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The Mid-Year Budget Report provides
information about the status of the District’s
Unrestricted General Fund, as well as summary
information about other District funds. It also
provides an overview of the Governor’s January
budget proposal for 2005-06.

2004-05 STATE & LOCAL
BUDGET SUMMARY

On the surface, the 2004-05 State Budget for
community colleges appeared to be a positive step
forward from the previous year when daunting
reductions and a lack of COLA caused most
institutions to make significant cutbacks. The
2004-05 budget included a 2.41% COLA, $80
million in equalization funding (offset by a $31.4
million reduction in Partnership for Excellence
funding), a small amount of growth funding, and
an increase in financial aid funds. Students,
however, felt the burden of an increase in
enrollment fees from $18 to $26 per unit.

The effects of the State budget for the San
Mateo County Community College District are
still not fully known. Budget trailer legislation
was included to hold harmless current “basic aid”
districts from property tax shift provisions in the
2004-05 State budget. District officials had been
assured that although San Mateo was not

considered basic aid, its “self-supporting” status

would qualify the District to be included with
basic aid districts in being held harmless. In other
words, the legislation would protect the District
from losing property tax support. The language in
the legislation, however, was not clear, defining
basic aid districts as those receiving no State
general apportionment.  This District has not
received State general apportionment revenue
since 1997-98.

In the meantime, this fall District officials
reached an agreement with the State Chancellor’s
Office to exempt the District from most growth
and base revenue deficit factors in the State
funding model as long as the SMCCCD continues
to be fully self-supporting through local property
tax and student enrollment fee revenue. Deficit
factors are used when State funds are not available
to fund the full amount entitled to districts. For
example, early information indicates that the State
will experience a $50 million shortfall in 2004-05
due to overestimated property tax and enrollment
fee revenue. This deficit could result in a deficit
factor of approximately .9%. The impact on this
District of a .9% deficit factor would be
approximately $800,000.

The agreement reached between the District
and the State Chancellor’s Office was retroactive
to 2001-02 and the total one-time District revenue
for 2001-02, 2002-03, and 2003-04 is estimated at
$1,750,000. The agreement resulted in a favorable

outcome for the District, providing local property
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tax funding to serve its students. The District also
attempted to secure an exemption from the cap
placed on FTES funding, which would have
provided an additional $3 million in growth

funding, but that initiative was not successful.

ERAF & the “Triple Flip”

For several years, the San Mateo County
Community College District has been in the
unique position of being self-supporting through
local property tax and student enrollment fee
revenue. A portion of the local property tax
money that the District received was from ERAF
(Educational Revenue Augmentation Fund).
Implemented in 1992-93, ERAF legislation
required a portion of local property tax revenue to
be redirected to the District. This lowered the
State obligation to the District but did not increase
its funding.

Last year, the maximum ERAF revenue the
San Mateo County Community College District
was entitled to receive approximated $18 million.
Approximately $14 million was returned as a
result of the revenue limit computation set by the
State. Without the availability of this ERAF
funding, the District would have been reliant upon
State apportionment revenue for the past several
years.

The 2004-05 State budget included a shift of
$492.6 million in ERAF funding designated for
school districts to local governments, which was
offset by an equal amount of State apportionment
funding for schools. The shift, termed the “triple

flip” was implemented to compensate for the loss

of revenue to cities and counties as a result of the
vehicle license fee (VLF) reduction and the sales
tax to support the State bonds.

Complicating the situation, changes to the
community college funding model included
folding in categorical allocations, such as
Partnership for Excellence and Equalization, to the
computation base revenue limit for each district.
The budget trailer legislation language was also
written with the intent to exempt or hold harmless
self-supporting districts from what would have
been a sharp increase in base revenue limits—an
action that might have changed the self-supporting
status for some community college districts. The
addition of Partnership for Excellence and
Equalization funds to this District’s base revenue
limit would delay the ability to reach “basic aid”
status for many years.

In December, the State Chancellor’s Office
submitted the District’s 2004-05 base revenue
limit estimate to the County of San Mateo. The
new budget analyst in the State Chancellor’s
Office, who was unaware of San Mateo’s unigue
circumstances, folded Partnership for Excellence
and Equalization revenues into the District’s
estimated base revenue limit for 2004-05.

The San Mateo County Controller has initially
interpreted the budget trailer language to exclude
the SMCCCD from being held harmless. This
interpretation, if not reversed, will result in the
elimination of $4 million in ERAF funding. This
situation, combined with an accompanying decline
in local property tax revenue ($6 million), may

result in the District’s reliance on State general
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fund apportionment in 2004-05 and cause the
District to no longer be self-supporting. It should
be noted that the interpretation of the County
Controller is preliminary and has not been made

final at this time.

2005-06 BUDGET PROPOSAL

Governor’s 2005-06 Budget Proposal

On January 10, 2005, Governor Arnold
Schwarzenegger revealed his 2005-06 budget

proposal.

The Good News

The good news in the Governor’s proposal is
an increase in community college funding for
2005-06 by $373 million (7.4% increase), which
includes a 3.93% cost-of-living adjustment
(COLA), 3% for enrollment growth, and for basic
skills, EOPS, DSPS, and matriculation a 3.93%
COLA and enrollment growth of 1.89%. The
proposal also includes a “set-aside” of $31.4
million, which is the amount of Partnership for
Excellence funds vetoed in the last budget. The
set-aside is pending review of the Board of
Governors’ recommendations on the issue of
district-specific accountability measures.

Of significant importance is the fact that the
Governor’s budget proposal does not include
student fee increases. Last year the Governor
promised a gradual and predictable fee growth

policy. The fee increase in 2003-04 was 66%,

followed by another increase in 2004-05 of 44%.

For 2005-06 no increase is being proposed.

The Bad News

The Governor’s budget proposal also includes
some bad news. The proposal did not include
additional ongoing funding for Equalization. In
2004-05, $80 million was allocated to assist in
minimizing the revenue per FTES differences
between districts. At that time, it was anticipated
that additional funding would be made available in
2005-06, and it was expected and that the funding
would continue until the full cost of implementing
Equalization (over $200 million) would be
attained.

