





Minutes of the Study Session of the Board of Trustees
San Mateo County Community College District
January 11, 2012
San Mateo, CA

The meeting was called to order at 6:05 p.m.

Board Members Present:  President Dave Mandelkern, Vice President Helen Hausman, Trustees Richard
Holober, Patricia Miljanich and Karen Schwarz, and Student Trustee Patiane
Gladstone

Others Present: Chancellor Ron Galatolo, Executive Vice Chancellor Kathy Blackwood, Skyline
College President Regina Stanback Stroud, College of San Mateo President Michael
Claire, Cafiada College President Jim Keller and District Academic Senate President
Diana Bennett

Pledge of Allegiance

DISCUSSION OF THE ORDER OF THE AGENDA
None

MINUTES

It was moved by Vice President Hausman and seconded by Trustee Holober to approve the minutes of the
December 14, 2011 meeting of the Board. The motion carried, all members voting “Aye.” Trustee Schwarz asked
whether a letter has been prepared in regard to the San Mateo County Treasury Oversight Committee, as
mentioned on page 2 of the minutes. Chancellor Galatolo said staff is in the process of composing the letter.

It was moved by Trustee Holober and seconded by Vice President Hausman to approve the minutes of the special
closed session of the Board of January 5, 2012. The motion carried, all members voting “Aye.”

STATEMENTS FROM THE PUBLIC ON NON-AGENDA ITEMS

College of San Mateo student Bailey Girard distributed a petition seeking signatures for the initiative measure
titled “Tax on California Oil and Natural Gas Revenues to Education” and said he is asking for the Board’s
support. President Mandelkern said the Board cannot discuss or take action on a topic which is not on the agenda;
however, the Board will take this measure under advisement and potentially consider it at a future meeting.

NEW BUSINESS

APPROVAL OF PERSONNEL ACTIONS: CHANGES IN ASSIGNMENT, COMPENSATION,
PLACEMENT, LEAVES, STAFF ALLOCATIONS AND CLASSIFICATION OF ACADEMIC AND
CLASSIFIED PERSONNEL (12-1-1A)

It was moved by Vice President Hausman and seconded by Trustee Schwarz to approve the actions in Board
Report No. 12-1-1A. The motion carried, all members voting “Aye.”

Other Recommendations

ADOPTION OF DISTRICT ACADEMIC CALENDAR FOR 2012-2013
It was moved by Vice President Hausman and seconded by Trustee Holober to approve the calendar as presented
in the report. The motion carried, all members voting “Aye.”

INFORMATION REPORTS

INFORMATION REPORT ON PLAN AHEAD — PAY AHEAD (12-1-1C)
Executive Vice Chancellor Blackwood asked if there were questions concerning the information contained in the
written report. President Mandelkern asked how the number of students dropped (7%) compares with the prior
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year. Executive Vice Chancellor Blackwood said there is no data to track from prior years because students were
not dropped for nonpayment. Data will be tracked as it is available at this time. Executive Vice Chancellor
Blackwood said it was clear that there was an impact as a result of the new policy because the District processed
approximately $1,663,000 in payments between January 1 and 4 of this year compared with $87,000 on those
same days in January 2011. It is assumed that some portion of the non-paying students are those who register for
classes, are uncertain whether they will attend, and then decide not to attend; these students would have been no
shows with or without the new policy. Chancellor Galatolo said there are 1,700 students on waitlists, which is
approximately 45% fewer than last year. He said this is probably a combination of fewer students interested in
taking classes and students who were on waitlists getting into classes because other students were dropped.

Trustee Schwarz asked if the District and Colleges will be prepared for the next enrollment period. Executive Vice
Chancellor Blackwood said it will run even more smoothly as debriefings with staff and faculty are in progress;
discussions are in progress with Sallie Mae, particularly regarding lengthy telephone wait times; and students will
better understand the process. She said the process will eventually become routine for students.

President Mandelkern asked if there is information from neighboring colleges regarding the number of non-paying
students. Executive Vice Chancellor Blackwood said Ohlone College reports an increase in enrollment since it
implemented a plan similar to the District’s new policy.

Mr. Girard asked if the 7% of non-paying students includes those who receive financial aid or other support.
Executive Vice Chancellor Blackwood said students who have applied for financial aid, enrolled in a payment
plan or have a third party payer are excluded from being dropped.

President Mandelkern thanked all who were involved in the implementation of the new policy for their diligence
in lowering the percentage of students who would be dropped. Trustee Miljanich added her thanks to staff and
faculty who took the time to talk with students about the change in policy. Executive Vice Chancellor Blackwood
said Admissions and Records staff and Counseling staff also deserve a great deal of credit.

CALIFORNIA COMMUNITY COLLEGE STUDENT SUCCESS TASKFORCE RECOMMENDATIONS
(12-1-2C)
Vice Chancellor Jing Luan said the California Community Colleges Student Success Task Force
recommendations were the result of California Senate Bill 1143. The intention of the recommendations is to
increase student success and retention rates. The California Community Colleges Board of Governors has received
hundreds of emails and thousands of letters providing feedback on, and concerns about, the recommendations. The
District has concerns in three general areas:
1. Process — the recommendations were formed by a limited group, with a small window of time given for
others to react.
2. Nature of the Recommendations — the recommendations appear to serve political rather than educational
ends.
3. Deficiencies — obvious deficiencies in the recommendations will be discussed tonight.

Vice Chancellor Luan asked faculty, students and administrative staff who are participating in the presentation to
identify themselves by a show of hands. He said a packet of materials provided to the Board was put together by
those participating in the presentation; the materials are included in the official minutes of record. Although the
Board of Governors approved the recommendations, the discussion will focus on how to have continuing
engagement with the State during the implementation phase.

District Academic Senate President Diana Bennett said the State Academic Senate has been concerned with
student success for years. She said the Task Force recommendations were the primary focus of the most recent
Academic Senate Plenary Session. She thanked the College Senate leaders for their participation and asked each
one to share his/her concerns.

David Clay, Cafiada College Academic Senate President, said that at a forum on the recommendations, there was
input regarding adult education. He said that Cafiada College’s adult education program currently functions very
well within the community. Professor Clay said the recommendation to utilize a Statewide placement test is a
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serious concern, particularly with regard to equity and the College’s dedication to working with individual
students. He said Mt. San Antonio College developed its own successful placement testing as described in a letter
submitted in response to the recommendations. Professor Clay said the District’s placement testing is also more
accurate than standardized testing in correctly placing students. He said an overall concern is the potential to
reduce or lose local control.

Leigh Anne Shaw, Skyline College Academic Senate President, said another concern is that the recommendations
seem to be focused more on high schools than community colleges. She said that draft recommendation 1.1 stated,
“Collaborate with K-12 to jointly develop common core standards for college and career readiness.” The final
recommendation added the following to that sentence: “that are aligned with high school exit standards.”
Professor Shaw said it is troubling that this seems to indicate that the intent is to scale everything down.

James Carranza, College of San Mateo Academic Senate President, said that everyone at the College already
supports student success and is working hard to achieve it. He said that some of the Task Force recommendations
may be good ideas but they are very broad and how they will be implemented causes concern. For example,
recommendation 2.2 calls for community college students to participate in diagnostic assessment and orientation
and to develop an education plan; however, this would be another unfunded mandate. Another example is the call
for a student success scorecard as called for in recommendation 7.3. Professor Carranza said the College already
collects data and this would take it further, adding another layer of bureaucracy rather than devising a simpler way
to improve existing systems.

Trustee Miljanich asked how diagnostic assessment is different than placement testing to determine where a
student should be placed. President Stroud said that common testing is not actually diagnostic, although it is
referred to as “diagnostic assessment” in the recommendations, and is not necessarily linked to curriculum as true
diagnostic assessment would be. Sarah Perkins, Vice President of Instruction at Cafiada College, said this is
indicative of a fundamental flaw in the recommendations, in that they lack substance and are not based on data
and research. For instance, Long Beach City College found that achieving a grade of A or B in 12" grade English
is more indicative of success in community college English than the students’ scores in the 1" grade standardized
testing. Trustee Miljanich said the recommendations lack a clear definition of student success and how to evaluate
it.

Jim Roberts, Professor of History at College of San Mateo, said faculty in the Social Science Division are
concerned about recommendation 2.5, which requires students to declare a program of study early in their
academic careers. They are particularly concerned about locking students into an area of study so early that they
do not have an opportunity to experiment with new kinds of courses to which they have not been exposed. He said
students should have the opportunity to grow in an educational environment and should be given the flexibility to
experience areas outside of their anticipated majors. Vice President Hausman noted that the Task Force
recommends that students be required to declare a program of study by the end of their third semester in order to
maintain enrollment priority; she asked if there was consensus on this recommendation. Jennifer Hughes, Vice
President of Student Services at College of San Mateo, said this is not a consensus document. She said that it is
problematic to lock all students into a program of study by the end of their second or third semester. She said a
concern from the Student Services standpoint is that many of the recommendations deal with matriculation which,
along with other categorical programs, has been largely dismantled and was never adequately funded. Vice
President Hughes said that with adequate resources, the system to orient students and help them define their goals
when the time was right for them would work well. Mr. Girard said students are concerned about this issue
because while they are working to get through their general education requirements, they often find new areas that
they like and they decide to change majors. President Stanback Stroud said the underlying issue is political and
centers on performance-based funding, leading to not funding courses taken outside of a student’s program of
study. She said at issue are the ramifications for students who have not declared a program of study and defining
what a program of study actually is.

Trustee Miljanich asked when the University of California and California State University Systems require
students to declare majors. Chancellor Galatolo said it depends on the institution. Caitlin Buckley, a reporter with
the San Mateo Daily Journal, said she attended the University of California at Davis, where students could wait
until their third year to declare a major. Ms. Buckley asked how attention would be given to students who need
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extra help in finding a major. Professor Bennett said this is one of the issues with the recommendations and needs
to be discussed further.

Professor Bennett said the recommendations overlook career-technical education. She said student success is very
different for these students. Professor Lilya VVorobey, who teaches drafting at College of San Mateo, said career-
technical education is shrinking. She said this is an issue of equal access as these students are often of lower socio-
economic status and/or minorities and cannot attend college full-time.

Executive Vice Chancellor Blackwood said no Chief Business Officials were on the Task Force and this was said
to be an oversight. She said the Task Force claims there are no financial implications associated with the
recommendations but this is not accurate. President Keller said funding is a major issue.

Trustee Holober asked what the next steps in the process will be, given that the Task Force recommendations have
been approved by the Board of Governors. Chancellor Galatolo said changes in Title 5 regulations will go to the
Board of Governors and other changes will go to the legislature. Trustee Holober said that if concerns are shared
by others throughout the State, he believes people should express these concerns to the legislature as the next step.

President Mandelkern said he hopes the outcome of tonight’s discussion is to give the Board direction on what
they can consider doing to help. Chancellor Galatolo said the purpose of the discussion is to inform the Board of
constituents’ concerns; if the Board concurs with the concerns, staff will actively move forward on the issue,
whether through contacts with the legislature or Board of Governors. President Mandelkern agreed with this goal.
He underscored that Board members are the elected leaders of the District and it is appropriate for them to
approach other elected leaders in the legislature.

President Mandelkern said he is concerned that the recommendations were driven by a kneejerk reaction to a
system that has been crippled by a lack of funding, resulting in dissatisfaction with student outcomes. He said
there are two approaches to addressing the issue:

1. Focus the system on those high-achieving students who are most able to succeed and will transfer to a UC
or CSU, and measure the success rate and transfer rate of these students. This will result in a high
measure of success for the system. President Mandelkern said he does not believe that this should be the
goal of a community college.

2. Provide open access, recognizing that it takes money to help other types of students be successful. He
said it is not realistic to develop a set of criteria to increase transfers and certificates without addressing
the effect of funding issues which affect student success, e.g. cuts to support services, number of class
sections and instructor to student ratio. President Mandelkern said he fears that the legislature will focus
on the first approach and shrink the system down to become a streamlined pipeline for only two-year
transfer degrees.

Vice President Hausman said she served on the Sequoia Union High School Board for 13 years and observed a
wide range of need for remediation and help for students who don’t fit in for any number of reasons. She said this
issue has never been addressed satisfactorily and the problem exists at all levels of education. She said she is
concerned about turning complicated issues over to the legislature, whose members may not be well-informed.

Trustee Holober said that because tonight’s presenters have day-to-day experience, they have a better sense of
whether the recommendations would work; therefore, he is inclined to support the objections being raised. He said
that based on the many letters of concern, he does not believe the legislature will be eager to act quickly. He said
that if there is an organized approach, he believes the legislature will hear the concerns.

Trustee Holober asked if the Community College of California (CCLC) supports the Task Force
recommendations. Chancellor Galatolo said CCLC supports them fully. President Holober asked whether
governing boards of other districts have taken positions. President Stanback Stroud said responses have varied.
The President/Superintendent of Long Beach City College has been supportive and has encouraged others to
support the recommendations. Other boards have expressed concerns about certain aspects of the
recommendations. Chancellor Galatolo said that CCLC has stated that approval of the recommendations does



-5-

nothing in terms of enforcement and people will have a chance to vent concerns in the next phase. Chancellor
Galatolo said he believes this is a naive position. He said that bringing forth the recommendations with the
approval of the Board of Governors, State Chancellor’s Office and CCLC gives them a better chance of being
received positively by the legislature.

President Mandelkern said the letter from the Council of Faculty Organizations, along with many other letters, fell
on deaf ears as the Board of Governors approved the recommendations with only minor modifications. He
questioned what the Board can do to influence a different outcome during the next phase, and asked if there is a
patron or sponsor in the legislature who has taken this issue on as a project. President Stanback Stroud said an
agreement was reached to pull Senate Bill 1143 (Liu) on performance-based funding and instead form a task force
which will address the concerns.

Trustee Schwarz said some parts of the recommendations sound good but would require resources, such as more
counselors, which are not funded. She also noted that the recommendations would grant more authority to the
State Chancellor’s Office. President Stanback Stroud said the recommendations are based largely on previous
deals that were made through the political process.

Trustee Schwarz said the responses to the recommendations seem to be overwhelmingly negative and she asked if
there are any positive aspects to them. President Mandelkern said it is positive that everyone involved cares about
student success and wants all students to succeed. However, there is uncertainty about the definition of student
success and about which students are being addressed. He said another positive is that the recommendations take
into account the reality of the decisions that districts have had to make because of the budget cutting process. He
said this Board has made decisions that are similar to some of the recommendations. He said some of these
decisions have made segments of the community unhappy because they cannot take the adult education or
community education classes that they would like. President Mandelkern said he would prefer that the decisions
be made at the local Board level, with input from the community, rather than coming from the State legislature as
a “one size fits all” mandate. He said he would like to hear input from all constituencies and then focus on where
the Board should be addressing its efforts.

Professor Clay said San Francisco City College submitted a one-page resolution rejecting the entire document.
Other districts have expressed concerns about certain aspects of the recommendations. He said the Task Force
listened and made some changes. He believes the legislature will listen as well and will want to hear input and
analysis from people involved. He believes there is a strong possibility of being heard, particularly with input
from the Board and Chancellor Galatolo.

Trustee Holober said the Board first began to learn about the Task Force approximately two months ago and he
assumes other districts are in the same position. He said that CCLC does not always reflect the constituent
community college boards’ views. On occasion, boards have gone to CCLC with opposing views and this can be
an effective strategy. Regarding the legislative arena, President Holober said that teacher organizations have more
political influence than the Board of Governors, State Chancellor’s Office and CCLC. Chancellor Galatolo agreed
that faculty organizations are influential with the legislature. He said he is concerned about the changes to Title 5
regulations which will go to the Board of Governors.

President Keller said staff needs to pay close attention to the status of the recommendations throughout the
political process. He said the legislature will need to hear from the District about where it believes the
recommendations are flawed. He added that the District and Colleges should take the opportunity to address
student success the way they believe it should be addressed. President Claire said the Colleges know how to
achieve student success and there is supporting research. He said the most successful students are those who are in
special programs which require funding. He said the issue is how to provide something that works to the entire
campus without adequate resources.

Trustee Miljanich said there is a segment of the community that is not sympathetic to the fact that the Board is not
in favor of standardized testing. She said it is important to be able to demonstrate what does work.
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Trustee Holober said the CCLC annual legislative conference will be held at the end of January. He suggested that
the Board adopt a resolution at the next meeting regarding the recommendations and send the resolution to every
community college board. Trustee Miljanich said each district board has a representative on the CCLC Board of
Directors and said the Board could consider letting that person know of the resolution in advance of the legislative
conference. There was discussion about whether the resolution should support rejecting the entire document, as
did City College, or should list some of the Board’s concerns. After this discussion, it was agreed that the
resolution will list the following concerns:

e  Student success is measured through the lens of only one type of student:

a. many of the District’s students come from academically and/or economically challenging
circumstances and their needs differ from the type of student to which the recommendations are
geared; the implementation of the recommendations, including uniform placement testing (which
data suggests is not a true indicator of success), could result in unequal access to education for
these students.

b. many of the District’s students have achieved success outside of the narrow parameters of the
recommendations, e.g. choosing a major early on or achieving their goals within a specified
period of time.

e Implementing mandatory, early educational plans that are difficult to update will eliminate students’
ability to explore, forcing them into programs of study before they know what they want to do.

e Amid ongoing budget reductions, there is a lack of funding to implement the recommendations.
e The recommendations represent a fundamental change to the mission of community colleges.

e The recommendations deprive local Boards of Trustees of the right to make decisions that balance the
individual needs of their students, resulting in a disconnection from the community; the San Mateo
County Community College Board of Trustees has developed a “Statement of Core Values and
Principles” which outlines priorities based on the needs of its students and the community.

e The lack of a strong Career/Technical Education component in the recommendations could have a
negative economic impact on the State of California as training of a skilled workforce is neglected.

o Only one student member was appointed to the Task Force; no Chief Business Officers, who could have
addressed the potential economic burdens associated with the recommendations, were appointed.

Chancellor Galatolo said staff will prepare the resolution. It was agreed that ongoing strategy would be discussed
at the next Board meeting when the resolution is presented for discussion and Board action.

President Mandelkern suggested that the budget impacts of student success be added to the agenda for the Board
Retreat as a line item under the discussion of the budget.

Vice Chancellor Luan thanked Professors Bennett, Carranza, Clay and Shaw, along with the vice presidents,
administrators and students who participated in the planning and presentation.

RECESS TO CLOSED SESSION

President Mandelkern said that during Closed Session, the Board will consider the personnel items listed as 1A
and 1B on the printed agenda. The Board will also hold a conference with legal counsel regarding one case of
existing litigation as listed on the printed agenda.

The Board recessed to Closed Session at 8:10 p.m.
The Board reconvened to Open Session at 9:05 p.m.
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CLOSED SESSION ACTIONS TAKEN
President Mandelkern reported that at the Closed Session just concluded, the Board voted 5-0 to approve the items
listed as 1A and 1B on the printed agenda.

ADJOURNMENT
It was moved by Trustee Holober and seconded by Trustee Schwarz to adjourn the meeting. The motion carried,
all members voting “Aye.” The meeting was adjourned at 9:07 p.m.

Submitted by

Ron Galatolo
Secretary

Approved and entered into the proceedings of the January 25, 2012 meeting.

Helen Hausman
Vice President-Clerk



San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-3C

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6560

PRESENTATION OF RESOLUTION OF HONOR TO DR. AMELITO ENRIQUEZ

Dr. Amelito Enriquez was selected to receive the Presidential Award for Excellence in Science,
Mathematics, and Engineering Mentoring, which recognizes outstanding mentoring efforts or programs
that enhance the participation of historically underrepresented groups in science, mathematics and
engineering. As an award recipient, Dr. Enriquez will receive $25,000 from the National Science
Foundation to advance his mentoring efforts. Dr. Enriquez received his award at a White House ceremony
on December 12, 2011.

The Board is honoring Dr. Enriquez for this award, as well as for his outstanding contributions to Cafiada
College and the District on a continual basis.







































San Mateo County Community College District January 25, 2012

BOARD REPORT 12-1-2A

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY:  Harry W. Joel, Vice Chancellor, Human Resources and Employee Relations
(650) 358-6767
APPROVAL OF PERSONNEL ITEMS

Changes in assignment, compensation, placement, leaves, staff allocations and classification of academic and
classified personnel:
A. LEAVE OF ABSENCE

Skyline College
Cinthia Saenz Cosmetology Aide Business Division
Recommend approval of an extension of a leave of absence (FMLA) without pay and without benefits,
effective January 1, 2012 through June 30, 2012. A prior leave of absence was Board approved on
September 7, 2011 for the period August 17, 2011 through December 31, 2011.
B. SHORT-TERM, NON-CONTINUING POSITIONS
The following is a list of requested classified short-term, non-continuing services that require Board

approval prior to the employment of temporary individuals to perform these services, pursuant to Assembly
Bill 500 and its revisions to Education Code 88003:

Location | Division/ Department No. of Start and End Date Services to be performed
Pos.
Skyline | Language Arts/Learning 20 4/1/2012 6/30/2012 | Instructional Aide II:
Resources Provide tutorial services to students in

English, Math, ESOL, Chemistry, Biology,
Accounting, Social Science, and other
disciplines; assist students in the use of
instructional materials; assist with
presentations and study groups.
Instructional Aides work on an intermittent
basis throughout the semester.




San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-1CA

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Interim Executive Vice Chancellor, 358-6869

APPROVAL OF 2012-13 BUDGET AND PLANNING CALENDAR

The budget development process for 2012-13 requires formulation of a budget calendar. Included in the
2012-13 calendar is consultation with the District Committee for Budget and Finance, which is a
subcommittee of the District Shared Governance Council in matters relating to finance.

The calendar provides timelines for planning, discussions and decisions by the Board, and concludes with
adoption of the Final Budget for 2012-13 on September 19, 2012.
RECOMMENDATION

It is recommended that the Board of Trustees approve the attached 2012-13 Budget and Planning
Calendar.



BOARD REPORT NO. 12-1-1CA

Budget and Planning Calendar, 2012-13

Campus & District

Committee for Budget

Board Review/Action

Date Review/Action and Finance Flnan_ce
- Consultation
September Campuses Finalize Spring 2012
Schedule of Classes
November — Review of Budget and
December Planning Calendar,
discussion of budget
strategies and resource
allocation, and budget
development process
January 5 Governor’s Budget Proposal
January Chancellor's Council Review of Governor’s Approval of 2012-13 Budget and
review/revise draft of Budget Budget and discussion of Planning Calendar, review of
and Planning Calendar and District revenue and Governor’s Budget, review of State
budget development process; expenditure implications and District revenue and
discussion of Governor’s (inform DSGC at its next expenditure implications, and
Budget; District meeting). discussion of program and
revenue/expenditure operational priorities.
implications.
January/ Chancellor's Council Continuing discussion of Board policy discussions/decision
February discussions of budget State budget and District regarding budget adjustments
strategies and allocations. revenue/expenditure which impact existing positions.
options.
\;aertl,t:jgi, Ongoing State budget hearings
February Legislative Analyst’s Office Review of Governor’s Proposed Budget
February Campuses Finalize Summer Review of preliminary Review of preliminary District
Session 2012 Schedule of District revenue revenue assumptions and
Classes assumptions and expenditure plans.
expenditure plans.
February “P1” First Principal Certify to State Controller
Apportionment Apportionment
February/ Discussion of budget priorities Review of 2011-12 Mid- Review of 2011-12 Mid-Year
March at Colleges and with Year Budget Report Budget Report
Chancellor’'s Cabinet.
March Campuses Finalize Fall 2012 Review of Board budget Review/approval of 2012-13 budget
Schedule of Classes priorities and Districtwide priorities and Districtwide
allocations (inform DSGC | allocations.
at its next meeting).
Mid-March Run preliminary position control | Colleges ongoing review
worksheets for 2012-13 of position control
April Budget updates with Board; review
budget assumptions for Tentative
budget.
May 11 Site Tentative Budgets
completed. Work resumes
developing final budget after
tentative budget is loaded.
Mid-May

Governor’'s May Revise
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Campus & District

Committee for Budget

Board Review/Action

Date ; ; and Finance
Review/Action Consultation
May Review of Governor's May Review of Governor's May | Governor's May Revise; budget
Revise Revise (inform DSGC at priorities, goals and objectives.
its next meeting).
June District Office completes budget | Review of 2012-13
input and prepares Tentative Tentative Budget
Budget document
June 27 Adoption of 2012-13 Tentative
Budget and 2012-13 Gann Limit.
June “P2” Second Principal Certify to State Controller

Apportionment

Apportionment

June-August

Final adjustments to budget are
made.

July Enactment of 2012-13 State Budget
August Legislative Trailer Bills
August State Budget Workshop (held after Advance)
August 2011-12 books are closed.
District Office completes budget
input and prepares Final
Budget document.
Sept. 19 Adoption of 2012-13 Final Budget.




San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-2CA

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6790

DENIAL OF CLAIM AGAINST THE DISTRICT BY MICHAEL SHORT

On January 9, 2012, the District received a claim from Michael Short seeking reparation in an
amount to be proven at trial for physical injury, medical costs, past and potential future lost wages
and emotional distress. Mr. Short alleged that the injury was sustained on July 21, 2011, while he
was enrolled in a public safety training course presented by International Training Resources and
Defense Technology and hosted by South Bay Regional Public Safety Training Consortium, a
consortium of eight community colleges governed by the Joint Powers Authority (JPA) of which the
District is a member. Mr. Short’s injuries are the loss of his right eye, scarring to his face, nasal and
sinus injuries. Apparently, Mr. Short is an employee of the City of Visalia.

RECOMMENDATION

It is recommended that the Board of Trustees deny the claim against the District of Michael Short
and refer the matter to the District’s insurance and legal advisors.



San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-2B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6510

ADOPTION OF RESOLUTION NO. 12-1 REGARDING THE RECOMMENDATIONS OF THE
CALIFORNIA COMMUNITY COLLEGES STUDENT SUCCESS TASK FORCE

At the Study Session of January 11, 2012, the Board of Trustees discussed the recommendations of the
California Community Colleges Student Success Task Force, which were approved by the Board of
Governors on January 9. At the Study Session, concerns about the recommendations were expressed by
faculty, students and administrative staff. The Board shared the concerns and agreed to issue a resolution
expressing those concerns and urging that the Task Force recommendations not be implemented until
these concerns, and those of other interested parties, be considered.

RECOMMENDATION

It is recommended that the Board approve the attached Resolution 12-1 regarding the recommendations of
the California Community Colleges Student Success Task Force.
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RESOLUTION NO. 12-1

BY THE GOVERNING BOARD OF THE
SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
STATE OF CALIFORNIA

WHEREAS, on January 9, 2012, the California Community Colleges Board of Governors approved the
Student Success Task Force recommendations; and

WHEREAS, in a letter November 30, 2011 and addressed to State Chancellor Jack Scott, the Board of
Trustees of the San Mateo County Community College District (“District”), through Chancellor Ron
Galatolo, urged the Board of Governors to withhold adoption of and defer any implementation of the
recommendations until further dialogue, research and evidence could be completed to substantiate the
proposed actions; and

WHEREAS, while the Board of Trustees of the District commends the Board of Governors and members
of the Task Force for their commitment to student success, the Board continues to have serious concerns
about many of the recommendations, including:

e  Student success is measured through the lens of only one type of student:

a. many of the District’s students come from academically and/or economically challenging
circumstances and their needs differ from the type of student to which the recommendations
are geared; the implementation of the recommendations, including uniform placement testing
(which data suggests is not a true indicator of success), could result in unequal access to
education for these students.

b. many of the District’s students have achieved success outside of the narrow parameters of the
recommendations, e.g. choosing a major early on or achieving their goals within a specified
period of time.

e Implementing mandatory, early educational plans that are difficult to update will eliminate students’
ability to explore, forcing them into programs of study before they know what they want to do.

o Amid ongoing budget reductions, there is a lack of funding to implement the recommendations.

o  The recommendations represent a fundamental change to the mission of community colleges.

e  The recommendations deprive local Boards of Trustees of the right to make decisions that balance the
individual needs of their students, resulting in a disconnection from the community; the San Mateo
County Community College Board of Trustees has developed a “Statement of Core Values and

Principles” which outlines priorities based on the needs of its students and the community.

o The lack of a strong Career/Technical Education component in the recommendations could have a
negative economic impact on the State of California as training of a skilled workforce is neglected.

e  Only one student member was appointed to the Task Force; no Chief Business Officers, who could
have addressed the potential economic burdens associated with the recommendations, were appointed.
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NOW, THEREFORE, BE IT RESOLVED that the Board of Trustees of the San Mateo County
Community College District recommends that the concerns listed above, along with the concerns of
other interested parties, be considered before implementing any of the recommendations of the California
Community Colleges Student Success Task Force.

REGULARLY PASSED AND ADOPTED this 25" day of January, 2012.

Ayes:

Noes:

Abstentions:

Attest:

Helen Hausman, Vice President-Clerk
Board of Trustees
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BOARD REPORT NO. 12-1-3B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6510

ADOPTION OF RESOLUTION NO. 12-2 REGARDING THE PROPOSED
CALIFORNIA INITIATIVE 11-003

At the Study Session of January 11, 2012, a student representative sought the Board’s support of the
proposed California Initiative 11-003, “Tax on California Oil and Natural Gas. Revenues to Education.”
The Board agreed to issue a resolution supporting the efforts of constituency groups within the District
who are working to succeed in placing the initiative on the Statewide ballot.

