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INDEPENDENT AUDITORS’ REPORT

The Board of Trustees
Victor Valley Community College District

We have audited the accompanying financial statements of the business-type activities of Victor Valley Community
College District (the “District”), as of and for the year ended June 30, 2008, 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 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 opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective financial
position of the business-type activities and the aggregate discretely presented component unit of Victor Valley
Community College District, as of June 30, 2008, and the respective changes in financial position and cash flows for the
year then ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated September 10, 2008, 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 grants. 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 read in conjunction with this report in considering the
results of our audit.

The Management’s Discussion and Analysis on pages 3 through 12 is not a required part of the basic financial statements
but is supplementary information required by the Governmental Accounting Standards Board (GASB). We have applied
certain limited procedures, consisting principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on 1t.
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Our audit was conducted for the purpose of forming opinions on the financial statements that collectively comprise the
District’s basic financial statements. The accompanying information listed as supplementary information in the table of
contents is presented for purposes of additional analysis and is not a required part of the financial statements. The
accompanying Schedule of Expenditures of Federal Awards is also 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, is not a required part of the basic financial statements. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statements taken as a whole.

777@444&0u £ ,3/44&7/ LLF,

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
September 10, 2008



Victor Valley Community College District

Management’s Discussion and Analysis
June 30, 2008

INTRODUCTION

The following discussion and analysis provides an overview of the financial position and activities of the Victor Valley
Community College District (the “District”) for the year ended June 30, 2008. The discussion has been prepared by
management and should be read in conjunction with the financial statements and notes thereto which follow this section.

Victor Valley Community College District was established in 1961 and serves the County of San Bernardino and a small
portion of the County of Los Angeles. Students in our college may complete the freshman and sophomore years of a
baccalaureate degree and transfer to upper division study at a university or complete a certificated vocational program and
move directly into the workforce.

OVERVIEW OF THE FINANCIAL STATEMENTS

The District was required to implement the reporting standards of Governmental Accounting Standards Board Statements
No. 34 and 35 during fiscal year 2002-03 using the Business Type Activity (BTA) model. The California Community
College Chancellor’s Office, through its Fiscal Standards and Accountability Committee, recommended that all
community college districts implement the new reporting standards under the BTA model. To comply with this
recommendation and to report in a manner consistent with other California Community College Districts, the District has
adopted the BTA reporting model for purposes of financial statement preparation and reporting.

USING THIS ANNUAL REPORT
This annual report consists of the following sections:

e Management Discussion and Analysis (MD&A) utilizing a current year / prior year format
¢ District-wide Basic Financial Statements, including required notes to the financial statements
¢ Supplementary information

DISTRICT-WIDE BASIC FINANCIAL STATEMENTS

The District-wide Basic Financial Statements are designed to provide the reader with a broad overview of the District’s
finances, in a manner similar to a private sector business.

The Statement of Net Assets presents information on all 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 serve as a useful indicator of whether
the financial position of the District is improving or deteriorating.
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Management’s Discussion and Analysis
June 30, 2008

The Statement of Revenues, Expenses, and Changes in Net Assets focus on the costs of the District’s operational
activities, which are supported mainly by property taxes and by state apportionment as well as other revenues. This
approach is intended to summarize and simplify the user’s analysis of the costs of various District services to students and
the public. This statement also shows how the District’s net assets changed during the most recent fiscal year. All
changes in nets assets are reported as soon as the underlying event giving rise to the change occurs, regardless of the
timing of the related cash flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in futures periods, e.g., earned but unused employee vacation balances.

FINANCIAL HIGHLIGHTS

This section provides condensed information for each of the three basic financial statements, as well as illustrative charts
and tables.

Of the 117 community colleges in California, Victor Valley Community College District has the ninth fastest growth rate
in the State. This growth trend will continue into the 2008-2009 fiscal year at a rate of 5.89%. Presently, the State
provides funding for 95% of the college’s anticipated growth. This level of funding continues to push the college staff to
manage resources effectively and efficiently, and to make very prudent financial decisions. It is imperative that the
college meet its growth targets because future funding is determined by the District’s ability to grow to its target levels.

