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BARSTOW COMMUNITY COLLEGE DISTRICT

Objectives of the Annual Audit
June 30, 2010

INTRODUCTION

* To determine the faimess of presentation of the District’s basic financial statements in accordance with
accounting principles generally accepted in the United States of America;

¢ To evaluate the adequacy of the District’s system of internal control for financial accounting and reporting
purposes and tor compliance with certain rules and regulations related to federal financial assistance programs;

¢ To determine whether federal and state financial reports are presented fairly and in accordance with the terms
of the applicable agreements;

» To determine whether the District has complied with laws and regulations that would have a material effect
on the financial statements and on each major federal financial assistance program;

¢ To determine whether the District has met the specified state compliance requirements;

¢ To make recommendations related to weaknesses or conditions, if any, identified in the course of the audit.

The annual audit is not designed to:
» Provide information on whether the District is operating with economy or efficiency;
s Detect small scattered instances of theft, embezzlement, or other dishonest acts;

e  Evaluate the results of the educational programs run by the District.



- Certified Public Accountants

Messner
]H a dl@/, LLP Paul S. Messner, CPA

Cindra ]. Hadley, CPA
James M. Quinn, CPA, CFE

INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Barstow Community College District

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit of Barstow Community College District (the “District™) as of and for the year ended
June 30, 2010, which collectively comprise the District’s basic financial statements as listed in the table of
contents. These financial statements are the responsibility of the District’s management. Our responsibility is to
express opinions on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to the 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 the 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.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the discretely presented component unit of
Barstow Community College District, as of June 30, 2010, and the results of its operation, changes in net assets
and cash flows for the fiscal year then ended in conformity with accounting principles generally accepted in the
United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated January 25, 2011, on
our consideration of the District’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. 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 assessing the results of our audit.
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The Board of Trustees
Barstow Community College District

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 7 and the schedules of funding progress and employer contributions
on pages 32 and 33 be presented to supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Governmental Accounting Standards Board, who
considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the
required supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the basic financial
statemnents, and other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District’s financial statements as a whole. The introductory section and the supplementary section
are presented for purposes of additional analysis and are not a required part of the financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations, and is also not a required part of the financial statements. The information has been
subjected to the auditing procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion, the information is fairly stated in all material respects in relation to the financial statements as a whole.
The introductory and supplementary sections have not been subjected to the auditing procedures applied in the

audit of the basic financial statements and, accordingly, we do not express an opinion or provide any assurance on
them.

T Nesonen ¢ B/w,f, LLP

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
January 25, 2011



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2010

This section of Barstow Community College District’s (the “District”) annual financial report presents our
discussion and analysis of the District’s financial performance during the fiscal year ended June 30, 2010,

The Basic Financial Statements

The following discussion and analysis provides an overview of the financial position and activities of the
District’s Financial Report for the fiscal year ended June 30, 2010. The previous year’s financial information is
also provided for comparison. The annual report consists of three basic financial statements that provide
information on the District as a whole: the Statement of Net Assets; the Statement of Revenues, Expenses and
Changes in Net Assets; and the Statement of Cash Flows.

Statement of Net Assets

The Statement of Net Assets presents information on the District’s assets and liabilities, with the difference
between the two reported as net assets. Over time, increases or decreases in net assets may service as a useful
indicator of whether the financial position of the District is improving or deteriorating. As illustrated in the
following table, the June 30, 2010 fiscal year ended with an increase in total net assets of $30,356; to a grand total
of $32,168,153.

Governmental Activities

2010 2009 Net Change
ASSETS
Current assets $ 11,667,469 $ 12,129,031 b (461,562)
Non-current assets 22,389,017 21.663,359 726,558
Total Assets 34,057,386 33,792,390 264,996
LIABILITIES
Current liabilities 1,563,591 1,331,692 231,899
Non-current liabilities 325.642 322,901 2,741
Total Liabilities 1,889,233 1,654,593 234.640
Total Net Assets § 32,168,153 $ 32,137,797 $ 30,356

The net assets of the District consist of three major categories:

» Invested in capital assets — provides the equity amount in property, plant and equipment owned by the
District.

* Restricted net assets - Restricted net assets are restricted by use constraints place on them by outside parties
such as through agreements, laws, or regulations of creditors or other governments or imposed by law through
constitutional provisions or enabling legislation.

» Unrestricted net assets — are available to the District for any lawful purpose of the District. Although
unrestricted, the District’s governing board may place internal restrictions on these net assets, but it retains the
power to change, remove, or modify these restrictions.

- 4.



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2010

The District’s financial position, as a whole, was slightly positive. During the fiscal year ending June 30, 2010,
the total net assets increased $30,356 from the previous year. The District continues to be impacted by the
suppressed economic climate in the state of California and increasingly significant reductions in state support
resulting from the growing state budget deficit. This downtumn has certainly impacted the District. Accounts
receivable have again increased $389,290 due to outstanding collections of deferred payments (general fund
apportionment) and capital outlay projects collections owed to the District by the State of California. Current
liabilities, mainly accounts payable, increased $103,798.

Statement of Revenues, Expenses, and Changes in Net Assets

The Statement of Revenues, Expenses and Changes in Net Assets presents information showing how the District’s
net assets changed during the most recent fiscal year. All changes in net assets are reported when the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus, revenues and
expenses are reported in this statement for some items that will resuit in cash flows in future fiscal periods, such
as revenues pertaining to receivables and expenses pertaining to earned, but unused, compensated balances.

Governmental Activities

2010 2009 Net Change
Revenues
Operating revenues $ 3,334,021 $ 5175922 3 (1,841,901
Non-operating revenues 14,551,373 14,785,573 (234.200)
Other revenues - 271,931 271,931
Total Revenues 17,885,394 20,233,426 (2,348,032)
Expenses
Operating expenses 17,156,477 18,177,519 1,021,042
Depreciation 698,561 705,100 6,539
Total Expenses 17.855,038 18,882,619 1,027,581
Excess (deficiency) 30,356 1,350,807 (1,320,451)
Net Assets - Beginning 32,137.797 30,786,990 1,350,807
Net Assets - Ending § 32.168,153 $ 32,137,797 3 30,356

The Statement of Revenues, Expenses, and Changes in Net assets reflects a flat year due to a steep decrease in
state and local grants and contracts income. Operating expenses were cut by $1,027,581 that helped offset the
drop in operating revenues of $1,841,901. Overall, the District’s surplus did shrink from a surplus in 2009 of
$1,350,807 to a surplus of $30,356 in 2010.



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2010

Statement of Cash Flows

The Statement of Cash Flows provides information about cash receipts and cash payments during the fiscal year.
This statement also helps user assess the District’s ability to generate net cash flows, its ability to meet its
obligations as they come due, and its need for external financing.

This information assists readers in assessing the District’s ability to generate revenue, meet its obligations as they
come due, and to evaluate its need for external financing. The Statement is divided into several parts. The first
part deals with operating cash flows and shows the net cash used by the operating activities of the District. The
second section reflects cash flows from non-capital financing activities and shows the sources and uses of those
funds. The third section deals with cash flows from capital and related financing activities. This section deals
with the cash used for the acquisition and construction of capital and related items. The fourth section deals with
cash flows from investing activities. This section reflects the cash received and spent for short-term investments
and any interest paid or received on those investments. The net cash used by the District for operating activities
for the year ending June 30, 2010 was $13,992_869.