The Governor also proposed shifting $469
million in State STRS payments to school districts,
without a corresponding increase in funding under
Proposition 98. For many years the State has paid
a portion of the employer contribution to STRS,
and since those payments were not made directly
to school agencies, they were not included in
Proposition 98 funding. For this District, the
Governor’s STRS proposal would increase benefit
costs by over $1 million.

Included in his budget proposal, the Governor
proposes to no longer offer PERS defined benefit
retirement programs to new employees hired on or
after July 1, 2007. Defined benefit retirement
programs are those which are based on a pre-
determined benefit at the time of retirement. The
Governor’s proposal calls for establishing defined
contribution plans that pay benefits based on

market earnings. The proposal would permit
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current employees to transfer a sum equal to the
member’s interest in the defined benefit plan to a
defined contribution plan.

The Governor’s budget proposal not only
reneges on the $2 billion “deal” that limited the
cut to Proposition 98 funding to $2 billion in
2004-05, but it also proposes to make structural
changes to the State Constitution involving
Proposition 98 and the State budget process. The
policy changes include: (1) capping the current
amount owed to Proposition 98 due to prior
actions by the State, (2) eliminating the
maintenance factor (requires that funding
shortfalls are eventually restored), (3) eliminating
the provision that allows the Legislature to
“suspend” the minimum funding guarantee, and
(4) overriding the minimum funding guarantee
with a requirement that the State impose across-
the-board spending cuts on all State programs
whenever the Legislature fails to pass a balanced
State budget by a specified deadline. While
schools contend that the proposal compromises the
State’s guaranteed commitment to public
education, the administration believes that the
proposal will smooth out the level of funding
growth and enable the State to more effectively

adjust to economic exigencies.

A Review of Proposition 98
Proposition 98 is a State constitutional
amendment approved by the voters in 1988 (and
later amended by Proposition 111), which
establishes minimum funding levels for K-14

education. Proposition 98 currently provides K-14

education with more than 40% of the State’s
budget.  There are currently three tests which
determine the minimum level of K-14 funding:

Test 1: Guarantees that K-14 education’s
funding will not fall below a certain percentage.
This test was only used in the first year of
Proposition 98.

Test 2: Provides that K-14 education will
receive, as a minimum, its prior-year total funding
adjusted for enrollment growth and COLA (per-
capita personal income).

Test 3: Provides an alternative calculation of
the funding base in years in which State per-capita
general fund revenues grow more slowly than per-
capita personal income.

In order to make up for the lower funding
level under Test 3, in subsequent years K-14
education receives a maintenance allowance equal
to the difference between what should have been
provided if the revenue conditions had not been
weak and what was actually received under the
Test 3 formula. This maintenance allowance is
paid in subsequent years when the growth in per-
capita State tax revenue outpaces the growth in
per-capita personal income.

Under Test 3, funding growth is automatically
reduced, but Proposition 98 can also be suspended
any time with a two-thirds vote of the Legislature
and approval by the Governor. Following a
suspension, the formula provides for funding to
eventually get back on track via a “maintenance
factor,” but the funding lost in the meantime
cannot be recovered. The reduced funding levels

of Test 3 and suspensions coupled with the
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increased funding levels of Test 2 and the
maintenance factor can cause large swings in
funding.

In 2004-05, funding for K-14 would have
grown by $4 billion due to increasing enrollment
and growth in per capita personal income ($2
billion) and the maintenance factor deferred by the
Legislature in 2001-02 and 2002-03 ($2 billion).
Excluding community college leaders from the
discussion, the Governor negotiated with K-12
leaders to propose a $2 billion maintenance factor,
thereby “rebasing” K-14 education funding.
Because 2004-05 State revenue increased over
budgeted revenue, Proposition 98 and the “deal”
require that the Legislature appropriate $1.1
billion to education. The Governor, instead,
proposed that the funds be used to address the
State’s budget deficit.

The Governor has proposed in his 2005-06
budget proposal that the ongoing cut from the
2004-05 “deal” be increased from $2 billion to
$3.1 billion, which includes rescinding a $300
million “reserve” previously set aside in the 2004-
05 budget and the increase that schools should
have received under Proposition 98 for 2004-05
increased revenues. His proposed changes to the
State Constitution under Proposition 98 caps the
amount owed to education, thereby eliminating
any hope of restoring the $3.7 billion in
cumulative cuts remaining after 2005-06. It also
eliminates the maintenance factor, and allows the
Legislature to “suspend” the minimum funding
guarantee while instead imposing across-the-board

spending cuts. Instead of having a ratchet-up

mechanism, where one year’s funding becomes
the next year’s base, there would be a ratchet-
down mechanism, where reductions would be

included in the next year’s base.

Highlights of Governor’s 2005-06 Budget Plan

Following is a brief summary of details of the
Governor’s Budget Proposal as it relates to
community colleges:

COLA - $195.5 million for a 3.93% cost-of-
living adjustment including basic skills, EOPS,
DSPS, and Matriculation.

Growth — $136.7 million for 3% enrollment
growth and statutory enrollment growth of 1.89%
for basic skills, EOPS, DSPS and Matriculation.

Equalization — no augmentation

Proposition 98 — The share to community
colleges improved from 10.25% to 10.35%. Also
major structural changes, as detailed on Pages 4
and 5, were proposed.

Student Fees — no increase

Retirement — Shift of $469 million in STRS
retirement payments to schools without funds to
offset costs.  Also includes shift for new
employees from defined benefit retirement
programs to defined contribution programs.

Economic Development - $20 million in one-
time funds to increase coordination between
community colleges and high schools for fully
articulated, industry-driven career technical
education curricula.

Accountability - $31.4 million set-aside for

potential restoration to community college
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apportionments, pending the outcome of the Board
of Governors’ recommendations this Spring.

Capital Outlay — $263 million from State
bond funds for 50 community college projects.
For the San Mateo County Community College
District, this includes close to $4 million for the
Library/Learning  Resources/Student  Services
Center at Cafiada College, the Student Services
consolidation at College of San Mateo, and the
Allied Health Vocational Training Center at
Skyline College.

