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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Barstow Community College District
Barstow, California

We have audited the accompanying financial statements of the business-type activities of Barstow Community
College District (the “District”) as of and for the year ended June 30, 2011, which 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 of Barstow Community College District, as of June 30,
2011, 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 December 12, 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 conjunction with this report in considering 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 3 through 6 and the schedule of funding progress on page 28 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 (o our inquiries, the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express an opinion or
provide any assurance.

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.

meé ,Z/M&.?,fafp.

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
December 12, 2011



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2011

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, 2011,

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, 2011. 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, 2011 fiscal year ended with an increase in total net assets of $12,814,384 to a grand
total of $44,982,537.

Governmental Activities

2011 2010 Net Change
ASSETS
Current assets $ 20911,549 $ 11,667,469 3 9,244,080
Non-current assets 27,382,449 22,389,917 4,992,532
Total Assets 48,293,998 34,057,386 14,236,612
LIABILITIES
Current liabilities 2,923,060 1,563,591 1,359,469
Non-current liabilities 388,401 325,642 62,759
Total Liabilities 3,311,461 1,889,233 1,422,228
Total Net Assets $ 44,982,537 $ 32,168,153 $ 12,814,384

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2011

The District’s financial position, as a whole, was positive. During the fiscal year ending June 30, 2011, the total
net assets increased $12,814,384 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 downturn has certainly impacted the District. Accounts receivable have
again increased $595,175 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 $1,359,469.

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 result in cash flows in future fiscal periods, such
as revenues pertaining to receivables and expenses pertaining to earned, but unused, compensated balances.

Governmental Activities

2011 2010 Net Change
Revenues
Operating revenues $ 3423443 $ 3,334,021 $ 89,422
Non-operating revenues 24,302,187 22,102,236 2,199,951
Other revenues 13,482,388 - (13,482,388)
Total Revenues 41,208,018 25,436,257 15,771,761
Expenses
Operating expenses 18,009,509 17,156,477 (853,032)
Non-operating expenses 9,591,805 7,550,863 (2,040,942)
Depreciation 792,320 698,561 (93,759)
Total Expenses 28,393,634 25,405,901 (2,987,733)
Excess (deficiency) 12,814,384 30,356 12,784,028
Net Assets - Beginning 32,168,153 32,137,797 30,356
Net Assets - Ending $ 44,982,537 $ 32,168,153 $ 12,814,384

The Statement of Revenues, Expenses, and Changes in Net assets reflect a positive year due to state
apportionments for capital projects, specifically the performing arts center. Operating revenues increased slightly,
but operating expenses increased $853,032; due mostly to increased benefits costs. Non-operating revenues

increased due to increased financial aid to students. Other revenues consist of state apportionments for capital
projects.

-4.



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2011

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, 2011, was $13,298,552.

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

2011 2010 Net Change
Land and construction in progress $ 9,517,663 $ 3,961,568 3 5,556,095
Buildings and equipment 26,180,354 26,115,644 64,710
Accumulated depreciation (8,912,632) (8,145,491) (767,141)
Total Capital Assets $ 26,785,385 $ 21,931,721 $ 4,853,664

The increase in fixed assets is predominantly attributable to construction on the performing arts center.

Debt

At June 30, 2011 the District had $388,401 in long-term debt. A comparison of long-term debt is summarized
below:

Govermmental Activities

2011 2010 Net Change
Compensated absences $ 388,401 3 325,642 $ 62,759
Total Long-term Liabilities $ 388,401 $ 325,642 $ 62,759

-5.



BARSTOW COMMUNITY COLLEGE DISTRICT

Management’s Discussion and Analysis
June 30, 2011

Economic Factors

To this point, the District has continued to provide a solid foundation for the operation and enhancement of its
educational programs and services. In fiscal year 2011, expenditures exceeded revenues for the first time.
Expenditures are increasing and revenues are staying about the same. When the State’s economy and budget may
begin to grow again is unknown. Community Colleges in California have not received a cost of living increase in
four years. Though funds are available for the capital outlay projects under construction, we anticipate that there
will not be adequate funds available to meet the needs of future projects.