The District’s Fiduciary Responsibility

The District is the trustee, or fiduciary, for certain amounts held on behalf of the students, clubs and donors for
student loans and scholarships. The District’s fiduciary activities are reported in separate Statements of Fiduciary
Net Assets and Changes in Fiduciary Net Assets. These activities are excluded from the District’s other financial

statements because we cannot use these assets to finance operations. The District is responsible for ensuring that
the assets reported in these funds are used for their intended purposes.

Capital Assets
A comparison of capital assets, net of depreciation, is summarized below:

Governmental Activities

2010 2009 Net Change
Land and construction in progress $ 3,961,568 $ 5,817,179 3 1,855.611
Buildings and equipment 26,113,644 22,919,829 (3,195,815)
Accumulated depreciation (8,145,491) (7,441,708) 703,783
Total Capital Assets $ 21,931,721 $ 21,295,300 $ (636,421)




BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2010

Debt

At June 30, 2010 the District had $325,642 in long-term debt. A comparison of long-term debt is summarized
below:

Governmental Activities

2010 2009 Net Change
Compensated absences $ 325,642 $ 322901 $ (2,741)
Total Long-term Liabilities 3 325,642 b 322,901 b (2,741)

Economic Factors

Despite State budget reductions, the District maintained its strong financial position while continuing to provide a
solid foundation for the operation and enhancement of its educational programs and services. It has continued to
increase its net assets through capital improvements, while still meeting operating obligations.

Focused outreach efforts and the continued expansion of the District’s career and technical education (CTE),
basic skills, and the distance education programs have resulied in a significant increase in enroilment. Given this
increase, but a lack of available growth funding and possible further budget reductions from the State, enrollment
management will be a high priority for the District.

In addition, State budget difficulties are ongoing. Further budget reductions are certainly possible, but the District
will continue to be proactive in minimizing the impact to ongoing operations, capital improvements and its strong
financial position.

Contacting the District’s Financial Management

This financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
District’s finances and to demonstrate the District’s accountability for the money it receives. If you have any
questions about this report or need additional financial information, contact the District’s Office of Business
Services, Barstow Community College, 2700 Barstow Road, Barstow, California 92311-6608.



BASIC FINANCIAL STATEMENTS




BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Net Assets
June 30, 2010

BUSINESS-TYPE ACTIVITIES

District
ASSETS
Current assets:
Cash and cash equivalents 3 7.986.982
Accounts reccivable 3,329,101
Stores inventory 351,386
['otal current assets 11,667,469
Non-Current assets:
Other postemployment benefits other than
pensions (OPER) asset 458,196
Fixed assets, net 21,931,721
Total non-current assets 22,389,917
TOTAL ASSETS $ 34,057,386
LIABILITIES
Current liabilities:
Current liabilities $ 1,391,312
Compensated absences-current portion 15,000
Deferred revenue 58,895
Amounts held in trust 98,384
Total current liabilities 1,563,591
Compensated absences payable-non-current portion 325,642
TOTAL LIABILITIES 1,889,233
NET ASSETS
Invested in capital assets 21,931,721
Restricted for:
Capital projects 3,597,607
Other activities 1,758,167
Unrestricted 4,880,658
TOTAL NET ASSETS 32,168,153
TOTAL LIABILITIES AND NET ASSETS $ 34.057,386

See the accompanying notes to the financial statements.



BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Revenues, Expenses and Changes in Net Assets

For the Fiscal Year Ended June 30, 2010

BUSINESS-TYPE ACTIVITIES

OPERATING REVENUE
Tuition and fees
Grants and contracts
Federat
State
Local
Auxilary enterprise sales and charges

Total Operating Reveunes

OPERATING EXPENSE
Salaries
Benefits
Payments to students
Supplies, materials, and other expenses
Utilities
Depreciation

Total Operating Expenses

OPERATING INCOME/(LOSS)

NON-OPERATING REVENUES/EXPENSES)

State apportionments, non-capital
Local property taxes

State taxes and other revenues
Investment income - non-capital
Investment income - capital
Financial aid revenues-federal
Financial aid revenues-state
Financial aid expenses

Other non-cperating revenues

Total non-operating revenues
CHANGE IN NET ASSETS
NET ASSETS

Net Assets - Beginning

Net Assets - Ending

See the accompanying notes to the financial statements.
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District

697,335

391,077
1,249,195
47,388
949,026

3.334,021

10,200,691
3,147,937
126,424
3,182,244
499,181
698,561

17,855,038

(14,521,017)

11,698,292
2,288,545
390,162
99.030
72,910
7.361,152
189,711
(7,550,863)
2,434

14,551,373

30,356

32,137,797

3

32,168,153




BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2010

BUSINESS-TYPE ACTIVITIES

District
Cash Flows from Operating Activities
Tuition and fees b 1,262,380
Federal grants and contracts 347,264
State grants and contracts 353,541
Local grants and contracts 47,388
Payments to suppliers (3,055,375}
Payments for utilities {(499.181)
Payments to/on-behalf of employees (13,433,647)
Payments to/on-behalf of students 25,298
Auxiliary enterprise sales and charges 959,463
Net cash provided by (used in) operating activities {13,992,869)
Cash Flows from Non-capital Financing Activities
State apportionments and receipts 11,698,292
Property taxes 2,288,545
State taxes and other revenues 390,162
Financial aid, scholarship, loan trust receipts-federal 7,361,152
Financial aid, scholarship, loan trust receipts-state 189,711
Financial aid, scholarship, loan trust disbursements {7,550,863)
Other receipts (payments) 2,434
Net cash provided by (used in) by non-capital financing activities 14,379,433
Cash Flows from Capital Financing Activities
Purchases of capital assets (1.334,982)
Net cash provided by (used in) captial tinancing activities (1,334,982)
Cash Flows from Investing Activities
Interest on investments 171,940
Net cash provided by (used in} investing activities 171,940
NET DECREASE IN CASH AND CASH EQUIVALENTS (776,478)
CASH AND CASH EQUIVALENTS
Beginning of year 8,763,460
End of year b 7,986,982

See the accompanying notes to the financial statements.
-10-



BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2010

BUSINESS-TYPE ACTIVITIES

District

Reconciliation of operating loss to cash used in operating activities

Operating loss $ (14,521,017)
Depreciation and amortization 698,561
(Increase) decrease in accounts receivable (301,812)
(Increase) decrease in inventory {13,104)
{Increase) decrease in other postemployment benefits (OPEB) (90,137)
Increase (decrease) in accounts payable 298,444
Increase (decrease) in deferred revenues (62,173)
Increase (decrease) in other liabilities (1,631)
Net cash used in operating activities 3 (13,992,869)

See the accompanying notes to the financial statements.
-11-



BARSTOW COLLEGE FOUNDATION

{A Component Unit of Barstow Community College District)

Statement of Financial Position
June 30, 2010

DISCRETELY PRESENTED COMPONENT UNIT

ASSETS

Current assets:
Cash on Hand and In Banks
Investments

TOTAL ASSETS

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts Payable

Total Liabilities
NET ASSETS
Unresiricted
Permanently Restricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

Foundation

128,291
387,570

515,861

9,100

9,100

249,115
257,646

506,761

515,861

See the accompanying notes to the financial statements.
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BARSTOW COLLEGE FOUNDATION

{A Component Umt of Barstow Community College District)