The District’s primary funding is based upon an apportionment allocation made by the State of California Community
Colleges Chancellor’s Office. The primary basis for the Chancellor’s apportionment calculation is the District’s reporting
of Full-Time Equivalent Students (FTES). Below is the District’ five-year trend for FTES:

TREND OF FULL-TIME STUDENTS AS REPORTED ON THE
CALIFORNIA COMMUNITY COLLEGES SIMULATED RECALCULATION

Fiscal Year Credit FTES Non-Credit FTES
2003-2004 7,801 487
2004-2005 8,782 398
2005-2006 8,745 304
2006-2007 8,729 258
2007-2008 9,245 265
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FINANCIAL HIGHLIGHTS, Continued

Once the Chancellor’s Office calculates the District’s base apportionment, it reduces the net amount to be distributed by
the amount of property taxes and enrollment fees expected to be paid directly to the District. The matrix below lists the
three components and illustrates the net effect of the changes. Overall, total apportionment increased by $1,643,499.

2008 2007 Difference
Property Tax Revenue $ 8,330,000 $ 8,365,053 $ (35,053)
Tuition and Fees 3,076,552 2,776,000 300,552
Apportionment 35,328,000 33,950,000 1,378,000
Totals $ 46.734.552 $  45.091.053 $ 1.643.499

SELECTED HIGHLIGHTS

¢ During fiscal year 2007-2008, total full-time equivalents students (FTES) increased approximately 5.91% for
credit courses and increased 2.7% for non-credit courses.

e The District has focused much attention in the area of enrollment management. The District has seen classroom
fill rates go from 48% to over 75%. What this means is that the District earns more FTES at no extra cost. As
mentioned previously, credit and non-credit FTES, along with other workload measures, are the basis for the
District’s state apportionment.

STATEMENT OF NET ASSETS

The Statement of Net Assets presents the assets, liabilities and net assets of the District as of the end of the fiscal year, and
is prepared using the accrual basis of accounting, which is similar to the accounting basis used by most private-sector
organizations. The Statement of Net Assets is a point of time financial statement whose purpose is to present to the
readers a fiscal snapshot of the District. The Statement of Net Assets presents end-of-year data concerning assets,
liabilities and net assets.

From the data presented, readers of the Statement of Net Assets are able to determine the assets available to continue
operations of the District. Readers are also able to determine how much the District owes vendors and employees.
Finally, the Statement of Net Assets provides a picture of the net assets and their availability for expenditure by the
District.
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STATEMENT OF NET ASSETS, Continued

(amounts in thousands)

ASSETS
Current assets
Non-current assets
Total Assets

LIABILITIES
Current liabilities
Non-current liabilities
Total Liabilities

Net Assets
Invested in capital assets, net of related debt
Restricted
Unrestricted
Total Net Assets

Total Liabilities and Net Assets

The difference between total assets and total liabilities is one indicator of the current financial condition of the District;
the change in net assets is an indicator of whether the overall financial condition has improved or worsened during the
year. The District’s net assets increased from last year by $14,760,044 for the fiscal year ending June 30, 2008. The
District currently has a 5.3% unrestricted reserve. Assets and liabilities are generally measured using current values. One
notable exception is capital assets, which are stated at historical cost less accumulated depreciation.

The Net Assets are divided into three major categories. The first category, invested in capital assets, provides the equity
amount in the property, plant and equipment owned by the District. The second category, expendable restricted net
assets, are net assets available for expenditure by the District, but must be spent for purposes as determined by external
entities and/or donors that have placed time or purpose restrictions on the use of the assets. The final category is

2008 2007 Net Change

$ 22,762 18,672 $ 4,090

109,082 100,612 8,470

$ 131,844 119,284 $ 12,560
$ 7,100 7,525 $ (425)
64,137 65,911 (1,774)
71,237 73,436 (2,199)

16,639 (1,660) 18,299
757 982 (225)
43,211 46,526 (3,315)

60,607 45,848 14,759

$ 131,844 119,284 $ 12,560

unrestricted net assets that are available to the District for any lawful purpose of the District.

e Approximately 16 percent of the cash balance and investments is cash deposited in the San Bernardino County
Treasury Pool, and approximately 84 percent is cash deposited in guaranteed investment contracts. All funds are
invested in accordance with Board Policy, which emphasizes prudence, safety, liquidity, and the return on
investment. The Statement of Cash Flows contained within these financial statements provides greater detail

regarding the sources and uses of cash.