Currently, contracts are under negotiation with both the classified and instructional associations. The outcome of
these negotiations will impact the ability of the District to continue to support educational programs and services
at current levels. The State Chancellor’s Office decided that it would not cut the budgets of the nine smallest
Community College Districts in the current fiscal year 2012. We do not know what future years may hold if the
budget crisis continues.

The District has continued to expand career and technical education programs. It is hoped that the continued
expansion of these programs will result in additional revenues to the District at some point in time. The
completion of the current capital outlay projects — the performing arts center and the wellness center — will

increase the District’s cost of operations. It is expected that these facilities will bring in some revenue to offset
these costs.

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Net Assets
June 30, 2011

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable
Stores inventory

Total current assets
Non-Current assets:
Other postempioyment benefits other than
pensions (OPEB) asset
Fixed assets, net

Total non-current assets

TOTAL ASSETS

LIABILITIES
Current liabilities:
Current liabilities
Compensated absences-current portion
Deferred revenue
Amounts held in trust

Total current liabilities

Compensated absences payable-non-current portion
TOTAL LIABILITIES
NET ASSETS
Invested in capital assets
Restricted for:

Capital projects

Other activities
Unrestricted

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

See the accompanying notes to the financial statements.
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$

16,728,036
3,924,276
259,237

20,911,549

597,064
26,785,385

27,382,449

48,293,998

2,609,757
15,000
29,425

268,878

2,923,060

388,401

3,311,461

26,785,385

12,388,021
1,387,938
4,421,193

44,982,537

$

48,293,998




BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Revenues, Expenses and Changes in Net Assets

For the Fiscal Year Ended June 30, 2011

OPERATING REVENUES
Tuition and fees
Grants and contracts
Federal
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-operating revenues

Total non-operating revenues

Income Before Other Revenues, Expenses, Gains or Losses

OTHER REVENUES, EXPENSES, GAINS, OR LOSSES

Grants and Contracts, Capital
State

CHANGE IN NET ASSETS
NET ASSETS
Net Assets - Beginning

Net Assets - Ending

See the accompanying notes to the financial statements.

755,430

288,785
1,562,555
31,227
785,446

3,423,443 ¥V

10,229,948
3,725,462
148,468
3,443,604
462,027
792,320

18,801,829

(15,378,386)

11,906,511
2,139,388
483,262
110,354
71,243
9,405,470
185,959

(9,591,429) “
(376)

14,710,382

(668,004)

13,482,388

12,814,384

32,168,153

44,982,537




BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2011

Cash Flows from Operating Activities

Tuition and fees 3 745,885
Federal grants and contracts 253,899
State grants and contracts 1,521,540
Local grants and contracts 22,502
Payments to suppliers (1,994,364)
Payments for utilities (462,027)
Payments to/on-behalf of employees (13,999,671)
Payments to/on-behalf of students (148,468)
Auxiliary enterprise sales and charges 762,152
Net cash provided by (used in) operating activities (13,298,552)
Cash Flows from Non-capital Financing Activities
State apportionments and receipts 11,437,496
Property taxes 2,144,807
State taxes and other revenues 447,827
Financial aid, scholarship, loan trust receipts-federal 9,405,470
Financial aid, scholarship, loan trust receipts-state 185,959
Financial aid, scholarship, loan trust disbursements (9,591,429)
Other receipts (payments) (376)
Net cash provided by (used in) by non-capital financing activities 14,029,754
Cash Flows from Capital Financing Activities
State apportionments for capital purposes 13,482,388
Purchases of capital assets (5,651,572)
Proceeds from sales of capital assets 5,588
Net cash provided by (used in) capital financing activities 7,836,404

Cash Flows from Investing Activities

Interest on investments 173,448

Net cash provided by (used in) investing activities 173,448

NET DECREASE IN CASH AND CASH EQUIVALENTS 8,741,054
CASH AND CASH EQUIVALENTS

Beginning of year 7,986,982

End of year $ 16,728,036

See the accompanying notes to the financial statements.
-9.



BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Cash Flows
For the Fiscal Year Ended June 30, 2011

Reconciliation of operating loss to cash used in operating activities

Operating loss $ (15,378,386)
Depreciation and amortization 792,320
(Increase) decrease in accounts receivable (87,993)
(Increase) decrease in inventory 92,149
(Increase) decrease in other postemployment benefits (OPEB) (138,868)
Increase (decrease) in accounts payable 1,218,443
Increase (decrease) in deferred revenues (29,470}
Increase (decrease) in other liabilities 233,253
Net cash used in operating activities $ (13,298,552)

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



BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Fiduciary Net Assets
June 30, 2011

ASSETS
Cash and cash equivalents
Accounts Receivable

TOTAL ASSETS

LIABILITIES
Due to student groups
Acounts Payable

LIABILITIES AND NET ASSETS

Scholarship
ASB and Loan

Trust Fund Trust Fund
$ 106,821 $ 145,246
2,755 14,656
$ 109,576 $ 159,902
3 108,976 $ 159,902
600 -
3 109,576 3 159,902

See the accompanying notes to the financial statements.

-11-



BARSTOW COMMUNITY COLLEGE DISTRICT

Statement of Changes in Fiduciary Net Assets
For the Fiscal Year Ended June 30, 2011

Scholarship
ASB and Loan
Trust Fund Trust Fund
ADDITIONS
Student activities $ £1,867 $ 93,521
Total Additions 81,867 93,521
DEDUCTIONS
Student activities 64,858 106,225
CHANGE IN NET ASSETS 17,009 (12,704)
Net Assets - Beginning 91,967 172,606
Net Assets - Ending $ 108,976 $ 159,902

See the accompanying notes to the financial statements.
-12-



BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

NOTE 1 - 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.

Component Unit

Component units are legally separate organizations for which the District is financially accountable. Component
units may also include organizations that are fiscaily dependent on the District, in that the District approves their
budget, the issuance of their debt or the levying of their taxes. In addition, component units are other legally
separate organizations for which the District is not financially accountable but the nature and significance of the
organization’s relationship with the District is such that exclusion would cause the District’s financial statements
to be misleading or incomplete. The District has no component units.

Basis of Presentation

The basic financial statements are reported using the economic resources measurement focus and the accrual basis
of accounting. Revenues are recorded when earned and expenses are recorded when a liability is incurred,
regardless of the timing of the related cash flows. Property taxes are recognized as revenues in the year for which
they are levied. Grants and similar items are recognized as revenue as soon as all eligibility requirements have
been met.

Financial Reporting

The basic financial statements required by the Governmental Accounting Standards Board (GASB), including
Statement No. 34, Basic Financial Statements — and Management’s Discussion and Analysis — for State and
Local Governments and including Statement No. 35, Basic Financial Statements and Management's Discussion
and Analysis for Public Colleges and Universities, include a balance sheet, statement of revenues, expenses, and
changes in net assets, and a statement of cash flows. The District is considered a special-purpose government
under the provisions of GASB Statement No. 35. Accordingly. the District has chosen to present its basic
financial statements using the reporting model for special purpose governments engaged only in business-type
activities. This model allows all financial information for the District to be reported in a single column. In
accordance with the business-type activities reporting model, the District prepares its statements of cash flows
using the direct method. The effect of internal activities between fund or groups of funds has been eliminated
from these basic financial statements. The District’s operating revenues includes tuition, fees and federal and
state revenues. Operating costs include cost of services as well as materials, contracts, personnel, and
depreciation.
-13 -



BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

Cash and Cash Equivalents

The District participates in the common investment pool of the County, which is stated at cost that approximates
fair value. For purposes of the statement of cash flows, the District considers all cash and investments pooled
with the County plus any other cash deposits or investments with initial maturities of three months or less to be
cash and cash equivalents.

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

Bookstore, cafeteria, and supply inventories are recorded at cost on the first in-first out basis and expended on the
consumption method.

Restricted Cash and Cash Equivalents

Restricted cash and cash equivalents are those amounts restricted as to use pursuant to the requirements of the
District’s grants, contracts, and debt service requirements.