SMCCCD 2005-06 BUDGET PLANNING

Amidst the uncertainties surrounding the
current year’s budget for this District and
uncertainty surrounding the 2005-06 State budget,
the District continues with the collective
bargaining process to bring closure to the
District’s largest expense category—
compensation. Without a clearer picture of the
District’s revenue, proceeding with collective
bargaining negotiations and with budget planning
for 2005-06 has been a challenge.

The District is still waiting to learn the
outcome of the County Counsel’s final
interpretation of the legislative budget trailer
language to determine if the County Controller’s
decision not to hold SMCCCD harmless with
regard to property tax reductions should be

reversed or modified.

Enrollment

Until the District is in basic aid status,
enrollment growth will continue to be a significant
factor in determining the District’s funding.

Although Fall enrollment declined, the District
is currently projecting a slight increase in funded
enrollment for 2005-06. In order to sustain funded
enrollment, the District may shift some FTES for
the Summer of 2005 to fiscal year 2004-05.

A detailed historical chart of FTES is located
on page 82. The final column of the chart reflects
FTES for Summer 2004, Fall 2004, and a
projection for Spring 2005.

Tax Revenue Anticipation Notes (TRAN)
Property taxes to support the District’s
operation are received in December and April of
each year. Each year, the District issues Tax
Revenue Anticipation Notes (TRAN) to provide
the necessary cash flow to fund District operations
prior to the receipt of property tax revenues. In
most years, the District issues $10 to $15 million

in tax exempt notes to cover the District’s needs.
Due to the County’s requirement to return
ERAF funds in December, as a result of the
County Controller’s interpretation of the hold
harmless legislation, and the additional uncertainty
of State apportionment receipts, the District’s cash
needs are critical. It may be necessary for the
District’s general fund to temporarily borrow cash
from its other funds in addition to using TRAN

proceeds.
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Increased Costs

Increased expenditures for employee benefits
will be included in the 2005-06 expenditure plan
as budget planning commences.

On January 1, 2005 health care premiums
increased an average of 18%. Increasing the
employee medical cap is likely to take place as
part of the negotiated compensation agreement
with employee groups. For the first time, the
medical premium rate for PERS Care for single
employees exceeds the employee medical cap.
For the past few years, two-party and family
health care premium rates have exceeded the
employee medical caps.

Another more substantial increase in
employer-paid benefits is the State Teachers
Retirement System (STRS) pension fund. As
mentioned previously, the Governor’s proposal to
shift STRS payments to school districts will cause
a 2% increase in the STRS employer contribution
rate—from the current 8.25% to 10.25%. This
shift could cost the SMCCCD over $1 million.

The Department of Finance has estimated that
the employer contribution rate for the Public
Employees Retirement System (PERS) will be
10.2% for 2005-06, which is estimated to increase
costs by approximately $65,000. The 2004-05 rate
was 9.952%. The PERS Board will not adopt an
official rate until their May 2005 Board meeting.

Committee on Budget and Finance

The Committee on Budget and Finance meets

twice each month. Committee members receive

regular updates on the budget and actively
contribute to the dissemination of information to
their respective constituencies.

The members of the Committee for 2005-06
include Rick Ambrose (CSM Academic Senate),
Anyta Archer (Skyline CSEA), Kathy Blackwood
(Chair), Eloisa Briones (Skyline Budget Office),
Dick Claire (Cafiada Academic Senate), Kiiausha
David (Skyline Associated Students), Chris Eden
(CSM Associated Students), Jim Keller (District),
John Kirk (AFT), Peggy Lew (Cafiada Budget
Office), Virgil Stanford (CSM Budget Office),
Jozsef Veres (AFSCME), Terry Watson (Cafiada
CSEA), Linda Whitten (Skyline Academic
Senate), and Nancy Witte (CSM CSEA).

Currently, the Committee is in the process of
developing a new resource allocation model. For
discussion purposes, a variety of scenarios have
been developed based on desired principles
identified by the Committee earlier this year. The
Committee plans eventually to recommend to the
District Shared Governance Committee a model
that can be used both in years of enrollment

growth as well as in years of decline.

2005-06 Budget and Planning Calendar

On January 26, 2005, the Board of Trustees
approved the 2005-06 Budget and Planning
Calendar, as developed by the Committee on
Budget and Finance. The Budget & Planning

Calendar can be found on Pages 84-86.
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2004-05 HIGHLIGHTS

Although the budget is the main focus of this
report, it is important to mention the many
activities that have taken place during the Fall

semester, as well as plans for the near future.

Capital Improvement Program

The District is mid-way through the planned
five-year ~ Capital  Improvement  Program.
Construction contracts have been awarded for two
of the three campus flagship projects and
construction is now underway. Both of these
projects are being delivered via the Design Build
Delivery Method, as authorized under ABZ1000.
San Mateo continues to be the only district to
move forward with projects under Design Build
Delivery Method, although three Districts were
authorized to do so under this legislation. The two
flagship projects now underway are Skyline
College’s Student Services and Community Center
with Science Annex (Buildings 6/7A), and College
of San Mateo’s Science Building (Building 36).
An additional Design Build project, the
Districtwide Athletics Facility Upgrade Project,
was also awarded this year and is now
approximately 50% complete. The Division of
State Architect (DSA) is in the final review
process of Cafnada College’s flagship project, the
Library Learning Resources Center (Building 9).
The District expects to award a construction
contract this summer. Due to a significant State

funding component, this project is being delivered

via the traditional Design-Bid-Build Delivery
Method.

In addition to these exciting flagship projects,
many other projects are underway or have been
completed this year around the District. A
calendar of major capital improvement projects
showing timelines for design, construction and
completion can be found on Page 50. A brief
recap of campus activities follows.

The main gateway to Cafiada College saw
major upgrades during the fall, with repair of the
Plaza at Bldg. 8, new landscape and hardscape,

and several accessible ramps around the campus.

