construction projects, along with bond debt issuance and payments, are the 
main sources and uses of cash for capital financing activities. Whereas, investment activities relate primarily to 
interest earned on cash balances held in the county treasury.  

2012 2011
Cash provided by (used in)
     Operating activities (174,754)$            (191,623)$            
     Non-capital financing activities 172,245              194,375              
     Capital financing activities (13,381)               (13,785)               
     Investing activities 787                     1,075                  
          Net increase/(decrease) in cash (15,103)               (9,958)                 
               Cash, Beginning of Year 69,755                79,713                
               Cash, End of Year 54,652$              69,755$              

For the years Ended June 30th
(in thousands)
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Economic and Financial Factors Affecting the Future of the District 
 
California’s general fund revenues continue to remain strained due to the struggling state economy, high 
unemployment rate, and depressed housing market. For the second year, the Legislature passed its 2012-13 
budget bill under Proposition 25’s simple majority authority, rather than the previously required two-thirds vote 
that had been required for the past several decades.  A major component of the approved budget plan assumed 
that the governor’s Schools and Local Public Safety Protection Act of 2012, known as Proposition 30, would be 
passed in the general election to generate significant tax revenues needed to help balance the state’s estimated 
$16 billion budget gap.  The governor’s budget, similar to the prior year budget, had built in mid-year trigger cuts 
in excess of $6 billion targeted primarily at the state’s public educational agencies, if Proposition 30 were to fail. 
These cuts would have had major financial impacts on the K-12 and community colleges districts, as well as the 
state and university college systems. 
  
Given the passage of Proposition 30 on November 6th, the state will generate additional revenues through 
temporary increases in the sales tax and personal income tax rates.  The sales tax rate will increase by 0.25% 
for a four year period beginning in January 2013, while personal income tax rates will increase progressively 
from 1% to 3% on individuals earning in excess of $250,000 for a seven year period, effective for the 2012 
calendar year.  It is estimated these tax increases will generate from $6 to $8 billion annually. Also with the 
passage of Proposition 30, the community college system will see restored funding of approximately $209 
million for fiscal year 2012-13.  Of this funding, $159 million will be used to reduce the community college 
system’s inter-year deferral, bringing the total annual deferral down to $802 million making more cash available 
to districts sooner.  The remaining $50 million will be made available to the community college districts for 
restoration of previously imposed work load reductions. 
 
Another area of concern for the district is the retirement cost of the two pension systems impacting California 
community colleges: CalPERS (California Public Employees’ Retirement System) and CalSTRS (California 
State Teachers’ Retirement System).  For fiscal year 2011-12, both retirement systems saw investment 
earnings fall between 1% to 2% for the year; both below benchmarks.  However, both systems are holding onto 
a greater than 7.5% earnings rate over a twenty-year period.  The CalPERS system adjusted their employer 
contribution rates for 2012-13 up to 11.417%, an increase of 0.494%, which was less than anticipated.  The 
CalSTRS system cannot unilaterally increase employer and employee contribution rates as any rate change 
requires legislative action.  The employer contribution rate for 2012-13 has not changed and remains at 8.25%; 
however, at some point it would seem necessary for the CalSTRS retirement program will need to revise rates 
for both employees and employers.  We anticipate the CalPERS rate will increase for fiscal year 2013-14; 
however, we are not certain when a change in the CalSTRS rate will occur. 
 
Pension reform remains a very hot political issue, and without increased contribution rates, or changes to the 
plan benefits, the existing retirement systems will have a difficult time meeting future obligations to retirees.  In 
September 2012 the governor signed a pension reform bill that passed with overwhelming bipartisan support in 
both houses of the state legislature.  The bill is a modified version of the 12 point pension reform plan the 
governor proposed last fall.  The new pension law is aimed to save California taxpayers billions of dollars in the 
future by reforming the current system that is woefully unfunded.  Some of the changes enacted will be an 
increase in the retirement age for new employees depending on their job, caps on the annual payouts, 
elimination of numerous abuses of the system, such as salary spiking, and requiring workers not contributing 
half of the retirement costs to pay more.  The changes affect the state and most local governments; however, 
local government labor unions will have a five-year window to negotiate through collective bargaining. 
 
Employee health benefit cost increases also continue to be a major concern for the district.  Also on the horizon 
is the evolving National Health Care Reform, which has yet to be determined fiscal and operational impacts. The 
District is part of the Fresno Area Self-Insurance Benefits Organization (FASBO), a self-insured Joint Powers 
Authority (JPA) with two local K-12 partners for health-related benefits of medical, dental, and vision.  The plan 
premiums for the FASBO coverage have remained relatively stable for the past several years with minimal 
changes to plan benefit (co-pays and deductibles) in an effort to maintain premiums near the negotiated district 
maximum contribution.    
 
District employees may also choose health benefits from two other medical providers - Health Net or Kaiser; 
each offering a high and low premium plan.  These plans are evaluated and selected by the bargaining group’s 
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membership as to the plan benefits and associated premiums. These plans have seen larger premium 
increases over the past two years in comparison to the FASBO plan.  Effective for October 2012, State Center 
employees have the option of choosing from five different health care plans from the three medical providers.  
All plans now require employees to pay a portion of their health care premium, ranging from $17 to $266 per 
month depending on the plan selected. 
 
In summary, California continues to struggle financially, with high unemployment, depressed housing values, 
and a lack-luster economy.  The recent passage of the governor’s Proposition 30 will help generate additional 
state revenues through increased sales taxes and personal income taxes, thus avoiding major cuts to an 
already underfunded educational system.  The economic challenges California continues to face and the 
uncertainties of how our educational systems will be funded each year has continued to significantly impact the 
district’s ability to establish any type of consistent budget plan for the future. The district will need to reflect on its 
mission and look critically at the level of services it can provide, or what services it needs to provide to an 
increasing diverse population of students looking for educational opportunities.  The Board of Trustees and 
district administration have weathered these financial storms in the past and, as always, prudent fiscal 
management practices will remain in place to ensure the district maintains adequate reserves to sustain 
operations during these difficult budget times. 
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