Capital Assets

Capital assets are recorded at cost at the date of acquisition. Donated capital assets are recorded at their estimated
fair value at the date of donation. For equipment, the District’s capitalization policy includes all items with a unit
cost of $5,000 or more and an estimated useful life of greater than one year. Buildings, as well as renovations to
buildings, infrastructures, and land improvements, that significantly increase the value or extend the useful life of
the structure are capitalized. Interest incurred during construction is not capitalized.

Depreciation of capital assets is computed and recorded by the straight-line method over the following estimated
useful life:

Asset Class Estimated Useful Life
Buildings 50
Portable buildings 15
Land improvements 10
Equipment and vehicles 8
Technology equipment 3

-14 -



BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

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.

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

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.

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, 2011.

On-Behalf Pavments

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

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 andfor 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
operating revenues in the District’s financial statements.

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.

New Accounting Pronouncements

During the 2010-2011 fiscal year, the following GASB pronouncements became effective:

In February 2009, the GASB issued GASB Statement No. 54, Fund Balance Reporting and Government Fund
Type Classifications. The objectives of this Statement is to enhance the usefulness of fund balance information
by providing clearer fund balance classifications that can be more consistently applied and by clarifying the
existing governmental fund type definitions. This Statement establishes fund balance classifications that
comprise a hierarchy based primarily on the extent to which a government is bound to observe constraints
imposed upon the use of the resources reported in governmental funds,

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

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

Notes to Financial Statements
June 30, 2011

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

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

NOTE 2 - CASH AND INVESTMENTS

Cash and investments, as of June 30, 2011, consist of the following:

Business-type activities $ 16,272,828
Fiduciary funds 455,208
Total Cash and Investments $ 16,728,036
Cash on hand and in banks b 414,431
Cash in County treasury 16,313,605
Total Cash and Investments $ 16,728,036

Policies and Practices

Under provision of the District’s investment policy, and in accordance with Section 53601 and 53602 of the
California Government Code, the District may invest in the following types of investments: The District is
authorized under California Government Code to make direct investments in local agency bonds, notes or
warrants with the State; U.S. Treasury instruments; registered State warrants or treasury notes; securities of the
U.S. Government, or its agencies; bankers acceptances; commercial paper; certificates of deposit placed with
commercial banks and/or savings and loan companies; repurchase or reverse repurchase agreements; medium-
term corporate notes; shares of beneficial interest issued by diversified management companies, certificates of
participation, obligations with first priority security; and collateralized obligations.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

General Authorizations

The table below identifies the investment types authorized for the District by the California Government Code.
The table also identifies certain provisions of the California Government Code that address interest rate risk,
credit risk, and concentration of credit risk.

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

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

Cash in County Treasury

In accordance with the Budget and Accounting Manual, the District maintains substantially all of its cash in the
San Bernardino County Treasury as part of the common investment pool. These pooled funds are carried at cost
which approximates fair value. The fair market value of the District’s deposits in this pool, as of June 30, 2011,
as provided by the pool sponsor, was $16,362,920, with an average maturity of 360 days. Interest earned is

deposited quarterly into participating funds. Any investment losses are proportionately shared by all funds in the
pool.

Interest Rate Risk

Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an
investment. The District does not have a formal investment policy that limits investment maturities as a means of
managing its exposure to fair value losses arising from increasing interest rates.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

Credit Risk
Credit risk is the risk that an issuer of an investment will not fulfili its obligation to the holder of the investment.

Government Code Sections 16430 and 53601 allow governmental entities to invest surplus moneys in certain
eligible securities. The District has no investment policy that would further limit its investment choices.

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the District’s deposits may not be returned to it.
The District does not have a policy for custodial credit risk, but all public funds are invested in bonds or
governmental backed (collateralized) securities at 110% on the amount of deposit.

Concentration of Credit Risk

Concentration of credit risk is the risk of a loss attributed to the magnitude of a government’s investment in a
single issuer. The investment policy of the District contains no limitations on the amount that can be invested in
any one issuer beyond the amount stipulated by the California Government Code. District investments that are

greater than 5 percent of total investments are in either an external investment pool or mutual funds and are
therefore exempt.