Statement of Activities and Changes in Net Assets
For the Fiscal Year Ended June 30, 2010

DISCRETELY PRESENTED COMPONENT UNIT

OPERATING REVENUES
Public Support Contributions
Interest, Dividend Income and Unrealized Gain in Investments

Total Operating Reveunes
Expenses
Program Services, Scholarships and Awards
(Gains) Losses
General and Administrative Expenses
Total Expenses
INCREASE (DECREASE) IN NET ASSETS
CHANGE IN NET ASSETS
NET ASSETS

Net Assets - Beginning

Net Assets - Ending

Foundation
Permanently Total Net
Unrestricted Restricted Assets
s 79,347 $ 100 3 79.447
8.063 9,528 17,591
87.410 9,628 97.038
60,100 2,246 62,346
(8,688) (12577 (21.265)
13,710 S 13,710
65,122 (10,331) 54,791
22,288 19,959 42247
226,827 217,687 464,514
$ 249,115 3 257,646 $ 506,761

See the accompanying notes to the financial statements.
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BARSTOW COLLEGE FOUNDATION

(A Component Unit of Barstow Community College District)

Statement of Functional Expenses
For the Fiscal Year Ended June 30, 2010

DISCRETELY PRESENTED COMPONENT UNIT

Foundation
General and administrative expenses
Miscellaneous expenses $ 4,247
Office and administrative expenses

— 9463

TOTAL GENERAL AND ADMINISTRATIVE EXPENSES s 13710

See the accompanying notes to the financial statements.
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BARSTOW COLLEGE FOUNDATION

{A Component Unit of Barstow Community College District)

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2010

DISCRETELY PRESENTED COMPONENT UNIT

Cash Flows from Operating Activities
Change in Net Assets
Change in Assets and Liabilities
Net cash provided by (used in) operating activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

See the accompanying notes to the financial statements.
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Foundation

$

42,247
550

42,797

42,797

473,064

$

515,861




BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Fiduciary Net Assets
June 30, 2010

Scholarship
ASB and Loan
Trust Fund Trust Fund
ASSETS
Cash and cash equivalents $ 88,181 $ 149,340
Accounts Receivabie 7,147 23,266
TOTAL ASSETS $ 95,328 3 172,606
LIABILITIES
Due to student groups $ 91,967 b 166,188
Acounts Payable 3,361 6,418
LIABILITIES AND NET ASSETS b 95,328 3 172,606

See the accompanying notes to the financial statements.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Changes in Fiduciary Net Assets
For the Fiscal Year Ended June 30, 2010

Scholarship
ASB and Loan
Trust Fund Trust Fund
ADDITIONS
Student activities b 65,037 3 125,617
Total Additions 65,037 125,617
DEDUCTIONS
Student activities 69,408 86,414
CHANGE IN NET ASSETS (4,371) 39,203
Net Assets - Beginning 96,338 133,403
Net Assets - Ending $ 91,967 g 172,606

See the accompanying notes to the financial statements.
-17 -



BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

Barstow Community College District (the “District™) is a political subdivision of the State of California and
provides educational services to the local residents of the surrounding area. The District consists of one
community college located in Barstow, California. While the District is a political subdivision of the State, it is
not a component unit of the state in accordance with the provisions of Governmental Accounting Standards Board
(GASB) Statement No. 14. The District is classified as a state instrumentality under Internal Revenue Code
Section 115, and is also classified as a charitable organization under Internal Revenue Code Section 501 (c)(3),
and is therefore exempt from federal taxes. The decision to include a potential component unit in the reporting
entity was made by applying the criteria set forth in generally accepted accounting principles (GAAP) and GASB
Statement 14 as amended by GASB Statement 39. The three criteria for requiring a legally separate, tax-exempt
organization to be discretely presented as a component unit are the “direct benefit” criterion, the
“entitlement/ability to access” criterion, and the “significance” criterion. The District identified the Barstow
College Foundation (the “Foundation™) as its only potential component unit.

Component Unit

The District will report the Foundation as a component unit. The Foundation was established as a legally separate
not-for-profit corporation to support the District and its students. It contributes to various scholarship funds for
the benefit of District students and contributes directly to the college. The funds contributed directly by the
Foundation to Barstow Community College are significant to the college’s financial statements. Therefore, the
District has classified the Foundation as a component unit that will be discretely presented in the District’s annual
financial statements.

Financial Statement Presentation

The accompanying financial statements have been prepared in conformity with generally accepted accounting
prnciples as prescribed by the Governmental Accounting Standards Board (GASB), including Statement No. 34,
Basic Financial Statement and Management’s Discussion and Analysis for State and Local Governments in June
1999, which established a new reporting format for annual financial statements. In November 1999, GASB
released Statement No. 35, Basic Financial Statements and Management’s Discussion and Analysis for Public
Colleges and University, which applies the new reporting standards of GASB Statement No. 34 to public colleges
and universities. The GASB then amended those statements in June 2001 with the issuance of GASB Statements
No. 27 and No. 38. The District adopted and applied these new standards beginning in 2001-02 as required. In
May 2002, the GASB released Statement No. 39, Determining Whether Certain Organizations Are Component
Units, which amends GASB Statement 14, paragraphs 41 and 42, to provide guidance for determining and
reporting whether certain organizations are component units. The District adopted and applied this standard for
the 2003-04 fiscal year as required.

The District now follows the financial statement presentation required by GASB Statements No. 34, 35, 37, 38,

and 39. This presentation provides a comprehensive, entity-wide perspective of the District’s assets, cash flows,
and replaces the fund-group perspective previously required.

-18 -



BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the accounts and
reported in the financial statements. Basis of accounting relates to the timing of measurement made, regardless of
the measurement focus applies.

For financial reporting purposes, the District is considered a special-purpose government engaged in business-
type activities. Accordingly, the District’s basic financial statements have been presented using the economic
resources measurement focus and the accrual basis of accounting. Under the accrual basis, revenues are
recognized when earned, and expenses are recorded when an obligation has been incurred. All significant intra-
agency transactions have been eliminated.

For internal accounting purposes, the budgetary and financial accounts of the District have been recorded and
maintained in accordance with the Chancellor’s Office of the California Community College’s Budget and
Accounting Manual,

To ensure compliance with the California Education Code, the financial resources of the District are divided into
separate funds for which separate accounts are maintained for recording cash, other resources and all related
liabilities, obligations and equities.

By state law, the District’s Governing Board must approve a budget no later than September 15. A pubilic hearing
must be conducted to receive comments prior to adoption. The District’s Governing Board satisfied these

requirements. Budgets for all governmental funds were adopted on a basis consistent with generally accepted
accounting principles (GAAP).

The budgets are revised by the District’s Governing Board during the year to give consideration to unanticipated
income and expenditures. Formal budgetary integration was employed as a management control devise during
the year for all budgeted finds. Expenditures cannot legally exceed appropriations by major object account.

In accordance with GASB Statement No. 20, the District follows all GASB statements issued prior to November
13, 1989 until subsequently amended, superseded or rescinded. The District has the option to apply all Financial
Accounting Standards Board (FASB) pronouncements issued after November 30, 1989 unless FASB conflicts
with GASB. The District has elected to not apply FASB pronouncements issued after the applicable date.