RECOMMENDATION

It is recommended that the Board approve the attached Resolution 12-2 regarding the proposed California
Initiative 11-003.
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RESOLUTION NO. 12-2

BY THE GOVERNING BOARD OF THE
SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
STATE OF CALIFORNIA

WHEREAS, proposed California Initiative 11-003, “Tax on California Oil and Natural Gas. Revenues to
Education” has been cleared for circulation and is in the signature-gathering stage; and

WHEREAS, the initiative imposes 15% tax on value of oil and natural gas extracted in California to
supplement education funding, for purposes of reducing class size, reducing tuition, restoring classes cut,

providing instructional materials and hiring teachers and professors; and

WHEREAS, the initiative allocates tax revenues as follows: 11 percent to University of California; 14
percent to California State University; 38 percent to community colleges and 37 percent to K-12; and

WHEREAS, the initiative prohibits reduction of existing education funding levels based on these
additional tax revenues and prohibits passing tax through to consumers by way of higher fuel prices;

NOW, THEREFORE, BE IT RESOLVED that the Board of Trustees of the San Mateo County
Community College District supports the efforts of all District constituency groups working to succeed in
placing the proposed California Initiative 11-003 on the Statewide ballot.

REGULARLY PASSED AND ADOPTED this 25™ day of January, 2012.

Ayes:

Noes:

Abstentions:

Attest:

Helen Hausman, Vice President-Clerk
Board of Trustees
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BOARD REPORT NO. 12-1-4B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6510

NOMINATIONS FOR MEMBERSHIP ON THE CALIFORNIA COMMUNITY COLLEGE
TRUSTEES (CCCT) BOARD, 2012

The California Community College Trustees (CCCT) board serves a major role within the Community
College League of California. Meeting five times a year, the twenty-one member board provides
leadership and direction to ensure a strong voice for locally elected governing board members.

From January 1 through February 15, nominations for membership on the CCCT board will be accepted
in the League office. Nominations are to be made by a member district board of trustees. Each nominee
must be a local community college district trustee, other than the student trustee, and must have consented
to be nominated. Only one trustee per district may serve on the board.

The election of members of the CCCT board will take place between March 10 and April 25. Each
member district board of trustees will have one vote for each vacancy on the CCCT board. Seven persons
will be elected to the board this year; six incumbents are eligible to run for reelection. CCCT board
members are elected by the institutional member governing boards for alternate three-year terms. No
CCCT board member shall serve more than three (3) terms consecutively.

Election results will be announced at the CCCT annual conference. The newly elected members of the
board will assume their responsibilities at the conclusion of the annual conference, May 6, 2012.

RECOMMENDATION
It is recommended that the Board determine interest of any Board member to be nominated to serve on

the CCCT board. If any Board member consents to be nominated, it is recommended that the Board
approve the nomination.
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BOARD REPORT NO. 12-1-101B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6869

RECEIPT AND ACCEPTANCE OF THE 2010-11 DISTRICT AUDIT REPORT

Attached is a copy of the audit of the San Mateo County Community College District funds,
prepared by the Board-approved firm of Vavrinek, Trine, Day & Company. The audit was based
upon the fiscal year ending June 30, 2011. A representative of the auditing firm will be present at
this meeting to respond to questions about the audit in general and about the firm’s findings and
recommendations for the District.

RECOMMENDATION

It is recommended that the Board of Trustees receive and accept the 2010-11 audit report for the
District, which was filed by Vavrinek, Trine, Day & Company with the State Department of
Education, the State Controller, and the State Chancellor’s Office prior to the December 31, 2011
due date.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS' REPORT

Board of Trustees
San Mateo County Community College District
San Mateo, California

We have audited the accompanying basic financial statements of San Mateo County Community College District
(the District) as of and for the years ended June 30, 2011 and 2010, and its discretely presented component unit
the Education Housing Corporation as listed in the Table of Contents. These basic financial statements are the
responsibility of the District's management. Our responsibility is to express an opinion on these financial
statements based on our audits.

We conducted our audits 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. The
financial statements of the Education Housing Corporation were not audited in accordance with Government
Auditing Standards. 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 basic financial statement
presentation. We believe that our audits provide a reasonable basis for our opinions.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of San Mateo County Community College District and its discretely presented component unit as of June
30, 2011 and 2010, and the respective changes in financial position and cash flows, for the years 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 15, 2011, 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 that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and is important for assessing the results of our audit.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2011

Table 2 — Statement of Operating Revenues

OPERATING REVENUES
Tuition and Fees
Auxiliary Enterprise Sales and Charges
Internal Service Sales and Charges
TOTAL OPERATING REVENUES

OPERATING EXPENSES
OPERATING LOSS

NON-OPERATING REVENUES (EXPENSES)
State apportionments, noncapital
Local property taxes
Federal
State
Local
Investment income/(expense), net
Interest income/(expense) on capital related debt, net
Other non-operating revenues

TOTAL NON-OPERATING REVENUES (EXPENSES)

INCOME (LOSS) BEFORE OTHER REVENUES AND EXPENSES
OTHER REVENUES AND EXPENSES

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

11

2011 2010 2009

in thousands in thousands in thousands
$12,510 $12,301 $10,339
2,972 2,824 2,786
2,082 216 000
17,565 15,341 13,125
215,751 162,126 169,944
(198,186) (146,785) (156,820)
43,684 55,359 48,244
92,988 67,423 77,860
25,330 19,886 12,286
13,436 10,385 15,951
2,923 2,892 2,189
2,404 5,355 (15,602)
(31,223) (30,142) (30,433)
2,052 14,514 9,406
151,595 145,671 119,900
(46,592) (1,115) (36,919)
11,076 16,066 13,995
(35,516) 14,951 (22,924)
187,444 171,493 194,417
$151,928 $186,444 $171,493




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

Explanatory information for the statement is as follows:

e Tuition and Fees include enrollment, health, non-resident tuition, other student fees and less scholarship
discount and allowance as defined by GASB statement No. 35.

e Auxiliary Enterprise Sales and Charges consist of bookstore, cafeteria sales and fitness center less
discount allowances.

e State apportionments, non-capital includes state apportionment, apprenticeship, and child care
development apportionment.

e Local property taxes and other non-operating revenues consist primarily of secured and unsecured taxes
which are payable to the District in December and March of each year. The County of San Mateo collects
the taxes on behalf of the District. Other non-operating revenues are State Lottery revenue and
miscellaneous local income.

e Federal, and state grants and contract services are “exchange” transactions for which the District files
applications, complies with individual spending restrictions, files expenditure reports, and/or signs
contracts.

e Net investment income includes interest from the San Mateo County Investment Pool managed by the
County Treasurer, certificates of deposit, bond proceeds, and Local Agency Investment Fund (LAIF), less

interest expense on capital related debt.

e State and Local Revenues, capital includes State scheduled maintenances funding and issuance of the
General Bond. These revenues relate mainly to construction activities.

Below is an illustration of District revenues by source:

REVENUE BY SOURCES

Tuition and Fees
7% Auxiliary Enterprise Sales

5%

Non operating revenues

Interest on capital related 9%
debt
-18%

State apportionments

33%
—
Local %,

2% { - ‘

Investment income
3%

Local property taxes
41%

12



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

Revenues and expenses changed mainly due to the following:

e Net Income from Operating sources illustrated an increase in tuition and fees.
e Net Non-Operating sources increased mainly due to an increase in local property taxes.

The District’s operating expenses are shown below (with explanatory remarks) by account and by activity.
Following are explanatory comments for the Statement of Operating Expenses by Account:

e Salaries and benefits expenses, which represent the largest percentage of the District’s operating expense.

e Supplies, materials, other operating expenses, services and utilities are the normal cost of operating
expenses for “exchange” transactions.

e Depreciation of capital assets is computed and recorded by the straight-line method. The District
maintains a capitalization threshold of $5,000 for equipment and $100,000 for building improvements.
Useful lives of the assets are estimated as follows:

= 5to 10 years for equipment
= 25 to 50 years for improvements
= 25 to 50 years for buildings

Cash Flows

The Statement of Cash Flows shown below provides information about cash receipts and cash payments during
the fiscal year. The statement also assists readers in understanding the District’s ability to generate net cash
flows, and its ability to meet obligations as they come due, or the District’s need for assistance via external
financing. The District has adopted the direct method, and under this method, data for cash flow present
operating activities by major categories of gross receipts and gross payments as well as the resulting net amount.
Additional explanatory information for the statement is as follows:

e The main cash receipts from operating activities consist of tuition, student fees, and auxiliary enterprise
sales. Cash outlays include payment of salaries, benefits, supplies and operating expenses.

e State apportionments and property taxes are the primary source of non-capital financing.

e For capital financing activities, the main sources are from special State Apportionments and General
Obligation Bond and C.O.P. proceeds.

e Cash from investing activities consists of Interest from County Investment Pool, Certifications of
Deposits, Bond and Local Agency Investment Fund (LAIF).

13



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS

JUNE 30, 2011
2011 2010 2009

CASH FLOWS PROVIDED BY (USED IN): in thousands in thousands in thousands
Operating Activities ($167,566) ($135,159) ($131,165)
Noncapital financing activities 183,752 167,199 151,358
Capital financing activities (73,166) (173,502) (138,987)
Investing activities 2,754 6,899 (13,614)
NET INCREASE IN CASH AND CASH EQUIVALENTS (54,226) (134,564) (132,408)
CASH & CASH EQUIVALENTS, BEGINNING OF YEAR 304,297 438,861 571,269
CASH AND CASH EQUIVALENTS, END OF YEAR $250,071 $304,297 $438,861

Economic Factors and the 2011-12 Budget

The 2011/12 state budget arrived with a 6.2% reduction in state revenues and significant draws upon the District’s
cash flows. The state’s revenues are coming in significantly below the budget just passed and mid-year cuts are
extremely likely. The 2011/12 state budget anticipates as much as $4 billion that is not likely to materialize. If
the mid-year cuts are triggered, the state budget calls for up to an additional $102 million cut to community
colleges as well as a fee increase from $36 to $46 in January 2012 (up from $26 in Spring 2011). The state is also
relying on borrowing from schools, deferring payments both within the current and into the next fiscal year. The
District is relying primarily upon local tax dollars to assist with cash flow, in addition to borrowing through a Tax
Revenue Anticipation Note (TRAN). The District had anticipated mid-year cuts in 2010/11. Because those cuts
were deferred to 2011/12, the District did not experience that deficit and ended the year with a surplus. The
District is now planning on using that surplus in 2011/12, while again budgeting for mid-year cuts. This will
allowed the District time to prepare for cuts for the 2012/13 fiscal year. Because the District is planning and
preparing for budget cuts one year in advance, the District is able to use the District’s strategic plan to make the
cuts in the least harmful way. The District continues to prepare multi-year projections to allow it to plan ahead.

C.1.P. Planning 2011-12 and Bevond

The focus of the Capital Improvement Program for fiscal year 2011-2012 will be the close out of the College of
San Mateo Design-Build Project, Skyline College Design-Build Project, and Buildings 5 and 6 at Cafada College.
These projects, which represent approximately 70% of the value of the District’s second phase of the Capital
Improvement Program (CIP2), have been completed on schedule and under budget. As of fall semester 2011,
Staff and students have occupied CSM Building 10, Skyline College Building 4 and Cafiada College Buildings 5
and 6. In addition to these major projects, there are two state-funded electrical upgrade projects in construction,
one each at Caflada and Skyline College. A multitude of small projects has been launched at all three colleges to
help meet program needs.

Staff continues to revise and update the master schedule and the master budget of the Capital Improvement
Program to coincide with remaining funding and to help meet existing facilities changes based on academic
programming requirements. The situation at the state level for potential bond funding remains negative. There
were no state bond elections in 2008 and 2010 and it has been reported that there will not be a bond in 2012. Staff
continues to work with the state to update Final Project Proposals and create new Initial Project Proposals so that
the District is poised to receive funding when the state process begins again.

14



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

Compilations of site-specific activities, which are currently in design or pre-construction, are listed below:

Caiada College:
e (Cafiada Dining Room Remodel
o Construction November 2011-April 2012
e Several small projects including Gym Bleacher Replacement, Light Pole Banner and Signage Project,
Storm Water and Site Drainage Repair, Cafiada Parking Lot Lighting Efficiency Upgrades
o Construction fall 2011 & spring 2012

College of San Mateo:
e North Gateway Project (State Funded)
o Phase 2: Demolition of Buildings 21-29, Landscape, Hardscape
o This phase has been bid, but award and subsequent construction is forthcoming, pending
resolution of a law suit.
e [Edison Parking Lot
o This project has been bid, but award and subsequent construction is forthcoming, pending
resolution of a law suit.
e (CSM B12 and Colonnades Reroof
o Construction fall 2011
e Several small projects including, CSM B12 and Colonnades Reroofing, Aquatics Equipment Building
Management System Integration, Parking Permit Shelters, Building 10 East Deck Modifications,
Vehicular Entry Security Cameras, Expansion of Diagonal Edge & Lighting Upgrade and the Building 8
Walk of Fame
o Construction fall 2011/spring 2012

Skyline College:
e The are several small projects are in design and pre-construction:
o SKY Pac Heights Environmental Science Lab, Skyline Building 1 CALT Remodel, Building 6
Servery Remodel and Floor Upgrade, Electric Vehicle Charging Stations
o Construction fall 2011

District Wide
e Boilers BAAQMD Emissions Upgrade Project
o Upgrade Boilers to meet new Bay Area Air Quality Management District (BAAQMD)
standards for emissions
e District Office Parking Lot Soil Investigation and Improvements

San Mateo County Community College District is fortunate in having legislative authority to use a variety of
construction delivery methods to best suit each project’s character and bring best value to the Colleges and our
taxpayers, including design-build, multiple-prime contracting, as well as the traditional design-bid-build delivery
method.

15



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

2011 Facilities Master Plan

The 2011 Facilities Master Plan for the San Mateo County Community College District has been developed to
serve as a guide for future development at each of the three Colleges in the District:

(F)  CANADACCLLEGE
S FACILITIES MASTER PLANNING

HMCyc | (git COLLEGE OF SanATED
s | S FACILITIES MASTER PLANNING

Canada College College of San Mateo Skyline College

It provides a graphic and narrative description of the District’s strategy to support the educational program needs,
address the long range forecast for enrollment, and positions the District to maximize funding opportunities. It is
guided by each of the College’s Educational Plan, which serve as the foundation for recommendations regarding
facilities. The plan provides a roadmap for future development including recommendations for renovation and
replacement of facilities as well as a number of site improvements for each campus.

In conjunction with the Facilities Master Plan process, the District engaged Alana, Buick & Bers (ABB) to
complete a Renewable and Alternative Energy Feasibility study. ABB analyzed the technical and economic
feasibility of various renewable and alternative energy systems for each of our campuses. Technical feasibility
analysis included suitability for each location, longevity of existing comparable installations and the proven
performance record of various technologies. Financial analysis included forecasted life-cycle cost and payback
periods, including available and possible future financial incentives, and procurement strategy recommendations.
Like the Facility Master plan, this study will provide a roadmap for potential incorporation of renewable and
alternative energy technologies to support the academic mission, continue the Board of Trustee’s commitment to
sustainability and reduce operating costs.

Staff and Faculty Housing

We have two staff housing projects for faculties and staffs, namely College Vista and Canada Vista.

Canada Vista was grand opened on August 12, 2010, it has 60 units: 22 one bedroom or one bedroom with den;
32 two bedrooms; and 6 three-bedroom units. Fifty-six units will have private, individual garages and a
washer/dryer. Interior amenities include 9 foot ceilings, wood entryways, individual patios or decks; large
windows and sliding glass doors. As is the case with College Vista, rents are significantly below market rate.
The District has allocated all the units to faculty and staff who had been on the wait list for housing.

The College Vista Project, which has been open for more than 5% years, continues to be successful and we
believe that it has helped the District increase its retention of employees. Twelve employees who lived at College
Vista have moved out to purchase new homes.

16



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2011

College Vista:

Contacting the District’s Financial Management Office

This financial report is designed to provide our citizens, taxpayers, students, investors and creditors with a general
overview of the District’s finances and to show the District’s accountability for funding received. Questions or
concerns about this report or requests for additional financial information should be addressed to Kathy
Blackwood, Interim Executive Vice Chancellor, by phone at 650-358-6869 or by e-mail at
blackwoodk@smccd.edu.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENTS OF NET ASSETS — PRIMARY GOVERNMENT
JUNE 30,2011 AND 2010

The accompanying notes are an integral part of these financial statements.
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2011 2010
ASSETS
Current Assets
Cash and cash equivalents $ 78,954,858 $ 52,658,313
Restricted cash and cash equivalents 171,115,888 251,638,753
Accounts receivable, net 21,561,049 38,175,038
Prepaid expenses 612,280 3,592,332
Deferred charges 266,780 266,780
Stores inventories 1,944,237 1,841,518
Total Current Assets 274,455,092 348,172,734
Noncurrent Assets
Deferred charges 4,882,265 5,149,046
Prepaid expenses - 511,915
Nondepreciable capital assets 85,619,681 197,058,518
Depreciable capital assets, net of depreciation 556,667,926 408,115,705
Total Noncurrent Assets 647,169,872 610,835,184
TOTAL ASSETS 921,624,964 959,007,918
LIABILITIES
Current Liabilities
Accounts payable 22,539,884 28,686,223
Interest payable, restricted 13,992,354 14,990,244
Deferred revenue 11,442,749 12,002,231
Bonds and notes payable - current portion 12,985,000 11,200,000
Bond premium - current portion 877,627 877,627
Total Current Liabilities 61,837,614 67,756,325
Noncurrent Liabilities
Compensated absences payable - noncurrent portion 3,375,257 3,489,506
Bonds and notes payable - noncurrent portion 688,810,672 683,767,051
Other long-term liabilities - noncurrent portion 16,673,392 17,551,018
Total Noncurrent Liabilities 708,859,321 704,807,575
TOTAL LIABILITIES 770,696,935 772,563,900
NET ASSETS
Invested in capital assets, net of related debt 6,632,145 62,387,368
Restricted for:
Debt service 22,040,501 20,213,256
Capital projects 82,393,022 69,832,065
Educational programs 6,801,876 4,946,405
Other activities 188,777 188,718
Unrestricted 32,871,708 28,876,206
TOTAL NET ASSETS 150,928,029 $ 186,444,018




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET ASSETS — PRIMARY GOVERNMENT
FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

2011 2010
OPERATING REVENUES
Student Tuition and Fees $ 17,961,991  $ 17,238,134
Less: Fee waivers and allowance (5,451,849) (4,936,761)
Net tuition and fees 12,510,142 12,301,373
Auxiliary Enterprise Sales and Charges
Bookstore 2,776,158 2,637,793
Cafeteria 195,780 186,399
Fitness Center 2,082,443 215,505
TOTAL OPERATING REVENUES 17,564,523 15,341,070
OPERATING EXPENSES
Salaries 87,492,518 85,071,308
Employee benefits 32,468,015 25,920,582
Supplies, materials, and other operating expenses and services 38,691,384 21,978,873
Equipment, maintenance, and repairs 17,642,418 -
Student financial aid 20,890,933 15,270,317
Depreciation 18,565,671 13,885,147
TOTAL OPERATING EXPENSES 215,750,939 162,126,227

OPERATING LOSS (198,186,416) (146,785,157)
NONOPERATING REVENUES (EXPENSES)

State apportionments, noncapital 43,684,006 55,358,880
Local property taxes, levied for general purposes 58,018,305 40,915,540
Local property taxes, levied for special purposes 27,915,076 26,507,015
Parcel tax 7,055,081 -
Federal grants 25,330,119 19,885,592
State grants 9,971,963 7,567,964
Local grants 2,923,325 2,891,579
State taxes and other revenues 3,463,708 2,817,037
Investment income (loss), net 2,403,806 5,354,937

Interest expense on capital related debt (31,317,096) (30,256,360)
Interest income on capital asset-related debt, net 94,445 114,206
Other nonoperating revenue 2,051,969 14,514,253

TOTAL NONOPERATING REVENUES

(EXPENSES) 151,594,707 145,670,643

LOSS BEFORE OTHER REVENUES AND EXPENSES (46,591,709) (1,114,514)
State revenues, capital 4,908,777 1,592,888
Local revenues, capital 6,166,943 14,472,761
TOTAL OTHER REVENUES AND EXPENSES 11,075,720 16,065,649
CHANGE IN NET ASSETS (35,515,989) 14,951,135
NET ASSETS, BEGINNING OF YEAR 186,444,018 171,492,883
NET ASSETS, END OF YEAR $ 150,928,029 % 186,444,018

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENTS OF CASH FLOWS - PRIMARY GOVERNMENT

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees
Local grants and contracts
Payments to vendors for supplies and services
Payments to or on behalf of employees
Payments to students for scholarships and grants
Auxiliary sales
Net Cash Flows Provided For Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State apportionments
Property taxes, levied for general purposes
Property taxes, levied for special purposes
Grant and contracts
State taxes and other apportionments
Other receipts
Net Cash Flows From Noncapital Financing Activities

CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Purchase of capital assets
Loss on disposal of capital assets
Bond accretions
Net decrease on OPEB obligations
State revenue, capital projects
Local revenue, capital projects
Principal paid on capital debt
Interest paid on capital debt
Interest received on capital asset-related debt
Net Cash Flows Used for Capital Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest received from investments

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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2011 2010
12,553,426 12,618,314
11,013,632 (2,052,169)

(58,857,074) (27,349,024)
(118,364,331) (111,243,775)
(20,139,559) (15,943,740)
6,227,453 8,811,134

(167,566,453)

(135,159,260)

49,749,197 51,434,144
58,018,305 40,915,540
27,915,076 26,507,015
38,156,407 35,003,471

2,858,321 2,817,037

7,055,081 10,521,487
183,752,387 167,198,694

(58,101,541)
129,029
18,028,621
4,908,777
6,166,943

(12,077,626)

(32,314,986)
94,445

(160,626,141)
442,777
17,194,987
(4,350,423)
1,592,888
14,472,761
(10,452,627)
(31,890,902)
114,206

(73,166,338)

(173,502,474)

2,754,084 6,899,462
(54,226,320) (134,563,578)
304,297,066 438,860,644
250,070,746 304,297,066




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENTS OF CASH FLOWS, PRIMARY GOVERNMENT, Continued

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
FLOWS FROM OPERATING ACTIVITIES
Operating Loss
Adjustments to Reconcile Operating Loss to Net Cash Used
by Operating Activities:
Depreciation expense
Miscellaneous nonoperating income
Changes in Assets and Liabilities:
Receivables, net
Inventories
Prepaid and other current assets
Accounts payable and accrued liabilities
Deferred revenue
Total Adjustments
Net Cash Flows Provided For Operating Activities

CASH AND CASH EQUIVALENTS CONSIST OF THE
FOLLOWING:
Cash and cash equivalends, unrestricted

Cash and cash equivalents, restricted
Total Cash and Cash Equivalents

NON CASH TRANSACTIONS
On behalf payments for benefits

The accompanying notes are an integral part of these financial statements.
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2011

2010

$ (198,186,416)

$ (146,785,157)

18,565,671 13,885,147
11,826,031 (1,499,014)
(102,719) (8,906)
2,980,052 3,146,517
(2,692,264) (4,392,084)
43,192 494,237
30,619,963 11,625,897

$ (167,566,453)

$ (135,159,260)

$ 78,954,858
171,115,888

§ 52,658,313
251,638,753

$ 250,070,746

$ 304,297,066

$ 1,569,077

$ 1,601,068




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENTS OF FIDUCIARY NET ASSETS
JUNE 30,2011 AND 2010

2011 2010
Agency Fund Agency Fund
Associated Student Associated Student
Students Representation Students Representation
Trust Fee Trust Fee
ASSETS

Cash and cash equivalents $ 1,837,327 $ 109,935  § 1,718,403 $ 115,130
Accounts receivable 1,071,184 - 1,004,649 -
Fixed assets 3,336 - 7,854 -
Total Assets $ 2911,847 § 109,935 $ 2,730,906 $ 115,130

LIABILITIES
Accounts payable $ 1,720,682 $ - $ 1,701,509 $ -
Due to student groups and other 1,191,165 109,935 1,029,397 115,130
Total Liabilities $ 2911,847 § 109,935 $ 2,730,906 $ 115,130

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

DISCRETELY PRESENTED COMPONENT UNIT
EDUCATIONAL HOUSING CORPORATION
STATEMENTS OF FINANCIAL POSITION

JUNE 30,2011 AND 2010
2011 2010
ASSETS
CURRENT ASSETS
Cash and cash equivalents 79,761 77,631
Accounts receivable 65 146
Prepaid expenses 61,784 2,721
Total Assets 141,610 80,498
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Rent security deposits 128,220 67,934
Total Liabilities 128,220 67,934
NET ASSETS
Unrestricted 13,390 12,564
Total Liabilities and
Net Assets 141,610 80,498

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

DISCRETELY PRESENTED COMPONENT UNIT
EDUCATIONAL HOUSING CORPORATION
STATEMENTS OF ACTIVITIES

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

2011 2010
REVENUES
Rental income $ 1,249244  § 560,912
Interest and dividends 426 444
Commission 167 151
Water reimbursement 12,892 11,715
Other local income 2,415 1,235
Total Revenues 1,265,144 574,457
EXPENSES
Operating expenses 207,818 97,729
Total Expenses 207,818 97,729
OTHER SOURCES AND USES
Transfer out to SMCCCD (1,056,500) (471,500)
Total Other Uses (1,056,500) (471,500)
CHANGE IN NET ASSETS 826 5,228
NET ASSETS, BEGINNING OF YEAR 12,564 7,336
NET ASSETS, END OF YEAR $ 13,390 $ 12,564

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

DISCRETELY PRESENTED COMPONENT UNIT
EDUCATIONAL HOUSING CORPORATION
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED JUNE 30, 2011 AND 2010

CASH FLOWS FROM OPERATING ACTIVITIES
Change in Net Assets
Changes in Assets and Liabilities
Accounts receivable
Prepaid expenses
Accounts payable
Deferred revenue
Rent security deposits
Net Cash Flows Provided (Used) For Operating Activities

NET CHANGE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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2011 2010
826 $ 5,228
81 56
(59,063) (221)
- (136)
- (31,124)
60,286 17,035
2,130 (9,162)
2,130 (9,162)
77,631 86,793
79,761 S 77,631




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - ORGANIZATION
Organization

The San Mateo County Community College District (the District) was established in 1922 as a political
subdivision of the State of California and provides post secondary educational services to residents of San Mateo
County and surrounding areas. The District operates under a locally elected five-member Board of Trustees form
of government, which establishes the policies and procedures by which the District operates. The Board must
approve the annual budgets for the General Fund, special revenue funds, and capital project funds, but these
budgets are managed at the department level. Currently, the District operates three college campuses located in
the cities of San Mateo, San Bruno, and Redwood City, California. While the District is a political subdivision of
the State of California, it is not a component unit of the State in accordance with the provisions of Governmental
Accounting Standards Board (GASB) Statement No. 39.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

The District has adopted GASB Statement No. 39, Determining Whether Certain Organizations are Component
Units. This statement amends GASB Statement No. 14, The Financial Reporting Entity, to provide additional
guidance to determine whether certain organizations, for which the District is not financially accountable, should
be reported as component units based on the nature and significance of their relationship with the District. The
three components used to determine the presentation are: providing a “direct benefit”, the “environment and
ability to access/influence reporting”, and the “significance” criterion. As defined by accounting principles
generally accepted in the United States of America and established by the Governmental Accounting Standards
Board, the financial reporting entity consists of the primary government, the District, and the following
component units:

San Mateo County Community College District Financing Corporation
San Mateo County Community Colleges Educational Housing Corporation

The San Mateo County Community College District Financing Corporation (the Corporation) is a legally separate
organization component unit of the District. The Corporation was formed to issue debt specifically for the
acquisition and construction of capital assets for the District. The Board of Trustees of the Corporation is the
same as the Board of Trustees of the District. The financial activity has been “blended” or consolidated within
the financial statements as of the District as if the activity was the District’s. This activity is included as the COP
Payment Fund and COP Construction Fund in the District’s governmental funds. Individually-prepared financial
statements are not prepared for the Corporation.

The San Mateo County Community Colleges Educational Housing Corporation (the Corporation) is a legally
separate organization component unit of the District. The Corporation was formed to operate staff and faculty
housing. The Board of Trustees of the Corporation is the same as the Board of Trustees of the District. The
financial activity of the Corporation is reported separately in the financial statements. Individually-prepared
financial statements are not prepared for the Corporation. The Corporation is a not-for-profit organization that is
exempt from income taxes under Section 501 (c) (3) of the Internal Revenue Code and classified by the Internal
Revenue Service as other than a private corporation. Accordingly, no provision for income taxes has been
provided in the financial statements. The Corporation annually files information returns, Forms 990, 199, and
RRF-1, with the appropriate agencies.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

The District has determined that the San Mateo County Community Colleges Foundation does not meet the
criteria for inclusion under GASB 39.

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

For financial reporting purposes, the District is considered a special-purpose government engaged only in
business-type activities as defined by GASB Statements No. 34 and No. 35 as amended by GASB Statements
No. 37 and No. 38. This presentation provides a comprehensive entity-wide perspective of the District's assets,
liabilities, activities, and cash flows and replaces the fund group perspective previously required. 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 material intra-agency and intra-fund transactions have been
eliminated.

Revenues resulting from exchange transactions, in which each party gives and receives essentially equal value,
are classified as operating revenues. These transactions are recorded on the accrual basis when the exchange
takes place. Available means that the resources will be collected within the current fiscal year or are expected to
be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For the District,
operating revenues consist primarily of student fees and auxiliary activities through the bookstore and cafeteria.