NOTE 3 - RECEIVABLES

Receivables, at June 30, 2011, consist of the following and are considered collectible in full:

Federal State Other Total
General fund $ 135,598 $ 3,305,604 $ 319,424 $ 3,760,626
ASB fund - - 2,754 2,754
Bookstore fund - - 29,572 29,572
Capital outlay fund - 28,731 - 28,731
Financial aid fund 87,602 - - 87,602
Scholarship fund - - 14,656 14,656
Other funds - - 335 335

$ 223,200 $ 3,334,335 $ 366,741 $ 3,924,276
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

NOTE 4 - CAPITAL ASSETS

The following provides a summary of changes in capital assets for the year ended June 30, 2011:

Balance Balance

Business-Type Activities July 01, 2010 Additions Deductions June 30, 2011
Historical Cost

Building $ 24648512 $ 1,440 $ S $ 24,649,952
Construction in progress 2,307,277 5,510,989 - 7,818,266
Furniture and equipment 1,461,910 94,037 25,545 1,530,402
Land 119,462 - - 119,462
Site improvements 1,534,829 45,106 - 1,579,935
Total historical cost 30,071,990 5,651,572 25,545 35,698,017
Accumulated depreciation

Building 6,062,314 673,248 - 6,735,562
Furniture and equipment 1,164,309 52,042 19,957 1,196,394
Site improvements 913,646 67,030 - 980,676
Total accumulated depreciation 8,140,269 792,320 19,957 8,912,632
CAPITAL ASSETS, NET $ 21,931,721 $ 4,859,252 $ 5,588 $ 26,785,385

NOTE 5 - ACCOUNTS PAYABLE

Accounts payable, at June 30, 2011, consisted of the following:

Business-Type Fiduciary
Activities Funds Total
Payroll 3 280,071 $ - $ 280,071
Construction 1,628,057 - 1,628,057
Vendor payable 574,319 127,310 701,629
$ 2,482,447 3 127,310 3 2,609,757
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

NOTE 6 - LONG-TERM LIABILITIES

Long-term liabilities, for the fiscal year ended June 30, 2011, are summarized as follows:

Balance Due in Long-term
July 01, 2010 Additions Deductions One Year Balance
Governmental Activities
Compensated absences $ 340,642 3 62,759 $ - $ 15,000 3 388,401

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, 2011 was $173,275 and contributions made by the District during the year were
$312,443 which resulted in a net OPEB asset for 2011 of $138,868. See Note 7 for additional information
regarding the OPEB Obligation and the postemployment plan.

NOTE 7 - OTHER POSTEMPLOYMENT BENEFITS

In addition to the pension benefits described in Note 9, the District provides post retirement health care benefits as
follows:

Faculty Classified ManaEement
Benefit types provided Medical, dental, vision and life Medical, dental, vision and life Medical, dental, vision and life
Duration of Benefits To age 65 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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

Annual OPEB Cost and Net 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 thirty years.

The following table shows the components of the District’s annual OPEB cost for the year, the amount actually
contributed to the plan, and changes in the District’s net OPEB obligation to the Plan:

Annual required contribution $ 173,275
Interest on net OPEB obligation -
Adjustment to annual required contribution -
Annual OPEB cost (expense) 173,275

Contributions made (312,143
Increase in net OPEB obligation (138,868)
Net OPEB obligation (asset), beginning of year (458,196)
Net OPEB obligation (asset), end of year 3 (597,064)

The annual OPEB cost, the percentage of annual OPEB cost contributed to the Plan, and the net OPEB obligation
for 2011 was as follows:

Year Ended Annual Required Percentage Net OPEB

June 30, Contribution Contributed Obligation
2009 $ 1,672,836 114.10% $ (368,059)
2010 $ 115,833 177.82% 5 (458,196)
2011 $ 173,275 180.14% $ (597,064)

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

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 August 1, 2010 actuarial valuation, the entry age normal method was used. The actuarial assumptions
included a 7.75% 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, 2011, was 29 years. The actuarial value of assets held in the trust at
August 1, 2010 was $2,073,366.