New ADA Ramps at Cafiada College

Replacement of the Campus Fire Alarm
system will be complete and the new system tested
over the Spring break. The second phase of work
at the Theater Building is now complete, and a
third phase focusing on faculty offices is
scheduled for this summer. This faculty office
project will also include offices located in
Building 13, as well as administrative offices in

the Administration Building. Chevron Energy



San Mateo County Community College District

2005-06 Mid-Year Budget Report

Services (CES) is now installing Zone Level
Controls for improved energy efficiency, air
In Spring 2005,

CES will begin expansion of the campus chiller to

quality and occupant comfort.

provide air-conditioning to the Library Learning
Resources Center and other buildings in the future.

College of San Mateo has several projects
under construction, including major infrastructure
upgrades to service the new Science Building,
Regional Public Safety Center and Athletic
Facilities. This work will be complete by Spring
2005. A major general lecture classroom facility,
Building 18, is now undergoing seismic retrofit
and modernization and is scheduled to be
completed in Winter 2006. Final testing of the
new fire alarm system is scheduled later this year.
The Regional Public Safety Center is currently out
to bid, with a construction contract award expected
in March 2005. CES will complete campus
energy efficiency upgrades by spring. The new
synthetic turf football field opened for the first
game of the 2004 season, and the new synthetic
turf baseball field opened in February for the first

game of their season.

Construction of New CSM Synthetic Turf Baseball Field

The lower level of Building 9, primary home
to the KCSM operations and team, will undergo a
tenant improvement project, allowing
consolidation of Building 9 KCSM team members
and those currently housed in Building 34. DSA
approval of the plans is expected shortly, and the
project will be bid this spring. This summer,
classrooms in Building 16, a general lecture
classroom facility, are scheduled to receive a
“facelift” including paint, flooring, window and
acoustic treatments and new furniture. The Child
Development Center will also undergo renovation
this summer.  Several roofs will be replaced
around campus, and the signature feature of the
campus, the main quad fountains, will be
reconditioned.

Winter break was an especially busy
construction period at Skyline College.
Significant hazardous materials remediation took
place in Buildings 3 and 8; infrastructure and
demolition work associated with the campus
flagship project took place; repair of the
underground heating hot water loop system was
made; and relocation of an underground gas line
was accomplished.

The Pacific Heights facility renovation is
nearing completion. Occupants in Building 8 will
move into their temporary facilities this spring.
The Building 3 Seismic Retrofit and
Modernization project was successfully bid within
budget, and authorization to award a construction
contract is expected from the Public Works Board
(PWB). The Building 8 Seismic Retrofit and

Modernization project was DSA approved in
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January 2005, and authorization to proceed to bid
is also expected from the PWB. Finally, CES is
50% complete with zone level controls at this

campus.

Demolition Work for New Skyline
Student Union Building/Science Wing

Districtwide, program management activities
are ongoing, including pre-qualification of
contractors and implementation of communication
and outreach programs of various types to both the
Colleges and the greater community. Website
postings, e-mails, media reports, and telephone
calls are some of the tools used to reach out to
The

Program Management Team, including District

potential bidders and interested parties.

Facilities and Swinerton Staff, have made
presentations to various constituents including the
Bond Oversight Committee, the local Buildings
bond
representatives of the State Chancellor’s Office

and Trades Council, rating  firms,

and the Community College Facilities Coalition

California Convention in Sacramento.

Coordination of bid dates with other local districts
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has helped maximize bid participation and
competition.

The following chart shows the recent history
of capital improvement project budgets for each

site and for Districtwide projects:

Capital Projects Budget Summary
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A complete financial summary of Capital
Outlay projects is located on Pages 52-54. The
projected cash flow for the Bond Construction
Fund is illustrated on Page 60.

Bookstores

The Skyline and College of San Mateo
Bookstores were spruced up over the summer,
receiving new carpeting, paint, and lighting.
Cafiada’s Bookstore will be renovated during
Spring 2006.

Our new Director of Bookstore Operations,
Tom Bauer, is now on board and is starting to
coordinate the many changes the Bookstores will
The

Bookstore’s point-of-sale (POS) system is getting

undergo over the next several years.

old and the equipment is failing. We expect to
issue a request for proposals (RFP) for a new
system this Spring with the hopes of having it up

and running during the Fall.
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Faculty/Staff Housing Project

On October 25, 2004, groundbreaking
took place for College Vista, a 44-unit multi-
family rental housing development for faculty and
staff. The project, located on Lower Lot 17
adjacent to the District Office, is scheduled for
occupancy by Fall 2005. Rents are anticipated to
be significantly below market rate, and it is
planned that faculty and staff will be able to live in

the apartments while saving for a down payment

on a home.

College Vista Groundbreaking
October 25, 2004

Payroll Implementation

A large project is currently underway to bring
payroll in-house rather than through the County
Office of Education. Several months ago, the
County notified the District that they would be
purchasing a different hardware and software
system associated with, among other things,
The County Office of

Education indicated its plan to spread the cost of

payroll processing.

the new system across the districts. The estimated

annual increase in costs for this District would be
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approximately $200,000. Because the District has
the capability within its Banner system to produce
its own payroll, the District decided to begin
implementation of in-house payroll with an
effective date of January 1, 2006.

In December, the County Office of Education
tentatively approved the District’s request to
become “fiscally accountable,” which is required
in order for the District to produce its own payroll.
After July 1, 2005, the District will continue its
relationship with the County; however it will be
working directly with the County Controller
instead of the County Office of Education. In-
house payroll will be implemented on January 1,

2006.

Other Banner System Initiatives
Staff in ITS, Administrative Services, and
Human Resources have also been actively working

on a variety of projects to streamline and improve

operations.
In Human Resources, a new electronic
personnel action form has recently been

implemented, which will eliminate the processing
of paper documents and improve efficiency.
The

implemented a portion of the grants module,

Grants department has recently
which enables the automatic monthly recording of
revenue accruals. This has previously been a
time-consuming manual process that took place
during year-end close.

In Accounting, plans are underway to create a
second chart of accounts to accommodate the

move to Banner Finance of Auxiliary accounting
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operations (Bookstore, Cafeteria, and Associated
Students), which are currently managed via a
variety of software packages, such as Quick

Books, Peachtree, etc.