Nonexchange transactions, in which the District receives value without directly giving equal value in return,
include State apportionments, property taxes, certain Federal and State grants, entitlements, and donations.
Property tax revenue is recognized in the fiscal year received. State apportionment revenue is earned based upon
criteria set forth from the Community Colleges Chancellor’s Office and includes reporting of full-time equivalent
student (FTES) attendance. The corresponding apportionment revenue is recognized in the period the FTES are
generated. Revenue from Federal and State grants and entitlements are recognized in the fiscal year in which all
eligibility requirements have been satisfied. Eligibility requirements may include time and/or purpose
requirements.

Operating expenses are costs incurred to provide instructional services including support costs, auxiliary services,
and depreciation of capital assets. All other expenses not meeting this definition are reported as nonoperating.
Expenses are recorded on the accrual basis as they are incurred, when goods are received, or services are
rendered.

The accounting policies of the District conform to accounting principles generally accepted in the United States of
America (US GAAP) as applicable to colleges and universities, as well as those prescribed by the California
Community Colleges Chancellor’s Office.  The District reports are based on all applicable GASB
pronouncements, as well as applicable FASB pronouncements issued on or before November 30, 1989, unless
those pronouncements conflict or contradict GASB pronouncements. The District has not elected to apply FASB
pronouncements after that date. When applicable, certain prior year amounts have been reclassified to conform to
current year presentation. The budgetary and financial accounts of the District are maintained in accordance with
the State System's Office's Budget and Accounting Manual.

The financial statements are presented in accordance with the reporting model as prescribed in GASB Statement
No. 34, Basic Financial Statements and Management's 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, as amended by GASB Statements No. 37 and No. 38. The business-type activities
model followed by the District requires the following components of the District's financial statements:
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

e Management's Discussion and Analysis
e Basic Financial Statements for the District as a whole including:
o Statement of Net Assets — Primary Government
o Statement of Revenues, Expenses, and Changes in Net Assets — Primary Government
o Statement of Cash Flows — Primary Government
o Financial Statements for the Fiduciary Funds including:
o Statements of Fiduciary Net Assets
e Notes to the Financial Statements

Cash and Cash Equivalents

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
unrestricted investments with original maturities of three months or less from the date of acquisition. Cash
equivalents also include unrestricted cash with county treasury balances for purposes of the statement of cash
flows. Restricted cash and cash equivalents represent balances restricted by external sources such as grants and
contracts or specifically restricted for the repayment of capital debt.

Investments

Investments held at June 30, 2011 and 2010, with original maturities greater than one year are stated at fair value.
Fair value is estimated based on quoted market prices at year-end. All investments not required to be reported at
fair value are stated at cost or amortized cost. Fair values of investments in county and State investment pools are
determined by the program sponsor.

Restricted Assets

Restricted assets arise when restrictions on their use change the normal understanding of the availability of the
asset. Such constraints are either imposed by creditors, contributors, grantors, or laws of other governments or
imposed by enabling legislation. Restricted assets represent investments required by debt covenants to be set
aside by the District for the purpose of satisfying certain requirements of the bonded debt issuance.

Accounts Receivable

Accounts receivable include amounts due from the Federal, State and/or local governments, or private sources, in
connection with reimbursement of allowable expenditures made pursuant to the District's grants and contracts.
Accounts receivable also 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. The District provides for an
allowance for uncollectible accounts as an estimation of amounts that may not be received. This allowance is
based upon a five-year average ratio over actual revenues. The allowance was estimated at $2,706,290 and
$2,246,281 for the years ended June 30, 2011 and 2010, respectively.

Prepaid Expenditures

Prepaid expenses represent payments made to vendors and others for services that will benefit periods beyond
June 30.

Inventory

Inventory consists primarily of bookstore merchandise and supplies held for resale to the students and faculty of
the colleges. Inventories are stated at lower of cost or market, utilizing the first in, first out method. The cost is
recorded as an expense as the inventory is consumed.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Capital Assets and Depreciation

Capital assets are long-lived assets of the District as a whole and include land, construction-in-progress, buildings,
leasehold improvements, and equipment. The District maintains an initial unit cost capitalization threshold of
$5,000 for equipment and $100,000 for land, buildings and improvements. Assets are recorded at historical cost,
or estimated historical cost, when purchased or constructed. The District does not possess any infrastructure.
Donated capital assets are recorded at estimated fair market value at the date of donation. Improvements to
buildings and land that significantly increase the value or extend the useful life of the asset are capitalized; the
costs of routine maintenance and repairs that do not add to the value of the asset or materially extend an asset's
life are charged as an operating expense in the year in which the expense was incurred. Major outlays for capital
improvements are capitalized as construction-in-progress as the projects are constructed.

Depreciation of capital assets is computed and recorded utilizing the straight-line method. Estimated useful lives
of the various classes of depreciable capital assets are as follows: buildings, 25 to 50 years; improvements, 25 to
50 years; equipment, 5 to 10 years.

Accrued Liabilities and Long-term Obligations
All payables, accrued liabilities, and long-term obligations are reported in the entity-wide financial statements.
Deferred Issuance Costs, Premiums, and Discounts

Bond premiums and discounts, as well as issuance costs, are deferred and amortized over the life of the bonds
using the straight line method.

Compensated Absences

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The entire
compensated absence liability is reported on the entity-wide financial statements. The amounts have been
recorded in the fund from which the employees, who have accumulated the leave, are paid. The District also
participates in “load-banking” with eligible academic employees whereby the employee may teach extra courses
in one period in exchange for time off in another period.

Sick leave is accumulated without limit for each employee based upon negotiated contracts. Leave with pay is
provided when employees are absent for health reasons; however, the employees do not gain a vested right to
accumulated sick leave. Employees are never paid for any sick leave balance at termination of employment or
any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in the District's
financial statements. However, retirement credit for unused sick leave is applicable to all classified school
members who retire after January 1, 1999. At retirement, each member will receive .004 year of service credit for
cach day of unused sick leave. Retirement credit for unused sick leave is applicable to all academic employees
and is determined by dividing the number of unused sick days by the number of base service days required to
complete the last school year, if employed full time.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Deferred Revenue

Deferred revenue arises when potential revenue does not meet both the "measurable" and "available" criteria for
recognition in the current period or when resources are received by the District prior to the incurrence of
qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the
District has a legal claim to the resources, the liability for deferred revenue is removed from the combined balance
sheet and revenue is recognized. Deferred revenues include (1) amounts received for tuition and fees prior to the
end of the fiscal year that are related to the subsequent fiscal year and (2) amounts received from Federal and
State grants received before the eligibility requirements are met are recorded as deferred revenue.

Non Current Liabilities
Noncurrent liabilities include bonds payable and compensated absences with maturities greater than one year.

Net Assets

GASB Statements No. 34 and No. 35 report equity as "Net Assets." and represent the difference between assets
and liabilities. Net assets are classified according to imposed restrictions or availability of assets for satisfaction
of District obligations according to the following net asset categories:

Invested in Capital Assets, Net of Related Debt: Capital Assets, net of accumulated depreciation and
outstanding principal balances of debt attributable to the acquisition, construction, or improvement of those
assets.

Restricted — Nonexpendable: Net assets whose use by the District has been externally restricted in
perpetuity such as Endowment funds where future investment earnings may be used for the donor stipulated
purpose. The District has no nonexpendable net assets.

Restricted — Expendable: Net assets whose use by the District is subject to externally imposed constraints
that can be fulfilled by actions of the District pursuant to those constraints or by the passage of time. Net
assets may be restricted for capital projects, debt repayment, and/or educational programs.

None of the District’s restricted net assets have resulted from enabling legislation adopted by the District.

Unrestricted: Net assets that are not subject to externally imposed constraints. Unrestricted net assets may
be designated for specific purposes by action of the Board of Trustees or may otherwise be limited by
contractual agreements with outside parties. Substantially all unrestricted net assets are designated for
educational and general operations of the District.

When both restricted and unrestricted resources are available for use, it is the District's practice to use restricted
resources first and the unrestricted resources when they are needed.

State Apportionments
Certain current year apportionments from the State are based on financial and statistical information of the
previous year. Any corrections due to the recalculation of the apportionment are made in February of the

subsequent year. When known and measurable, these calculations and corrections are accrued in the year in
which the FTES area generated.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Property Taxes

Secured property taxes attach as an enforceable lien on property as of January 1. The County Assessor is
responsible for assessment of all taxable real property. Taxes are payable in two installments on November 1 and
February 1 and become delinquent on December 10 and April 10, respectively. Unsecured property taxes are
payable in one installment on or before August 31. The County of San Mateo bills and collects the taxes on
behalf of the District. Local property tax revenues are recorded when received.

The voters of the District passed General Obligation Bonds in 2001 and 2005 for the acquisition, construction,
and remodeling of certain District property. As a result of the passage of the Bond, property taxes are assessed on
the property within the District specifically for the repayment of the debt incurred. The taxes are billed and
collected as noted above and remitted to the District when collected.

Scholarship Discounts and Allowances

Student tuition and fee revenue is reported net of scholarship discounts and allowances in the Statement of
Revenues, Expenditures, and Changes in Net Assets. Scholarship discounts and allowances represent the
difference between stated charges for enrollment fees and the amount that is paid by students or third parties
making payments on the students’ behalf. To the extent that fee waivers and discounts have been used to satisfy
tuition and fee charges, the District has recorded a scholarship discount and allowance.

Federal Financial Assistance Programs

The District participates in federally funded Pell Grants, SEOG Grants, Federal Work-Study, and Stafford Loan
programs, as well as other programs funded by the Federal government. Financial aid to students is either
reported as operating expenses or scholarship allowances, which reduce revenues. The amount reported as
operating expense represents the portion of aid that was provided to the student in the form of cash. These
programs are audited in accordance with the Single Audit Act Amendments of 1996, and the U.S. Office of
Management and Budget's revised Circular A-133, Audits of States, Local Governments and Non-Profit
Organizations, and the related Compliance Supplement. During the years ended June 30, 2011, the District
distributed $1,726,628 in direct student loan through the U. S. Department of Education. The District distributed
$1,673,444 in student loans through the U.S. Department of Education Federal Family Education Loan Program
in 2010. These amounts have not been included as revenues or expenses within the accompanying financial
statements as the amounts were passed directly to qualifying students; however, the amounts are included on the
Schedule of Expenditures of Federal Awards.

On-Behalf Payments

GASB Statement No. 24 requires direct on-behalf payments for fringe benefits and salaries made by one entity to
a third party recipient for the employees for another legally separate entity be recognized as revenues and
expenditures by the employer entity. The State of California makes direct on-behalf payments to the California
State Teachers’ Retirement System (CalSTRS) and the California Public Employees’ Retirement System
(CalPERS) on behalf of all community colleges in California.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Estimates

The preparation of the financial statement in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those estimates.

Interfund Activity

Interfund transfers and interfund receivables and payables are eliminated during the consolidation process in the
entity-wide financial statements.

New Accounting Pronouncements

In November 2010, the GASB issued Statement No. 61, The Financial Reporting Entity. Omnibus-an amendment
of GASB Statements No. 14 and No. 34. The objective of this Statement is to improve financial reporting for a
governmental financial reporting entity. The requirements of GASB Statement No. 14, The Financial Reporting
Entity, and the related financial reporting requirements of GASB Statement No. 34, Basic Financial Statements-
and Management's Discussion and Analysis-for State and Local Governments, were amended to better meet user
needs and to address reporting entity issues that have arisen since the issuance of those Statements.

This Statement modifies certain requirements for inclusion of component units in the financial reporting entity.
For organizations that previously were required to be included as component units by meeting the fiscal
dependency criterion, a financial benefit or burden relationship also would need to be present between the primary
government and that organization for it to be included in the reporting entity as a component unit. Further, for
organizations that do not meet the financial accountability criteria for inclusion as component units but that,
nevertheless, should be included because the primary government's management determines that it would be
misleading to exclude them, this Statement clarifies the manner in which that determination should be made and
the types of relationships that generally should be considered in making the determination.

This Statement also amends the criteria for reporting component units as if they were part of the primary
government (that is, blending) in certain circumstances. For component units that currently are blended based on
the "substantively the same governing body" criterion, it additionally requires that (1) the primary government
and the component unit have a financial benefit or burden relationship or (2) management (below the level of the
elected officials) of the primary government have operational responsibility (as defined in paragraph 8a) for the
activities of the component unit. New criteria also are added to require blending of component units whose total
debt outstanding is expected to be repaid entirely or almost entirely with resources of the primary government.
The blending provisions are amended to clarify that funds of a blended component unit have the same financial
reporting requirements as a fund of the primary government. Lastly, additional reporting guidance is provided for
blending a component unit if the primary government is a business-type activity that uses a single column
presentation for financial reporting.

This Statement also clarifies the reporting of equity interests in legally separate organizations. It requires a
primary government to report its equity interest in a component unit as an asset. The provisions of this Statement
are effective for financial statements for periods beginning after June 15, 2012. Early implementation is
encouraged.
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NOTES TO FINANCIAL STATEMENTS
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Comparative Financial Information

Comparative financial information for the prior year has been presented for additional analysis; certain amounts
presented in the prior year data have been reclassified in order to be consistent with the current year's
presentation.

NOTE 3 —- DEPOSITS AND INVESTMENTS
Policies and Practices

The District is authorized under California Government Code to make direct investments in local agency bonds,
notes, or warrants within the State; U.S. Treasury instruments; registered State warrants or treasury notes;
securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit
placed with commercial banks and/or savings and loan companies; shares of beneficial interest issued by
diversified management companies, certificates of participation, obligations with first priority security; and
collateralized mortgage obligations.

Investment in County Treasury - The District is considered to be an involuntary participant in an external
investment pool as the District is required to deposit all receipts and collections of monies with their County
Treasurer (Education Code Section 41001). The fair value of the District's investment in the pool is reported in
the accompanying financial statements at amounts based upon the District's pro-rata share of the fair value
provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of that portfolio). The
balance available for withdrawal is based on the accounting records maintained by the County Treasurer, which is
recorded on the amortized cost basis.

Investment in the State Investment Pool - The District is a voluntary participant in the Local Agency
Investment Fund (LAIF) that is regulated by California government code Section 16429 under the oversight of the
Treasurer of the State of California. The fair value of the District's investment in the pool is reported in the
accompanying financial statement at amounts based upon the District's pro-rata share of the fair value provided by
LAIF for the entire LAIF portfolio (in relation to the amortized cost of that portfolio). The balance available for
withdrawal is based on the accounting records maintained by LAIF, which is recorded on the amortized cost
basis.
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General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the
schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds, Notes, Warrants 5 years None None
Registered State Bonds, Notes, Warrants 5 years None None
U.S. Treasury Obligations 5 years None None
U.S. Agency Securities 5 years None None
Banker's Acceptance 180 days 40% 30%
Commercial Paper 180 days 30% 10%
Negotiable Certificates of Deposit 5 years 30% FDIC
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None

Joint Powers Authority Pools N/A None $20 million

Summary of Deposits and Investments

Deposits and investments of the Primarily Government as of June 30, 2011 and 2010, consist of the following:

2011 2010
Cash on hand and in banks $ 1,105,073 $ 4,492,639
Cash in revolving 131,008 123,800
Investments 248,834,665 299,680,627
Total Deposits and Investments $ 250,070,746 $ 304,297,066

Deposits and investments of the Fiduciary Funds as of June 30, 2011 and 2010, consist of the following:

2011 2010
Cash on hand and in banks $ 448,752 $ 596,090
Investment - county pool 1,498,510 1,237,443
Total Deposits and Investments $ 1,947,262 $ 1,833,533

Deposits and investments of the Educational Housing Corporation as of June 30, 2011 and 2010, consist of the
following:

2011 2010
Cash on hand and in banks $ 79,761 $ 77,763
Total Deposits and Investments $ 79,761 $ 77,763
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Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value to
changes in market interest rates. The District manages its exposure to interest rate risk by primarily investing in
the County pool and local agency investment fund (LAIF).

Weighted Average Maturity
The District monitors the interest rate risk inherent in its portfolio by measuring the weighted average maturity of

its portfolio. Information about the weighted average maturity of the District's portfolio is presented in the
following schedule:

Weighted

Average

Fair Maturity

Investment Type Value In Years
Brokered certificates of deposit $ 5,000 0.35
County Pool 234,727,725 1.50
State Investment Pool 14,101,940 0.65

Total $ 248,834,665

Credit Risk

Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.
This is measured by the assignment of a rating by a nationally recognized statistical rating organization. The
District's investments in the County pool and LAIF are not required to be rated, nor have they been rated as of
June 30, 2011.

Custodial Credit Risk - Deposits

This is the risk that in the event of a bank failure, the District's deposits may not be returned to it. The District
does not have a policy for custodial credit risk. However, the California Government Code requires that a
financial institution secure deposits made by state or local governmental units by pledging securities in an
undivided collateral pool held by a depository regulated under state law (unless so waived by the governmental
unit.) The market value of the pledged securities in the collateral pool must equal at least 110 percent of the total
amount deposited by the public agencies. California law also allows financial institutions to secure public
deposits by pledging first trust deed mortgage notes having a value of 150 percent of the secured public deposits
and letters of credit issued by the Federal Home Loan Bank of San Francisco having a value of 105 percent of the
secured deposits. As of June 30, 2011 and 2010, the District's bank balances of approximately $2,296,000 and
$1,766,000, respectively, were exposed to custodial credit risk because it was uninsured and collateralized with
securities held by the pledging financial institution's trust department or agent, but not in the name of the District.

35



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Custodial Credit Risk - Investments

This is the risk that, in the event of the failure of the counterparty, the District will not be able to recover the value
of its investments or collateral securities that are in possession of an outside party. The California government
Code and the District’s investment policy do not contain legal or policy requirements that would limit the
exposure to custodial credit risk for investments.

NOTE 4 - ACCOUNTS RECEIVABLE

Accounts receivables for the District consisted primarily of intergovernmental grants, entitlements, interest, and
other local sources. The District computes the allowance for bad debt accounts based on a five-year weighted
average on uncollectibles accounts receivable to total revenue ratio. The accounts receivable are as follows:

Primary Governmnet

2011 2010

Federal Government

Categorical aid $ 1,151,795 $ 2,204,764
State Government

Apportionment 5,085,296 11,753,161

Categorical aid 856,871 441,857

Lottery 1,046,241 267,820

Other State sources 1,691,535 1,226,614
Local Sources

Interest 469,217 819,495

Student loans 693,615 1,444,989

Student receivables 8,341,211 6,501,279

Other local sources 4,931,558 15,761,340
Less allowance for bad debt (2,706,290) (2,246,281)

Total Accounts Receivable, net $ 21,561,049 $ 38,175,038

Other Local Receivables at June 30, 2011 and 2010 include $913,251 and $977,521 for loans made to District
employees to purchase houses. All full time employees who purchase a home and contribute at least 20 percent
of the purchase price are eligible to receive loans of up to $75,000 per employee. Repayment terms and interest
rates are: no payments due in years 1 through 5, payments of principal and interest in years 6-29, with final
payment of any remaining balance in year 30. Selling the property, withdrawing cash from the equity, or leaving
the District’s employment accelerates the due date of the loan. Interest is charged at 4 percent per year. As of
June 30, 2011, all of the funds have been loaned out. No loans will be granted to additional employees until
existing loans are paid back or the Board authorizes additional amounts to be loaned out.

Fiduciary Funds
2011 2010
Local Sources
Interest $ 4,513 $ 3,782
Other local sources 1,066,671 1,000,867
Total $ 1,071,184 $ 1,004,649

The Educational Housing Corporation's accounts receivable are interest receivable.
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NOTE 5 - PREPAID EXPENSES AND OTHER ASSETS

The significant item within prepaid expense is that the District has entered into an insurance contract for the bond
construction projects throughout the District. The insurance agreement calls for an original lump-sum payment of
$10,264,301 which is being amortized over the life of the insurance coverage. The remaining unamortized

insurance prepaid expense as of June 30, 2011 was $605,849.

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the District for the fiscal year ended June 30, 2011, was as follows:

Balance Balance
Beginning End
of Year Additions Deductions of Year
Capital Assets Not Being Depreciated
Land $ 20,628,292 - $ - 20,628,292
Construction in progress 176,430,226 66,701,954 178,140,791 64,991,389
Total Capital Assets Not Being
Depreciated 197,058,518 66,701,954 178,140,791 85,619,681
Capital Assets Being Depreciated
Land improvements 32,292,299 1,346,344 - 33,638,643
Buildings and improvements 441,052,352 162,656,123 - 603,708,475
Furniture, equipment, and vehicles 25,510,583 3,244,454 291,757 28,463,280
Total Capital Assets Being
Depreciated 498,855,234 167,246,921 291,757 665,810,398
Less Accumulated Depreciation
Land improvements 9,413,143 1,264,840 - 10,677,983
Buildings and improvements 67,303,141 14,824,562 - 82,127,703
Furniture, equipment, and vehicles 14,023,245 2,476,269 162,728 16,336,786
Total Accumulated Depreciation 90,739,529 18,565,671 162,728 109,142,472
Net Capital Assets Being
Depreciated 408,115,705 148,681,250 129,029 556,667,926
Net Capital Assets $ 605,174,223 § 215,383,204 § 178,269,820 § 642,287,607

Depreciation expense for the year was $18,565,671.
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Capital asset activity for the District for the fiscal year ended June 30, 2010, was as follows:

Balance Balance
Beginning End
of Year Additions Deductions of Year
Capital Assets Not Being Depreciated
Land $ 20628292 $ - 3 - $ 20,628,292
Construction in progress 159,859,021 147,981,558 131,410,353 176,430,226
Total Capital Assets Not Being
Depreciated 180,487,313 147,981,558 131,410,353 197,058,518
Capital Assets Being Depreciated
Land improvements 12,953,351 19,338,948 - 32,292,299
Buildings and improvements 326,411,995 114,640,357 - 441,052,352
Furniture, equipment, and vehicles 22,455,685 3,887,104 832,206 25,510,583
Total Capital Assets Being
Depreciated 361,821,031 137,866,409 832,206 498,855,234
Less Accumulated Depreciation
Land improvements 8,665,435 747,708 - 9,413,143
Buildings and improvements 57,008,646 10,294,495 - 67,303,141
Furniture, equipment, and vehicles 11,569,730 2,842,944 389,429 14,023,245
Total Accumulated Depreciation 77,243,811 13,885,147 389,429 90,739,529
Net Capital Assets Being
Depreciated 284,577,220 123,981,262 442,777 408,115,705
Net Capital Assets $ 465,064,533 $§ 271,962,820 $ 131,853,130 § 605,174,223

Depreciation expense for the year was $13,885,147.

NOTE 7 - ACCOUNTS PAYABLE
Accounts payable for the District consisted of the following:

Primary Government

2011 2010

Accrued payroll $ 3,816,134 $ 2,105,683
Mandated cost 1,090,686 1,678,403
ERAF 1,781,872 1,781,872
Construction 8,956,747 11,412,932
Vendor 5,227,616 9,978,365
Other 1,666,829 1,728,968

Total $ 22,539,884 $ 28,686,223
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Fiduciary Funds
The accounts payable of the Fiduciary Fund consists primarily of funds held for other student clubs.
Discretely Presented Component Unit

The accounts payable of the Educational Housing Corporation consists only the rent security deposits.

NOTE 8 - DEFERRED REVENUE

Deferred revenue at June 30, 2011 and 2010 consisted of the following:

Primary Government

2011 2010
Federal financial assistance $ 16,000 $ 5,873
State categorical aid 1,956,378 2,630,352
Enrollment fees 6,613,514 5,190,307
Other local 2,856,857 4,175,699
Total $ 11,442,749 $ 12,002,231

The Fiduciary Fund and the Education Housing Corp had no deferred revenues as of June 30, 2011.

NOTE 9 - INTERFUND TRANSACTIONS
Interfund Receivables and Payable (Due To/Due From)

Interfund receivable and payable balances arise from interfund transactions and are recorded by all funds affected
in the period in which transactions are executed. Interfund activity within the governmental funds and fiduciary
funds has been eliminated respectively in the consolidation process of the basic financial statements. Balances
owing between the primary government and the fiduciary funds are not eliminated in the consolidation process.

Interfund Operating Transfers

Operating transfers between funds of the District are used to (1) move revenues from the fund that statute or
budget requires to collect them to the fund that statute or budget requires to expend them, (2) move receipts
restricted to debt service from the funds collecting the receipts to the debt service fund as debt service payments
become due, and (3) use restricted revenues collected in the General Fund to finance various programs accounted
for in other funds in accordance with budgetary authorizations. Operating transfers within the funds of the
District have been eliminated in the consolidated process. Transfers between the primary government and the
fiduciary funds are not eliminated in the consolidation process.
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NOTE 10 - LONG-TERM OBLIGATIONS

Summary

The changes in the District's long-term obligations during the 2011 fiscal year consisted of the following:

Balance Balance
Beginning Prepaid/ End Due in
of Year Accretions Deductions of Year One Year
Bonds and Notes Payable
General obligation bonds $ 694,967,051 § 18,028,621  $11,200,000 § 701,795,672  $12,985,000
Other Liabilities
Compensated absences 3,489,506 - 114,249 3,375,257 -
Total Other Liabilities 3,489,506 18,028,621 11,314,249 705,170,929 12,985,000
Premiums, net of amortization 18,428,645 - 877,626 17,551,019 877,627
Total Long-term Liabilities ~ $§ 716,885,202 § 18,028,621  $12,191,875 § 722,721,948  $13,862,627
The changes in the District's long-term obligations during the 2010 fiscal year consisted of the following:
Balance Balance
Beginning Additions/ Prepaid/ End Due in
of Year Accretions Deductions of Year One Year
Bonds and Notes Payable
General obligation bonds $ 687347064 $ 17,194987 § 9575000 $ 694,967,051 $11,200,000
Total Bonds and Notes
Payable 687,347,064 17,194,987 9,575,000 694,967,051 11,200,000
Other Liabilities
Compensated absences 3,338,217 151,289 - 3,489,506 -
Net OPEB obligation 4,350,423 7,430,914 11,781,337 - -
Total Other Liabilities 7,688,640 7,582,203 11,781,337 3,489,506 -
Premiums, net of amortization 19,306,272 - 877,627 18,428,645 877,627
Total Long-term Liabilities ~ $ 714,341,976  $§ 24,777,190  $22,233,964 $§ 716,885,202 $12,077,627

Description of Debt

Payments on the general obligation bonds are made by the Bond Interest and Redemption Fund with local
property revenues. The compensated absences are paid by the fund in which the related employee costs are

accounted for.

General obligation bonds were approved by local elections in 2001 and 2005. The total amount approved by the
voters in 2001 and 2005 were $207,000,000 and $468,000,000, respectively. All of the authorized 2001 and 2005
bonds have been issued. Interest rates on the 2001 bonds are range from 3.00 percent to 5.74 percent and the
interest rates on the 2005 bonds are range from 3.50 percent to 5.00 percent. At June 30, 2011, the outstanding
balances for the 2001 and 2005 bonds were $208,999,178 and $492,796,494, respectively.
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Debt Maturity

General Obligation Bonds

Bonds Bonds
Issue Maturity  Interest Original Outstanding Interest Outstanding
Date Date Rate Issue July 1, 2010 Accretions Redeemed  June 30, 2011
6/4/2002  9/1/2026  5.2-5.74% $96,875,613 § 90,407,606 $ 1,588,801 § 2,525,000 § 89,471,407
2/9/2005  9/1/2029 3.00-5.00% 69,995,132 73,685,589 1,466,360 1,155,000 73,996,949
4/11/2006  3/1/2031 3.50-5.00% 40,124,660 44,628,834 1,586,988 685,000 45,530,822
4/11/2006  9/1/2030  3.75-5.00% 135,429,395 123,986,975 4,459,368 6,365,000 122,081,343
12/12/2006  9/1/2038 3.50-5.00% 332,570,194 362,258,047 8,927,104 470,000 370,715,151
$ 694,967,051 $18,028,621 $11,200,000 $ 701,795,672
The bonds mature through 2039 as follows:
Interest to

Fiscal Year Principal Maturity Total
2012 $ 12,985,000 § 14,836,700 $ 27,821,700
2013 14,910,000 14,289,483 29,199,483
2014 16,945,000 13,692,094 30,637,094
2015 19,195,000 12,940,682 32,135,682
2016 20,465,575 11,989,097 32,454,672
2017-2021 116,747,043 49,779,331 166,526,374
2022-2026 135,837,261 36,563,437 172,400,698
2027-2031 153,493,112 25,735,963 179,229,075
2032-2036 119,669,455 14,114,500 133,783,955
2037-2039 91,548,226 2,909,750 94,457,976
Total $701,795,672 $ 196,851,037 $ 898,646,709

Other Postemployment Benefit (OPEB) Obligation

The District’s actuarially determined annual required contribution (ARC) for the year ended June 30, 2011, was
$7,702,017. The District made a contribution of $7,100,154 for premiums for current retirees. In a addition, the
District contributed $10,000,000 to the San Mateo County Community College District Public Entity Investment
Trust during the year. See Note 12 for additional information regarding the OPEB obligation and the
postemployment benefits plan.

NOTE 11 - DEFEASED DEBT
In 2006, the District defeased the certificates of participation issued in 2004 by creating an irrevocable trust fund.

As of June 30, 2011, the amount of defeased debt outstanding but removed from the Long-Term Obligations
amounted to $29,018,181.
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NOTE 12 - POSTEMPLOYMENT HEALTH CARE PLAN AND OTHER POSTEMPLOYMENT
BENEFIT (OPEB) OBLIGATION

The District provides postemployment health care benefits for retired employees in accordance with negotiated
contracts with the various bargaining units of the District.