Cash and Cash Equivalents

The District’s cash and cash equivalents are considered to be cash on hand, demand deposits and short-term
investments with original maturities of three months or less from the date of acquisition. Cash in the County
Treasury and investments in the Local Agency Investment Fund are recorded at cost, which approximates fair
value, in accordance with the requirements of GASB Statement No. 31.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents are those amounts externaliy restricted as to use pursuant to the requirements
of the District’s grants, contracts and debt service requirements.
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Notes to Financial Statements
June 30, 2010

Accounts Receivable

Accounts receivable consists primarily of amounts due from the Federal government, state and local governments,
or private sources, in connection with reimbursement of allowable expenditures made pursuant to the District’s
grants and contracts. Accounts receivable are recorded net of estimated uncollectible amounts. The District
recognized for budgetary and financial reporting purposes any amount of state appropriations deferred from the
current fiscal year and appropriated from the subsequent fiscal year for payment of current year costs as a
receivable in the current year,

Inventories

Inventories are presented at the lower of cost or market on an average basis and are expensed when used.
Inventory consists of expendable instructional, custodial, health and other supplies held for consumption.

Capital Assets

Capital assets are recorded at cost at the date of acquisition, or fair market value at the date of donation in the case
of gifts. Capitalized equipment includes all items with a unit cost of $5,000 or more, and an estimated useful life
of greater than one year. Renovations to buildings, infrastructure, and land improvements that significantly
increase the value or extend the useful life of the asset are capitalized. Routine repairs and maintenance are
charged as operating expense in the year in which the expense was incurred.

Depreciation is computed using the straight-line method over the estimated useful lives of the assets, generally 50
years for buildings, 15 years for portable buildings, 10 years for land improvements, 8 years for most equipment
and vehicles, and 3 years for technology equipment such as computers.

Accounts Payable

Accounts payable consists of amounts due to vendors.

Accrued Liabilities

Accrued liabilities consist of salaries and benefits payable, deferred summer pay and load banking.

Deferred Revenue

Tuition and fees received prior to June 30 for classes and programs offered in the subsequent fiscal year are
reported as deferred revenue. Cash received for federal and state special projects and programs is recognized as
revenue to the extent that qualified expenditures have been incurred. Deferred revenue is recorded to the extent
that cash received on specific projects and programs exceeds qualified expenditures.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

Compensated Absences

In accordance with GASB Statement No. 16, accumulated unpaid employee vacation benefits are recognized as a
liability of the District as compensated absences in the Statement of Net Assets. The District has accrued a
liability for the amounts attributable to load banking hours within accrued liabilities. Load banking hours consist
of hours worked by instructors in excess of full-time load which they may carryover for future paid time off.

Sick leave benefits are accumulated without limit for each employee. Accumulated employee sick leave benefits
are not recognized as a liability of the District. The District’s policy is to record sick leave as an operating
expense in the period taken since such benefits do not vest nor is payment probable; however, unused sick leave is
added to the creditable service period for calculation of retirement benefits when the employee retires and within
the constraints of the appropriate retirement systems.

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

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

Restricted net assets - expendable — Restricted expendable net assets include resources in which the District
is legally or contractually obligated to spend resources in accordance with restrictions imposed by external
third parties or by enabling legislation adopted by the District. The District first applies restricted resources
when an expense is incurred for purposes for which both restricted and unrestricted net assets are available.

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

Unrestricted net assets — Unrestricted net assets represent resources available to be used for transactions
relating to the general operations of the District, and may be used at the discretion of the governing board, as
designated, to meet current expenses for specific future purposes. When an expense is incurred that can be
paid using either restricted or unrestricted funds, the District’s policy is to utilize available restricted resources,
followed by unrestricted resources.

State Apportionments

Certain current year apportionments from the state are based on various financial and statistical information of the

previous year. Any prior year corrections due to the recalculation in February 2010 will be recorded in the year
computed by the State.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30,2010

Property Taxes

Secured property taxes attach as an enforceable lien on property as of March 1. Taxes are payable in two
installments on November 15 and March 15. Unsecured property taxes are payable in one installment on or
before August 31. The District reports real and personal property tax revenues in the same manner in which the
County auditor records and reports actual property tax receipts to the Department of Education. This is generally
on a cash basis. A receivable has been accrued in these financial statements to reflect the amount of property
taxes receivable as of June 30, 2010.

On-Behalf Payments

GASB Statement 24 requires that direct on-behalf payments for fringe benefits and salaries made by one entity to
a third party recipient for the employees of another, legally separate entity be recognized as revenue and
expenditures by the employer government. The State of California makes direct on-behalf payments for
retirement benefits to the State Teachers and Public Employees Retirement Systems on behalf of all Community
Colleges in California. However, a fiscal advisory was issued by the California Department of Education
instructing districts not to record revenue and expenditures for these on-behalf payments.

Classification of Revenues

The District has classified its revenues as either operating or non-operating. Certain significant revenue streams
relied upon for operations are recorded as non-operating revenues, as defined by GASB Statement No. 35,

including state appropriations, local property taxes, and investment income. Revenues are classified according to
the following criteria:

Operating revenues — Operating revenues include activities that have the characteristics of exchange
transactions, such as: student fees, net of scholarship discounts and allowance, and Federal and most state
and local grants and contracts.

Non-operating revenues — Non-operating revenues include activities that have the characteristics of
nonexchange transactions, such as State apportionments, taxes, and other revenue sources that are defined as
non-operating revenues by GASB No. 9, Reporting Cash Flows of Proprietary and Nonexpendable Trust
Funds and Governmental Entities that use Proprietary Fund accounting, and GASB No. 33, Accounting and
Financial Reporting for Nonexchange Transactions, such as investment income.

Scholarship Discounts and Allowances

Student tuition and fee revenues and certain other revenues are reported, net of scholarship discounts and
allowances, in the statement of revenues, expenses and changes in net assets. Scholarship discounts and
allowances are the difference between the stated charge for goods and services provided by the District and the
amount that is paid by students and/or third parties making payments on the students’ behalf. Certain
governmental grants, such as Pell grants, and other federal, state, or nongovernmental programs, are recorded as
non-operating revenues in the District’s financial statements.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

Estimates

The preparation of the financial statements in conformity with generally accepted accounting principles 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.

NOTE 2 - DEPOSITS AND INVESTMENTS

At June 30, 2010, the District’s cash and cash equivalents primarily consist of:

BARSTOW COLLEGE:
Deposits with county treasurer
Business Type Activities $§ 7.420,266

Fiduciary Activities -

Deposits with banks

Business Type Activities 331,828

Fiduciary Activities 233,637
Cash on Hand

Business Type Activities 850

Fiduciary Activities 400

Total $7,986,981

BARSTOW COLLEGE FOUNDATION:

Deposits with banks $ 128,291
Money Market 60,300
Corporate Bonds and Debentures 49,163
Stocks and Mutual Funds 278,107
Total 5 515861
Pooled Funds

In accordance with Education Section 41001, the District maintains substantially all of its cash in the San
Bernardino County Treasury. The County pool these funds with other Districts in the County and invests the cash.
These pooled funds are carried at cost, which approximates fair value. Interest eamned is deposited monthly into
participating funds. Any investment losses are proportionally shared by all funds in the pool.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

Because the District’s deposits are maintained in a recognized pooled investment fund under the care of a third
party and the District’s share of the pooled investment fund does not consist of specific, identifiable investment
securities owned by the District, no disclosure of the individual deposits and investments or related custodial
credit risk classifications is required.