NOTE 8 - EMPLOYEE RETIREMENT SYSTEMS

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

CalSTRS

Plan Description — The District contributes to the California State Teachers’ Retirement System (CalSTRS), a
cost-sharing multiple-employer public employee retirement system defined benefit pension plan administered by
CalSTRS. The plan provides retirement, disability and survivor benefits to beneficiaries. Benefit provisions are
established by State statutes, as legislatively amended, within the State Teachers” Retirement Law. CalSTRS
issues a separate comprehensive annual financial report that includes financial statements and required
supplementary information. Copies of the CalSTRS annual financial report may be obtained from CalSTRS,
7667 Folsom Boulevard, Sacramento, CA 95826.

Funding Policy - Active plan members are required to contribute 8% of their salary and the District is required to
contribute an actuarially determined rate. The actuarial methods and assumptions used for determining the rate
are those adopted by the STRS Teachers’ Retirement Board. The required employer contribution rate for fiscal
year 2010-11 was 8.25% of annual payroll. The contribution requirements of the plan members are established by
State statute. The District’s contributions to CalSTRS for the last three fiscal years were as follows:

Percent of Required

Contribution Contribution
2010-2011 $ 486,937 100%
2009-2010 $ 484,964 100%
2008-2009 $ 452,073 100%
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

CalPERS

Plan Description — The District contributes to the School Employer Pool under the California Public Employees’

Retirement System (CalPERS), a cost-sharing muitiple-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’ Retirernent Law. CalPERS issues a

separate comprehensive annual financial report that includes financial statements and required supplementary

information. Copies of the CalPERS annual financial report may be obtained from the CalPERS Executive Office,
400 P Street, Sacramento, California 95814,

Funding Policy - Active plan members are required to contribute 7.0 percent of their salary and the District is
required to contribute an actuarially determined rate. The actuarial methods and assumptions used for
determining the rate are those adopted by the CalPERS Board of Administration. The required employer
contribution for fiscal year 2010-11 was 10.707 percent of annual payroll. The contribution requirements of the
plan members are established by State statute. The District’s total contributions to CalPERS for the last three
fiscal years were as follows:

Percent of Required

Contribution Contribution
2010-2011 $ 327,628 100%
2009-2010 $ 283,569 100%
2008-2009 Y 275,251 100%

Social Security

As established by Federal law, all public sector employees who are not members of their employer’s existing
retirement systems (CalSTRS or CalPERS) must be covered by social security or an alternative plan. The District
has elected to use the social security as its alternative plan.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Notes to Financial Statements
June 30, 2011

NOTE 9 - FUNCTIONAL EXPENSE

The District’s general fund operating expenses by functional classifications, for the year ended June 30, 2011, are
as follows:

Supplies, Materials
Salaries and & Other Expenses Payments
Benefits & Services to Students Total

Admissions and records $  409.024 3 32,079 $ 1,060,953 $ 1,502,056
Ancillary services 681,737 237,243 - 918,980
Auxilliary operations - - - -
Community services and economic development 557,071 91,818 - 648,889
General institutional support services 1,404,869 954,128 - 2,358,997
Instructional activities 6,360,909 572,101 - 6,933,010
Instructional administration 902,699 41,080 - 943,779
Instructional support services 246,667 45,208 - 291,875
Physical property and acquisitions 416,403 175,557 - 591,960
Planning, policy making, coordination, general support 577,413 299,200 - 876,613
Plant operations and maintenance 449,370 712,752 - 1,162,122
Student services-counseling and guidance 652,821 86,141 - 738,962
Students services-other 1,062,318 153,417 - 1,215,735

$13,721,301 3 3,400,724 $ 1,060,953 18,182,978
Depreciation expense 792,230
TOTAL 3 18,975,208

NOTE 10 - 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.

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 all litigation pending is not expected to have a material adverse
effect on the overall financial position of the District at June 30, 2011.
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Notes to Financial Statements
June 30, 2011

NOTE 11 - RISK MANAGEMENT

The District is exposed to various risks of loss related to torts, theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees; and natural disasters. The District’s risk management activities are
recorded in the General Fund. The District participates in various public entity risk pools (JPAs) for its health and
welfare benefits, workers’ compensations benefits, and property/liability insurance. Refer to Note 12 for
additional information regarding the JPAs.