New Telephone System

The District is currently in the bid process for
purchasing a new telephone system, which will be
funded through bond proceeds. The current
ROLM system is approximately 15 years old, and
its technology is outdated. Four vendors are
currently being considered by a committee of
experts. It is anticipated that the phased
implementation of the system will be completed in

early Fall 2005.

Labor Negotiations

Collective bargaining for all employee groups

is currently taking place. The District contracted

with  Industrial Employers and Distributors

Association (IEDA) for a three-year period to

provide consultation and “at-table” collective
bargaining representation on the District’s behalf.

The District is committed to providing fair and

equitable compensation that is competitive with

Each

adjustment in compensation for all employees

neighboring  districts. one-percent

costs the district approximately $785,000.

Museum of Tolerance
On May 29, 2002, the Board of Trustees
approved an annual allocation of $50,000 to

continue Museum of Tolerance training and

12

follow-up activities for District employees and
trustees.
2000, the

Community College District has sent nine groups

Since San Mateo County
of 20 employees to the Museum of Tolerance
training in Los Angeles. A tenth group of 20
employees are scheduled to visit the Museum of
Tolerance on April 3, 4 & 5, 2005 and an eleventh

group will visit in October 2005.

2004-05 MID-YEAR BUDGET STATUS

Revenues
The District’s revenue received to date in
2004-05 declined compared with the same quarter
in 2003-04. This is due primarily to the return of
The

following chart provides a revenue summary for

ERAF revenue to the County in December.

the Unrestricted General Fund:

Unrestricted General Fund Revenue

% of
2004-05 12/31/04 Total
Budget Actuals Budget
Base Rev. $78,529,700 | $43,357,570 55.21%
PFE 3,552,400 1,669,890 47.01%
Equalization 779,600 779,601 | 100.00%
Lottery 2,400,000 0 0%
PT Faculty Comp. 1,238,500 488,008 39.40%
Apprenticeship 356,000 164,589 46.23%
Non-Resident Tuition 1,650,000 1,425,419 86.39%
Interest 700,000 441,581 63.08%
Misc. 526,100 509,577 96.86%
Total Projected
Revenue $87,732,300 | $48,836,235 55.67%
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Expenditures

Unrestricted general fund expenditures for the
second quarter increased by less than 4% over
second quarter 2003-04. This is due primarily to
step and column increases, as well as the increased
cost of benefits. It should be noted that salary
negotiations for 2004-05 are still pending.

The financial tables included in this report
include actual expenditures for each fund and
location as of December 31, 2004, as well as
comparisons to three previous years.

A summary of expenditures and transfers by
site for the Unrestricted General Fund is included
in the chart below. Note that in addition to
Districtwide expenditures, Central Services also
serves as a holding account for some allocations to
be transferred to the sites at the end of the fiscal
year (i.e. formula adjustments). In addition, the
District 4% contingency reserve account, in the
amount of $3,589,292 is reflected in Central

Services.

Unrestricted General Fund Expenditures

% of
2004-05 12/31/04 Total
Budget Actuals Budget
Cafiada
College $12,495,902 $6,038,484 48.32%
College of
San Mateo $29,116,039 14,240,329 48.91%
Skyline
College 20,392,559 10,474,104 51.36%
District Office 12,555,652 5,967,966 47.53%
Central
Services 25,119,838 7,553,733 30.07%
Total
Expense
Budget $99,679,990 $44,274,616 44.42%

13

The chart which follows shows the breakdown
of Unrestricted General Fund expenditures by

major account as of December 31, 2004.

Expenditures by Major Account

Capital
Operating Outlay
Expenses 1% Transfers

4%

Academic
Salaries
42%

Classified
Salaries
21%

9%

L

Supplies
2%

Benefits
21%

Transfer of Funds

Title 5 regulations require the Board to approve
transfers between expenditure classifications made
after final adoption of the budget. District Rules and
Regulations, Section 8.11, specifies that budgetary
transfers will be authorized only when expenditures
in certain object accounting classifications are in
excess of the amounts budgeted and when there are
amounts in other object classifications that will not
be required for expenditures in those classifications.
In addition, District Rules and Regulations, Section
8.02, requires a report on funds accepted on behalf
of the District. The resulting changes to the final
adopted budget are submitted to the Board semi-
annually.

The following paragraphs summarize transfers
submitted by the District units to realign individual
line-item account classifications and to provide
All budget

transfer detail is maintained on the Banner finance

flexibility within budget allocations.

system, providing necessary documentation to
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support the summary report submitted to the Board
for approval.

Increases and decreases in major line item
object accounts are shown for both income and
expenditures. Explanations for changes made after

the adoption of the final budget are provided.

General Fund (Unrestricted) — Fund 1
Adjust the EXPENDITURE amounts in the

following classifications:

1000 Academic Salaries $1,817,870
2000 Classified Salaries (643,425)
3000 Employee Benefits (17,035)
4000 Materials & Supplies (919,372)
5000 Operating Expenses (60,028)
6000 Capital Outlay 79,339
7000 Other Outgo 17,035
Total $274,384

Adjust the REVENUE amounts in the following

classifications:

8800 Local Revenues 269,294
8900 Other Sources 5,090
Total $274,385

The increase in expenditure and revenue budgets in
the Unrestricted General Fund relate primarily to
the following: (1) Cafada’s facility rental
agreement with San Francisco State University, (2)
an increase in the estimated interest payment on the
taxable TRAN, and (3) the sale of surplus property.
Large changes in the expenditure budgets are a
result of the transfer of site ending balance funds to

hourly teaching accounts at the campuses.

Debt Service Fund — Fund 25
Adjust the EXPENDITURE amounts in the
following classification:
7000 Other Outgo

331,588
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Total $331,588

Adjust the REVENUE amounts in the following

classifications:

8800 Local Revenues 72,947
8900 Other Sources 258,641
Total $331,588

Increases in the Debt Service Fund budget were
completed to record Certificate of Participation
(COP) payments from the Bookstore and from

Redevelopment.