Plan Description

The Other Postemployment Benefit Plan (the Plan) is a single-employer defined benefit healthcare plan
administered by the San Mateo County Community College District. The Plan provides medical and dental
insurance benefits to eligible retirees and their spouses. Membership of the Plan consists of 1028 retirees and
beneficiaries currently receiving benefits and 820 active plan members. Separate financial statements are
prepared for the Plan and may be obtained by contacting the San Mateo County Community College District.

Funding Policy

The contribution requirements of plan members and the District are established and may be amended by the
District and the District's bargaining units. The required contribution is based on projected pay-as-you-go
financing requirements with an additional amount to prefund benefits. During the year, the District contributed
$7,100,154 for the current retirces’ medical premiums. Plan members receiving benefits contributed $30,000, or
approximately .004 percent of the total premiums. Contributions made by retirees range between $1 to $325 per
month. In addition to the current year premium, the District contributed $10,000,000 to the San Mateo County
Community College District Public Entity Investment Trust.

Annual OPEB Cost and Net OPEB (Prepaid)/Obligation

The District's annual OPEB cost (expense) is calculated based on the annual required contribution of the employer
(ARC), an amount actuarially determined in accordance with GASB Statement No. 45. The ARC represents a
level of funding that, if paid on an ongoing basis, is projected to cover normal cost each year and amortize any
unfunded actuarial accrued liabilities or funding costs (UAAL) over a period not to exceed 30 years. The
following table shows the components of the District's annual OPEB cost for the year, the amount actually
contributed to the Plan, and changes in the District's net OPEB obligation to the Plan:

Annual required contribution (ARC) $ 7,702,017

Annual OPEB cost (expense) - District paid premiums (7,100,154)
Current year contribution to the OPEB Trust (10,000,000)
Contributions in excess of ARC (9,398,137)
OPEB asset, beginning of year (116,518)
OPEB asset, end of year $ (9,514,655)
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Trend Information

Trend information for the annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the
net OPEB asset/obligation for the past three years is as follows:

Year Ended Annual OPEB Actual Percentage Net OPEB
June 30, Cost Contribution ~ Contributed  Obligation/(Assets)
2011 $ 7,702,017 $17,100,154 222%  § (9,514,655)
2010 7,383,929 11,167,718 151% (116,518)
2009 8,175,590 6,534,170 80% 4,350,423

Funding Status and Funding Progress

The funded status of the OPEB Plan as of June 30, 2011, is as follows:

Actuarial Accrued Liability (AAL) $ 118,923,929
Actuarial Value of Plan Assets (15,643,762)
Unfunded Actuarial Accrued Liability (UAAL) $ 103,280,167
Funded Ratio (Actuarial Value of Plan Assets/AAL) 13%
Covered Payroll $ 87,492,518
UAAL as Percentage of Covered Payroll 118%

The above noted actuarial accrued liability was based on the April 12, 2011, actuarial valuation. Actuarial
valuation of an ongoing plan involves estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future employment,
mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the Plan and the
annual required contribution of the employer are subject to continual revision as actual results are compared with
past expectations and new estimates are made about the future. The schedule of funding progress, presented as
required supplementary information, follow the notes to the financial statements, presents multi-year trend
information about whether the actuarial value of Plan assets is increasing or decreasing over time relative to the
actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the substantive Plan (the Plan as understood
by the employer 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 employer and the Plan members to that point.
The actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-
term volatility in actuarial accrued liabilities and the actuarial values of assets, consistent with the long-term
perspective of the calculations.
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In the April 12, 2011 actuarial valuation, the Entry Age Normal Actuarial Cost Method was used. The actuarial
assumptions included a 5 percent investment rate of return (net of administrative expenses), based on the Plan
being funded in an irrevocable employee benefit trust fund invested in a long-term fixed income portfolio.
Healthcare cost trend rates assumed 4 percent per year. The UAAL is being amortized at a level percentage of
payroll method. The remaining amortization period at July 1, 2011, was 30 years. The actuarial value of assets of
$15,643,762 was determined in this actuarial valuation. At July 1, 2011, the Trust held net assets in the amount of
$16,656,584 in investments with Benefit Trust.

NOTE 13 - RISK MANAGEMENT
Insurance Coverages

The District is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. During the year ending June 30, 2011, the District
contracted with MacCorkle Inc., an insurance broker to manage the District’s insurance claims. The District is
self-insured for the first $150,000. Settled claims have not exceeded this commercial coverage.

Workers' Compensation

For the fiscal year, the District contracted with Andreini and Company for placement of excess workers’
compensation insurance program. The District is self-insured for the first $350,000.

Employee Medical Benefits

The District has contracted with the Cal PERS to provide employee medical and surgical benefits. CalPERS is a
shared risk pool comprised of nearly 2,500 employers and covers five regions (Bay Area, Other Northern
California, Southern California, Other Southern California, and Out of State). Rates are set through an annual
calculation process. The District pays a monthly contribution, which is placed in a common fund from which
claim payments are made for all participating Districts. Claims are paid for all participants regardless of claims
flow. The CalPERS Board of Directors has a right to return monies to a district subsequent to the settlement of all
expenses and claims if a district withdraws from the pool. CalPERS requires the District to have a post retirement
medical benefit plan for CalPERS members.

The District also contributed towards the medical plan premiums of CalPERS and CalSTRS retirees who did not
meet the District eligibility requirements for retiree benefits when they retired. This contribution is required by
CalPERS and is called the “Employer Share” and was established in order to provide retirees, regardless of
District eligibility, with continuation of group medical insurance coverage at a reduced monthly premium. There
are currently 60 retirees that fall under this categorical and the District’s share for the fiscal year was $348,588.

The District records an estimated liability for indemnity torts and other claims against the District. Claims

liabilities are based on estimates of the ultimate costs of reported claims (including future claim adjustment
expenses) and an estimate for claims incurred, but not reported based on historical experience.
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Claim Liabilities

The District establishes a liability for both reported and unreported events, which includes estimates of both future
payments of losses and related claim adjustment expenses. The following represent the changes in approximate
aggregate liabilities for the District from July 1, 2009 to June 30, 2011:

Workers' Property
Compensation and Liability
Liability Balance, July 1, 2009 $ 1,534,146 $ 300,000
Claims and changes in estimates 118,565 -
Claims payments - (150,000)
Liability Balance, June 30, 2010 1,652,711 150,000
Claims and changes in estimates (4,711) -
Claims payments - (150,000)
Liability Balance, June 30, 2011 $ 1,648,000 $ -
Assets available to pay claims at June 30, 2011 $ 10,288,748 $ -

NOTE 14 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer contributory retirement plans maintained by agencies
of the State of California. Certificated employees are members of the California State Teachers' Retirement
System (CalSTRS) and classified employees are members of the California Public Employees' Retirement System
(CalPERS).

CalSTRS
Plan Description

The District contributes to CalSTRS, a cost-sharing multiple-employer public employee retirement system
defined benefit pension plan administered by CalSTRS. The plan provides retirement and disability benefits 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 CalSTRS, 7919 Folsom Blvd., Sacramento, California 95826.

Funding Policy

Active members are required to contribute 8.0 percent of their salary while 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
2010-2011 was 8.25 percent of annual payroll. The contribution requirements of the plan members are
established by State statute. The District's total contributions to CalSTRS for the fiscal years ended June 30,
2011, 2010, and 2009, were $3,043,000, $3,114,710, and $3,248,693, respectively, and equal 100 percent of the
required contributions for each year.
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CalPERS

Plan Description

The District contributes to the School Employer Pool under the California Public Employees’ Retirement System
(CalPERS), a cost-sharing multiple-employer public employee retirement system defined benefit pension plan
administered by CalPERS. The plan provides retirement and disability benefits, annual cost-of-living
adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by State
statutes, as legislatively amended, within the Public Employees’ Retirement Laws. CalPERS issues a separate
comprehensive annual financial report that includes financial statements and required supplementary information.
Copies of the CalPERS’ annual financial report may be obtained from the CalPERS Executive Office, 400 P
Street, Sacramento, California 95811.

Funding Policy

Active plan members are required to contribute 7.0 percent of their salary (7.0 percent of monthly salary over
$133.33 if the member participates in Social Security), 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 District's contribution rate to CalPERS for fiscal year 2010-2011 was
10.707 percent of covered payroll. The District's contributions to CalPERS for fiscal years ending June 30, 2011,
2010, and 2009, were $3,458,509, $3,251,939, and $3,221,484, respectively, and equaled 100 percent of the
required contributions for each year.

On-Behalf Payments

The State of California makes contributions to CalSTRS on behalf of the District. These payments consist of
State General Fund contributions to CalSTRS . The State of California made contributions to CalSTRS on behalf
of the District for fiscal year ending June 30, 2011, 2010, and 2009 amounted to $1,569,077, $1,601,068, and
$1,772,764, respectively, and equaled 4.267 percent of salaries subject to CalSTRS. These amounts have been
reflected in the basic financial statements as a component of nonoperating revenue and employee benefit expense.

Deferred Compensation

The District offers its employees two 457 and seven 403 (b) tax deferred compensation plans. The plans,
available to all employees, permits them to defer a portion of their pre-tax salary into investment(s) provided by
the plans. The deferred compensation will become available once a qualifying event, as defined by the IRS, has
been met. The District oversees the administrative functions of these plans. The District makes employer
contributions for five of its employees, otherwise, these plans are strictly for employee contributions only.

NOTE 15 - COMMITMENTS AND CONTINGENCIES
Grants

The District receives financial assistance from Federal and State agencies in the form of grants. The disbursement
of funds received under these programs generally requires compliance with terms and conditions specified in the
grant agreements and are subject to audit by the grantor agencies. Any disallowed claims resulting from such
audits could become a liability of the General Fund or other applicable funds. However, in the opinion of
management, any such disallowed claims will not have a material adverse effect on the overall financial position
of the District at June 30, 2011.
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The California State Controller’s Office audited the District’s mandated costs claims in 2003-2004. As the result
of the audit, the District has set aside a reserve for the liability. However, the District is in the process of
disputing this liability with the State.

Litigation

The District is involved in various litigation arising from the normal course of business. In the opinion of
management and legal counsel, the disposition of all litigation pending is not expected to have a material adverse
effect on the overall financial position of the District at June 30, 2011.

Early Retirement

The District offered an early incentive retirement plan to all bargaining units who elect early retirement in prior
year. All incentives have been paid except for $135,000 of which will be paid in fiscal year 2011-2012.

Operating leases

The District has entered into various operating leases for equipment with no lease terms in excess of one year.
None of these agreements contain purchase options. All agreements contain a termination clause providing for
cancellation after a specified number of days written notice to lessors, but it is unlikely that the District will
cancel any of the agreements prior to the expiration date.

Construction Commitments

As of June 30, 2011, the District had the following commitments with respect to the unfinished capital projects:

Remaining Expected
Construction Date of
CAPITAL PROJECT Commitment Completion
District funded facility improvement projects $ 34,108 within 1 year
State funded capital outlay projects 985,284 within 1 year
2005 G.O. Bond (Measure A) construction projects 10,043,177 within 1 year
$ 11,062,569

The projects are funded through a combination of general obligation bonds and capital project apportionments
from the State Chancellor's Office.

Deferral of State Apportionments

Certain apportionments owed to the District for funding of FTES, categorical programs, and construction
reimbursements which are attributable to the 2010-2011 fiscal year have been deferred to the 2011-2012 fiscal
year. The total amount of funding deferred into the 2011-2012 fiscal year was $4,957,288 which have been
received on July 8, 2011. These deferrals of apportionment are considered permanent with future funding also
being subject to deferral into future years.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 16 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT
POWERS AUTHORITIES

The District is self-insured for the workers’ compensation and property and liability up to $150,000. The District
contracts with MacCorkle Inc., an insurance broker to manage the District’s insurance claims. The District pays
an annual premium to MacCorkle for their services. The relationships between the District and the risk
management company are such that they are not component units of the District for financial reporting purposes.

These entities have budgeting and financial reporting requirements independent of member units and their
financial statements are not presented in these financial statements; however, fund transactions between the
entities and the District are included in these statements. Audited financial statements are generally available
from the respective entities.

During the year ended June 30, 2011, the District made payment of $1,047,821 MacCorkle Inc. for the insurance
related services. The District also paid $41,467 and $219,365 to School Excess Liability Fund and Princeton
Excess and Surplus for excess liability program.

The District is a member of South Bay Regional Public Safety Training Consortium JPA. No payments were
made to South Bay Regional Public Safety Training Consortium JPA during the year.

NOTE 17 - TAX AND REVENUE ANTICIPATION NOTES

On July 1, 2010, the District issued $14,415,000 Tax and Revenue Anticipation Notes bearing interest at 2.00
percent. The notes were issued to supplement cash flows. Interest and principal were due and payable on June 1,
2011. By May 20111, the District had placed 100 percent of principal and interest in an irrevocable trust for the
sole purpose of satisfying the notes. The District was not required to make any additional payments on the notes.

NOTE 18 - SUBSEQUENT EVENTS
The District issued $19,945,000 of Tax and Revenue Anticipation Notes dated July 1, 2011. The notes mature on
June 1, 2012, and yield 0.350 percent interest. The notes were sold to supplement cash flow. Repayment

requirements are that a percentage of principal and interest be deposited with the Fiscal Agent each month
beginning January 1, 2012, until 100 percent of principal and interest due is on account in May, 2012.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF OTHER POSTEMPLOYMENT BENEFITS (OPEB) FUNDING
PROGRESS

FOR THE YEAR ENDED JUNE 30, 2011

Actuarial
Accrued
Liability Unfunded UAAL as a
Actuarial (AAL) - AAL Percentage of
Valuation Actuarial Value Entry Age (UAAL) Funded Ratio Covered Covered Payroll
Date of Assets (a) Normal (b) (b-a) (a/b) Payroll (c) ([b-a]/c)
2011 $ 15,643,762  $118,923,929  $103,280,167 13% $87,492,518 118%
2009 - 108,915,006 108,915,006 0% 85,080,018 128%
2006 - 149,530,877 149,530,877 0% 87,823,351 170%

50



SUPPLEMENTARY INFORMATION

51



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

DISTRICT ORGANIZATION
JUNE 30, 2011

The San Mateo County Community College District was established in 1922, and includes three college campuses
located in San Mateo County. There were no changes in the boundaries of the District during the current year.
The District's three colleges are each accredited by the Accrediting Commission for Community and Junior
Colleges, Western, Association of Schools and Colleges.

BOARD OF TRUSTEES
MEMBER OFFICE TERM EXPIRES
Richard Holober President 2013
Dave Mandelkern Vice President- 2011
Clerk
Helen Hausman Trustee 2013
Patricia Miljanich Trustee 2011
Karen Schwarz Trustee 2011
ADMINISTRATION
Ron Galatolo Chancellor - Superintendent
James Keller Executive Vice Chancellor
Michael Claire President — College of San Mateo
Tom Mohr President — Canada College
Victoria Morrow President — Skyline College
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED JUNE 30, 2011

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
U.S. DEPARTMENT OF EDUCATION
Student Financial Aid Cluster
Federal Work Study Program 84.033 none $ 369,343
Pell Grant 84.063 none 17,407,642
Supplemental Educational Opportunity Grant (SEOG) 84.007 none 505,321
Direct Student Loans 84.268 none 1,726,628
Academic Competitiveness Grant (ACG) 84.375 none 130,907
Postsecondary Education
TRIO Cluster
Student Support Services 84.042A none 737,460
Upward Bound 84.047A none 240,878
Passed through Santa Clarita Community College District
Fund for the Improvement of Postsecondary Education 84.116Z none 198,210
Institutional Service
Minority Science and Engineering Improvement 84.120 none 295,382
College Cost Reduction and Access Act Hispanic Serving Institutions 84.031C none 514,674
Vocational Education
Passed through California Community Colleges Chancellor's Office:
CTEA I-C Basic Grants to States 84.048A 10-C01-052 560,287
CTEA 1I Tech Prep Education 84.243 10-139-370 209,124
Elementary and Secondary Education
Passed through California Community Colleges Chancellor's Office:
ARRA - State Fiscal Stablization Fund - Education State Grants 84.394 none 55,818
Special Education and Rehabilitation Services
Passed through California Department of Rehabilitation:
Vocational Rehabilitation-Workability 84.126A 27721 144,904
Passed through California Department of Developmental Services:
Special Education-Grants for Infants and Families 84.181 s11-063 6,740
Total U.S. Department of Education 23,103,318
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
Administration for Children and Families
Passed through California Community Colleges Chancellor's Office:
Temporary Assistance for Needy Families (TANF) 93.558 none 73,610
Passed through California Department of Education/CDTC:
Child Care and Development Block Grant 93.575 3939, 4047 131,365
Total U.S. Department of Health and Human Services 204,975

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

FOR THE YEAR ENDED JUNE 30, 2011

Pass-Through

Federal Entity
Federal Grantor/Pass-Through CFDA Identifying Federal
Grantor/Program or Cluster Title Number Number Expenditures
U.S. DEPARTMENT OF AGRICULTURE
Passed through California Department of Education:
Child and Adult Care Food Program 10.558 1754-0A 34,328
Total U.S. Department of Agriculture 34,328
U.S. DEPARTMENT OF LABOR
Passed through County of San Mateo:
ARRA - WIA Dislocated Workers 17.260 73200-10-C175 218,690
Community Based Job Training Grants 17.269 71327 47,414
Passed through California Community Colleges Chancellor's Office:
WIA - Adult - Governor's 15% Discretionary Fund 17.258 09-115-15 33,735
ARRA - WIA - Adult - Governor's 15% Discretionary Fund 17.258 09-127-19 66,973
Community Based Job Training Grant 17.269 none 946,602
Passed through California Employment Development Department:
ARRA - WIA - Adult - Governor's 15% Discretionary Fund 17.258 K079978 56,365
Employment Services - Wagner-Peyser 10% 17.207 K079976 75,000
Total U.S. Department of Labor 1,444,779
U.S. DEPARTMENT OF THE TREASURY
Volunteer Income Tax Assistance (VITA) Matching Grant Program 21.009 none 10,500
NATIONAL SCIENCE FOUNDATION
Education and Human Resources 47.076 none 303,593
Engineering Grants 47.041 none 40,910
Total National Science Foundation 344,503
NATIONAL AERONAUTICS AND SPACE ADMINISTRATION
Minority University Research and Education Program 43.008 none 78,825
U.S. DEPARTMENT OF ENERGY
Passed through Santa Clarita Community College District:
Congressionally Directed Project none DE-EE0003160 94,225
Total Expenditures of Federal Awards $ 25315453

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF EXPENDITURES OF STATE AWARDS
FOR THE YEAR ENDED JUNE 30, 2011

Program Entitlements Program Revenues Total
Current Prior Total Cash Accounts Deferred Total Program
Program Year Year Entitlement Received Receivable Revenue Revenue Expenditures
GENERAL FUND

Disabled Students Programs & Services $ 1,048,334 $ - $ 1,048,334 $ 1,165,706 $ - $ 118,366 $ 1,047,340 $ 1,047,340
Extended Opportunity Programs & Services 1,086,358 2,660 1,089,018 1,089,018 - - 1,089,018 1,089,018
CARE/EOPS 82,487 1,296 83,783 83,783 - - 83,783 83,783
Matriculation 691,414 - 691,414 691,414 - - 691,414 691,414
Foster Parent Training 83,792 - 83,792 52,545 31,247 - 83,792 83,792
FA Administrative Allowance 750,257 28,547 778,804 778,804 - 23,320 755,484 755,484
Block Grant - 1,263,678 1,263,678 1,263,679 - 271,218 992,461 992,461
T-Com and Technology (TTIP) - 112,589 112,589 112,589 - 92,943 19,646 19,647
CalWORKs 356,255 - 356,255 356,255 - - 356,255 356,255
Middle College High School 198,908 - 198,908 79,563 119,345 - 198,908 198,908
CITD Economic Development 205,000 - 205,000 122,998 59,475 - 182,473 182,472
Staff Development - 48,288 48,288 48,288 - 42,720 5,568 5,568
MESA/CCCP Funds for Student Success 101,000 24,358 125,358 93,431 15,483 - 108,914 108,915
RCSD CBET Program 40,000 - 40,000 40,000 - - 40,000 40,000
Lottery-Prop 20-Instructional Materials 772,874 533,673 1,306,547 122,867 376,669 - 499,536 219,710
Nursing-Enrollment Growth 101,087 11,211 112,298 81,042 31,256 - 112,298 112,298
TTIP Video Over IP Grant - 11,619 11,619 11,619 - - 11,619 11,619
SUHSD CBET Program 42,211 - 42211 42211 - - 42,211 42,211
Basic Skills 10-11 appropriation 305,440 - 305,440 305,440 - 236,710 68,730 68,730
Basic Skills 09-10 appropriation - 263,978 263,978 263,978 - 145,402 118,576 118,575
Basic Skills 08-09 appropriation - 150,003 150,003 150,003 - - 150,003 150,003
California EDD Green Innovation 2,700,000 - 2,700,000 323,940 529,068 - 853,008 853,008
CTE Community Collaborative Project - 217,572 217,572 217,572 - - 217,572 217,572
Rancho Santiago CCD-YEP 15,000 - 15,000 - 15,000 - 15,000 15,000
CTE Com Collaborative Project 10-12 - 288,115 288,115 288,115 - 97,643 190,472 190,472
CTE Com Collaborative Project 11-13 400,000 - 400,000 400,000 - 354,031 45,969 45,969
CCCCO-CTE-California Career Academy 1,005,591 - 1,005,591 402,237 - 402,237 - -
Entrepreneurship Career Pathways 90,000 - 90,000 90,000 - 54,782 35,218 35,218
LACCD - CCC ESL/BSI Prof Dev Grant - 31,379 31,379 31,379 - - 31,379 31,379
EWD RTF Incumbent Workers 148,786 - 148,786 148,786 - 92,882 55,904 55,904
EWD RTF Incumbent Workers - 300,000 300,000 300,000 - - 300,000 300,000
State Library 8,561 21,724 30,285 30,285 - 15,986 14,299 14,299
CDE Child Development 252,388 - 252,388 198,575 27,645 - 226,220 226,221
Cal Grant 519,600 - 519,600 499,385 28,353 8,138 519,600 519,600

Total State Programs 11,005,343 3,310,690 14,316,033 $ 9,885,507 $ 1,233,541 $ 1,956,378 $9,162,670 $ 8,882,845

[1]Include cash received from prior year.

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SCHEDULE OF WORKLOAD MEASURES FOR STATE
GENERAL APPORTIONMENT - ANNUAL (ACTUAL) ATTENDANCE
FOR THE YEAR ENDED JUNE 30, 2011

(Revised)/
Reported Audit Audited
Data* Adjustments Data

CATEGORIES

A. Summer Intersession
1. Noncredit 15 - 15
2. Credit 2,315 - 2,315

B. Summer Intersession
1. Noncredit - - -
2. Credit 963 - 963

C. Primary Terms
1. Census Procedure Courses
(a) Weekly Census Contact Hours 15,485 - 15,485
(b) Daily Census Contact Hours 744 - 744

2. Actual Hours of Attendance Procedure Courses

(a) Noncredit 118 - 118

(b) Credit 808 - 808
3. Alternative Attendance Accounting Procedure

(a) Weekly Census Procedure Courses 1,112 - 1,112

(b) Daily Census Procedure Courses 155 - 155

(c) Noncredit Independent Study/Distance Education Courses - - -

D. Total FTES 21,713 - 21,713

E. Basic Skills courses and Immigrant Education (FTES)

1. Noncredit 136 - 136
2. Credit 2,026 - 2,026

2,161 - 2,161

* Revised, October 2011.

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORT
(CCFS-311) WITH FUND FINANCIAL STATEMENTS
FOR THE YEAR ENDED JUNE 30, 2011

There were no adjustments to the Annual Financial and Budget Report (CCFS-311), which required reconciliation
to the audited financial statements at June 30, 2011.

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

RECONCILIATION OF GOVERNMENTAL FUND BALANCE SHEET TO
THE STATEMENT OF NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011

Amounts Reported for Governmental Activities in the Statement
of Net Assets are Different Because:

Total Fund Balance:
General Funds $ 27,427,509
Special Revenue Funds 29,395,924
Capital Projects Funds 144,616,359
Debt Service Funds 22,040,501
Enterprise Funds 6,992,197
Internal Service Funds 8,629,439
Fiduciary Funds 295,373
Total Fund Balance - All District Funds $ 239,397,302

Capital assets used in governmental activities are not financial resources and,
therefore, are not reported as assets in governmental funds.

The cost of capital assets is $ 751,430,082

Accumulated depreciation is (109,142.,475) 642,287,607
Capital assets recorded in proprietary funds. (191,623)
District contribution to the Enterprise Funds were eliminated for consolidated
reporting purpose. 1,000,000

Expenditures relating to issuance of debt were recognized on the

modified accrual basis, but should not be recognized in accrual basis. 5,149,045
In governmental funds, unmatured interest on long-term debt is recognized in

the period when it is due. On the government-wide statements, unmatured

interest on long-term debt is recognized when it is incurred. (13,992,354)
Long-term liabilities, including bonds payable, are not due and payable in the

current period and, therefore, are not reported as liabilities in the funds.

Long-term liabilities at year end consist of:

Bonds payable 701,795,672

Premiums, net of amortization 17,551,019

Compensated absences (vacations) 3,375,257 (722,721,948)
Total Net Assets $ 150,928,029

See accompanying note to supplementary information.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTE TO SUPPLEMENTARY INFORMATION
JUNE 30, 2011

NOTE 1 - PURPOSE OF SCHEDULES

District Organization

This schedule provides information about the District's governing board members and administration members.
Schedule of Expenditures of Federal Awards

The accompanying schedule of expenditures of Federal awards includes the Federal grant activity of the District
and is presented on the modified accrual basis of accounting. The information in this schedule is presented in
accordance with the requirements of the United States Office of Management and Budget Circular A-133, Audits
of States, Local Governments, and Non-Profit Organizations. Therefore, some amounts presented in this
schedule may differ from amounts presented in, or used in the preparation of, the financial statements.

The following schedule provides reconciliation between revenues reported on the Statement of Revenues
Expenses, and Changes in Net Assets-Primary Government and the related expenditures reported on the Schedule
of Federal Awards.

CFDA
Description Number Amount
Total Federal Revenues per Statement of Revenues, Expenses,
and Changes in Net Assets: $25,330,119
Adjustments to Federal Work Study program 84.033 (77,115)
Adjustments to SEOG program 84.007 62,449
Total Expenditures of Federal Awards $25,315,453

Schedule of Expenditures of State Awards

The accompanying schedule of expenditures of State awards includes the State grant activity of the District and is
presented on the modified accrual basis of accounting. Therefore, some amounts presented in this schedule may
differ from amounts presented in, or used in the preparation of], the financial statements.

Schedule of Workload Measures for State General Apportionment — Annual (Actual) Attendance
Full-Time Equivalent Students (FTES) is a measurement of the number of pupils 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. These schedules provide information regarding the
attendance of students throughout the District.

Reconciliation of Annual Financial and Budget Report (CCFS - 311) with Fund Financial Statements

This schedule provides the information necessary to reconcile the fund balance of all funds reported on the Form
CCFS-311 to the fund financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTE TO SUPPLEMENTARY INFORMATION (CONTINUED)
JUNE 30, 2011

NOTE 1 - PURPOSE OF SCHEDULES

Reconciliation of the Governmental Fund Balance Sheets to the Statement of Net Assets

This schedule provides a reconciliation of the adjustments necessary to bring the District's internal fund financial
statements, prepared on a modified accrual basis, to the entity-wide full accrual basis financial statements required
under GASB Statements No. 34 and No. 35 business-type activities reporting model.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

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

Board of Trustees
San Mateo County Community College District
San Mateo, California

We have audited the basic financial statements of San Mateo County Community College District (the District)
and its discretely presented component unit for the years ended June 30,2011 and 2010, which collectively
comprise the District's basic financial statements and have issued our report thereon dated December 15, 2011.
We conducted our audits 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

The management of San Mateo County Community College District is responsible for establishing and
maintaining effective internal control over financial reporting.

In planning and performing our audits, we considered San Mateo County Community College 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 San
Mateo County Community College District's internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of San Mateo County Community College 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 entity'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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether San Mateo County Community College 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 audits 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.

We noted certain matters that we reported to management of San Mateo County Community College District in a
separate letter dated December 15, 2011.

This report is intended solely for the information and use of the Board of Trustees, District Management, the
California Community Colleges Chancellor's Office, and the District's 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.

Virhinele., Tone, Sy & Co., LLP

Pleasanton, California
December 15, 2011
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

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

Board of Trustees
San Mateo County Community College District
San Mateo, California

Compliance

We have audited San Mateo County Community College District's (the District's) compliance 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 San Mateo County Community
College District's major Federal programs for the year ended June 30,2011. San Mateo County Community
College District's major Federal programs are identified in the summary of auditors' 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 San Mateo County
Community College District's management. Our responsibility is to express an opinion on San Mateo County
Community College District's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major Federal program occurred.
An audit includes examining, on a test basis, evidence about San Mateo County Community College 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 San Mateo County Community College District's compliance with those requirements.