In accordance with applicable state laws, the San Bernardino County Treasurer may invest in derivative securities.
However, at June 30, 2010 the San Bemardino County Treasurer has represented that the Treasurer’s pooled
investment fund contained no derivatives or other investments with similar risk profiles.

Custodial Credit Risk

Deposits — Cash balances held in bank and revolving funds are insured up to $250,000 by Federal Deposit
Insurance Corporation (FDIC).

Barstow College — As of June 30, 2010 the carrying amount of the District’s deposits was $585,465 and bank
balances were $829,582. Of the bank balances, $250,000 was covered by FDIC insurance and $628,219 was
uninsured. Uninsured balances are fully collateralized by the banks in accordance with applicable law.

Barstow College Foundation — As of June 30, 2010 the carrying amount of the Foundation’s deposits was
$128,291 and balances were $135,544. Of the bank balances, all was covered by FDIC insurance.

Investments — Investment securities are exposed to custodial credit risk if the securities are uninsured, are not
registered in the name of the District, and are held by either the counterparty or the counterparty’s trust
department or agent but not in the name of the District. At June 30, 2010 the District was not exposed to
custodial credit risk.

Interest Rate Risk

The District does not have a formal investment policy that limits investment choices other than the limitations of
state law,

Concentration of Credit Risk

The investment policy of the District contains no limitations on the amount that can be invested in any one issuer

beyond that stipulated by the California Government Code. At June 30, 2010 the District had no concentration of
credit risk.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2010

NOTE 3 - RECEIVABLES

Receivables at June 30, 2010 consist of the following and are considered collectabie in full:

Federal State Other Total

General fund $ 170,484 § 2,914,822 b 98,904 $ 3,184,210
ASB fund x - 7,147 7,147
Bookstore fund - - 19,748 19,748
Capital outlay fund - - 10,234 10,234
Financial aid fund 84,022 - - 84,022
Scholarship fund = - 23,266 23,266
Other funds 5 - 474 474

$ 254,506 3 2,914,822 3 159,773 $ 3,329,101

NOTE 4 - INTERFUND TRANSACTIONS

Interfund transfers consist of operating transfers from fund receiving resources to funds through which the
resources are to be expended. Interfund receivables and payables result when the interfund transfer is transacted

after the close of the fiscal year. Interfund activity within the government funds has been eliminated in the basic
financial statements.

NOTE 5 - CAPITAL ASSETS

The following provides a summary of changes in capital assets for the year ended June 30, 2010:

Business-Type Activities

Historical Cost
Building

Construction in progress
Furniture and equipment
Land

Site improvements

Total historical cost
Accumulated depreciation
Building

Fumiture and equipment
Site improvements

Total accumulated depreciation

CAPITAL ASSETS, NET

Balance

Balance

July 01, 2009 Additions Deductions June 30, 2010
$ 21,508,210 $ 3,140,302 ] - $ 24.648.512
4,274,708 989,145 2,956,576 2.307.277
1.416,841 50,291 1.467,132
119,462 - 119,462
1.423.,009 111,820 - 1,534,829
28,742.230 4,291,558 2,956,576 30,077,212
5.469.475 592,839 - 6,062,314
1.116,068 53.462 - 1,169,530
861.387 52,260 - 913.647
7,446,930 698.561 - 8.145491

$ 21.295.300 $  3.592,997 $ 2,956,576 $ 21,931,724
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Notes to Financial Statements

June 30, 2010

NOTE 6 - ACCOUNTS PAYABLE

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

Business-Type Fiduciary
Activities Funds Total
Payroll $ 248.225 s - 5 248,225
Construction 119,487 - 119.487
Vendor payable 644,816 378.784 1.023.600
b t,012.528 ) 378,784 3 1.391.312

NOTE 7 - LONG-TERM LIABILITIES

Long-term liabilities for the fiscal year ended June 30, 2010 are summarized as follows:

Balance Due in Long-term
July 01, 2009 Additions Deductions One Year Balance
Governmental Activities
Compensated absences 3 337,901 5 2,741 3 - $ 15.000 $ 325.642

Other Postemployment Benefit (OPEB) Obligation

The District implemented GASB No. 45, Accounting and Financial Reporting by Employers for Postemployment
Benefits Other Than Pensions during the year ended June 30, 2009. The District’s annual required contribution
for the year ended June 30, 2010 was $155,833 and contributions made by the District during the year were
$205,970 which resulted in a net OPEB asset for 2010 of $90,137. See Note 9 for additional information
regarding the OPEB Obligation and the postemployment plan.

NOTE 8 - EMPLOYEE RETIREMENT SYSTEMS

Qualified employees are covered under mulitiple-employer defined benefit pension plans maintained by agencies
of the State of California. Certificated employees are members of the State Teachers’ Retirement System (STRS)
and classified employees are members of the California Public Employces’ Retirement System (CalPERS).

State Teachers’ Retirement System (STRS)

Plan Description — The District contributes to the State Teachers’ Retirement System (STRS), a cost-sharing
multiple-employer public employee retirement system defined benefit pension plan administered by STRS. The
plan provides retirement, disability and survivor benefits to beneficiaries. Benefit provisions are established by
State statutes, as legislatively amended, within the State Teachers’ Retirement Law. STRS issues a separate
comprehensive annual financial report that includes financial statements and required supplementary information.
Copies of the STRS annual financial report may be obtained from STRS, 7667 Folsom Boulevard, Sacramento,
CA 95826.
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Funding Policy — Active plan members are required to contribute 8% of their salary and the District 1s required to
contribute an actuariaily determined rate. The actuvarial methods and assumptions used for determining the rate
are those adopted by the STRS Teachers” Retirement Board. The required employer contribution rate for fiscal
year 2009-10 was 8.25% of annual payroll. The contribution requirements of the plan members are established
and may be amended by State statute.

Annual Pension Cost — The District’s total contributions to STRS for the fiscal years ending:

June 30. 2010 June 30, 2009 June 30. 2008
State Teachers’ Retirement System contributions $ 484964 § 452,073 % 408,850

These amounts equal 100% of the required contributions for each year. The State of California may make
additional direct payments for retirement benefits to the STRS on behalf of all community colleges in the State.
The revenue and expenditures associated with these payments, if any, have not been included in these financial
statements.

Public Fmployees’ Retirement System (PERS)

Plan Description — The District contributes to the School Employer Pool under the California Public Employees’
Retirement System (CalPERS), a cost-sharing multipie-employer public employee retirement system defined
benefit pension plan administered by CalPERS. The plan provides retirement and disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. Benefit provisions are established by
State statutes, as legislatively amended, within the Public Employees’ Retirement Law. CaiPERS 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 95814.

Funding Policy — Active plan members are required to contribute 7% of their salary. The District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for determining the rate
are those adopted by the CalPERS Board of Administration. The required employer contribution for fiscal year
2009-10 was 9.709% of annual payroll. The contribution requirements of the plan members are established and
may be amended by State statute.