General Fund (Restricted) — Fund 3

Adjust the EXPENDITURE amounts in the
following classifications:

1000 Academic Salaries $116,569

2000 Classified Salaries 142,798

3000 Employee Benefits 13,587

4000 Materials & Supplies 33,723

5000 Operating Expenses 143,025

6000 Capital Outlay 12,296
7000 Other Outgo 59,285
Total $521,283

Adjust the REVENUE amounts in the following

classifications:

8100 Federal Revenues $28,365
8600 State Revenues 273,353
8800 Local Revenues 174,600
8900 Other Sources 42,965
Total $521,283

Increases in the Restricted General Fund budget
occurred as a result of new external programs and

grants.

Capital Outlay Projects Fund — Fund 4

Adjust the EXPENDITURE amounts in the
following classifications:

2000 Classified Salaries 27,027

3000 Employee Benefits 10,426
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4000 Materials & Supplies 81,700
5000 Operating Expenses 1,451,224
6000 Capital Outlay (2,440,300)
7000 Other Outgo 869,923
Total $0

Adjust the REVENUE amounts in the following

classification:

8900 Other Sources 7,377,894
Total $7,377,894

The increase in revenue in the Capital Projects
Outlay Fund relates to the sale of land at Skyline
College. The expenditure budget was not increased
by a corresponding amount because there are no

plans to spend these funds this fiscal year.

Child Development Fund — Fund 6

Adjust the EXPENDITURE amounts in the
following classifications:

1000 Academic Salaries $27,971

3000 Employee Benefits 5,538
Total $33,509

Funds for this increase in expenditure will come
from the available fund balance in the Child

Development Fund.

OTHER FUNDS

RESTRICTED GENERAL FUND

The Restricted General Fund includes all
specially funded programs which are restricted in
their use by law, regulations, donors, or other
outside Federal, State, and Local agencies. A list

of the revenue adjustments which have been made
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since adoption of the final budget is shown on page
42.

Parking Fund

The current Parking Fee is $30 for a full
semester and $20 for summer. Parking fee
revenue decreased by approximately 7% from
2003-04, which is due the decline in enrollment.
Parking citation income was added to the Parking
Fund this year.

Parking revenue does not currently cover all
eligible parking-related expenses. Raising the
parking fee to $40, as permitted by the Education
Code, would help the District to cover more of the
related expenses. A fee increase proposal has
been considered but has not been recommended at

this time.

Health Services Fund

The Health Services Fee is $13 per semester.
Similar to the Parking revenue decline, Health
Services fee revenue also decreased by
approximately 7% from 2003-04.

Health Services operational costs exceed
revenues, and while the State should provide the
difference through mandated cost reimbursements;
the State has continued its suspension of all
mandated cost reimbursements. The Governor’s
budget proposal includes a small amount of
funding for mandated cost claims; however
increases to the funding (from Proposition 98)
would require reductions in other areas. In the

meantime, the Health Services operations rely on
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donations and college support to assist in

maintaining services to students.

CAPITAL PROJECTS FUND

The Capital Projects fund consists of all
capital improvement projects funded through a
variety of sources. Included in this fund is a sub-
account called the Bond Construction Fund, which
was established for deposit of proceeds from the
sale of bonds.

The adjusted budget for the total Capital
Projects Fund is $204,918,023. Of that amount,
the Bond Construction Fund
$130,808,964. Project expenditures for all capital

amounts to

projects funds as of December 31, 2004 were
$24,757,769.

The District issued Series B ($70,000,000) of
its Measure C general obligation bond on February
9, 2005. The District was rated by Moody’s at
Aa2 and Standard and Poor’s at AA, two of the
best community college ratings in California. Due
to the excellent ratings and the favorable
investment climate, the District’s total cost for this
series ended up at 4.52%, one-half percent less
than Series A. This means the District is able to
keep the taxpayers’ property tax rate the same at

$7.14 per $100,000 assessed valuation.

ENTERPRISE FUND
Bookstore
The

operations for the first six months of the fiscal

following data reflects Bookstore

year beginning June 1, 2004 through November
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30, 2004, including Summer session and Fall

semester sales.

Bookstore Sales 2003-04 2004-05 Change
Regular Sales $4,045,607 $4,074,988 $29,381
Computer Sales 48,472 52,772 4,300
Total Sales $4,094,079 $4,127,760  $33,681

Both regular merchandise sales and sales of
computer products increased, which was expected

because Carfiada College did not offer a full

Summer session in 2003-04. Included in
Computer Sales is the Bookstore-supported
Computer Loan-to-Own Program. There are

currently 74 participants in this program. Funds
are available for additional loans, and there is

currently no waiting list.

Bookstore 2003-04 2004-05 Change
Total Sales $4,094,079  $4,127,760 $33,681
Other Income 73,518 70,584 -2,934
Total Income $4,167,597  $4,198,344 $30,747
Cost of Goods
Sold $3,070,685  $3,101,035 $30,350
Operating
Expenses 957,411 1,003,607 46,196
Total Expenses $4,028,096  $4,104,642 $76,546
Net Income $139,501 $93,702 $-45,799

Total income (sales, interest, and other

income) increased by .7% over last year. This is
offset by a 1% increase in the cost of goods sold.
Operating expenses (excluding cost of goods sold)
increased by 4.8% over this same period in 2003-
04 due to increased cost of benefits. Net income

decreased by 32.8%.
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Bookstore financial statements are located on
Page 63.

Cafeteria
Fresh & Natural continues to operate food
The

College of San Mateo has both food services and a

services at the three District campuses.

satellite food operation (kiosk) to serve the central
The

contractors are Pepsi Bottling Group and Action

campus. District’s vending services

Vending.

Cafeteria 2003-04 2004-05 Change
Food Service
Income $28,134 $21,694 $-6,440
Vending Income 51,949 35,626 -16,323
Interest Income 9,132 8,402 -730
Total Income 89,215 65,722 -23,493
Expenditures 83,539 62,908 -20,631
Net Addition to
Capital $5,676 $2,813 $-2,862

Food Service commissions and vending
commissions have decreased by 22.9% since
2003-04. Vending income has decreased by
31.4%, primarily due to a timing issue in receipt of
the payment. In addition, soda product pricing
increased from $1 to $1.25, which may have
affected consumer demand. Interest income has
decreased slightly from the prior period due to a
decrease in the amount of cash available for
investment purposes.  The decrease to the net
addition to capital, including restricted vending

income, is 50.4%.
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While income from the food service and
vending contracts enables the District to provide
services to students and staff, the program must be
self-supporting. The Cafeteria fund provides for
the long-term maintenance and upgrade of aging
facilities and equipment, as well as expenses
relating to the ongoing operational requirements
under the food service and vending contracts.