In our opinion, San Mateo County Community College District complied, in all material respects, with the
compliance requirements referred to above could have a direct and material effect on each of its major Federal
programs for the year ended June 30, 2011. However, the results of our auditing procedures disclosed instances
of noncompliance with those requirements, which are required to e reported in accordance with OMB Circular A-
133 and which are described in the accompanying schedule of findings and questioned costs as items 2011-1.
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Internal Control Over Compliance

The management of San Mateo County Community College 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 San Mateo County
Community College District's internal control over compliance with the requirements that could have a direct and
material effect on a major Federal program 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 San Mateo County Community
College District's internal control over compliance.

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. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above.

San Mateo County Community College 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 San Mateo County Community
College District's response and, accordingly, we express no opinion on the response.

This report is intended solely for the information and use of the Board of Trustees, District Management, the

California Community Colleges Chancellor's Office, and the District's 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.

Virhinele., Tone, Sy & Co., LLP

Pleasanton, California
December 15, 2011
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VALUE THE DIFFERENCE

REPORT ON STATE COMPLIANCE

Board of Trustees
San Mateo County Community College District
San Mateo, California

We have audited the basic financial statements of San Mateo County Community College District (the District),
as of and for the year ended June 30, 2011, and have issued our report thereon dated December 15, 2011.

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 of America and, accordingly, included such tests of the accounting
records and such other auditing procedures as we considered necessary in the circumstances. 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.

Compliance with the requirements of laws, regulations, contracts, and grants listed below is the responsibility of
San Mateo County Community College District's management. In connection with the audit referred to above, we
selected and tested transactions and records to determine the San Mateo County Community College District's
compliance with the State laws and regulations applicable to the following items:

Section 421 Salaries of Classroom Instructors: 50 Percent Law

Section 423 Apportionment for Instructional Service Agreements/Contracts
Section 424 State General Apportionment Required Data Elements

Section 425 Residency Determination for Credit Courses

Section 426 Students Actively Enrolled

Section 427  Concurrent Enrollment of K-12 Students in Community College Credit Courses
Section 431 Gann Limit Calculation

Section 432 Enrollment Fee

Section 433 CalWORKS — Use of State and Federal TANF Funding
Section 435 Open Enrollment

Section 437 Student Fee — Instructional Materials and Health Fees

Section 473 Economic and Workforce Development (EWD)

Section 474  Extended Opportunity Programs and Services (EOPS)
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Section 475 Disabled Student Programs and Services (DSPS)

Section 477 Cooperative Agencies Resources for Education (CARE)

Section 478  Preference for Veterans and Qualified Spouses for Federally Funded Qualified Training
Programs

Section 479 to Be Arranged Hours (TBA)

Based on our audit, we found that for the items tested, the San Mateo County Community College District
complied with the State laws and regulations referred to above, except as described in the Schedule of State
Award Findings and Questioned Costs section of the accompanying Schedule of Findings and Questioned Costs.
Our audit does not provide a legal determination on San Mateo County Community College District's compliance
with the State laws and regulations referred to above.

San Mateo County Community College District's responses to the findings identified in our audit are described in
the accompanying schedule of findings and questioned costs. We did not audit San Mateo County Community
College District's responses and, accordingly, we express no opinion on the responses.

This report is intended solely for the information of the Board of Trustees, District Management, the California

Community Colleges Chancellor's Office, the California Department of Finance, and the California Department of
Education, and is not intended to be and should not be used by anyone other than these specified parties.

Virtinel, e, Soq & Co., LLP

Pleasanton, California
December 15, 2011

67



SCHEDULE OF FINDINGS
AND
QUESTIONED COSTS

68



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SUMMARY OF AUDITORS’ RESULTS
FOR THE YEAR ENDED JUNE 30, 2011

FINANCIAL STATEMENTS
Type of auditors' report issued:

Unqualified
Internal control over financial reporting:

Material weaknesses identified? No
Significant deficiencies identified? None reported
Noncompliance material to financial statements noted? No
FEDERAL AWARDS
Internal control over major programs:
Material weaknesses identified? No
Significant deficiencies identified? Yes
Type of auditors' report issued on compliance for major programs: Unqualified

Any audit findings disclosed that are required to be reported in accordance with
Circular A-133, Section .510(a) No
Identification of major programs:

CFDA Numbers Name of Federal Program or Cluster
84.033, 84.063, 84.007,
84.375, 84.268 Student Financial Aid Cluster
84.048A Career Techinical Education Act (CTEA)
17.258 (Include ARRA),
17.260 (Include ARRA) WIA Cluster (Include ARRA)
Dollar threshold used to distinguish between Type A and Type B programs: $ 300,000
Auditee qualified as low-risk auditee? Yes
STATE AWARDS
Internal control over State programs:
Material weaknesses identified? No
Significant deficiencies identified? Yes
Type of auditors' report issued on compliance for State programs: Unqualified
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

FINANCIAL STATEMENT FINDINGS AND RECOMMENDATIONS
FOR THE YEAR ENDED JUNE 30, 2011

None reported.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

The following findings represent significant deficiencies, material weaknesses, and/or instances of noncompliance
including questioned costs that are required to be reported by OMB Circular A-133.

2011-1 Finding — Student Financial Aid Cluster, Direct Student Loans — CFDA # 84.268
Significant Deficiency - Compliance

Criteria

34 Code of Federal Regulation (CFR), Section 668.165(a)(2)(ii), if an institution credits a student’s
account at the institution with Direct Loan, the institution must notify the student, or parent of —
e The date and amount of the disbursement;
e The student’s right, or parent’s right to cancel all or a portion of that loan or loan
disbursement and have the loan proceeds returned to the holder of that loan; and
e The procedures and the time by which the student or parent must notify the institution that he
or she wishes to cancel the loan or loan disbursement.

The institution must send the notice described above in writing no earlier than 30 day before, and no
later than 30 days after, crediting the student’s account at the institution.

34 CFR, Sections 685.102(b), 685.301 and 303 indicates that institutions must report all loan
disbursements and submit required records to the Direct Loan Servicing System (DLSS) via the
Common Origination and Disbursement (COD) with 30 days of Disbursement. Each month, the
COD provides institutions with a School Account Statement (SAS) data file which consist of a Cash
Summary, Cash Detail, and (optional at the request of the school) Loan Detail Records. The school
is required to reconcile these files to the institution’s financial records.

Condition

e We noted that the Colleges did not notify the students or parents of their right to cancel all or
a portion of the loan or loan disbursement.

e No documentation noting that the Colleges performed the monthly loan disbursement
reconciliation as required.

Questioned Costs

None.

Effect

The Colleges did not comply with the CFR Section 668.165, Notices and Authorizations requirement
for student direct loans. In addition, the Colleges did not comply with Borrower Data Transmission
and Reconciliation requirements.

Cause

The Colleges were not aware of those requirements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

FEDERAL AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

Recommendation

The Colleges should develop and implement procedures to notify students or parents of their right to
cancel all or a portion of the loan or loan disbursement. The notification should include the
procedures and the time by which the student or parent must notify the institution that he or she
wishes to cancel the loan or loan disbursement.

In addition, the Student Financial Aid staff at each college should review the Direct Loans School
Guide and the yearly training documents to familiar with the required reconciliation process.
Documentation should be maintained to show that the loan disbursements are reconciled to the
institution’s financial records monthly.

District Response

The colleges will implement procedures to notify students of their right to cancel any part of their
loan disbursement. These procedures will include the timeline for students/parents to notify the
colleges of loan cancellations.

The colleges will also review the District Loans School Guide and the yearly training documents to

better familiarize themselves with the reconciliation process. Documentation will be maintained to
reflect the institution’s reconciliation of the monthly financial records.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATE AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

The following findings represent instances of noncompliance and/or questioned costs relating to State program
laws and regulations.

2011-2

Finding — To Be Arranged Hours (TBA)
Significant Deficiency - Compliance

Criteria

Pursuant to Title 5, Sections 58003.1 (b) and (c), the TBA portion of a course uses an alternative
method for regularly scheduling a credit course. Legal Advisory 08-02 To Be Arranged (TBA)
Hours Compliance Advice indicates that documentation is required to substantiate that each student
has completed the TBA requirements as appropriate for either the Weekly or Daily census attendance
accounting procedures. In addition, Student Attendance Accounting Manual —Chapter 3, Full-time
Equivalent Student Attendance Account — TBA (Hours to be Arranged) indicates that in courses
using daily census procedure (DSCH procedure), TBA contact hours shall be scheduled for the same
number of hours as for each scheduled day of the course or as a portion of the hours the course is
regularly scheduled for each day it meets.

Title 5, Section 55002(a)(3), 55002(b)(2), 58050(5), and 58051 (a)(1) require that specific
instructional activities, including those conducted during TBA hours, expected of all students
enrolled in the course be included in the official course outline. In addition, Title 5 Section 58102
and 58108 require that a clear description of the course, including the number of TBA hours required
be published in the official general catalog or addendum thereto and in the official schedule of
classes or addendum thereto.

Title 5, Section 58023 states that each 50 minutes exclusive of breaks (formal or informal) is a
class/contact hour, except that fractional part of a class hour beyond the last full clock hour may be
counted from and including the 51* minute of the last full clock hour, providing there is no class
break in the last full clock hour or the partial clock hour. The divisor for this fractional part of a class
hour shall be 50. The sum of class hours cannot exceed the total number of elapsed clock hours for
which the class is scheduled.

Condition

e We noted that contact hours for students where documentation of participation for at least 50
minutes of the To Be Arranged time was not available were included in the 320 report for
apportionment.

e For courses using daily census procedure, we were unable to determine based on syllabus
provided that the TBA contact hours were scheduled for the same number of hours as for
each scheduled day of the course or a portion of the hours the course is regularly scheduled
for each day it meets.

e We noted courses where instructional activities to be conducted during the TBA hours were
not indicated in the official course outlines and class syllabus.

e We noted for courses with 1 hour per week by arrangement, 1.2 hour/meeting is used for
contact hour calculation; for courses with 2 hours per week by arrangement, 2.5
hours/meeting is used for contact hour calculation, and for courses with 3 hours/week, 3.8
hours/meeting is used for contact hour calculation.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATE AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

2011-3

Questioned Costs

None. The District revised and resubmitted the annual 320 report by removing 10,831.20 of contact
hours or 361.04 FTES.

Effect

FTES reported on the Form 320 were over stated. In addition, course materials did not concisely and
consistently describe the TBA expectations, activities and hours.

Cause

Students who did not attend the minimum required TBA minutes were not excluded from the 320
report. Also TBA course materials were not consistent with each other. In addition, TBA contact
hours were not calculated in accordance with Class Hour Unit requirement.

Recommendation

We recommend the District review student attendance records for all TBA courses and remove
contact hours for those who did not participate. We also recommend the District review all TBA
course outline, catalogs, and course schedule material and verify that TBA courses are appropriately
described.

District Response

We amended 2010-2011 annual CCFS-320 report for overstated TBA hours. Colleges are continuing
to develop procedures, to improve documentation of participation, to include details of TBA hours in
official course outline and class syllabus.

Finding — Disable Student Program and Services (DSPS)
Significant Deficiency — Compliance

Criteria or Specific Requirement

Title 5 Section 56006 requires a verification of disability form be maintained in each student’s file.
The verification should identify and describe the student’s disability and the educational limitations
which inhibit the educational process. The form should be signed by the appropriate professional or
representative from an agency participating in interagency agreements with the State Chancellor’s
Office.

Title 5 Section 56004 states that documentation for services and accommodations directly related to
the student’s educational limitation should be available in the student’s file.

Title 5 Section 56022 states that a Student Educational Contract (SEC) should be reviewed and
updated each year to determine the student’s progress toward their stated instructional and
educational goal(s).

Title 5 Section 56026 states that colleges should maintain records of the services provided to students
with disabilities.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATE AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

Condition

Out of 40 student files reviewed, we noted 2 students had no eligibility verification form on file, 5
students did not have the accommodation form that describe the services and/or accommodation
appropriate for the student, 8 students did not an updated Student Educational Contract (SEC), and 5
students did not have the SEC at all.

Questioned Costs

None.

Effect

The District was not in compliance with the Disable Student Program and Services documentation
requirement.

Cause

Disable students who did not have all necessary documentation on file or incomplete files were
reported for Disable Student served.

Recommendation

We recommend the District review all files for disable students served to make sure all necessary
documentation are included on file.

District Response

The colleges will review all files for disable students to make sure that all required documentation is
on file. All staff will be reminded that all necessary documentation must be on file. In addition, in
order to ensure that all students have a Student Education Plan (SEP) on file, a reminder notice will
be sent to students without a current SEP requiring that they make an appointment to meet with a
counselor to develop and/or update their SEP.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATE AWARDS FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2011

2011-4

Finding — State General Apportionment Funding System
Significant Deficiency — Compliance

Criteria or Specific Requirement

Title 5 Section 58003.1 and the Student Attendance Accounting Manual define the characteristics of
various classifications of courses used in the Form 320 reporting and the quantification of contact
hours for various types of courses.

Condition

During our review of the courses claimed for apportionment on the 320 report, we noted two online
courses were listed as daily courses that should have been classified as alternative attendance
accounting. In addition, we noted 8 online courses were listed as weekly courses that should have
been classified as alternative attendance.

Questioned Costs

Less than 1 FTES (or approximately $350).

Effect

The FTES noted above reported on the 320 report were not supported by available documents, or
were misclassified between categories.

Cause

Colleges did not accurately classify online courses.

Recommendation

We recommend the District review all online courses at each college to verify that they are
appropriately classified in the data reports used to complete the 320 report. In addition, we
recommend the district review the contact hour data used for the 320 report for the courses where
differences were noted and ensure that future contact hour data is adjusted as necessary.

District Response

After reviewing and reclassifying the recommended changes, the net result was less than 0.5 FTES.

Immediate action was implemented by ITS and Colleges to verify appropriately classified in the data
reports used for CCFS 320 report.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS
JUNE 30, 2011

Except as specified in previous sections of this report, summarized below is the current status of all audit findings
reported in the prior year's schedule of audit findings and questioned costs.
2010-1 Concurrent Enrollment of K-12 Students In Community College Credit Courses
Finding
We noted at Skyline College that one credit instructor did not have the necessary documentation on
file to show that the instruction met the minimum qualification requirements as described above.
Recommendation
Individuals having hiring responsibilities should be reminded the importance of following the
appropriate policy and procedures established by governing board and the requirements indicated in
CCR Title 5, section 53410.

Current Status

Implemented.
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San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-102B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6869

RECEIPT AND ACCEPTANCE OF THE 2010-11 KCSM AUDIT REPORT

Attached are copies of the audits of KCSM-FM and KCSM-TV financial records, prepared by the
Board-approved firm of Vavrinek, Trine, Day & Company. The audits were based upon the fiscal
year ending June 30, 2011. A representative of the auditing firm will be present at this meeting to
respond to questions about the audit in general and about the firm’s findings and recommendations.

RECOMMENDATION

It is recommended that the Board of Trustees receive and accept the 2010-11 audit reports for
KCSM-FM and KCSM-TV, which were filed with the Corporation for Public Broadcasting prior to
the January 31, 2012 due date.
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VAVRINEK, TRINE, DAY
& COMPANY, LLP

Certified Public Accountants

INDEPENDENT AUDITORS' REPORT

To the Board of Trustees of
KCSM-TV

We have audited the accompanying financial statements of KCSM-TV (a public telecommunications entity
operated by the San Mateo County Community College District) as of June 30, 2011, as listed in the table of
contents. These financial statements are the responsibility of the Organization's management. Our responsibility
is to express an opinion 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 Governmment 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 opinion.

As discussed in Note 1, the financial statements present only the KCSM-TV resource of the general fund of the
San Mateo County Community College District and do not purport to, and do not, present fairly the financial
position of the San Mateo County Community College District as of June 30, 2011, and the changes in its
financial position and cash flows, where applicable, for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of KCSM-TV as of June 30, 2011, and the changes in financial position and cash flows thereof, for the
vear 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 9, 2011, on
our consideration of KCSM-TV’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. That report is an
integral part of an audit performed in accordance with Government Auditing Standards, and should be read in
conjunction with this report in assessing the results of our audit.

Vibhinel, Tine, by & (o) L4

Pleasanton, California
December 9, 2011
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KCSM-TV

A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENT OF NET ASSETS
JUNE 30, 2011

ASSETS
Current Assets
Cash and cash equivalents
Accounts receivable
Total current assets

Noncurrent assets
Capital assets
Accumulated depreciation

Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable

NET ASSETS
Investment in capital assets
Unrestricted
TOTAL NET ASSETS

The accompanying notes are an integral part of these financial statements.

-

$ 854,272
19,460

873,732

7,706,314
(4,318,144)

3,388,170

4,261,902

$ 38,022

3,388,170
835,710

$ 4,223,880




KCSM-TV
A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011

OPERATING REVENUES
Direct Income
CPB community service grants $ 811,569
CPB television interconnection grants 15,642
Business and industry 82,800
Subscription and membership 438,043
Royalties 22,412
Other income 469
San Mateo County Community College District 188,877
Indirect Support
San Mateo County Community College District 429,598
Total Operating Revenues 1,989,410
OPERATING EXPENSES
Programming and production 355,813
Broadcasting 1,493,050
Program information and promotion 71,652
Management and general 1,314,805
Fundraising support 242,677
Underwriting and grant solicitation 51,410
Total Operating Expenses 3,529,407
Operating Loss (1,539,997)
OTHER INCOME
Transfer in from district 1,059,000
CHANGE IN NET ASSETS (480,997)
NET ASSETS AT BEGINNING OF YEAR 4,704,877
NET ASSETS AT END OF YEAR $ 4,223,880

The accompanying notes are an integral part of these financial statements.
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KCSM-TV

B

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2011

A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

CASH FLOWS FROM OPERATING ACTIVITIES
CPB community service grants
CPB television interconnection grants
Business and industry
Subscription and membership
District support
Royalties
Other income
Payments to suppliers
Payment to /(on behalf of) employees
Net Cash Used By Operating Activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer in from District

NET CHANGE IN CASH
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS AT END OF YEAR

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

Adjustments to reconcile operating income to net cash provided by operating activities

Depreciation
Changes in assets and liabilities
Decrease in accounts receivable

Increase in accounts payable
NET CASH USED BY OPERATING ACTIVITIES

NONCASH TRANSACTIONS
Indirect support - San Mateo Community College District

The accompanying notes are an integral part of these financial statements.
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$ 811,569
15,642

92,735
438,043
618,475
22,412

469
(1272,812)
(1,575,295)

(848,762)

1,059,000

210,238
644,034

$ 854,272

$ (1,539,997)

670,248
9,935
11,052
$  (848,762)
$ 429,598
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

KCSM-TV is a public telecommunications radio station operated by San Mateo County Community College
District. KCSM-TV is a program of the San Mateo County Community College District general fund, and all
activities are also reported within the financial statements of the District.

These financial statements are not intended to, and do not purport to, present fairly the financial position and
changes in the financial position of the San Mateo County Community College District in compliance with
accounting principles generally accepted in the United States of America.

Basis of Accounting

The KCSM-TV financial statements are prepared on the accrual basis in accordance with accounting principles
generally accepted in the United States of America as promulgated by the Governmental Accounting Standards
Board (GASB). In addition, the District applies all applicable Financial Accounting Standards Board (FASB)
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

KCSM-TV operates as a proprietary resource within the general fund; it uses an enterprise fund format to report
its activities for financial statement purposes. Enterprise funds are used to account for operations that are
financed and operated in a manner similar to private business enterprises, where the intent of the governing body
is that the cost and expenses, including depreciation, of providing goods or services to its customers be financed
or recovered primarily through user charges; or where the governing body has decided that periodic
determination of revenues earned, expenses incurred, and net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. KCSM-TV is not an entity separate from
the College District and, therefore, does not present a Management Discussion and Analysis section.

The Enterprise format accounts for activities similar to those in the private sector, where the proper matching of
revenues and costs is important and the full accrual basis of accounting is required. With this measurement
focus, all assets and all liabilities of the enterprise are recorded on its statement of net assets, all revenues are
recognized when earned and all expenses, including depreciation, are recognized when incurred.

For internal operating purposes, the District’s Board of Trustees has established separate sub-funds, each of
which includes a separate self-balancing set of accounts and a separate Board approved budget for the activities
of KCSM-TV. These sub-funds are combined into the single enterprise fund format when presented in the
accompanying financial statements.

The District’s Board of Trustees adopts annual budgets on a basis consistent with accounting principles generally
accepted in the United States of America.
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Capital Assets

KCSM-TV records assets purchased at cost. The value of donated goods is recorded when there is an objective
basis available to measure their value. Donated materials and equipment are reflected as contributions in the
accompanying statements at their estimated values at date of receipt. KCSM-TV maintains a capitalization
threshold of $5,000. KCSM-TV depreciates all equipment using the straight-line method of depreciation over the
estimated useful life of the related assets, ranging from 5 to 20 years.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America, requires management to make estimates and assumptions that affect reported amounts of
assets and liabilities at the reporting date and revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Cash Flows

For purposes of the statement of cash flows, KCSM-TV considers all investments with a maturity of six months
or less to be cash equivalents.

Income Taxes

KCSM-TV is a program of San Mateo County Community College District. San Mateo County Community
College District is a public educational institution and is considered to be a political subdivision of the State of
California and is therefore tax exempt and not subject to filing information returns.

NOTE 2 - DEPOSITS AND INVESTMENTS
Summary of Deposits and Investments

Deposits and investments as of June 30, 2011, are classified in the accompanying financial statements as a
governmental fund investment in the amount of $854,272. Cash accounts maintained by KCSM-TV are held by
San Mateo County Community College District in pooled amounts at the San Mateo County Treasury.

Policies and Practices

KCSM - TV is authorized through the District under California Government Code to make direct investments in local agency
bonds, notes, or warrants within the State; U.S. Treasury instruments; registered State warrants or treasury notes; securities of
the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with commercial
banks and/or savings and loan companies; repurchase or reverse repurchase agreements; medium term corporate notes; shares
of beneficial interest issued by diversified management companies, certificates of participation, obligations with first priority
security; and collateralized mortgage obligations.



KCSM-TV
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Investment in County Treasury — KCSM — TV and the District are considered to be involuntary participants in
an external investment pool as the District is required to deposit all receipts and collections of monies with their
County Treasurer (Education Code Section 41001). The fair value of the District's investment in the pool is
reported in the accounting financial statements at amounts based upon the entity’s pro-rata share of the fair value
provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of that portfolio). The
balance available for withdrawal is based on the accounting records maintained by the County Treasurer, which
is recorded on the amortized cost basis.

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the
schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds, Notes, Warrants 5 years None None
Registered State Bonds, Notes, Warrants 5 years None None
U.S. Treasury Obligations 5 years None None
U.S Agency Securities 5 years None None
Banker's Acceptance 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements I year None None
Reverse Repurchase Agreements 92 days 20% of base None
Medium-Term Notes 5 years 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
Joint Powers Authority Pools N/A None None

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to
changes in market interest rates. KCSM-TV and the District manage exposure to interest rate risk by depositing
funds with the San Mateo County Treasury. KCSM-TV’s share of deposits with the County Treasury was
$854,272.  The weighted average maturity of the San Mateo pooled investments at June 30, 2011, was
approximately 1.5 years.

-7-
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AR AAHBTIVE

A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 3 - CAPITAL ASSETS

Changes in equipment are summarized as follows:

Beginning End
of Year Additions Deletions of Year
Equipment $ 7,706,314 § - 8 - $ 7,706,314
Less - Accumulated Depreciation 3,647,896 670,248 - 4,318,144
Net Equipment $ 4058418 § (670,248) § - $ 3,388,170

Current year depreciation expense was $670,248 and is included in management and general expenses.

NOTE 4 - DONATED SERVICES

During the year, many KCSM-TV individuals donate significant amounts of time and services in an effort to
advance the programs and objectives of the station. These services have not been recorded in the financial
statements because no objective basis is available to measure the value of such services.

NOTE 5 - RELATED PARTY TRANSACTIONS

During the year, KCSM-TV received indirect administrative support in the amount of $429,598 and direct
support for payroll and benefit related cost in the amount of $188,877 from San Mateo County Community
College District. In addition, the District transferred to KCSM-TV in the amount of $1,059,000 to support the
operating costs.

NOTE 6 — SUBSEQUENT EVENT

The District will be seeking Request for Proposal for qualified companies to purchase the assets of and take
assignment of the Federal Communications Commission noncommercial educational license for KCSM-TV in
early December of 2011. The District expects the successful bidder to be approved by the District Board of
Trustees in April, 2012 and to take assignment upon FCC approval by August of 2012.
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VAVRINEK, TRINE, DAY
& COMPANY, LLP

Cersified Public Acconnrants

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

Governing Board
KCSM-TV
San Mateo, California

We have audited the financial statements of KCSM - TV resource of the general fund of San Mateo County
Community College District as of and for the year ended June 30, 2011, which comprises the KCSM - TV basic
financial statements and have issued our report thereon dated December 9, 2011. 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

The management of San Mateo County Community College District is responsible for the establishing and

maintaining effective internal control over financial reporting.

In planning and performing our audit, we considered KCSM-TV’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 KCSM-TV’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the KCSM-
TV’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 entity'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 would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

-10-
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether KCSM-TV'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 Govermment Auditing
Standards.

This report is intended solely for the information and use of the Governing Board, management, the California
Department of Education, the State Chancellor's Office, Federal awarding agencies and is not intended to be and
should not be used by anyone other than these specified parties.

Pleasanton, California
December 9, 2011

-11-
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Print Request https://isis.cpb.org/PrintPage.aspx?printpage=SchAll

Scheduie A
KCSM-TV (1722)
San Mateo, CA

NFFS Excluded?
If you have an NFFS Exclusion, please click the "NFFS X" button, and enter your NFFS

data.

s
ource of Income 2010 data 2011 data
1. Amounts provided directly by federal government agencies $54,238 50
A. PTFP (NTIA) Facilities Grants 30 S0
- B. Department of Education 50 $0
) C. Department of Health and Human Services S0 $0
D. National Endowment for the Arts and Humanities $0 $0
E. National Science Foundation $0 $0
- F. Other Federal Funds (specify) $54,238 S0
2. Amounts provided by Public Broadcasting Entities $1,447,163 $827,211

(e.g. CPB, PBS, NPR, eic., including other stations and
regional networks. See Guidelines for complete list.)

A. CPB - Community Service Grants (for radio enter $636,527 $811,569

unrestricted portion only)

B. CPB - Digital Project Grants $623,141 $0

C. CPB - Restricted portion of Radio Community Service $0 $0

Grants

D. CPB - TV Interconnection grants $12, 695 $15, 642

E. CPB - all other funds $0 $0

F. PBS - all payments except copyright royalties and other $0 $0

pass-through payments. See Guidelines for details.

G. NPR - all payments except pass-through payments. $0 $0

See Guidelines for details.

H. Public broadcasting stations - all payments $174,800 50

|. Other PBE funds (specify) 50 $0
3. Local boards and departments of education or other local $0 $0

government or agency sources

4. State boards and departments of education or other state $0 S0
government or agency sources

5. State colleges and universities 50 50

6. Other state-supported colleges and universities $1,564,576 $1,247,877

7. Private colleges and universities $0 $0

8. Foundations and nonprofit associations 50 S0
2010 data 2011 data

8a. How much of this 50 50

revenue was received as
underwriting?

1of9 12/15/2011 12:54 PM
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9. Business and Industry

2010 data 2011 data
9a. How much of this $0 80
revenue was received as
underwriting?

10. Memberships and subscriptions (net of write-offs)
2010 data 2011 data

10a. Total number of 4,723 3,252
contributors.

11. Revenue from Friends groups less any revenue included on
line 10

2010 data 2011 data
11a. Total number of 0 0
Friends contributors.