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.

Southern California Scheols Southern California Schools

Purpose

Participants

Governing Board

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.

NOTE 13 - RELATED PARTY

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.

The District provides administrative services to the Foundation, a component unit. Such services have not been
included 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, 2011

Schedule of Funding Progress
Actuarial Accrued
Liability Unfunded Actuarial UAAL asa
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 {, 2008 % - $ 1.672,836 $ 1,672,836 0% $ 10,197,950 16.40%
August 1, 2010 b 2,073,366 A3 2,702.072 3 628,706 76.73% $ 10,167,189 6.18%

See the accompanying note to the required supplementary information.
-28 -
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Note to Required Supplementary Information
June 30, 2011

NOTE 1 - PURPOSE OF SCHEDULE

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.
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BARSTOW COMMUNITY COLLEGE DISTRICT

History and Organization
June 30, 2011

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, 2011, were as follows:

Member Office Term Expires
Ted P. Baca President 2012
Timothy T. Heiden Vice-President 2014
Philip M. Harris Secretary 2014
Femando R. (Fred) Baca Member 2012
Marcia E. Zableckis Member 2012

DISTRICT ADMINISTRATION

Thom M. Armstrong, Ph.D. District President

Dr. Bill Orr Interim 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, 2011

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

Student Financial Aid Cluster [1):

Pell 84.007 $ 9,199.944

SEOG 84.032 65,054

Federal Workstudy 84.063 124,066

Academic Competitiveness Grant (ACG) 84.375 48,135

Career and Technical Education -- Basic Grants to States 84.048 150,753

ARRA - State Fiscal Stablization Funds [1] 84.394 8,453

Total 9,596,405
U. S. Dept. of Health and Human Services:

Temporary Assistance Needy Family 93.558 22,706

Total 22,706

Total Federal Expenditures

[1]: 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, 2011

Program Revenues
Total
Cash Accounts Deferred Program

Program Name Received Receivable Income Total Expenditures

California Work Opportumty & Responsibility to Kids 3 76,671 $ S § - $ 76,671 $ 83,356
CARE 71,246 - - 71,246 71,777
CTE 298,045 - - 298,045 475,403
Disabled Students Programs & Services 140,814 - - 140,814 283,299
Extended Opportunity Prgorams & Services 290,681 - - 290,681 308,304
Financial Aid Administration 165,986 - - 165,986 122,922
Infrastructure Program (TTIP) - - - - 7,190
Instructional Equipment Grant - - - - 105,203
Lottery 61.714 - - 61.714 61,714
Marriculation 91,223 - - 91,223 102,119
Others 183,643 - - 183,643 356,758
Staff Diversity 3.870 - - 3,870 2,972
$ 1,383,893 $ - $ - $ 1,383,893 $ 1981.017

See the accompanying note to the supplementary information.
-32-



BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Workload Measure(s) for State General Apportionment
Annual (Actual) Attendance
For the Fiscal Year Ended June 30, 2011

A, Summer Intersession (Summer 2010)
1. Noncredit '
2. Credit
B. Summer Intersession (Summer 2011 - Prior to July 1, 2011)
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

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

H. Basic Skills Courses & Immigrant Education

1. Noncredit !
2. Credit

CCFS 320 Addendum
CDCP Noncredit FTES

Centers FTES

1. Noncredit '
2. Credit

! Including Career Development & College Preparation (CDCP) FTES

See the accompanying note to supplementary information.

Reported
Data

365

928
757

62

1,322

3,449

79
183



BARSTOW COMMUNITY COLLEGE DISTRICT

Reconciliation of Annual Financial and Budget Report with Audited Fund Balances
For the Fiscal Year Ended June 30, 2011

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

See the accompanying note to supplementary information



BARSTOW COMMUNITY COLLEGE DISTRICT

Note to Supplementary Information
June 30, 2011

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 College District for the year ended June 30, 2011 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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INDEPENDENT AUDITORS REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Trustees
Barstow Community College District
Barstow, California

We have audited the financial statements of the business-type activities that comprise the basic financial
statements of Barstow Community College District (the “District™} as of and for the year ended June 30, 2011,
and have issued our report thereon dated December 12, 2011. We conducted our audit in accordance with
auditing standards generally accepted in the United States of America and the standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroiler 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 did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.