Cafeteria financial statements are located on

Pages 65.

DEBT SERVICE FUND

The purpose of a Debt Service Fund (Page 37)
is to account for the accumulation of resources for,
and the payment of, general long-term debt and
long-term leases. Revenue to this fund comes
from the general obligation bond as well as the
recently issued certificates of participation.
Certificates of participation were issued for the
purpose of funding improvements to the District’s
athletic facilities, construction of College Vista
(the faculty and staff housing complex), and
The

certificates of participation will be paid back from

construction of Bookstore facilities.

rent  proceeds, Bookstore revenue, and

redevelopment funds received each year.

CHILD DEVELOPMENT FUND

The two primary sources of revenue for the
Child Development Fund are State funding for
children who qualify for subsidized care and
Board-approved fees assessed for non-subsidized
children. College of San Mateo and Skyline

Colleges operate under a single General Center



San Mateo County Community College District

2005-06 Mid-Year Budget Report

Child Care agreement that serves toddlers and

preschool children. Cafiada College has
subcontracted its portion of the General Center
agreement and its State Preschool agreement to
Redwood City School District for 2004-05.
Although the tables included for the Child
Development Fund (Pages 68-72) indicate a
current deficit in the fund, a positive balance is
The deficit

shown is due to an accounting entry that was made

projected for the end of the year.
during the first half of the year. State revenue

payments are expected to arrive shortly.

TRUST FUND (Student Aid)

Awards for Fall 2004 are reflected in this
report and total $2,873,584, a decrease of $33,323
Additional Fall
2004 awards, along with those for Spring 2005,

over the same period last year.

will be processed during the second half of the

year.

RETIREMENT RESERVE

With adoption of the 2004-05 budget, the
Board approved a transfer of $1,500,000 from the
general fund into the retirement reserve account.
It is expected that the fund balance will be
approximately $22 million at the end of the current
fiscal year.

An actuarial analysis conducted by Milliman,
Inc. revealed significant increases in the District’s
liability. The report indicated that an annual
payment of approximately $7 million would be
needed to fully fund retiree benefits costs for
Because the

current and retired employees.
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District cannot afford to fund the recommended
amount, the annual contribution was set at $1.5
million beginning in 2002-03.

Currently, all retirement medical premiums
are funded from the Unrestricted General Fund.
The benefits provided to the District’s retirees are
not affected by the balance in this account. The
fund was established to meet future needs and to
lessen the burden on the general fund.

New regulations under GASB 45 will require
that the post-retirement medical benefits
obligation be shown on the District’s financial
statements beginning in 2007. This obligation has
not previously been accrued as a liability. Doing
so will show that the District’s fund balance will
be negative and may affect the ratings on future

bonds.

ASSOCIATED STUDENTS
Total income and expense for the Associated
Student Body at each College for the second

quarter are listed below:

Canada College 2003-04 2004-05 Change
ASCC Income $45,224 $48,571 $3,347
ASCC Expenses 24,732 17,386 -7,346
ASCC Net Income $20,492 $31,185 $10,693

College of San

Mateo 2003-04 2004-05 Change
ASCSM Income $96,222  $149,900 $53,678
ASCSM Expenses 46,430 59,016 12,586
ASCSM Net
Income $49,792 $90,884 $41,092

Skyline College 2003-04 2004-05 Change
ASSC Income $66,468  $110,134 $43,666
ASSC Expenses 20,810 27,327 6,517
ASSC Net Income $45,658 $82,807 $37,149
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Activity card sales are the major source of
income for the Associated Students. The large
increases in income for College of San Mateo and
Skyline are due to earlier than typical recording of
student body card income. Cafiada Associated
Students will record current student body card
activity income in the next quarter. Another factor
for the increase in income at all three colleges is
the increase in the fee for the student body card
from $5 to $8 this year.

Expenditures of the Associated Students
include normal operating expenses (office
supplies, activity card, and other miscellaneous
expenses) as well as student programs,
scholarships, and club assistance supporting

campus life.

The ASB financial statements and summaries
of College ASB activities, as submitted by the
Colleges, are included on pages 87-101 of this

report.
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San Mateo County Community College District Funds

Governmental Funds

General Fund - Unrestricted
Fund 1

General Fund - Restricted
Fund 3

Special Revenue
Child Development
Fund 6

Capital Projects
Capital Outlay
Fund 4

Debt Service
Fund 25

Total
District

Proprietary Funds

Enterprise
Bookstore/Cafeteria
Fund 5

Internal Service
Self-Insurance
Fund 2

Fiduciary Funds

23

All funds
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San Mateo County Community College District
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2004-2005
Adoption Budget - All Funds

Governmental Funds

SAN MATEO COUNTY Special Capltal Dept
COMMUNITY COLLEGE DISTRICT Total General Fund Revenue Projects Service
Child
Unrestricted Restricted Development | Capital Outlay | Debt Service
Revenue
Federal Revenue 0 4,099,934 25,941 0 0
State Revenue 9,516,295 8,895,845 540,232 8,216,125 69,098
Local Revenue 80,216,005 11,791,982 136,250 2,472,000 7,478,352
Total Revenue 89,732,300 24,787,760 702,423 10,688,125 7,547,450
Expenses
Cost of Sales 0 0 0 0 0
Certificated Salaries 37,464,950 2,843,064 146,838 0 0
Classified Salaries 19,680,439 6,448,523 382,153 42,750 0
Employee Benefits 19,764,496 2,523,300 157,717 4,750 0
Materials & Supplies 4,115,215 4,029,424 64,181 50,600 0
Operating Expenses 12,183,517 6,599,900 141,212 3,470,833 0
Capital Outlay 404,106 2,849,320 0 83,314,741 0
Total Expenses 93,612,722 25,293,531 892,101 86,883,674 0
Transfers & Other
Transfers In 0 655,898 229,847 0 109,894
Other Sources 0 0 0 62,965 72,947
Transfers out (2,445,745) (71,018) 0 (109,894) 0
Contingency (3,621,524) 0 0 0 0
Other Out Go 0 (678,574) 0 0 (7,183,444)
Total Transfers/Other (6,067,269) (93,694) 229,847 (46,929) (7,000,603)
Fund Balance
Net Change in Fund Balance (9,947,691) (599,466) 40,169 (76,242,478) 546,847
Beginning Balance, 7/1/04 9,947,691 599,466 93,855 103,762,170 8,895,199
Adjustments to Beginning Balance 0 0 0 0 0
Net Fund Balance, 6/30/05 (0) 0 134,024 27,519,692 9,442,046
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San Mateo County Community College District
2004-05
Adoption Budget - All Funds