12. Subsidiaries and other activities unrelated to public
broadcasting (See instructions)

Form of Revenue

13. Auction revenue
A. Gross auction revenue
B. Direct auction expenses
14. Special fundraising activities
A. Gross special fundraising revenues
B. Direct special fundraising expenses
15. Passive income

A. Interest and dividends (other than on endowment funds)
B. Royalties
C. PBS or NPR pass-through copyright royalties

16. Gains and losses on investments, charitable trusts and gift
annuities and sale of other assets (other than endowment
funds)

A. Gains from sales of property and equipment - do not
report losses

B. Realized gains/losses on investments (other than
endowment funds)

C. Unrealized gains/losses on investments and actuarial
gains/losses on charitable trusts and gift annuities (other
than endowment funds)

17. Endowment revenue
A. Contributions to endowment principal
B. Interest and dividends on endowment funds
C. Realized and unrealized net investment gains and

losses on endowment funds (if this is a negative amount,
add a hyphen - e.g. "-1,765")

https://isis.cpb.org/PrintPage.aspx?printpage=SchAll

$43,415

$687,595

$0

$0

2010 data
$0

$0
50
50
$0
50
$60,044

$0

$60,044

$0

50

30

$0

$0

$0
$0
50

$0

$83,269

$438,043

$0

$0

2011 data

$0
$0
$0
$0
$0
$0
$22,412

$0

$22,412

$0

$0

$0

50

50

$0

$0

$0

$0
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Print Request

18. Capital fund contributions

A. Facilities and equipment (except funds received from
federal or public broadcasting sources)

B. Other

19. Gifts and bequests from major individual donors

2010 data 2011 data
19a. Total number of major 0 0
individual donors

20. Cther Direct Revenue

21. Total Revenue (Sum of lines 1 through 12, 13a, 143, and 15
through 20).

Adjustments fo Revenue

22. Federal revenue from line 1.

23. Public broadcasting revenue from line 2.

24. Capital funds exclusion (from line 18a) - TV only

25. Other revenue on line 21 not meeting the source, form,

purpose, or recipient criteria to be included as NFFS. Click here
to view all revenue reporied as NFFS X,

26. Other automatic subtractions from total revenue

A. Auction expenses — limited to the lesser of lines 13a or
13b

B. Special fundraising event expenses - limited to the
lesser of lines 14a or 14b

C. Gains from sales of property and equipment — line 16a

D. Realized gainsflosses on investments (other than
endowment funds) ~ line 16b

E. Unrealized investment and actuarial gains/losses (other
than endowment funds) — line 16¢

F. Realized and unrealized net investment gains/losses on
endowment funds — line 17¢

27. Total Direct Nonfederal Financial Support (Line 21 less
Lines 22 through 26). (Forwards to fine 1 of the Summary of
Nonfederal Financial Support)

Comments
Comment Name Date

Schedule B WorkSheet
KCSM-TV (1722)
San Mateo, CA

1. Determine Station net direct expenses

1a. Total station operating expenses and capital outlays
(forwards from line 10 of Schedule E)

Deductions (lines 1b.1. through 1b.7.):
1b.1. Capital outlays (from Schedule E, line 9 total)

1b.2. Depreciation

30f9

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll

$0 $0
$0 $0
S0 $0
$0 $0
$0 $0

$3,857,031 52,618,812

2010 data 2011 data
$54,238 $0
$1,447,163 $827,211
$0 $0
$43,415 50
$0 $0

50 $0

$0 $0

$0 $0

50 $0

50 50

50 $0

$2,312,215 $1,791,601

Status

2010 2011

$5,260,317 $4,199,655
$805,749 S0

$666,290 $670,248

12/15/2011 12:54 PM
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1b.3. Amortization
1b.4. In-kind contributions (services and other assets)

1b.5. Indirect administrative support (see Guidelines
for instructions)

1b.6. Donated property and equipment (if not included
online 1b.1)

1b.7. Other

1b.8. Total deductions
1c. Station net direct expenses

2. Institutional support rate calculation (Note: Choose one
method only - either 2a or 2b)

2a. Net direct expense method

2a.1. Station net direct Expenses (forwards from line

1

2a.2. Licensee net direct activities

2a.3. Percentage of allocation (2a.1 divided by 2a.2)
(forward to line 2¢.5 below)

2b. Salaries and wages method

2b.1. Station salaries and wages
2b.2. Licensee salaries and wages for direct activities

2b.3. Percentage of allocation (2b.1 divided by 2b.2)
(forward to line 2¢.5 below)

2c. Institutional support calculation

2c¢.1. Choose applicable cost groups that benefit the
station

i Budget and Analysis

r Campus Mail Service

- Computer Operations

m

Financial Operations
. Human Resources
Insurance
Internal Audit
Legal
Payroll
President's Office
: Purchasing
Other
N Not Applicable

OO0

2c¢.2. Costs per licensee financial statements

2¢.3. LESS: Cost groups that do not benefit the
operations of the public broadcast station

2c¢.4. Costs benefiting station operations

2c¢.5. Percentage of allocation (from line 2a.3 or 2b.3)

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll

2010
$0
50

$735,342

50

$0

$2,207,381

$3,719,226

$3,719,226

$73,940,741

%$5.030009

$0

$0

$46,084,989

$29,307,838

$16,777,151

%5.030009

2011
S0
$0

$429,598

$0

$0

$1,099,846

$3,099,808

$3,099,809

$74,628,555

%4.15365

$0

o
(e}

$36,379,572

$23,183,641

$13,195,931

%4.15365
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3. Deductions: Fees paid to the licensee for overhead
recovery, assessment, etc.

https://isis.cpb.org/PrintPage.aspx?printpage=SchAll

2010 2011
2c.6. Total institutional costs benefiting station $843,892 $548,112
operations

3. Physical plant support rate calculation
3a. Net square footage occupied by station 0 0
3b. Licensee's net assignable square footage 0 0
3c. Percentage of allocation (3a divided by 3b) o 20
(forward to line 3d.5 below)
3d.1. Choose applicable cost groups that benefit the
station
o Building Maintenance
[ Custodial Services
[ Director of Operations
N Elevator Maintenance
I Grounds and Landscaping
I Motor Pool
[ Refuse Disposal
[ Roof Maintenance
[ uilities
I Security Services
[ Facilities Planning
[ Other
[ Not Applicable
3d.2. Costs per licensee financial statements 50 $0
3d.3. LESS: Cost groups that do not benefit the $0 50
operations of the public broadcast station
3d.4. Costs benefiting station operations S0 $0
3d.5. Percentage of allocation (from line 3c.) 3 20
3d.6. Total physical plant support costs benefiting 30 $0
station operations
4. Total costs benefiting station operations (forwards $843,892 $548,112
to line1 on tab3)
Comments
Comment Name Date Status
Occupancy List
KCSM-TV (1722)
San Mateo, CA
Type of Occupancy Location Value
Schedule B Totals
KCSM-TV (1722)
San Mateo, CA
2010 data 2011 data
1. Total support activity benefiting station $843,892 $548,112
2. Occupancy value 0 50
$0 $0

12/15/2011 12:54 PM
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4. Deductions: Support shown on lines 1 and 2 in excess

of revenue reported in financial statements.

2010 data
$108, 550

5. Total Indirect Administrative Support (Forwards to Line 2

of the Summary of Nonfederal Financial Support)

6. Please enter an institutional type code for your licensee.

Comments

Comment Name Date
Schedule C
KCSM-TV (1722)
San Mateo, CA

1. PROFESSIONAL SERVICES (must be eligible as NFFS)

A. Legal
B. Accounting and/or auditing
C. Engineering

D. Other professionals (see specific line item instructions
in Guidelines before completing)

2. GENERAL OPERATIONAL SERVICES (must be eligible as
NFFS)

A. Annual rental value of space (studios, offices, or tower
facilities)

B. Annual value of land used for locating a station-owned
transmission tower

C. Station operating expenses

D. Other (see specific line item instructions in Guidelines
before completing)

3. OTHER SERVICES (must be eligible as NFFS)

A. ITV or educational radio

B. State public broadcasting agencies (APBC, FL-DOE,
eTech Ohio)

C. Local advertising

D. National advertising

4. Total in-kind contributions - services and other assets eligible
as NFFS (sum of lines 1 through 3), forwards to Line 3a. of the
Summary of Nonfederal Financial Support

5. IN-KIND CONTRIBUTIONS INELIGIBLE AS NFFS

6 0of 9

A. Compact discs, records, tapes and cassettes
B. Exchange transactions

C. Federal or public broadcasting sources

D. Fundraising related activities

E. ITV or educational radio outside the allowable scope of
approved activities

F. Local productions

G. Program supplements

2010 data

O W A

Ly

$735,342

Status

Donor

Code

2011 data

$0

$548,112

oT

2011 data
$0

$0
$0
$0
$0

$0

S0

S0

$0
$0

S0
$0
50

$0
$0
$0

$0
$0
$0
$0
S0
$0

$0
50

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll
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Donor
2010 data Code 2011 data
H. Programs that are nationally distributed ® S0
I. Promotional items ¢ %0
J. Regional organization allocations of program services ¢ 50
K. State PB agency allocations other than those allowed 3 30
on line 3(b)
L. Services that would not need to be purchased if not 3 30
donated
M. Other ¢ 30
6. Total in-kind contributions - services and other assets (line 4 e $0
plus line 5), forwards to Schedule F, line 1c. Must agree with
in-kind contributions recognized as revenue in the AFS.
Comments
Comment Name Date Status
Schedule D
KCSM-TV (1722)
San Mateo, CA
Donor
2010 data Code 2011 data
1. Land (must be eligible as NFFS) s $0
2. Building (must be eligible as NFFS) s 50
3. Equipment (must be eligible as NFFS) $ 50
4. Vehicle(s) (must be eligible as NFFS) $ §0
5. Other (specify) (must be eligible as NFFS) $ $0
6. Total in-kind contributions - property and equipment eligible ¥ %0
as NFFS (sum of lines 1 through 5), forwards to Line 3b. of the ’
Summary of Nonfederal Financial Support
7. IN-KIND CONTRIBUTIONS INELIGIBLE AS NFFS ¢ s0
a) Exchange transactions 3 S0
b) Federal or public broadcasting sources ° $0
¢) TV only—property and equipment that includes new ° £0
facilities (land and structures), expansion of existing
facilities and acquisition of new equipment
d) Other (specify) s $0
8. Total in-kind contributions - property and equipment (line 6 3 $0
plus line 7), forwards to Schedule F, line 1d. Must agree with
in-kind contributions recognized as revenue in the AFS.
Comments
Comment Name Date Status
Schedule E
KCSM-TV (1722)
San Mateo, CA
EXPENSES
(Operating and non-operating)
2010 data 2011 data

70f9 12/15/2011 12:5¢4
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PROGI SERVICES

1. Programming and production

2. Broadcasting and engineering

3. Program information and promotion
SUPPORT SERVICES

4. Management and general

5. Fund raising and membership development
6. Underwriting and grant solicitation

7. Depreciation and amortization (if not allocated to
functional categories in lines 1 through 6)

8. Total Expenses (sum of lines 1 to 7) must agree
with audited financial statements

INVESTMENT IN CAPITAL ASSETS
Cost of capital assets purchased or donated

9. Total capital assets purchased or donated
9a. Land and buildings
9b. Equipment

9c. All other

10. Total expenses and investment in capital assets

(Sum of lines 8 and 9)

Additional Information
(Lines 11 + 12 must equal line 8 and Lines 13 + 14 must equal line 9)

Comments
Comment

Schedule F

11. Total expenses (direct only)

12. Total expenses (indirect and in-kind)

13. Investment in capital assets (direct only)
14. Investment in capital assets (indirect and

in-kind)

Name Date

KCSM-TV (1722)

San Mateo, CA

1. Data from AFR
a. Schedule A, Line 21

b. Schedule B, Line 5
¢. Schedule C, Line 6
d. Schedule D, Line 8

e. Total from AFR

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll

2010 data

$880,962
$1,883,802
$170,476

2010 data

$372,910
$297,921
$182,207

$666,290

$4,454,568

2010 data

$805,749
50
$805,749
$0

$5,260,317

2010 data
$4,454,568
$0
$805,749

$0

Status

2011 data

$355,813
$1,493,050
$71,652
2011 data
$1,314,805
5242,677
551,410

$670,248

$4,199,655

2011 data
$0

$0
$0
$0

$4,199,655

2011 data

$4,199,655
$0
$0

$0

2011 data

$2,618,812
$548,112
$0

$0

$3,166,924
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Choose Reporting Model

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll

You musst choose one of the three reporting models in order to complete Schedule F. After making your selection, click the "Choose" button
below, which will display your reporting model. When changing to a different reporting model all data entered in the current reporting model

will be lost.

statements with business-type activities only

2. GASB Model B public broadcasting entity-wide
statements with mixed governmental and
business-type activities

a. Charges for services

b. Operating grants and contributions
c. Capital grants and contributions

d. Other revenues

e. Total From AFS, lines 2a-2d
Reconciliation

3. Difference (line 1 minus line 2)

4. If the amount on line 3 is not equal to $0,
click the “Add” button and list the reconciling items.

Comments
Comment Name Date

#y FASB ¢ GASB Model A proprietary enterprise-fund financial

£ GASB Model B public broadcasting entity-wide statements with
mixed governmental and business-type activities

Status

2011 data

$548,112
$827,211
$0
51,791,601
$3,166,924
2011 data
50

$0

12/15/2011 12:54 PM
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VAVRINEK, TRINE, DAY
& COMPANY, LLP

Cereified Public Accounzants

INDEPENDENT AUDITORS' REPORT

To the Board of Trustees
KCSM-FM

We have audited the accompanying financial statements of KCSM-FM (a public telecommunications entity
operated by the San Mateo County Community College District) as of June 30, 2011, as listed in the table of
contents. These financial statements are the responsibility of the Organization's management. Our responsibility
is to express an opinion 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 opinion.

As discussed in Note 1, the financial statements present only the KCSM-FM resource of the general fund of San
Mateo County Community College District and do not purport to, and do not, present fairly the financial position
of the San Mateo County Community College District as of June 30, 2011, and the changes in its financial
position and cash flows, where applicable, for the year then ended, in conformity with accounting principles
generally accepted in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of KCSM-FM as of June 30, 2011, and the changes in financial position and cash flows thereof, for the
vear 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 9, 2011, on
our consideration of KCSM-~FM’s internal control over financial reporting and our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. That report is an
integral part of an audit performed in accordance with Government Auditing Standards, and should be read in
conjunction with this report in assessing the results of our audit.

Vavinek, Tone, g & Co., 1P

Pleasanton, California
December 9, 2011

5000 Hopyard Road, Suite 335 Pleasanion, CA 945888  Tel §25.734.6600 Fax: 9257348811  www vidcpa.cor
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A

STATEMENT OF NET ASSETS
JUNE 30, 2011

UBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

ASSETS
Current assets
Cash and cash equivalents
Accounts receivable
Total current assets
Noncurrent assets
Capital assets
Accumulated depreciation
Total noncurrent assets
TOTAL ASSETS

LIABILITIES
Current Liabilities
Accounts payable

NET ASSETS
Investment in capital assets

Unrestricted
TOTAL NET ASSETS

The accompanying notes are an integral part of these financial statements.

-

$

629,938
14,427

644,365

528,378
(301,954)

226,424

870,789

27,818

226,424
616,547

$

842,971
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011

OPERATING REVENUES
Direct Income
CPB community service grants $ 167,652
CPB other income 2,785
Other income 572
Business and industry 57,621
Subscription and membership 1,321,580
Facilities use 11,547
Indirect support
San Mateo County Community College District 293,175
Total Operating Revenues 1,854,932
OPERATING EXPENSES
Programming and production 498,944
Broadcasting 549,413
Program information and promotion 68,693
Management and general 571,424
Fundraising support 241,362
Underwriting and grant solicitation 64,078
Total Operating Expenses 1,993,914
Total Operating Loss (138,982)
OTHER EXPENSES
Transfer in from District 97,000
97,000
CHANGE IN NET ASSETS (41,982)
NET ASSETS AT BEGINNING OF YEAR 884,953
NET ASSETS AT END OF YEAR $ 842,971

The accompanying notes are an integral part of these financial statements.
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2011

CASH FLOWS FROM OPERATING ACTIVITIES

CPB community service grants $ 167,652
CPB other income 2,785
Other income 572
Business and industry 127,958
Subscription and membership 1,321,580
San Mateo County Community College District 293,175
Facilities use 11,547
Payments to suppliers (756,244)
Payment to /(on behalf of) employees (1,213,070)
Net Cash Used By Operating Activities (44,045)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Transfer from District 97,000
NET CHANGE IN CASH AND CASH EQUIVALENTS 52,955
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR 576,983
CASH AND CASH EQUIVALENTS AT END OF YEAR $ 629,938

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

Operating loss $ (138,982)
Adjustments to reconcile operating income to net cash provided by operating activities

Depreciation 42,709
Changes in assets and liabilities

Decrease in accounts receivable 70,337

Increase in accounts payable (18,109)
NET CASH USED BY OPERATING ACTIVITIES $ (44,045)

The accompanying notes are an integral part of these financial statements.

4-
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE #1 - ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Reporting Entity

KCSM-FM is a public telecommunications radio station operated by San Mateo County Community College
District. KCSM-FM is a program of San Mateo County Community College District general fund, and all
activities are also reported within the financial statements of the District.

These financial statements are not intended to, and do not purport to, present fairly the financial position and
changes in the financial position of the San Mateo County Community College District in compliance with
accounting principles generally accepted in the United States of America.

Basis of Accounting

The KCSM-FM financial statements are prepared on the accrual basis in accordance with accounting principles
generally accepted in the United States of America as promulgated by the Governmental Accounting Standards
Board (GASB). In addition, the District applies all applicable Financial Accounting Standards Board (FASB)
pronouncements issued on or before November 30, 1989, unless those pronouncements conflict with or
contradict GASB pronouncements.

KCSM-FM operates as a proprietary resource within the general fund; it uses an enterprise fund format to report
its activities for financial statement purposes. Enterprise funds are used to account for operations that are
financed and operated in a manner similar to private business enterprises, where the intent of the governing body
is that the cost and expenses, including depreciation, of providing goods or services to its customers be financed

determination of revenues earned, expenses incurred, and net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes. KCSM-FM is not an entity separate from
the College District and, therefore, does not present a Management Discussion and Analysis section.

The Enterprise format accounts for activities similar to those in the private sector, where the proper matching of
revenues and costs is important and the full accrual basis of accounting is required. With this measurement
focus, all assets and all liabilities of the enterprise are recorded on its statement of net assets, all revenues are
recognized when earned and all expenses, including depreciation, are recognized when incurred.

For internal operating purposes, the District’s Board of Trustees has established separate sub-funds, each of
which includes a separate self-balancing set of accounts and a separate Board approved budget for the activities
of KCSM-FM. These sub-funds are combined into the single enterprise fund format presented in the
accompanying financial statements.

The District’s Board of Trustees adopts annual budgets on a basis consistent with accounting principles generally
accepted in the United States of America.



KCSM-FM
A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Capital Assets

KCSM-FM records assets purchased at cost. The value of donated goods is recorded when there is an objective
basis available to measure their value. Donated materials and equipment are reflected as contributions in the
accompanying statements at their estimated values at date of receipt. KCSM-FM maintains a capitalization
threshold of $5,000. KCSM-FM depreciates all equipment using the straight-line method of depreciation over
the estimated useful life of the related assets, ranging from 5 to 20 years.

Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America, requires management to make estimates and assumptions that affect reported amounts of
assets and liabilities at the reporting date and revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Cash Flows

For the purposes of the statement of cash flows, KCSM-FM considers all investments with a maturity of six
months or less to be cash equivalents.

Income Taxes

KCSM-FM is a program of San Mateo County Community College District. San Mateo County Community
College District is a public educational institution and is considered to be a political subdivision of the State of
California and is therefore tax exempt and not subject to filling information returns.

NOTE 2 - DEPOSITS AND INVESTMENTS

Summary of Deposits and Investments

Deposits and investments as of June 30, 2011, are classified in the accompanying financial statements as a
governmental fund investment in the amount of $629,938. Cash accounts maintained by KCSM-FM are held by
San Mateo County Community College District in pooled amounts at the County Treasury.

Policies and Practices

KCSM - IFM is authorized through the District under California Government Code to make direct investments in
local agency bonds, notes, or warrants within the State; U.S. Treasury instruments; registered State warrants or
treasury notes; securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper;
certificates of deposit placed with commercial banks and/or savings and loan companies; repurchase or reverse
repurchase agreements; medium term corporate notes; shares of beneficial interest issued by diversified
management companies, certificates of participation, obligations with first priority security; and collateralized
mortgage obligations.



KCSM-FM
A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Investment in County Treasury — KCSM — FM and the District are considered to be involuntary participants in
an external investment pool as the District is required to deposit all receipts and collections of monies with their
County Treasurer (Education Code Section 41001). The fair value of the District's investment in the pool is
reported in the accounting financial statements at amounts based upon the entity’s pro-rata share of the fair value
provided by the County Treasurer for the entire portfolio (in relation to the amortized cost of that portfolio). The
balance available for withdrawal is based on the accounting records maintained by the County Treasurer, which
is recorded on the amortized cost basis.

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the
schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio In One Issuer

Local Agency Bonds, Notes, Warrants S years None None
Registered State Bonds, Notes, Warrants 5 years None None
U.S. Treasury Obligations 5 years None None
U.S Agency Securities 5 years None None
Banker's Acceptance 180 days 40% 30%
Commercial Paper 270 days 25% 10%
Negotiable Certificates of Deposit 5 years 30% None
Repurchase Agreements 1 year None None
Reverse Repurchase Agreements : 92 days 20% of base None
Medium-Term Notes 5 years 30% None
Mutual Funds N/A 20% 10%
Money Market Mutual Funds N/A 20% 10%
Mortgage Pass-Through Securities 5 years 20% None
County Pooled Investment Funds N/A None None
Local Agency Investment Fund (LAIF) N/A None None
Joint Powers Authority Pools N/A None None

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to
changes in market interest rates. KCSM-FM and the District manage exposure to interest rate risk by depositing
funds with the San Mateo County Treasury. KCSM-FM’s share of deposits with the County Treasury was a
$629,938. The weighted average maturity of the San Mateo pooled investments at June 30, 2011, was
approximately 1.5 years.
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A PUBLIC TELECOMMUNICATIONS ENTITY OPERATED BY
THE SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT

A

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 3 - CAPITAL ASSETS

Changes in equipment are summarized as follows:

July 1, 2010 Additions  June 30, 2011

Equipment $ 528378  § - $ 528,378

Less - Accumulated Depreciation 259,245 42,709 301,954

Net Equipment $ 269,133  $§ (42,709) $ 226,424

Current year depreciation expense was $42,709 and is included in management and general expenses.

NOTE 4 - DONATED SERVICES

During the year, many KCSM-FM individuals donate significant amounts of time and services in an effort to
advance the programs and objectives of the station. These services have not been recorded in the financial
statements because no objective basis is available to measure the value of such services.

NOTE 5 - RELATED PARTY TRANSACTIONS

During the year, KCSM-FM received indirect administrative support in the amount of $293,175 from San Mateo

Community College. In addition, the District transferred to KCSM-FM in the amount of $97,000 to support the
operating costs.
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VAVRINEK, TRINE, DAY
& COMPANY, LLP

Certified Public Accountanss

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

Governing Board
KCSM-FM
San Mateo, California

We have audited the financial statements of KCSM - FM resource of the general fund of San Mateo County
Community College District as of and for the year ended June 30, 2011, which comprises the KCSM - FM basic
financial statements and have issued our report thereon dated December 9, 2011. 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

The management of San Mateo County Community Coliege District is responsible for the establishing and
maintaining effective internai control over financial reporting.

In planning and performing our audit, we considered KCSM-FM’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 KCSM-FM’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the KCSM-
FM’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 entity'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 would not necessarily identify all deficiencies in internal control that might be
significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
financial reporting that we consider to be material weaknesses, as defined above.

5000 Hopyard Read, Sulte 335 Pleasanion, CA 94888 Tel G25.734.8800 Fax 8257348611 www.vidcpa.com

FRESNO ¢« LAGUNA HILLS « PLEASANTON ¢« RANCHO CUCAMONGA » PALO ALTO » SACRAMENTO

-10-



Compliance and Other Matters

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

This report is intended solely for the information and use of the Governing Board, management, the California
Department of Education, the State Chancellor's Office, Federal awarding agencies and is not intended to be and
should not be used by anyone other than these specified parties.

Vishinele, Toine, doy & Co., LAP

Pleasanton, California
December 9, 2011

-11-
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Scheduie A

KCSM-Fiv (1314)
San Mateo, CA

NFFS Excluded?
If you have an NFFS Exclusion, please click the "NFFS X" button, and enter your NFFS

data.

i
ﬁﬁ% Source of Income

1. Amounts provided directly by federal government agencies

A. PTFP (NTIA) Facilities Grants

B. Department of Education

C. Department of Health and Human Services

D. National Endowment for the Arts and Humanities
E. National Science Foundation

F. Other Federal Funds (specify)

2. Amounts provided by Public Broadcasting Entities
(e.g. CPB, PBS, NPR, etc., including other stations and
regional networks. See Guidelines for complete list.)

A. CPB - Community Service Grants (for radio enter
unrestricted portion only)

B. CPB - Digital Project Grants

C. CPB - Restricted portion of Radio Community Service
Grants

D. CPB - TV Interconnection grants
E. CPB - all other funds

F. PBS - all payments except copyright royalties and other
pass-through payments. See Guidelines for details.

G. NPR - all payments except pass-through payments.
See Guidelines for details.

H. Public broadcasting stations - ail payments

I. Other PBE funds (specify)

3. Local boards and departments of education or other local
government or agency sources

4. State boards and departments of education or other state
government or agency sources

5. State colleges and universities

6. Other state-supported colleges and universities

7. Private colleges and universities

8. Foundations and nonprofit associations

2010 data 2011 data

8a. How much of this $0 $0
revenue was received as
underwriting?

https://isis.cpb.org/PrintPage.aspx?printpage=SchAll

2010 data

$15,546
$0
$0
S0
$0
$0

$15,546

$182,469

$154,695

$27,774

$0

S0
50

$0

$0

$0

$0

$0

50

$0

$0

S0

$0

2011 data
$0
$0
$0
$0
$0
$0

$0

$170,437

$167,652

$2,785

$0

$0
50

30

$0

$0

$0

$0

$0

$0

$97,000

$0

$0

12/15/2011 12:58 PM
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9. Business and Industry 584,671 569,740
2010 data 2011 data

9a. How much of this $53,718 $57,621

revenue was received as

underwriting?

10. Memberships and subscriptions (net of write-offs) $1,303,440 $1,321,580
2010 data 2011 data

10a. Tota! number of 9,744 9,575

contributors.

11. Revenue from Friends groups less any revenue included on $0 $0

line 10

2010 data 2011 data
11a. Total number of 0 0
Friends contributors.

12. Subsidiaries and other activities unrelated to public $0 $0
broadcasting (See instructions)

Form of Revenue 2010 data 2011 data
13. Auction revenue $0 50
A. Gross auction revenue S0 50
B. Direct auction expenses $0 $0
14. Special fundraising activities 50 50
A. Gross special fundraising revenues 50 50
B. Direct special fundraising expenses 50 50
15. Passive income 50 50
A. Interest and dividends (other than on endowment funds) S0 $0
B. Royaities 50 $0
C. PBS or NPR pass-through copyright royalties $0 30
16. Gains and losses on investments, charitable trusts and gift $0 $0

annuities and sale of other assets (other than endowment

funds)

A. Gains from sales of property and equipment - do not $0 50

report losses

B. Realized gains/losses on investments (other than $0 $0
endowment funds)

C. Unrealized gains/losses on investments and actuarial S0 50
gains/losses on charitable trusts and gift annuities (other
than endowment funds)

17. Endowment revenue $0 $0

A. Contributions to endowment principal $0 )

B. Interest and dividends on endowment funds $0 $0

a C. Realized and unrealized net investment gains and 50 $0

losses on endowment funds (if this is a negative amount,
add a hyphen - e.g. "-1,765")

20f9 12/15/2011 12:
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18. Capital fund contributions

A. Facilities and equipment (except funds received from
federal or public broadcasting sources)

B. Other

19. Gifts and bequests from major individual donors

2010 data 2011 data
19a. Total number of major 0 0
individual donors

20. Other Direct Revenue

21. Total Revenue (Sum of lines 1 through 12, 13a, 14a, and 15
through 20).

Adjustments to Revenue

22. Federal revenue from line 1.

23. Public broadcasting revenue from line 2.

24. Capital funds exclusion (from line 18a) - TV only

25. Other revenue on line 21 not meeting the source, form,

0 view all revenue reported as NFFS X,

26. Other automatic subtractions from total revenue

A. Auction expenses - limited to the lesser of lines 13a or
13b

B. Special fundraising event expenses ~ limited to the
lesser of lines 14a or 14b

C. Gains from sales of property and equipment — line 16a

D. Realized gains/iosses on investments (other than
endowment funds) — line 16b

Lnas)

E. Unrealized investment and actuarial gains/losses (other
than endowment funds) — line 16¢

. Realized and unrealized net investment gains/losses on
endowment funds - line 17¢

27. Total Direct Nonfederal Financial Support (Line 21 less
Lines 22 through 26). (Forwards to line 1 of the Summary of
Nonfederal Financial Support)

Comments
Comment Name Date

Schedule B WorkSheet
KCSM-FM (1314)
San Mateo, CA

1. Determine Station net direct expenses

1a. Total station operating expenses and capital outlays
(forwards from line 10 of Schedule E)

Deductions (lines 1b.1. through 1b.7.):
1b.1. Capital outlays (from Schedule E, line 9 total)

1b.2. Depreciation

30of9

https://isis.cpb.org/PrintPage.aspx ?printpage=SchAll

$0 $0
50 50
S0 30
$0 30
S0 $0

$1,586,126 $1,658,757

2010 data 2011 data
$15,546 50
$182,469 $170,437
$0 $0

$14, 000 $0
$0 $0

$0 50

30 50

30 $0

50 $0

S0 $0

$0 $0

$1,374,111 $1,488,320

Status

2010 2011

$1,756,941 $2,036,623
$84,825 S0

$38,513 $42,709

12/15/2011 12:58 PM
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1b.3. Amortization
1b.4. In-kind contributions (services and other assets)

1b.5. Indirect administrative support (see Guidelines
for instructions)

1b.6. Donated property and equipment (if not included
on line 1b.1)

1b.7. Other

1b.8. Total deductions
1c. Station net direct expenses

2. Institutional support rate calculation (Note: Choose one
method only - either 2a or 2b)

2a. Net direct expense method

2a.1. Station net direct Expenses (forwards from line

1)

2a.2. Licensee net direct activities

2a.3. Percentage of allocation (2a.1 divided by 2a.2)
(forward to line 2¢.5 below)

2b. Salaries and wages method

2b.1. Station salaries and wages
2b.2. Licensee salaries and wages for direct activities

2b.3. Percentage of allocation (2b.1 divided by 2b.2)
(forward to line 2¢.5 below)

2c. Institutional support calculation

2c¢.1. Choose applicable cost groups that benefit the
station

Budget and Analysis
Campus Mail Service

MENEN

Computer Operations

ey
i

Financial Operations
Human Resources

¢ Insurance

¢ Internal Audit

Legal

Payroll

President's Office
Purchasing

Other

Not Applicable

AT T

2c¢.2. Costs per licensee financial statements

2¢.3. LESS: Cost groups that do not benefit the
operations of the public broadcast station