Annual Pension Cost — The District’s total contributions to CalPERS for the fiscal years ending:

June 30, 2010 June 30, 2009 June 30, 2008
CalPERS contributions 3 283,569 % 275,251 § 247,728

The contributions equaled 100 percent of the required contributions for each year. The actuarial value of pension

fund assets was determined by using a technique to smooth the effect of short-term volatility in the market value
of the investments.
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NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 8, the District provides post retirement health care benefits as
follows:

Faculty Classified Management
Benetit types provided Medical, dental, vision and life =~ Medical, dental, vision and life ~ Medical, dental, vision and life
RICHEIGHE S IS feRectes 10 years plus one year for each 2 10 years plus one year for each 2
years of service over 10; but not  years of service over 10; but not
beyond age 65 beyond age 65
Required Service 10 years 10 years 10 years
Minimum Age 55 50 50
Dependent Coverage Yes Yes Yes
College Contribution % 100% 100% 100%
College Cap None None None

Funding Policy

The contribution requirements are established and may be amended by the District. In fiscal year 2008-09, the
District committed $1,900,000 to the California Employers” Retiree Benefits Trust (CERBT) for the sole purpose
of paying retiree health benefits.

Annual OPEB Cost and Nei OPEB Obligation

The District’s annual other postemployment benefit (OPEB) cost (expense) is calculated based on the annual
required contribution of the employer (ARC), an amount actuarially determined in accordance with the
parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid on an ongoing basis,
is projected to cover normal costs each year and amortize any unfunded actuarial accrued liabilities (UAAL) (or
funding excess over a period not to exceed thirty years. The District has elected to amortize the unfunded liability
over one year and did so in 2009.

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 3 115,833
Interest on net OPEB obligation -
Adjustment to annual required contribution .

Annual OPEB cost (expense) 115,833

Contributions made (205,970)
Increase in net OPEB obligation (90,137)
Net OPEB obligation (asset), beginning of year (368,059)
Net OPEB obligation (asset), end of year $ (458,196)
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The annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net OPEB obligation
for 2010 was as follows:

Year Ended Annual Required Percentage Net OPEB

June 30, Contribution Contributed Obligation
2009 $ 1,672,836 114.10% $ (368,059)
2010 b 115,833 177.82% 3 (458,196)

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, mortality, and the healthcare cost trend. Amounts determined regarding the funded status of the
plan and the annual required 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 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 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.

In the June I, 2008 actuarial valuation, the entry age normal 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 long-term fixed income portfolio. Healthcare cost increases
were estimated at 4 percent annually. The UAAL is being amortized at a level dollar method. The remaining
amortization period at July 1, 2008, was 30 years. The actuarial value of assets was not determined in this
actuarial valuation. At June 30, 2010, the Trust held net assets in the amount of $2,196,703.

NOTE 11 - COMMITMENTS AND CONTINGENCIES

State and Federal Allowances, Awards and Grants

The District has received State and Federal funds for specific purposes that are subject to review and audit by the
grantor agencies. Although such audits could generate expenditures disallowances under terms of the grants, it is
believed that any required reimbursement will not be material.
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Compensated Absences

Accumulated unpaid employee vacation benefits are accrued when earned by emplovees and recognized at year-
end as liabilities of the District. The District also participates in and accrues “load banking” with eligible

academic employees whereby the employee may teach extra courses in one period in exchange for time off in
another period.

Accumulated sick leave benefits are not recognized as liabilities of the District. The District’s policy is to record
sick leave as an operating expense in the period taken since such benefits do not vest nor is payment probable;
however, unused sick leave is added to the creditable service period for calculation of retirement benefits for
eligible employees when they retire. Sick leave is accumulated without limit for each employee at the rate of one
day for each month worked. However, the employees do not gain a vested right to accumulated sick leave nor are
they paid for any sick leave balance at termination of employment or any other time. It is, therefore, not

appropriate to accrue the value of accumulated sick leave. See Note 7 for the accrued balance of compensated
absences as of June 30, 2010.

Litigation

The District may be involved in various litigations arising from the normal course of business. In the opinion of
management and legal counsel, the disposition of ail litigation pending is not expected to have a material adverse
effect on the overall financial position of the District at June 30, 2010.

NOTE 12 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWERS AUTHORITIES

The District participates in two joint powers agreement (JPA) entities: Southern California Schools Employee
Benefits Association (SCSEBA) and Southern California Schools Risk Management (SCRSM). The relationship
between the District and the JPAs is such that none of the JPAs are a component unit 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 available from the
respective entities.

Purpose

Participants

Governing Board

Southern California Schools
Employee Benefits Association (SCSEBA)

To operate and maintain medical, dental, vision
and life insurance plans for employees of
member districts

School districts in southern California

The Board consists of representatives of each
member district. The Board controls the
operations of SCSEBA, including the selection
of management and approval of operating
budgets.
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Southern California Schools
Risk Management (SCSRM)

Arranges for and provides workers’ compen-
sation, general liability, and property insurance
coverage for all member districts

Schools districts in southern California

The Board consists of a representative of each
member district. The Board controls the opera-
tions of SCSRM, including the selection of
management and approval of operating budgets.
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Notes to Financial Statements
June 30,2010

NOTE 13 - RELATED PARTY

The District provides administrative services to the Foundation, a component unit. Such services have not been
inciuded in the financial statements since the amounts cannot be objectively determined. The District also
provides office space to the Foundation. The fair rental value of the space has not been quantified and is not
included in the financial statements.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Postemployment Healthcare Benefits Funding Progress
For the Fiscal Year Ended June 30, 2010

Schedule of Funding Progress

Actuarial Acerued

Liability Unfunded Actuarial UAALasa
Actuarial Actuarial Value {Entry Age Normal Accrued Liability Funding Covered Percentage of
Valuation Date of Assets {AVA) Cost Method) (AAL) {UAAL) Ratio Payroll Covered Payroll
June 1, 2008 S o 5 1,672.836 3 1.672.836 s - S 10.197.950 16.40%

Note: Fiscal year 2009 was the year of implementation of GASB Statement No. 45 and the District elected to
implement prospectively; therefore, prior year comparative valuation data is not available. In future years, as
valuations are performed, three year valuation trend information will be presented.

In fiscal 2008-09 the District made an irrevocable contribution of $1,900,000.

See the accompanying note to the required supplementary information.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Employer Contributions
For the Fiscal Year Ended June 30, 2010

Net OPEB
Obligation

Year Ended Annual Required Percentage

June 30, Contribution Contributed
2009 $ 1,672,836 114.10%
2010 $ 115,833 177.82%

See the accompanying note to the required supplementary information.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Note to Required Supplementary Information
June 30, 2010

NOTE I - PURPOSE OF SCHEDULES

Schedule of Postemployment Healthcare Benefits Funding Progress

This schedule is prepared to show information for the most recent actuarial valuation and in future years, the
information from the three most recent actuarial valuations in accordance with Statement No. 45 of the
Governmental Accounting Standards Board, Accounting and Financial Reporting by Employers for
Postemployment Benefits Other Than Pensions. The schedule is intended to show trends about the funding
progress of the District’s actuarially determined liability for postemployment benefits other than pensions.

Schedule of Emplover Contributions
This schedule is prepared in accordance with Statement No. 43 of the Governmental Accounting Standards Board,

Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. The schedule is intended to
show trends about the percentage of the annual required contribution made to the plan.
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BARSTOW COMMUNITY COLLEGE DISTRICT

History and Organization
June 30, 2010

Barstow Community College District was officially formed in September 1959. The District began instruction
during the 1960-1961 school year.

The school districts within the boundaries of Barstow Community College District are:
(1) Baker Unified School District;
{2) Barstow Unified School District; and

(3) Silver Valley Unified School District.