Proprietary Funds

Fiduciary Funds

Enterprise Funds

Internal Service

Expendable Trusts

Self- Trust Fund Retirement Total District
Bookstore Cafeteria Insurance (Student Aid) Reserve All Funds

0 0 0 6,838,968 0 10,964,843
0 0 0 451,316 0 27,688,911
7,585,808 192,000 15,100 269,000 510,000 110,666,497
7,585,808 192,000 15,100 7,559,284 510,000 149,320,250
5,469,290 0 0 0 0 5,469,290
0 0 0 0 0 40,454,851
1,179,119 0 0 0 0 27,732,984
289,133 0 0 0 0 22,739,396
38,322 0 0 0 0 8,297,742
500,518 148,000 60,000 0 0 23,103,980
0 0 0 0 0 86,568,167
7,476,382 148,000 60,000 0 0 214,366,411
0
0
0 0 60,000 71,018 1,500,000 2,626,657
0 0 0 0 0 135,912
0
0 0 0 0 0 (2,626,657)
0 0 0 0 0 (3,621,524)
(135,912) 0 0 (7,361,302) 0 (15,359,232)
(135,912) 0 60,000 (7,290,284) 1,500,000 (18,844,844)
0
0
(26,486) 44,000 15,100 269,000 2,010,000 (83,891,005)
5,547,244 746,416 488,061 127,386 19,999,822 150,207,310
0 0 0 0 0 0
5,520,758 790,416 503,161 396,386 22,009,822 66,316,305

Note: Bookstore fund fiscal year ends 5/31.
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San Mateo County Community College District
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2004-2005
2nd Quarter Actuals - All Funds

Governmental Funds

SAN MATEO COUNTY Special Capital Debt
CoMMUNITY COLLEGE DISTRICT Total General Fund Revenue Projects Service
Child
Unrestricted Restricted Development | Capital Outlay | Debt Service
Revenue
Federal Revenue 0 692,790 5,644 0 0
State Revenue 3,245,332 4,998,999 (117,139) 393,110 61
Local Revenue 45,585,343 5,545,126 58,651 1,754,706 3,288,924
Total Revenue 48,830,675 11,236,915 (52,844) 2,147,816 3,288,985
Expenses
Cost of Sales 0 0 0 0 0
Certificated Salaries 18,887,116 1,508,423 79,831 0 0
Classified Salaries 9,129,554 3,144,090 168,879 12,870 0
Employee Benefits 9,617,387 1,189,967 81,035 2,678 0
Materials & Supplies 674,571 454,224 22,585 38,519 0
Operating Expenses 3,852,606 1,888,941 2,159 2,823,446 0
Capital Outlay 246,333 844,155 0 21,010,334 0
Total Expenses 42,407,568 9,029,800 354,488 23,887,846 0
Transfers & Other
Transfers In $0 9,806 306,697 611,282 258,641
Other Sources 5,560 26,873 0 7,377,894 0
Transfers out (1,866,697) (9,806) 0 (869,923) 0
Contingency 0 0 0 0 0
Other Out Go (351) (328,815) 0 0 (515,790)
Total Transfers/Other (1,861,488) (301,942) 306,697 7,119,252 (257,149)
Fund Balance
Net Change in Fund Balance 4,561,619 1,905,173 (100,635) (14,620,777) 3,031,835
Beginning Balance, 7/1/03 9,947,691 599,466 93,855 103,762,170 8,895,199
Adjustments to Beginning Balance 0 0 0 0 0
Net Fund Balance, 6/30/04 14,509,310 2,504,639 (6,780) 89,141,393 11,927,034
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San Mateo County Community College District
2004-05
Second Quarter Actuals - All Funds

Proprietary Funds

Fiduciary Funds

Enterprise Funds

Internal Service

Expendable Trusts

Self- Trust Fund Retirement Total District
Bookstore Cafeteria Insurance (Student Aid) Reserve All Funds

0 0 0 2,554,457 0 3,252,892

0 0 0 210,873 0 8,731,236
4,198,344 65,722 3,729 296,712 133,463 60,930,720
4,198,344 65,722 3,729 3,062,043 133,463 72,914,848
0

0

3,101,035 0 0 0 0 3,101,035
0 0 0 0 0 20,475,369

638,513 0 0 0 0 13,093,906
161,613 0 0 0 0 11,052,680
18,552 0 0 0 0 1,208,451
111,981 62,908 11,854 0 0 8,753,895
0 0 0 0 0 22,100,822
4,031,694 62,908 11,854 0 0 79,786,158
0 0 60,000 0 1,500,000 2,746,426

0 0 0 0 7,410,326

0
0 0 0 0 0 (2,746,426)

0 0 0 0 0 0
(72,947) 0 0 (2,873,584) 0 (3,791,488)
(72,947) 0 60,000 (2,873,584) 1,500,000 3,618,838
93,703 2,813 51,875 188,458 1,633,463 (3,252,472)
5,547,244 746,416 488,061 127,386 19,999,822 150,207,310
(11) 0 0 0 0 (11)
5,640,936 749,229 539,936 315,844 21,633,285 146,954,827

Note: Bookstore fund fiscal year ends 5/31.
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