2c.4. Costs benefiting station operations

2¢.5. Percentage of allocation (from line 2a.3 or 2b.3)

https://isis.cpb.org/PrintPage.aspx ?printpage==<

2010
$0

S0

$308,880

30

$0

$432,218

51,363,236

$1,363,236

$73,940,741

%1.843687

50

oe
[

$46,084,989

$29,307,838

$16,777,151

%$1.843687

20M
$0
$0

$293,175

$0

50

406,221

$1,700,739

$1,700,739

$74,628,555

%2.278939

$0

oo
(o)

$36,379,572

$23,183,641

$13,195,931

%2.278939

12/15/2011 12:5
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2010 2011
2c.6. Total institutional costs benefiting station $309,318 $300,727
operations

3. Physical plant support rate calculation
3a. Net square footage occupied by station 0 0
3b. Licensee's net assignable square footage 0 0
3c. Percentage of allocation (3a divided by 3b) 30 20
(forward to line 3d.5 below)
3d.1. Choose applicable cost groups that benefit the
station
- Building Maintenance
[ Custodial Services
[ Director of Operations
i Elevator Maintenance
O Grounds and Landscaping
[ Motor Pool
[ Refuse Disposal
[ Roof Maintenance
" Utilities
- Security Services
" Facilities Ptanning
[ Other
i~ Not Applicable
3d.2. Costs per licensee financial statements $0 S0
3d.3. LESS: Cost groups that do not benefit the 50 S0
operations of the public broadcast station
3d.4. Costs benefiting station operations $0 $0
3d.5. Percentage of allocation (from line 3c.) %0 20
3d.6. Total physical plant support costs benefiting $0 $0
station operations
4. Total costs benefiting station operations (forwards $309,318 $300,727
to line1 on tab3)
Comments
Comment Name Date Status
Occupancy List
KCSM-FM (1314)
San Mateo, CA
Type of Occupancy Location Value
Schedule B Totals
KCSM-FM (1314)
San Mateo, CA
2010 data 2011 data
1. Total support activity benefiting station $309,318 $300,727
2. Occupancy value 0 $0
50 50

3. Deductions: Fees paid to the licensee for overhead
recovery, assessment, etc.

50f9 12/15/2011 12:58 PM
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2010 data 2011 data
4. Deductions: Support shown on lines 1 and 2 in excess 438 30
of revenue reported in financial statements.
5. Total Indirect Administrative Support (Forwards to Line 2 3308, 880 300,727
of the Summary of Nonfederal Financial Support)
6. Please enter an institutional type code for your licensee. or ot
Comments
Comment Name Date Status
Schedule C
KCSM-FM (1314)
San Mateo, CA
Donor
2010 data Code 2011 data
1. PROFESSIONAL SERVICES (must be eligible as NFFS) %0 30
A. Legal 30 %0
B. Accounting and/or auditing 0 %0
C. Engineering %0 30
D. Other professionals (see specific line item instructions %0 30
in Guidelines before completing)
2. GENERAL OPERATIONAL SERVICES (must be eligible as 0 50
NFFS)
A. Annual rental value of space (studios, offices, or tower %0 30
facilities)
B. Annual value of land used for locating a station-owned %0 $0
transmission tower
C. Station operating expenses 50 $0
D. Other (see specific line item instructions in Guidelines s0 50
before completing)
3. OTHER SERVICES (must be eligible as NFFS) 50 %0
A.ITV or educational radio 50 £0
B. State public broadcasting agencies (APBC, FL-DOE, 50 50
eTech Ohio)
C. Local advertising 50 %0
D. National advertising %0 50
4. Total in-kind contributions - services and other assets eligible 0 %0
as NFFS (sum of lines 1 through 3), forwards to Line 3a. of the
Summary of Nonfederal Financial Support
5. IN-KIND CONTRIBUTIONS INELIGIBLE AS NFFS 30 30
A. Compact discs, records, tapes and cassettes $0 s0
B. Exchange transactions %0 +0
C. Federal or public broadcasting sources 50 %0
D. Fundraising related activities %0 $0
E. ITV or educational radio outside the allowable scope of %0 =0
approved activities
F. Local productions $0 %0
$0 $0

G. Program supplements

60f9 12/15/2011 12:58
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Donor
2010 data Code 2011 data
H. Programs that are nationally distributed 30 %0
|. Promotional items 50 30
J. Regional organization allocations of program services %0 +0
K. State PB agency allocations other than those allowed 50 30
on line 3(b)
L. Services that wouid not need to be purchased if not 30 30
donated
M. Other 50 50
6. Total in-kind contributions - services and other assets (line 4 30 %0
plus line 5), forwards to Schedule F, line 1c. Must agree with
in-kind contributions recognized as revenue in the AFS.
Comments
Comment Name Date Status
Schedule D
KCSM-FM (1314)
San Mateo, CA
Donor
2010 data Code 2011 data
1. Land (must be eligible as NFFS) 30 $0
2. Building (must be eligible as NFFS) 50 30
3. Equipment (must be eligible as NFFS) %0 %0
4. Vehicle(s) (must be eligible as NFFS) 50 =0
5. Other (specify) (must be eligible as NFFS) 30 %0
6. Total in-kind contributions - property and equipment eligible 30 %0
as NFFS (sum of lines 1 through 5), forwards to Line 3b. of the
Summary of Nonfederal Financial Support
7. IN-KIND CONTRIBUTIONS INELIGIBLE AS NFFS %0 %0
a) Exchange transactions %0 30
b} Federal or public broadcasting sources $0 %0
¢) TV only—property and equipment that includes new %0 50
facilities (land and structures), expansion of existing
facilities and acquisition of new equipment
d) Other (specify) 30 30
8. Total in-kind contributions - property and equipment (line 6 50 %0
plus line 7), forwards to Schedule F, fine 1d. Must agree with
in-kind contributions recognized as revenue in the AFS.
Comments
Comment Name Date Status
Schedule E
KCSM-FM (1314)
San Mateo, CA
EXPENSES
(Operating and non-operating)
2010 data 2011 data

7 of 9 12/15/2011 12:58 PM
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PRO SERVICES

1. Programming and production

2. Broadcasting and engineering

3. Program information and promotion

SUPPORT SERVICES

4. Management and general

5. Fund raising and membership development
6. Underwriting and grant solicitation

7. Depreciation and amortization (if not allocated to
functional categories in lines 1 through 6)

8. Total Expenses (sum of lines 1 to 7) must agree
with audited financial statements

INVESTMENT IN CAPITAL ASSETS
Cost of capital assets purchased or donated

9. Total capital assets purchased or donated
9a. Land and buildings

9b. Equipment

9c. All other

10. Total expenses and investment in capital assets
(Sum of lines 8 and 9)

Additional Information
(Lines 11 + 12 must equal line 8 and Lines 13 + 14 must equal line 9)

Comments
Comment
Schedule F

11. Total expenses (direct only)

12. Total expenses (indirect and in-kind)

13. Investment in capital assets (direct only)
14. Investment in capital assets (indirect and

in-kind)

Name Date

KCSM-FM (1314)

San Mateo, CA

1. Data from AFR

a. Schedule A, Line 21

b. Schedule B, Line 5

c. Schedule C, Line 6

d. Schedule D, Line 8

e. Total from AFR

https://isis.cpb.org/PrintPage.aspx?printpage=SchAll

2010 data

$552,091
$328,232
$50,259

2010 data

$356,555
$309,261
$37,205

$38,513

$1,672,116

2010 data

$84,825
$0
$84,825
50

$1,756,941

2010 data
$1,672,116
$0

$84,825

$0

Status

2011 data

$498,944
$549,413
$68,693

2011 data

$571,424
$241,362
$64,078

$42,709

$2,036,623

2011 data
$0
$0
$0
$0

$2,036,623

2011 data

$2,036,623
30
50

$0

2011 data

$1,658,757
$300,727
$0

$0

$1,959,484

80f9
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Choose Reporting Model

You must choose one of the three reporting models in order to complete Schedule F. After making your selection, click the "Choose" button
below, which will display your reporting model. When changing to a different reporting model all data entered in the current reporting model!
will be lost.

g FASB  # GASB Model A proprietary enterprise-fund financial ¢ GASB Model B public broadcasting entity-wide statements with
statements with business-type activities only mixed governmental and business-type activities

2011 data

2. GASB Model B public broadcasting entity-wide
statements with mixed governmental and
business-type activities

a. Charges for services $300,727
b. Operating grants and contributions $170, 437
c. Capital grants and contributions 50
d. Other revenues $1,488,320
e. Total From AFS, lines 2a-2d $1,959,484
Reconciliation 2011 data
3. Difference (line 1 minus line 2) $0
4. If the amount on line 3 is not equal to $0, 350

click the “Add” button and list the reconciling items.

Comments
Comment Name Date Status

90f9 12/15/2011 12:58 PM



San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-103B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6869

RECEIPT AND ACCEPTANCE OF THE 2010-11
GENERAL OBLIGATION BOND FINANCIAL AND PERFORMANCE AUDITS

Attached is a copy of the General Obligation Bond financial and performance audits for the San Mateo
County Community College District, prepared by the Board-approved firm of Vavrinek, Trine, Day &
Company. The audits were based upon the fiscal year ending June 30, 2011. A representative of the
auditing firm will be present at this meeting to respond to questions about the audits in general and
about the firm’s findings and recommendations. Representatives of the Bond Oversight Committee
will receive copies of the audit reports at their next meeting.

RECOMMENDATION

It is recommended that the Board of Trustees receive and accept the 2010-11 audit reports for the
General Obligation Bond funds.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS' REPORT

Measure A Citizens” Oversight Committee
San Mateo County Community College District
San Mateo, California

We have audited the accompanying financial statements of the San Mateo County Community College District
(the District), Capital Outlay — Bond Fund 2005 Election (Measure A), as of and for the year ended June 30,
2011, as listed in the table of contents. These financial statements are the responsibility of the District's
management. Our responsibility is to express an opinion 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 opinion.

As discussed in Note 1, the financial statements present only the Capital Outlay - Bond Fund specific to

Measure A and are not intended to present fairly the financial position and results of operations of San Mateo
County Community College District in conformity with accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Capital Outlay - Bond Fund Measure A of the San Mateo County Community College District at
June 30, 2011, and the results of its operations 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 9, 2011, on
our consideration of the District Capital Outlay — Bond Fund Measure A 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 that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in conjunction with this report in
considering the results of our audit.

Vihinee, T, Sy 8 (o) LLF

Pleasanton, California
December 9, 2011



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

BALANCE SHEET

JUNE 30, 2011

ASSETS
Deposits and investments
Investments $ 68,234,264
Accounts receivable 247,270
Due from other governments 18,398
Prepaid expenses 539,963

Total Assets $ 69,039,895

LIABILITIES AND FUND BALANCES

LIABILITIES
Accounts payable $ 6,459,220
Due to other funds 357,338
Total Liabilities 6,816,558
FUND BALANCES
Restricted 62,223,337
Total Fund Balances 62,223,337
Total Liabilities and
Fund Balances $ 69,039,895

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES
IN FUND BALANCE
FOR THE YEAR ENDED JUNE 30, 2011

REVENUES
Interest income $ 907,267
Total Revenues 907,267
EXPENDITURES
Current
Salaries and benefits 4,185,111
Books and supplies 7,601,383
Services and operating expenditures 9,049,824
Capital outlay 65,869,066
Total Expenditures 86,705,384
DEFICIENCY OF REVENUES OVER/(UNDER) EXPENDITURES (85,798,117)
FUND BALANCE - BEGINNING 148,021,454
FUND BALANCE - ENDING $ 62,223,337

The accompanying notes are an integral part of these financial statements.

4



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the San Mateo County Community College District’s Capital Outlay — Bond Fund
Measure A conform to accounting principles generally accepted in the United States of America as prescribed by
the Governmental Accounting Standards Board (GASB) and the American Institute of Certified Public
Accountants. The San Mateo County Community College District’s Capital Outlay — Bond Fund accounts for
financial transactions in accordance with the policies and procedures of the California College Budget and
Accounting Manual.

Financial Reporting Entity

The financial statements include only the Capital Outlay — Bond Fund of the San Mateo County Community
College District used to account for Measure A projects. This Fund was established to account for the
expenditures of general obligation bonds issued under the General Obligation Bonds Election of 2005. These
financial statements are not intended to present fairly the financial position and results of operations of the San
Mateo County Community College District in compliance with accounting principles generally accepted in the
United States of America.

Fund Accounting

The operations of the Capital Outlay — Bond Fund Measure A are accounted for in a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenues, and expenditures. Resources are allocated to
and accounted for in the fund based upon the purpose for which they are to be spent and the means by which
spending activities are controlled.

Basis of Accounting

The Capital Outlay — Bond Fund Measure A is accounted for using a flow of current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. The statement of revenues, expenditures,
and changes in fund balances reports on the sources (revenues and other financing sources) and uses (expenditures
and other financing uses) of current financial resources.

Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America for all governmental funds. The District's governing board adopts an operating budget no later
than July 1 in accordance with State law. A public hearing must be conducted to receive comments prior to
adoption. The District's governing board satisfied these requirements. The Board revises this budget during the
year to give consideration to unanticipated revenue and expenditures primarily resulting from events unknown at
the time of budget adoption. The District employs budget control by minor object and by individual appropriation
accounts. Expenditures cannot legally exceed appropriations by major object account.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Encumbrances

The District utilizes an encumbrance accounting system under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation. Encumbrances are liquidated when the commitments are paid and all outstanding encumbrances
are liquidated at June 30 since they do not constitute expenditures or liabilities.

Fund Balance
As of June 30, 2011, fund balance for the Measure A fund is classified as follows:

Restricted — amounts that can be spent only for specific purposes because of constitutional provisions or enabling
legislation or because of constraints that are externally imposed by creditors, grantors, contributors, or the laws or
regulations of other governments.

Spending Order

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available,
the District considers restricted funds to have been spent first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the District considers amounts to have been spent
first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the governing
board has provided otherwise in its commitment or assignment actions.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures/expenses during the reporting period. Actual results could
differ from those estimates.

New Accounting Pronouncements

In November 2010, the GASB issued GASB Statement No. 61, The Financial Reporting Entity: Omnibus-an
amendment of GASB Statements No. 14 and No. 34. The objective of this Statement is to improve financial
reporting for a governmental financial reporting entity. The requirements of Statement No. 14, The Financial
Reporting Entity, and the related financial reporting requirements of Statement No. 34, Basic Financial
Statements-and Management's Discussion and Analysis-for State and Local Governments, were amended to better
meet user needs and to address reporting entity issues that have arisen since the issuance of those Statements. The
provisions of this Statement are effective for financial statements for periods beginning after June 15, 2012.
Earlier application is encouraged.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 2 - INVESTMENTS
Policies and Practices

The District is authorized under California Government Code to make direct investments in local agency bonds,
notes, or warrants within the State: U.S. Treasury instrument; registered State warrants or treasury notes:
securities of the U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit
placed with commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreement;
medium term corporate notes; shares of beneficial interest issued by diversified management companies,
certificates of participation, obligations with first priority security, and collateralized mortgage obligations.

Investment in County Treasury

The District is considered to be an involuntary participant in an external investment pool as the District is required
to deposit all receipts and collections of monies with their County Treasurer (Education Code Section 41001).
The fair value of the District's investment in the pool is reported in the accounting financial statement at amounts
based upon the District's pro-rata share of the fairly value provided by the County Treasurer for the entire
portfolio (in relation to the amortized cost of that portfolio). The balance available for withdrawal is based on the
accounting records maintained by the County Treasurer, which is recorded on the amortized cost basis.

General Authorizations

Limitations as they relate to interest rate risk, credit risk, and concentration of credit risk are indicated in the
schedules below:

Maximum Maximum Maximum
Authorized Remaining Percentage Investment
Investment Type Maturity of Portfolio in One Issuer
County Pooled Investment Funds N/A None None

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. Generally, the longer the maturity of an investment, the greater the sensitivity of its fair value is to
changes in market interest rates. The District manages its exposure to interest rate risk by depositing substantially
all of its funds in the County Treasury Pool. The fair value of deposits at the County Treasury, at June 30, 2011,
was $68,234,264 and the weighted average maturity of the pool is 1.5 years.

Credit Risk
Credit risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the investment.

This is measured by the assignment of a rating by a nationally recognized statistical rating organization. The
Capital Outlay Bond Fund only invests in county pooled investments which are not required to be rated.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 3 - ACCOUNTS RECEIVABLE

Accounts receivable at June 30, 2011, consisted of the following:

Interest $ 244,471
Other local sources 2,799
$ 247,270

NOTE 4 - ACCOUNTS PAYABLE
Accounts payable at June 30, 2011, consisted of the following:

Vendor payables $ 6,459,220

NOTE 5 - INTERFUND TRANSACTIONS

Interfund receivable balance at June 30, 2011, was as follows:
Due from other funds - Capital Outlay Fund $ 18,398

Interfund payable balance at June 30, 2011, was as follows:
Due to other funds - General Fund $ 357,338

NOTE 6 - COMMITMENTS AND CONTINGENCIES

As of June 30, 2011, the Building Fund (Measure A) had the following commitments with respect to unfinished
capital projects:

Remaining Expected
Construction Date of
MEASURE 39 PROJECTS Commitment Completion
District wide projects $ 1,106,832 Within 1 year
Skyline projects 2,449,215 Within 1 year
CSM projects 4,610,007 Within 1 year
Canada projects 1,877,123 Within 1 year

$ 10,043,177
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

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

Measure A Citizens Oversight Committee
San Mateo County Community College District
San Mateo, California

We have audited the accompanying financial statements of the San Mateo County Community College District
(the District) Capital Outlay — Bond Fund 2005 Election (Measure A), as of and for the year ended June 30, 2011,
and have issued our report thereon dated December 9, 2011. 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 San Mateo County Community College District's Capital
Outlay — Bond Fund 2005 Election (Measure A), 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 San Mateo County Community College District's
Capital Outlay — Bond Fund 2005 Election (Measure A), internal control over financial reporting. Accordingly,
we do not express an opinion on the effectiveness of the San Mateo County Community College 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 entity'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.

10



Compliance and Other Matters

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

This report is intended solely for the information and use of the governing board, management, and the Measure
A Citizen Oversight Committee, and is not intended to be and should not be used by anyone other than these
specified parties.

Vvhinele., Tome, Ly & (o, LLP

Pleasanton, California
December 9, 2011
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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

FINANCIAL STATEMENT FINDINGS
JUNE 30, 2011

None reported.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2011

None reported.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS' REPORT ON PERFORMANCE

Measure A Citizens’ Oversight Committee
San Mateo County Community College District
San Mateo, California

We were engaged to conduct a performance audit of the San Mateo County Community College District (the
District), Measure A General Obligation Bond funds for the year ended June 30, 2011.

We conducted this performance audit in accordance with the standards applicable to performance 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 sufficient, appropriate evidence to provide a reasonable basis
for our conclusion based on our audit objectives. We believe that the evidence obtained provides a reasonable
basis for our conclusions based on our audit objectives.

Our audit was limited to the objectives listed within the report which includes determining the District's
compliance with the performance requirements as referred to in Proposition 39 and outlined in Article XIIIA,
Section 1(b)(3)(C) of the California Constitution. Management is responsible for the District's compliance with
those requirements.

In planning and performing our performance audit, we obtained an understanding of the District's internal control
in order to determine if the internal controls were adequate to help ensure the District's compliance with the
requirements of Proposition 39 and outlined in Article XIIIA, Section 1 (b)(3)(C) of the California Constitution.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control.

The results of our tests indicated that the District expended Measure A General Obligation Bond funds only for

the specific projects approved by the voters, in accordance with Proposition 39 and outlined in Article XIIIA,
Section 1 (b)(3)(C) of the California Constitution.

Virhinele., Toine, £y & Co., L1P

Pleasanton, California
December 9, 2011



SAN MATEO COUNTY COMMUNITY COLLEG DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

JUNE 30, 2011

AUTHORITY FOR ISSUANCE

The Measure A Bonds are issued pursuant to the Constitution and laws of the State of California (the State),
including the provisions of Chapters 1 and 1.5 of Part 10 of the California Education Code, and other applicable
provisions of law. The Bonds are authorized to be issued by a resolution adopted by the Board of Trustees of the
District on November 8, 2006 (the “Bond Resolution)”.

The District received authorization at an election held on November 8, 2005, to issue bonds of the District in an
aggregate principal amount not to exceed $468,000,000 to finance specific acquisition, construction and
modernization projects approved by the voters. The proposition required approval by at least 55 percent of the
votes cast by eligible voters within the District (the 2005 Authorization). The Bonds represent the first and
second series of the authorized bonds to be issued under the 2005 Authorization.

PURPOSE OF ISSUANCE

The net proceeds of the Bonds and any other series of general obligation bonds issued under the Authorization
will be used for the purposes specified in the District bond proposition submitted at the Election, which include:
to upgrade nursing, health career, science, computer, and biotechnology labs; improve accessibility for disabled
students; make earthquake safety improvements; repair/modernized libraries, classrooms, and aging facilities, and
other projects.

AUTHORITY FOR THE AUDIT

On November 7, 2000, California voters approved Proposition 39, the Smaller Classes, Safer Schools and
Financial Accountability Act. Proposition 39 amended portions of the California Constitution to provide for the
issuance of general obligation bonds by school districts, community college districts, or county offices of
education, "for the construction, reconstruction, rehabilitation, or replacement of school facilities, including the
furnishing and equipping of school facilities, or the acquisition or lease of rental property for school facilities",
upon approval by 55 percent of the electorate. In addition to reducing the approval threshold from two-thirds to 55
percent, Proposition 39 and the enacting legislation (AB 1908 and AB 2659) requires the following accountability
measures as codified in Education Code sections 15278-15282:

1. Requires that the proceeds from the sale of the bonds be used only for the purposes specified in
Article XIIA, Section 1(b)(3)(C) of the California Constitution, and not for any other purpose,
including teacher and administrator salaries and other school operating expenses.

2. The district must list the specific school facilities projects to be funded in the ballot measure, and
must certify that the governing board has evaluated safety, class size reduction and information
technology needs in developing the project list.

3. Requires the district to appoint a citizen's oversight committee.

4. Requires the district to conduct an annual independent financial audit and performance audit in
accordance with the Government Auditing Standards issued by the Comptroller General of the United
States of the bond proceeds until all of the proceeds have been expended.

5. Requires the district to conduct an annual independent performance audit to ensure that the funds
have been expended only on the specific projects listed.



SAN MATEO COUNTY COMMUNITY COLLEG DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

JUNE 30, 2011

OBJECTIVES OF THE AUDIT

1. Determine whether expenditures charged to the Capital Outlay — Bond Fund have been made in
accordance with the bond project list approved by the voters through the approval of Measure A.

2. Determine whether salary transactions, charged to the Building Fund were in support of Measure A and
not for District general administration or operations.

SCOPE OF THE AUDIT

The scope of our performance audit covered the period of July 1, 2010 to June 30, 2011. The population of
expenditures tested included all object and project codes associated with the bond projects. The propriety of
expenditures for capital projects and maintenance projects funded through other State or local funding sources,
other than proceeds of the bonds, were not included within the scope of the audit. Expenditures incurred
subsequent to June 30, 2011 were not reviewed or included within the scope of our audit or in this report.

PROCEDURES PERFORMED

We obtained the general ledger and the project expenditure reports prepared by the District for the fiscal year
ended June 30, 2011 for the Capital Outlay — Bond Fund Measure A. Within the fiscal year audited, we obtained
the actual invoices and other supporting documentation for a sample of expenditures to ensure compliance with
the requirements of Article XIIIA, Section 1(b)(3)(C) of the California Constitution and Measure A as to the
approved bond projects list. We performed the following procedures:

1. We selected a sample of expenditures for the period starting July 1, 2010 and ending June 30, 2011, and
reviewed supporting documentation to ensure that such funds were properly expended on the specific
projects listed in the ballot text.

2. Our sample included transactions totaling $43,825,755. This represents 51 percent of the total
expenditures of $86,705,384, including expenditures related to transferred funds.

3. We verified that funds from the Capital Outlay — Bond Fund Measure A were generally expended for the
authorized bond projects. In addition, we verified that funds held in the Capital Outlay — Bond Fund
Measure A were used for salaries of administrators only to the extent they perform administrative
oversight work on construction projects as allowable per Opinion 04-110 issued on November 9, 2004 by
the State of California Attorney General.

CONCLUSION

The results of our tests indicated that, in all significant respects, the San Mateo County Community College
District has properly accounted for the expenditures held in the Capital Outlay — Bond Fund Measure A and that
such expenditures were made for authorized Bond projects. Further, it was noted that funds held in the Capital
Outlay — Bond Fund Measure A, and expended by the District, were used for salaries of administrators only to the
extent they perform administrative oversight work on construction projects as allowable per Opinion 04-110
issued on November 9, 2004 by the State of California Attorney General.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2005 ELECTION (MEASURE A)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2011

None reported.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS' REPORT

Measure C Citizens’ Oversight Committee
San Mateo County Community College District
San Mateo, California

We have audited the accompanying financial statements of the San Mateo County Community College District
(the District), Capital Outlay — Bond Fund 2001 Election (Measure C), as of and for the year ended June 30, 2011,
as listed in the table of contents. These financial statements are the responsibility of the District's management.
Our responsibility is to express an opinion 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 opinion.

As discussed in Note 1, the financial statements present only the Capital Outlay - Bond Fund specific to

Measure C and are not intended to present fairly the financial position and results of operations of San Mateo
County Community College District in conformity with accounting principles generally accepted in the United
States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Capital Outlay - Bond Fund Measure C of the San Mateo County Community College District at
June 30, 2011, and the results of its operations for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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In accordance with Government Auditing Standards, we have also issued our report dated December 9, 2011, on
our consideration of the District Capital Outlay — Bond Fund Measure C 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 that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in conjunction with this report in
considering the results of our audit.

Vishine, Toie, Sy & Co., LLF

Pleasanton, California
December 9, 2011



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

BALANCE SHEET
JUNE 30, 2011

ASSETS
Accounts receivable
Total Assets

LIABILITIES AND FUND EQUITY
LIABILITIES
Accounts payable

Total Liabilities

Total Liabilities
and Fund Equity

The accompanying notes are an integral part of these financial statements.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES

IN FUND BALANCE

FOR THE YEAR ENDED JUNE 30, 2011

REVENUES
Interest and investment earnings
Total Revenues

EXPENDITURES
Current
Services and operating expenditures
Capital outlay
Total Expenditures

EXCESS OF REVENUES OVER/

(UNDER) EXPENDITURES
FUND BALANCE, BEGINNING OF YEAR
FUND BALANCE, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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3,155

3,155

28,999
670,278

699,277

(696,122)
696,122




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the San Mateo County Community College District’s Capital Outlay — Bond Fund
2001 Election (Measure C) conform to accounting principles generally accepted in the United States of America
as prescribed by the Governmental Accounting Standards Board (GASB) and the American Institute of Certified
Public Accountants. The San Mateo County Community College District’s Capital Outlay — Bond Fund accounts
for financial transactions in accordance with the policies and procedures of the California College Budget and
Accounting Manual.

Financial Reporting Entity

The financial statements include only the Capital Outlay — Bond Fund of the San Mateo County Community
College District used to account for Measure C projects. This Fund was established to account for the
expenditures of general obligation bonds issued under the General Obligation Bonds Election of 2001. These
financial statements are not intended to present fairly the financial position and results of operations of the San
Mateo County Community College District in compliance with accounting principles generally accepted in the
United States of America.

Fund Accounting

The operations of the Capital Outlay — Bond Fund Measure C are accounted for in a separate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revenues, and expenditures. Resources are allocated to
and accounted for in the fund based upon the purpose for which they are to be spent and the means by which
spending activities are controlled.

Basis of Accounting

The Capital Outlay — Bond Fund Measure C is accounted for using a flow of current financial resources
measurement focus and the modified accrual basis of accounting. With this measurement focus, only current
assets and current liabilities generally are included on the balance sheet. The statement of revenues, expenditures,
and changes in fund balances reports on the sources (revenues and other financing sources) and uses (expenditures
and other financing uses) of current financial resources.

Budgets and Budgetary Accounting

Annual budgets are adopted on a basis consistent with accounting principles generally accepted in the United
States of America for all governmental funds. The District's governing board adopts an operating budget no later
than July 1 in accordance with State law. A public hearing must be conducted to receive comments prior to
adoption. The District's governing board satisfied these requirements. The Board revises this budget during the
year to give consideration to unanticipated revenue and expenditures primarily resulting from events unknown at
the time of budget adoption. The District employs budget control by minor object and by individual appropriation
accounts. Expenditures cannot legally exceed appropriations by major object account.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

Encumbrances

The District utilizes an encumbrance accounting system under which purchase orders, contracts and other
commitments for the expenditure of monies are recorded in order to reserve that portion of the applicable
appropriation. Encumbrances are liquidated when the commitments are paid and all outstanding encumbrances
are liquidated at June 30 since they do not constitute expenditures or liabilities.

Fund Balance
As of June 30, 2011, Measure C has no remaining fund balance.
Spending Order

When an expenditure is incurred for purposes for which both restricted and unrestricted fund balance is available,
the District considers restricted funds to have been spent first. When an expenditure is incurred for which
committed, assigned, or unassigned fund balances are available, the District considers amounts to have been spent
first out of committed funds, then assigned funds, and finally unassigned funds, as needed, unless the governing
board has provided otherwise in its commitment or assignment actions.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenditures/expenses during the reporting period. Actual results could
differ from those estimates.