BOARD OF TRUSTEES

The District is governed by a Board of Trustees, consisting of five members, who are elected to staggered four-
year terms. The members and officers of the Board of Trustees, as of June 30, 2010, were as follows:

Member Qffice _Term Expires

Ted P. Baca President 2012

Timothy T. Heiden Vice-President 2010

Marcia E. Zableckis Secretary 2012

Philip M. Harris Member 2010

Fernando R. (Fred) Baca Member 2012
DISTRICT ADMINISTRATION

Thom M. Armstrong, Ph.D. District President

Antoinette Wheeler, Ed.D. Vice-President: Academic Affairs

Virgil Stanford, Jr. Vice-President: Administrative Services

Calvin Brinkerhoff Vice-President: Student Services

See the accompanying note to the supplementary information.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Expenditures of Federal Awards
For the Fiscal Year Ended June 30, 2010

Federal Grantor/Pass-Through CFDA Federal
Grantor/Program or Cluster Number Expenditures
U. 8. Dept. of Education:

Student Financial Aid Cluster {1]:

Pell 84.007 $ 7,142,089

SEOG 84.032 70,290

Academic Competitiveness Grant (ACGQG) 84.375 47,513

Federal Workstudy 84.063 101,260

Career and Technical Education -- Basic Grants to States 84.048 161,554

ARRA - State Fiscal Stablization Funds [1} 84.394 74,432

Total 7,597,138
U. 8. Dept. of Health and Human Services:

Temporary Assistance Needy Family 93.558 23,739

Total 23,739

Total Federal Expenditures $ 7,620,877

[1i: Major Program

See the accompanying note to the supplementary information.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of State Financial Assistance — Grants

For the Fiscal Year Ended June 30, 2010

Program Revenues

Total
Cash Program

Proyram Name Received Total Expenditures

Calitornia Work Opportunity & Responsibility to Kids $ 105,604 $ 3 105,604 3 92,606
Care Program 53.198 35,198 60,569
CTE 257,478 257478 464,643
Disabled Studenis Programs & Services 137.068 137.068 203,887
Extended Opportunity Programs & Service 286,434 286,434 310,811
Financial Aid Administration 169,364 169,364 140,313
Infrastructure Program (TT1P) - - 48,543
Instructional Equipment Grant - - 136,178
Lottery 48,024 48,024 48,024
Matriculation 91,225 91,225 93,030
Chhers 260,921 260,921 624,493
Staff Diversity 3,870 3.870 2,560
3 1415186 $ $ 1415186 §  2,225657

See the accompanying note to the supplementary information.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Workload Measure(s) for State General Apportionment

Annual (Actual) Attendance
For the Fiscal Year Ended June 30, 2010

A. Summer Intersession {Summer 2009)

i. Noncredit *
2. Credit
B. Summer Intersession {Summer 2010 - Prior to July 1. 2010)
1. Noncredit '
2. Credit
C. Primary Terms (Exclusive of Summer Intersesion)
1. Census Procedure Courses
(a) Weekly Census Contact Hours
(b) Daily Census Contact Hours
2. Actual Hours of Attendance
(a) Noncredit '
{b) Credit
3. Independent Study/Work Experience
{a) Weekly Census Contact Hours
(b) Daily Census Contact Hours
(c) Noncredit Independent Study/Distance
Education Courses

D. Total FTES

Suppiemental Information (subset of above information)
E. In-Service Training Courses

H. Basic Skills Courses & Immigrant Education
1. Noncredit '
2. Credit

CCFS 320 Addendum

Reported
Data

10
170

877
343

59
16

1,262

2,942

CDCP Noncredit FTES

Centers FTES

1. Noncredit '
2. Credit

! Including Career Development & College Preparation (CDCP) FTES

See the accompanying note to supplementary information.
-8 -
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BARSTOW COMMUNITY COLLEGE DISTRICT

Reconciliation of Annual Financial and Budget Report with Audited Fund Balances
For the Fiscal Year Ended June 30, 2010

There were no adjustments to the District’s Annual Financial and Budget Report.

See the accompanying note to supplementary information
-39.



BARSTOW COMMUNITY COLLEGE DISTRICT

Note to Supplementary Information
June 30, 2010

NOTE 1 - PURPOSE OF SCHEDULES

History and Organization

This schedule provides information about the District, members of the governing board, and members of the
administration.

Schedules of Expenditures of Federal Awards and State Financial Assistance

The audit of Barstow Community Cellege District for the year ended June 30, 2010 was conducted in accordance
with OMB Circular A-133, which requires a disclosure of the financial activities of all federally funded programs.
To comply with A-133 and state requirements, the Schedule of Federal Awards and the Schedule of State
Financial Assistance was prepared for the District on the modified accrual basis of accounting.

Schedule of Workload Measures for State General Apportionment

This schedule represents the basis of apportionment of the District’s annual source of funding for many of its
programs.

Reconciliation of Annual Financial and Budget Report with Audited Fund Balances

This schedule reports any audit adjustments made to the fund balances of all funds as reported on the Form
CCFS-311.
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OTHER INDEPENDENT AUDITORS’ REPORTS




= Certified Public Accountants

Messner
]Hadlejf, LLP Paul S. Messner, CPA

Cindra |. Hadley, CPA
James M. Quinn, CPA, CFE

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

The Board of Trustees
Barstow Community College District

We have audited the financial statements of the business-type activities and the discretely presented component
unit that comprise the basic financial statements of Barstow Community College District (the “District”) as of and
for the year ended June 30, 2010, and have issued our report thereon dated January 25, 2011. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicabie to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting as a
basis for designing our auditing procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the District’s internal control over
financial reporting. Accordingly, we do not express an opinion on the effectiveness of the District’s internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the 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 consider the deficiency
described as Finding 2010-1 in the accompanying schedule of findings and questioned costs to be a significant
deficiency in internal control over financial reporting. A significant deficiency is a deficiency, or combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.
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The Board of Trustees
Barstow Community College District

Compliance and Other Matters

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

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

This report is intended solely for the information and use of management, the audit committee, the Governing
Board, the California Department of Finance, the State Chancellor’s Office, federal awarding agencies and pass-
through entities, and is not intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

77/’c¢wwu £ %A&?, LLF
Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
January 25, 2011
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Messner
]H adl@}, LLP Paul S. Messner, CPA

o ) Cindra |. Hadley, CPA
Certified Public Accountants James l{/i Quim): CPA CFE

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

The Board of Trustees
Barstow Community College District

Compliance

We have audited the compliance of Barstow Community College District (the “District”) with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that are applicable to
each of the District’s major federal programs for the year ended June 30, 2010. The 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 the District’s management. Our responsibility is to express
an opinion on the District’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133 require that we plan and
perform the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the District’s compliance with those requirements
and performing such other procedures as we considered necessary in the circumstances. We believe that our audit
provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the District’s
compliance with those requirements.

In our opinion, Barstow Community College District complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended June 30, 2010.

Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the requirements of laws, regulations, contracts, and grants applicable to federal programs. In
planning and performing our audit, we considered the District’s internal control over compliance with
requirements that could have a direct and material effect on a major federal program in order to determine our
auditing procedures for the purpose of expressing our opinion on compliance, and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the District’s internal control over compliance
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The Board of Trustees
Barstow Community College District

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 such that there is a reasonable possibility that material noncompliance with a type of compliance
requiremnent of a federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of infernal control over compiiance 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 compliance that might be
deficiencies, significant deficiencies, or material weaknesses. We did not identify any deficiencies in internal
contro] over compliance that we consider to be matenrial weakness, as defined above.