-36-

17072 Silica Drive, Suite 101 * Victorville ¢ California 92395
(760) 241-6376 ® Fax (760)241-2011
10670 Civic Center Drive, Suite 110 ® Rancho Cucamonga ® California 91730
(909) 466-0900
messnerandhadley.com



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 Government Auditing
Standards.

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.

mmw) £ B/am?, LELF

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
December 12, 2011
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD
HAVE A DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Board of Trustees
Barstow Community College District
Barstow, California

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, 2011. 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 Comptrolier General of the United States; and OMB Circular A-133, Adudits 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, 2011.

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
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.

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

77fcmw £ E/a{&?, LLE

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
December 12, 2011
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INDEPENDENT AUDITORS’ REPORT ON STATE COMPLIANCE

The Board of Trustees
Barstow Community Coliege District
Barstow, California

We have audited the financial statements of the business-type activities of Barstow Community College District,
as of and for the year ended June 30, 2011, and have issued our report thereon dated December 12, 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. Qur 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 I[nstructors (50 Percent Law)
— Gann Limit Calculation

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
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The Board of Trustees
Barstow Community College District

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

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. Our examination was conducted in accordance
with attestation standards established by the American Institute of Certified Public Accountants and, accordingly,
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
examination provides a reasonable basis for our opinion. Qur examination does not provide a legal determination
on the District’s compliance with specified requirements.

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.
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Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
December 12, 2011
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FINDINGS AND RECOMMENDATIONS




BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2011

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:

-- Material 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 510(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:

-42 .

Unqualified

No
No
No

No
No

Unqualified

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 30,2011

SECTION 2 - FINANCIAL STATEMENT FINDINGS

2011-1

TUITION AND FEES ACCOUNTS RECEIVABLE

Specific Requirement The College is required to maintain complete and accurate records of
student accounts receivable, including tuition and other fees.

Condition In examining the College’s accounts receivable amounts, we determined the College is
not able to produce an accurate accounting of student accounts receivable, due to limitations in the
systern used to track student accounts receivable.

Effect Without proper amounts of tuition and fees receivable, the College may inaccurately report
their tuition and fees revenue, which could potentially result in a material misstatement of the
College’s financial statements.

Cause The College does not currently have the ability, through their accounting system, to
accurately report the total amount of student accounts receivable.

Questioned Costs None

Recommendation It is recommended that the College either purchase the accounting software
needed to produce this information, or develop in-house reporting capabilities to properly report
these amounts.

District Response  The District agrees with the auditors’ finding. In order to rectify this problem,
the District will develop a report that identifies students with outstanding balances and the charges
associated with that account by term. We expect to have this report completed and operational by
June 30, 2012.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2011

SECTION 3 - FEDERAL AWARDS FINDINGS

The results of our tests did not disclose any findings and questioned costs related to the federal awards.



BARSTOW COMMUNITY COLLEGE DISTRICT

Schedule of Findings and Questioned Costs
June 30, 2011

SECTION 4 - STATE AWARDS FINDINGS

The results of our tests did not disclose any findings and questioned costs related to the state awards.
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BARSTOW COMMUNITY COLLEGE DISTRICT

Status of Prior Year Findings and Questioned Costs
June 30, 20t 1

FINANCIAL STATEMENT FINDINGS

2010-1 ASB INTERNAL CONTROLS
DISBURSEMENTS

Finding According to Education Code Section 76023, ASB funds need to be pre-approved by the
authorized administrative personnel, a certificated advisor, and the student council. ASB 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.

Current Status Implemented.

-46 -



BARSTOW COMMUNITY COLLEGE DISTRICT

Status of Prior Year Findings and Questioned Costs
June 30, 2011

FEDERAL AWARDS FINDINGS

There were no federal award findings or questioned costs in 2009-10.

STATE AWARDS FINDINGS

There were no state award findings or questioned costs in 2009-10.
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