New Accounting Pronouncements

In November 2010, the GASB issued GASB Statement No. 61, The Financial Reporting Entity: Omnibus-an
amendment of GASB Statements No. 14 and No. 34. The objective of this Statement is to improve financial
reporting for a governmental financial reporting entity. The requirements of Statement No. 14, The Financial
Reporting Entity, and the related financial reporting requirements of Statement No. 34, Basic Financial
Statements-and Management's Discussion and Analysis-for State and Local Governments, were amended to better
meet user needs and to address reporting entity issues that have arisen since the issuance of those Statements. The
provisions of this Statement are effective for financial statements for periods beginning after June 15, 2012.
Earlier application is encouraged.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

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

Measure C Citizens Oversight Committee
San Mateo County Community College District
San Mateo, California

We have audited the accompanying financial statements of the San Mateo County Community College District
(the District) Capital Outlay — Bond Fund 2001 Election (Measure C), as of and for the year ended June 30, 2011,
and have issued our report thereon dated December 9, 2011. 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 San Mateo County Community College District's Capital
Outlay — Bond Fund 2001 Election (Measure C), 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 San Mateo County Community College District's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
San Mateo County Community College District's Capital Outlay — Bond Fund 2001 Election (Measure C),
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 entity'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.
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Compliance and Other Matters

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

This report is intended solely for the information and use of the governing board, management, and the

Measure C Citizen Oversight Committee, and is not intended to be and should not be used by anyone other than
these specified parties.

Vel Tome, 824 & Co., L1P

Pleasanton, California
December 9, 2011



SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

FINANCIAL STATEMENT FINDINGS
JUNE 30, 2011

None reported.
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
JUNE 30, 2011

None reported.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS' REPORT ON PERFORMANCE

Measure C Citizens’ Oversight Committee
San Mateo County Community College District
San Mateo, California

We were engaged to conduct a performance audit of the San Mateo County Community College District (the
District), Measure C General Obligation Bond funds for the year ended June 30, 2011.

We conducted this performance audit in accordance with the standards applicable to performance 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 sufficient, appropriate evidence to provide a reasonable basis
for our conclusion based on our audit objectives. We believe that the evidence obtained provides a reasonable
basis for our conclusions based on our audit objectives.

Our audit was limited to the objectives listed within the report which includes determining the District's
compliance with the performance requirements as referred to in Proposition 39 and outlined in Article XIIIA,
Section 1(b)(3)(C) of the California Constitution. Management is responsible for the District's compliance with
those requirements.

In planning and performing our performance audit, we obtained an understanding of the District's internal control
in order to determine if the internal controls were adequate to help ensure the District's compliance with the
requirements of Proposition 39 and outlined in Article XIIIA, Section 1 (b)(3)(C) of the California Constitution.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control.

The results of our tests indicated that the District expended Measure C General Obligation Bond funds only for
the specific projects approved by the voters, in accordance with Proposition 39 and outlined in Article XIIIA,
Section 1 (b)(3)(C) of the California Constitution.

Vishineke, Tine, £y & (o, L1

Pleasanton, California
December 9, 2011
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SAN MATEO COUNTY COMMUNITY COLLEG DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

JUNE 30, 2011

AUTHORITY FOR ISSUANCE

The Measure C Bonds are issued pursuant to the Constitution and laws of the State of California (the State),
including the provisions of Chapters 1 and 1.5 of Part 10 of the California Education Code, and other applicable
provisions of law. The Bonds are authorized to be issued by a resolution adopted by the Board of Trustees of the
District on May 8, 2002 (the “Bond Resolution)”.

The District received authorization at an election held on November 6, 2001, to issue bonds of the District in an
aggregate principal amount not to exceed $207,000,000 to finance specific acquisition, construction and
modernization projects approved by the voters. The proposition required approval by at least 55 percent of the
votes cast by eligible voters within the District (the 2001 Authorization). The Bonds represent the first and
second series of the authorized bonds to be issued under the 2001 Authorization.

PURPOSE OF ISSUANCE

The net proceeds of the Bonds and any other series of general obligation bonds issued under the Authorization
will be used for the purposes specified in the District bond proposition submitted at the Election, which include:
to upgrade science and computer labs; modernize classrooms and occupational facilities; fix leaking roofs;
improve handicapped accessibility; make seismic/safety improvements; finish energy conservation projects; and
make other property acquisitions and improvements.

AUTHORITY FOR THE AUDIT

On November 7, 2000, California voters approved Proposition 39, the Smaller Classes, Safer Schools and
Financial Accountability Act. Proposition 39 amended portions of the California Constitution to provide for the
issuance of general obligation bonds by school districts, community college districts, or county offices of
education, "for the construction, reconstruction, rehabilitation, or replacement of school facilities, including the
furnishing and equipping of school facilities, or the acquisition or lease of rental property for school facilities",
upon approval by 55 percent of the electorate. In addition to reducing the approval threshold from two-thirds to 55
percent, Proposition 39 and the enacting legislation (AB 1908 and AB 2659) requires the following accountability
measures as codified in Education Code sections 15278-15282:

1. Requires that the proceeds from the sale of the bonds be used only for the purposes specified in
Article XIIA, Section 1(b)(3)(C) of the California Constitution, and not for any other purpose,
including teacher and administrator salaries and other school operating expenses.

2. The district must list the specific school facilities projects to be funded in the ballot measure, and
must certify that the governing board has evaluated safety, class size reduction and information
technology needs in developing the project list.

3. Requires the district to appoint a citizen's oversight committee.

4. Requires the district to conduct an annual independent financial audit and performance audit in
accordance with the Government Auditing Standards issued by the Comptroller General of the United
States of the bond proceeds until all of the proceeds have been expended.

5. Requires the district to conduct an annual independent performance audit to ensure that the funds
have been expended only on the specific projects listed.



SAN MATEO COUNTY COMMUNITY COLLEG DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

JUNE 30, 2011

OBJECTIVES OF THE AUDIT

1. Determine whether expenditures charged to the Capital Outlay — Bond Fund have been made in
accordance with the bond project list approved by the voters through the approval of Measure C.

2. Determine whether salary transactions, charged to the Building Fund were in support of Measure C and
not for District general administration or operations.

SCOPE OF THE AUDIT

The scope of our performance audit covered the period of July 1, 2010 to June 30, 2011. The population of
expenditures tested included all object and project codes associated with the bond projects. The propriety of
expenditures for capital projects and maintenance projects funded through other State or local funding sources,
other than proceeds of the bonds, were not included within the scope of the audit. Expenditures incurred
subsequent to June 30, 2011 were not reviewed or included within the scope of our audit or in this report.

PROCEDURES PERFORMED

We obtained the general ledger and the project expenditure reports prepared by the District for the fiscal year
ended June 30, 2011 for the Capital Outlay — Bond Fund Measure C. Within the fiscal year audited, we obtained
the actual invoices and other supporting documentation for a sample of expenditures to ensure compliance with
the requirements of Article XIIIA, Section 1(b)(3)(C) of the California Constitution and Measure C as to the
approved bond projects list. We performed the following procedures:

1. We selected a sample of expenditures for the period starting July 1, 2010 and ending June 30, 2011, and
reviewed supporting documentation to ensure that such funds were properly expended on the specific
projects listed in the ballot text.

2. Our sample included transactions totaling $549,217. This represents 79 percent of the total expenditures
of $699,277.

3. We verified that funds from the Capital Outlay — Bond Fund Measure C were generally expended for
authorized bond projects.

CONCLUSION
The results of our tests indicated that, in all significant respects, the San Mateo County Community College

District has properly accounted for the expenditures held in the Capital Outlay — Bond Fund 2001 Election
(Measure C) and that such expenditures were made for authorized Bond projects.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
CAPITAL OUTLAY - BOND FUND 2001 ELECTION (MEASURE C)

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
JUNE 30, 2011

None reported.



San Mateo County Community College District January 25, 2012

BOARD REPORT NO. 12-1-104B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6869

RECEIPT AND ACCEPTANCE OF THE 2010-11 RETIREMENT FUTURIS PUBLIC
ENTITY INVESTMENT TRUST AUDIT REPORT

Attached is a copy of the audit of the Retirement Futuris Public Entity Investment Trust for the
San Mateo County Community College District, prepared by the Board-approved firm of
Vavrinek, Trine, Day & Company. The audit was based upon the fiscal year ending June 30,
2011. A representative of the auditing firm will be present at this meeting to respond to questions
about the audit in general and about the firm’s findings and recommendations.

RECOMMENDATION

It is recommended that the Board of Trustees receive and accept the 2010-11 audit report for the
Retirement Futuris Public Entity Investment Trust.
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VAVRINEK, TRINE, DAY
‘ & COMPANY, LLP
Certified Public Accountants

VALUE THE DIFFERENCE

INDEPENDENT AUDITORS’ REPORT

The Retirement Board of Authority of the

San Mateo County Community College District
Retirement Futuris Public Entity Investment Trust
San Mateo, California

We have audited the accompanying statement of net assets of the San Mateo County Community College District
Retirement Futuris Public Entity Investment Trust (the Trust), a component unit of the San Mateo County
Community College District, (the District) as of June 30, 2011 and 2010, and the related statement of changes in
net assets for the year then ended. These financial statements are the responsibility of the Trust’s management.
Our responsibility is to express an opinion 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.
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 opinion.

As discussed in Note 2, the financial statements referred to above present only the Trust and do not purport to, and
do not present the financial position of the San Mateo County Community College District as of June 30, 2011,
and the changes in its financial position for the year then ended, in conformity with principles generally accepted
in the United States of America.

In our opinion, the financial statements referred to above present fairly, in all material respects, the net assets of
the Trust as of June 30, 2011 and 2010, and the changes in trust net assets for the year then ended, in conformity
with accounting principles generally accepted in the United States of America.

The management’s discussion and analysis listed in the table of contents are not a required part of the basic
financial statements but are supplementary information required by accounting principles generally accepted in
the United States of America. We have applied certain limited procedures, which consisted principally of
inquiries of management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Varhinele, Trine, S & Co., LLP

Pleasanton, California
December 9, 2011
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SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

This section provides an overview and analysis of the financial activities of San Mateo County Community
College District Retirement Futuris Public Entity Investment Trust (the Trust) for the fiscal year ended June 30,
2011. The Trust was established in October 2009 by the District’s Board of Directors and assets held for Other
Post Employment Benefits were transferred to an irrevocable trust in November 2009. Additional transfers were
made during the 2010-11 fiscal year. We encourage readers to consider the information presented here in
conjunction with additional information that we have furnished in our financial statements.

FINANCIAL HIGHLIGHTS

The net assets of the San Mateo Community College District Retirement Futuris Public Entity Investment Trust
(Trust) at the close of fiscal year 2011 are $16,656,584 (net assets held in trust for retiree medical benefits). All
of the net assets are available to meet the Trust’s ongoing obligations to participants and beneficiaries.

The Trust’s funding objective is to meet long-term benefit obligations through contributions and investment
income. The Trust is funded through annual contribution from the District. The Trust was initially funded by the
District by transferring $5,000,000 from the District Retiree Benefits Reserve Fund. Additional transfers totaling
$10,000,000 were transferred during the 2010-11 fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS

The following discussion and analysis are intended to serve as an introduction to the Trust’s financial statements,
which comprises these components:

1. Statement of Trust Net Assets
2. Statement of Changes in Trust Net Assets
3. Notes to the Basic Financial Statements

The Statement of Trust Net Assets is a snapshot of account balances at year-end. It indicates the assets
available for future payments to retirees and any current liabilities that are owed at this time.

The Statement of Changes in Trust Net Assets, on the other hand, provides a view of current year additions to
and deductions from the Trust. Both statements are in compliance with Governmental Accounting Standard
Board Statement (GASB Pronouncements 34, 43 and 45). These pronouncements require certain disclosures and
require the state and local governments to report using the full accrual method of accounting. The Trust complies
with all material requirements of these pronouncements.

The Statement of Trust Net Assets and the Statement of Changes in Trust Net Assets report information about the
Trust's activities. These statements include all assets and liabilities, using the full accrual basis of accounting,
which is similar to the accounting used by most private sector companies. All of the current year's revenues and
expenses are taken into account regardless of when cash is received or paid. All investment gains and losses are
shown at trade date. In addition, both realized and unrealized gains and losses are shown pertaining to the
investments.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

MANAGEMENT DISCUSSION AND ANALYSIS
JUNE 30, 2011

These two statements report the Trust's net assets held in irrevocable trust account for retirees’ medical benefits.
Net assets, the difference between assets and liabilities are one way to measure the Trust’s financial position.
Over time, increase and decrease in net assets is one indicator of whether its financial health is improving or
deteriorating. Other factors, such as market conditions, should also be considered in measuring the Trust's overall
health.

Notes to the Basic Financial Statements provide additional information that is essential to a full understanding of
the data provided in the financial statements.

OTHER INFORMATION

In addition to the financial statements and accompanying notes, this report presents certain required
supplementary information concerning the Trust's progress in funding its obligations to provide retiree medical
benefits to members. Supplementary information is presented on page 14.

FINANCIAL ANALYSIS

As previously noted, net assets may serve over time as a useful indication of the Trust's financial position. The
Trust had no liabilities as of June, 30 2011 and 2010.

June 30, 2011 June 30, 2010

NET ASSETS
Cash and investments $ 16,640,137 $ 4,900,358
Interest receivable 16,447 -
Liabilities - -
Net assets $ 16,656,584 $ 4,900,358

The changes to Trust net assets during the fiscal year ended June 30, 2011 and 2010, are as follows:

June 30, 2011 June 30, 2010

CHANGES IN NET ASSETS
Additions $ 11,711,126  § 5,002,166
Deductions (44,900) (11,808)
Beginning balance 4,990,358 -
Net assets $ 16,656,584 $ 4,990,358

CONTACTING THE TRUST’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, students, investors, and creditors with a
general overview of the Trust's finances and to show the Trust's accountability for the money it receives. If you
have any questions about this report or need any additional financial information, please contact Kathy
Blackwood at blackwoodk@smcecd.edu or (650) 358-6869 with the San Mateo County Community College
District.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

STATEMENT OF TRUST NET ASSETS
AS OF JUNE 30, 2011 AND 2010

ASSETS
Investments
Interest receivable
Total Assets

NET ASSETS

Net assets held in trust for OPEB
Total Net Assets

See the accompanying notes to financial statements.

June 30, 2011

June 30, 2010

$ 16,640,137 $ 4,990,358

16,447 -
$ 16,656,584 § 4,990,358
$ 16,656,584 $§ 4,990,358
$ 16,656,584 $ 4,990,358




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

STATEMENT OF CHANGES IN TRUST NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2011 AND 2010

June 30, 2011

June 30, 2010

ADDITIONS
Contributions
Employer $ 10,000,000 $ 5,000,000
Investment income, net of investment expenses 1,711,126 2,166
Total Additions 11,711,126 5,002,166
DEDUCTIONS
Adminstrative expenses 44,900 11,808
Total Deductions 44,900 11,808
INCREASE IN NET ASSETS 11,666,226 4,990,358
NET ASSETS, BEGINNING OF YEAR 4,990,358 -
NET ASSETS, END OF YEAR $ 16,656,584 $ 4,990,358

See the accompanying notes to financial statements.



SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

NOTE #1 — DESCRIPTION OF TRUST

The following information of the San Mateo County Community College District Retirement Futuris Public
Entity Investment Trust (the Trust), a component unit of the San Mateo County Community College District (the
District) provides only general information. Readers should refer to the Trust agreement for a more complete
description of the Trust’s provisions.

General

The Retirement Futuris Public Entity Investment Trust (the Trust) is a contributory single-employer defined
benefit healthcare plan trust administered by the San Mateo County Community College District. The Trust
provides medical insurance benefits to eligible retirees and their spouses. Membership consists of 1028 retirees
and beneficiaries currently receiving benefits and 820 active plan members. The Trust is a governmental plan that
is not subject to the provisions of the Employee Retirement Income Security Act of 1974 (ERISA).

Contributions

Contributions to the Trust are funded entirely by the employer. The Trust was established and may be amended
by the District’s bargaining agreements. The required contribution is based on projected pay-as-you-go financing
requirements, with an additional amount to prefund benefits as determined by the District’s Board of Trustees.
During the year, the District contributed $7,100,154 to pay for current retirees’ medical premiums. Members
receiving benefits contributed $30,000, or approximately .004 percent of the total premiums. Contributions made
by retirees between $1 and $325 per month. In addition to the current premiums, the District contributed
$10,000,000 to the Trust.

Funded Status and Funding Progress

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about
the probability of occurrence of events far into the future. Examples include assumptions about future
employment, investment returns, mortality, and the healthcare cost trend. Amounts determined regarding the
funded status of the Trust and the annual contributions of the employer are subject to continual revision as actual
results are compared with past expectations and new estimates are made about the future. The schedule of
funding progress, presented as required supplementary information following the notes to the financial statements,
presents multiyear trend information about whether the actuarial value of Trust assets is increasing or decreasing
over time relative to the actuarial accrued liabilities for benefits.

Actuarial Methods and Assumptions

Projections of benefits for financial reporting purposes are based on the Substantive Plan (the Plan as understood
by the employer 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 employer and plan members to that point. The
actuarial methods and assumptions used include techniques that are designed to reduce the effects of short-term
volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective
of the calculations.
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In the April 12, 2011, actuarial valuation, the Entry Age Normal Actuarial Cost Method was used. The actuarial
assumptions included a 5 percent investment rate of return (net of administrative expenses), based on the plan
being funded in an irrevocable employee benefit trust invested in a combined equity and fixed income portfolio.
Healthcare cost trend rate is assumed at 4 percent per year. The Unfunded Actuarial Accrued Liability (UAAL) is
being amortized at a level percentage of payroll method. The remaining amortization period at July 1, 2011, was
30 years. The actuarial value of assets of $15,643,762 was determined in this actuarial valuation. At July 1,
2011, the Trust held net assets in the amount of $16,656,584, in investments with Benefit Trust Company.

Investment Options

Benefit Trust Company (BTC), the Asset Custodian, maintains the Trust’s investments in various mutual funds,
and is the record keeper. BTC contracted with Morgan Stanley Smith Barney as the investment advisor. Funds
allocated to the Asset Custodian are invested according to the investment policy statement (IPS) developed and
approved by the Retirement Board in a combination of equity and fixed income investments.

Trust Termination

The San Mateo County Community College District and the Trust will adhere to all applicable laws, guidelines
and accounting procedures as the Trust Administrator should be doing under current laws and regulations now
understood by the District. In absence of procedures the District will follow all prudent processes that would be
considered the best to protect all parties’ interest in the Trust assets. In the event that all OPEB liabilities have
been fulfilled and the liability is determined to be zero, any remaining Trust assets will be returned to the District.

NOTE #2 — SIGNIFICANT ACCOUNTING POLICIES
Basis of Accounting

The accompanying basic financial statements are presented on the accrual basis of accounting. Contributions are
recognized as revenue in the period in which employee services are performed, pursuant to formal commitments
as well as statutory or contractual commitments. Benefits and refunds of contributions are recognized when due
and payable under the provisions of the Trust.

Investment Valuation

Investments are reported at fair market value. Securities traded on a national or international exchange are valued
at the last reported sales price on the last business day of the fiscal year at current exchange rates. The fair market
value of the investment in mutual funds was $16,656,584 at June 30, 2011, was valued by the respective mutual
fund management firms. Purchases and sales of securities are reflected on the trade date. Investment income is
recognized as earned.

Net Appreciation (Depreciation) on Investments

Net appreciation (depreciation) on investments is comprised of unrealized and realized gains and losses.
Unrealized appreciation (depreciation) adjusts investment carrying amounts to reflect current market values,
based on quoted prices in an active market.
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Cash and Cash Equivalents

The Trust's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with original maturities of one year or less from the date of acquisition.

Administrative Expenses

Certain internal costs of administering the Trust are paid by the Trust. Administrative expenses for the year ended
June 30, 2011, were $44,900.

Benefits
Benefits are recognized when paid.
Estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States of America requires the Trust administrator to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results may differ from those estimates.

NOTE #3 — TAX STATUS

The Trust had decided to not pursue an IRS Private Letter Ruling (PLR) for the Trust. Section 115 of the Internal
Revenue Code (the IRC) exempts governmental entities from federal taxation on any income derived from an
“essential governmental function”. The Trust was established to hold District assets for the purpose of providing
irrevocable funding of retiree health and other post-employment benefits to eligible employees and their
dependents, and therefore met the definition of “essential governmental function” and is exempt from tax on its
income under Section 115 of the Code, and that both the contribution to the Trust and the retiree medical benefits
paid there from will not be taxable to retirees or their eligible dependents.

NOTE #4 — INVESTMENTS

The Trust has adopted an internally developed investment policy that is governed by the standards established in
the California Constitution. In addition, the Trust has written investment policies regarding the type of
investments that may be made specifically for the Trust and the amount, which may be invested in any one
financial institution or amounts that may be invested in long-term instruments. Management believes the Trust
has complied with the provisions of statutes pertaining to the types of investments held, institutions in which
deposits were made, and security requirements.

The fair values of the Trust’s individual investments at June 30, 2011 and 2010, are as follows:

June 30, 2011 June 30, 2010
Common Stocks $ 7,767,451 $ 2,221,778
Fixed Income 8,872,686 2,768,580
Total investments $ 16,640,137 $ 4,990,358




SAN MATEO COUNTY COMMUNITY COLLEGE DISTRICT
RETIREMENT FUTURIS PUBLIC ENTITY INVESTMENT TRUST

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2011

During the fiscal years ended June 30, 2011 and 2010, the Trust’s investments (including gains and losses on
investments bought and sold as well as held during the year) appreciated as follows:

June 30, 2011 June 30, 2010
Interest income $ 127,566 $ 4,418
Dividend income 366,428 116,162
Realized gains (loss) 236,702 (335)
Unrealized gains 980,430 (118,079)
Total investment income $ 1,711,126 $ 2,166

NOTE #5 — ANNUAL OPEB COST AND NET OPEB OBLIGATION/(PREPAID)

The District’s Annual Required Contribution (ARC) to the Trust is an amount actuarially determined in
accordance with the parameters of GASB Statement 45. The ARC represent a level of funding that, if paid on an

ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or
funding excess) over a period not to exceed thirty years.

Annual required contribution (ARC) $ 7,702,017

Annual OPEB cost (expense) - District paid premiums (7,100,154)
Contributions made (10,000,000)
Increase in net OPEB assets (9,398,137)
Net OPEB prepaid, beginning of year (116,518)
Net OPEB prepaid, end of year $ (9,514,655)

Trend Information

The trend information for annual OPEB costs, the percentage of annual OPEB cost contributed to the Trust, and
the net OPEB prepayment are follows:

Year Ended Annual OPEB Actual Percentage Net OPEB
June 30, Cost Contribution ~ Contributed  Obligation/(Assets)
2011 $ 7,702,017 $17,100,154 222% § (9,514,655)
2010 7,383,929 11,167,718 151% (116,518)
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Funding Status and Funding Progress

The funded status of the OPEB Trust as of June 30, 2011, is as follows:

Actuarial Accrued Liability (AAL) $ 118,923,929
Actuarial Value of Plan Assets (15,643,762)
Unfunded Actuarial Accrued Liability (UAAL) $ 103,280,167
Funded Ratio (Actuarial Value of Plan Assets/AAL) 13%
Covered Payroll $ 87,492,518
UAAL as Percentage of Covered Payroll 118%

The above noted actuarial accrued liability was based on the April 12, 2011, actuarial valuation. Actuarial
valuation of an ongoing plan involves estimates of the value of reported amounts and assumptions about the
probability of occurrence of events far into the future. Examples include assumptions about future employment,
mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the Trust and the
annual required contribution of the employer are subject to continual revision as actual results are compared with
past expectations and new estimates are made about the future.
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BOARD REPORT NO. 12-1-105B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Kathy Blackwood, Executive Vice Chancellor, 358-6790

APPROVAL OF NONRESIDENT TUITION FEE, 2012-13

Education Code Section 76140 requires community college districts to establish the nonresident tuition fee for
the forthcoming fiscal year no later than February 1 and also prescribes the basis for determining the fee. San
Mateo County Community College District’s fee for the 2011-12 fiscal year was $203 per semester unit (Board
Report No. 11-1-105B). For 2012-13, the Administration recommends that the fee remain at the 2011-2012 rate
of $203, based on the “contiguous district” method prescribed by the Education Code.

Additionally, Education Code Section 76141(a) allows a district to levy a capital outlay recovery fee on students
who are residents as well as citizens of a foreign country. The maximum fee is determined by dividing the
amount actually expended for capital outlay in the prior year by the total FTES (full-time equivalent students).
The maximum 2012-13 District capital outlay fee is calculated at $110 per semester unit. District Administration
recommends the fee for 2012-13 remain at the 2011-12 rate of $9.00.

For comparison purposes, the tentative 2012-13 rates for other local community college districts are shown
below:

Proposed Fee Per Unit
District Nor;_f_%éssldent Eg:riﬁge Base Fee Ol?t?axl/t?zlee Recommended

Contra Costa CCD 2,106 164 213 13 226
Foothill DeAnza CCD 3,958 185 185 22 207
Ohlone CCD 523 181 203 15 218
San Francisco CCD 1,984 186 186 45 231
San Jose/Evergreen CCD 241 179 199 19 218
West Valley/Mission CCD 567 185 190 0 190
San Mateo 443 178 203 9 212
State Average 190

Comparable 12 state average 331

RECOMMENDATION

It is recommended that the Board set the 2012-13 nonresident student tuition fee at $203 per semester unit. It is
recommended further that the Board continue to levy a capital outlay recovery fee of $9 per semester unit and
that no exemptions be made for foreign students enrolled in six units or less, bringing the total nonresident fee to
$212 per semester unit for 2012-13.
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BOARD REPORT NO. 12-1-106B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor-Superintendent

PREPARED BY: Michael Williamson, Interim Vice President of Instruction, Skyline College, 738-4321

ACCEPTANCE OF CALIFORNIA COMMUNITY COLLEGES CHANCELLOR’S
OFFICE CAREER ADVANCEMENT ACADEMY GRANT

The California Community Colleges Chancellor’s Office has awarded the San Mateo County Community
College District, through Skyline College, a Career Technical Education — Career Advancement Academy
grant of $460,000 for the period February 1, 2012 to February 28, 2014. This is a renewal of the Career
Advancement Academy grant received for 2010-11. Skyline College, College of San Mateo and Carfiada
College will join a number of other colleges statewide participating in Career Advancement Academies
(CAA) in a growing number of employment sectors. The CAA initiative is supported by the California
Career Ladders Project. This funding will continue to support the San Mateo County Allied Health Career
Advancement Academy.

Key features of the project will be to:

e Create a coordinated healthcare training pathway in San Mateo which provides access to
underserved populations with multiple entry and exit points.

o Create a “bridge” semester of contextualized basic skills in allied health integrated with
participant support services including the Workforce Investment System.

e Support participant transition to an allied health certificate and/or degree program.

e Connect participants directly with employers and work based learning.

e Create clear pathways for career advancement in allied health.

RECOMMENDATION
It is recommended that the Board of Trustees accept this Career Advancement Academy grant for the

period February 1, 2012- February 28, 2014 in the amount of $460,000 as awarded by the Chancellor’s
Office, California Community Colleges.
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BOARD REPORT NO. 12-1-107B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6510

APPOINTMENT OF MEMBER TO MEASURE G CITIZENS OVERSIGHT COMMITTEE

In September 2010, the Board approved the establishment a Measure G Citizens Oversight Committee.
The committee is responsible for assuring that Measure G funds are expended for the purposes stated in
Measure G, including:

“preserve job training programs in nursing, healthcare, computers, green technology, police and
firefighting; maintain academic subjects including science, English and mathematics; keep
libraries open and maintain library services; prepare students to transfer to four year colleges and
universities; maintain academic counseling programs and other student services; attract and retain
instructors; modernize classroom technology and computer labs; provide equipment and
technology for science labs; and offer classes and labs necessary to meet student demand. None
of the funds will be used for administrator salaries or benefits.”

Due to the resignation of Committee member Jim Hartnett, who was recommended by a local Chamber of
Commerce, it is necessary to appoint a replacement. Staff recommends the appointment of Corey Geiger,
Executive Director of The EDGE, an affiliate under the San Mateo Area Chamber of Commerce. Mr.
Geiger began his career as an electrical engineer and later moved into commercial and operations
leadership, culminating in several corporate senior executive-level roles in telecommunications
infrastructure companies. Mr. Geiger has lived in San Mateo County for seven years and in the Bay Area
for more than 14 years.

RECOMMENDATION

It is recommended that the Board approve the appointment of Corey Geiger to the Measure G Citizens
Oversight Committee.
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BOARD REPORT NO. 12-1-108B

TO: Members of the Board of Trustees
FROM: Ron Galatolo, Chancellor
PREPARED BY: Barbara Christensen, Director of Community/Government Relations, 574-6560

BOARD MEMBER COMPENSATION

SB 214, which was adopted by the Legislature and signed by the Governor in October 2001, allows the
Board to adopt a 5% increase in compensation on an annual basis. Any increase that is approved by the
Board is effective as of the date approved by the Board and may not be retroactive.

In January of 2009, 2010 and 2011, the Board discussed implementation of the 5% annual compensation
increase and unanimously agreed to bypass an increase because of the economic climate.

RECOMMENDATION

Board determined.