This report is intended solely for the information and use of management, the audit committee, the Governing
Board, the California Department of Finance, the State Chancellor’s Office, Federal awarding agencies and pass-
through entities and is not intended to be and should not be used by anyone other than these specified parties.
However, this report is a matter of public record and its distribution is not limited.

777mw £ B/da(&?, LLF,

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
January 25, 2011



B Certified Public Accountants

Messner
]H adleJ], LLP Paul S. Messner, CPA

Cindra J. Hadley, CPA
James M. Quinn, CPA, CFE

REPORT ON STATE COMPLIANCE

The Board of Trustees
Barstow Community College District

We have audited the financial statements of the business-type activities and the discretely presented component
unit of Barstow Community College District, as of and for the year ended June 30, 2010, and have issued our
report thereon dated January 25, 2011.

Our audit was made in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial and compliance audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. An audit includes examining, on a test basis, evidence about the
District’s compliance with those requirements and performing such other procedures as we considered necessary
in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination of the District’s compliance with those requirements.

In connection with out audit referred to above, we selected and tested transactions and records to determine the
District’s compliance with the following state laws and regulations in accordance with the Chancellor’s Office’s
California Community Colleges Contracted District Audit Manual (CDAM). Management is responsible for the
District’s compliance with those requirements. Our responsibility is to express an opinion on the District’s
compliance based on our examination:

General Directives
Management Information System Implementation:
— State General Apportionment Required Data Elements

Administration
Open Enrollment

Minimum Conditions
Standards of Scholarship

Student Fees
— Instructional Materials and Health Fees

Fiscal Operations:
— Salaries of Classroom Instructors (50 Percent Law)
Gann Limit Calculation
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The Board of Trustees
Barstow Community College District

Apportionments;

— Residency Determination for Credit Courses
Students Actively Enrolled

— Concurrent Enrollment of K-12 Students in Community College Credit Courses
Apportionment for Instructional Service Agreements / Contracts

- Enrollment Fees

Student Services
Matriculation:
Uses of Matriculation Funds

CalWORKS
- Use of State and Federal TANF Funding

Special Programs
Extended Opportunity Programs and Services (EOPS):
— Allocation of Costs

Disabled Student Program and Services (DSPS):
Allocation of Costs

Facilities
~ Scheduled Maintenance Programs

In our opinion, Barstow Community College District complied with the compliance requirements for the state
programs listed and tested above, as shown in the Findings and Recommendations Section on the Schedule of
State Awards Findings and Questioned Costs. Nothing came to our attention as a result of the aforementioned
procedures to indicate that the District had not complied with the terms and conditions of state assisted
educational programs not selected for testing.

Our examination of compliance made for the purposes set forth in the preceding paragraph of this report would
not necessarily disclose all instances of noncompliance.

This report is intended solely for the information and use of the audit committee, the Governing Board,
management, the California Department of Finance, the State Chancellor’s Office, and federal awarding agencies
and pass-through entities and is not intended to be and should not be used by anyone other than these specified
parties. However, this report is a matter of public record and its distribution is not limited.

jzakﬁamMJé ;%¥0&7,dﬁ5@

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
January 25, 2011
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FINDINGS AND RECOMMENDATIONS




BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2010

SECTION 1 - SUMMARY OF AUDITORS’ RESULTS
Financial Statements
Type of auditors’ report issued
Internal control over financial reporting;
-- Material weakness identified?

-- Significant deficiencies identified that are not considered to be a material weakness?
-- Noncompliance material to financial statements noted?

Federal Awards
Internal control over major programs:

-- Matenal weakness identified?

-- Significant deficiencies identified that are not considered to be a material weakness?
Type of auditors’ report issued on compliance for major programs:

Any audit findings disclosed that are required to be reported in accordance with
Section 51(Q(a) of Circular A-133?

Identification of major programs:
-- CFDA number

-- Name of federal program or cluster

Dollar threshold used to distinguish between type A and type B programs:

Auditee qualified as low-risk auditee?

State Awards
Internal control over state programs:
-- Material weakness identified?
-- Significant deficiencies identified that are not considered to be a material weakness?

Type of auditors’ report issued on compliance for state programs:

g7 S

Unqualified

No
Yes
No

No
No

Ungqualified

No

84.063, 84.007, 84.375,
84.032 and 84.394

Financial Aid Cluster
ARRA-State Fiscal
Stabilization Funds

$300,000

Yes

No
No

Unqualified



BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2010

SECTION 2 - FINANCIAL STATEMENT FINDINGS

2010-1 ASB INTERNAL CONTROLS
DISBURSEMENTS

Finding  According to Education Code Section 76023, ASB funds “shall be expended subject to
procedures that may be established by the student body organization subject to the approval of each of
the following three persons, which shall be obtained each time before any of the funds may be
expended: ..., the certificated employee who is the designated certificated advisor, and, therefore, is not
getting expenditures approved by a certificated employee prior to making ASB disbursements.

Recommendation In order to ensure proper internal controls over the ASB disbursements, the site
should ensure that all disbursement transactions are pre-approved by the authorized administrative
personnel, a certificated advisor, and the student council. Persons in charge of ASBs need to be versed
on what expenditures are allowable for an ASB. Without the proper approvals ASBs risk spending
funds on expenditures that are not allowable under ASB guidelines. The auditor recommends that the
college find or appoint a certificated staff member to be ASB advisor.

District Response We had a Certificated (faculty) Advisor for the ASB until the Fall 2009 Semester.
During the Fall 2009 semester, the certificated advisor resigned because of health reasons. We
attempted to recruit a replacement a couple of times without success. We are currently working, with
the leadership of the Vice-President of Academic Affairs and the Vice-President of Student Services, to
recruit and train as ASB certificated advisor. Qur goal is to have one in place by the end of March 2011.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2010

SECTION 3 - FEDERAL AWARDS FINDINGS

There were no federal award findings or questioned costs in 2009-10.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2010

SECTION 4 — STATE AWARDS FINDINGS

There were no state award findings or questioned costs in 2009-10.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Status of Prior Year Findings and Questioned Costs
June 30, 2010

FINANCIAL STATEMENT FINDINGS

2009-1 FINANCIAL REPORTING

Finding Similar to the vast majority of California community college districts, the District does not
have policies and procedures in place to ensure that complete and accurate financial statements, footnote
disclosures, and management’s discussion and analysis, which conform to GASB 34 and the applicable
governmental generally accepted accounting principles, are prepared and reviewed prior to the arrival of
the independent auditors. Nor does the District have the financial resources or specialized personnel
available to ensure that all of the above are done prior to the arrival of the independent auditors.

Recommendation Due to the nature of community college finance and the specific types of financial
activities processed by the District, management and the governing board should weigh the cost of
eliminating this control weakness against the benefits to be received. If it is determined that the District
cannot fully remediate the control weakness, management should work to develop altemative
procedures that can help mitigate the financial reporting risk of the District.

Current Status Implemented.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Status of Prior Year Findings and Questioned Costs
June 30, 2010

FEDERAL AWARDS FINDINGS

There were no federal award findings or questioned costs in 2008-09.

STATE AWARDS FINDINGS

There were no state award findings or questioned costs in 2008-09.
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