e The majority of the accounts receivable balance, in the amount of $6,738,465, is from federal and state sources for

grant and entitlement programs.
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STATEMENT OF NET ASSETS, Continued

e Capital assets had a net balance of $77.0 million. Depreciation expense of $2.9 million was recognized during
2007-2008. Debt liabilities related to capital assets of $60.378 million have been recognized against the increase
in capital assets.

e Accounts payable in the amount of $5.58 million are amounts due as of the fiscal year-end for goods and services
received as of June 30, 2008. Other current liabilities in the amount of $431,200 related mainly to deferred
revenues, and non-current liabilities in the amount of $1,088,492 for certificates of participation and capital leases
have been recognized for the year ended June 30, 2008.

e The District currently has $52.5 million outstanding related to the issuance of the certificates of participation debt.
Additional information regarding long term debt is included in the Debt Administration section of this discussion
and analysis.

e The District’s current investment in capital assets, net of related debt, is $16.64 million.

e The unrestricted net assets ending balance is related to recognizing depreciation on fixed assets in the amount of
$2.9 million, accrued post-employment benefits of $7.1 million, and accrued vacation of $1.5 million. The long-
term goal to improve the unrestricted net assets balance includes the establishment of contingency reserves for
post-employment benefits and vacation liabilities. The District has established an irrevocable trust for its post-
employment retiree benefits, and will make an initial investment in 2008-2009.

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

Changes in total net assets as presented in the Statement of Net Assets are based on the activity presented in the Statement
of Revenues, Expenses, and Changes in Net Assets. The purpose of this statement is to present the operating and non-
operating revenues earned, whether received or not by the District, the operating and non-operating expenses incurred,
whether paid or not by the District, and any other revenues, expenses, gains and/or losses earned or incurred by the
District. Thus, this Statement presents the District’s results of operations.
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS, Continued

Condensed Statement of Revenues, Expenses and Changes in Net Assets for the Years Ended June 30, 2008 and 2007:

(amounts in thousands) 2008 2007 Net Change
Revenues
Operating
Tuition and fees $ 3,077 $ 2,776 $ 301
Grant revenue 26,129 25,707 422
Other 4787 4,171 616
Total operating revenue 33,993 32,654 1,339
Non-operating
Apportionment and property taxes 43,839 41,933 1,906
Capital grants 10,978 15,272 (4,294)
Other 5,949 4,691 1,258
Total non-operating revenue 60,766 61,896 (1,130)
Total Revenues 94,759 94,550 209
Expenses
Operating
Salaries and benefits 46,895 51,352 4,457)
Payments to students 15,295 13,498 1,797
Other 15,081 12,547 2,534
Total operating expenses 77,271 77,397 (126)
Non-operating 2,702 5,208 (2,506)
Total Expenses 79,973 82,605 (2,632)
Excess 14,786 11,945 2,841
Net Assets - Beginning 45,821 33,903 11,918
Net Assets - Ending $ 60,607 $ 45,848 $ 14,759

The schedule above has been prepared from the Statement of Revenues, Expenses, and Changes in Net Assets. State
general apportionment, while budgeted for operations, is considered non-operating revenues, according to the
Governmental Accounting Standards Board’s (GASB) prescribed reporting format. Grants and contracts revenue includes
student financial aid, as well as specific federal and state grants received for programs serving the students of the District.
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STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS, Continued

Total Operating Revenues reflects an increase in tuition and fees of $300,552 from the previous year. This is a marked
improvement over the prior year, as the District has seen an increase in the number of students coming to the college.
There was an 8.7% increase in the student headcount at the District. As a result, the District was able to restore its
funding base and grow by an additional 3%. Grants and contracts increase and decrease when grant period ends or when
new grants are obtained by the District. Auxiliary sales and charges reflect increases in bookstore sales.

Generally, operating revenues are earned for providing goods and services to the various customers and constituencies of
the District. Operating expenses are those expenses incurred to acquire or produce the goods and services provided in
return for operating revenues and to fulfill the mission of the District. Non-operating revenues are those received or
pledged for which goods and services are not provided; for example, state appropriations are non-operating because they
are provided by the legislature to the District without the legislature directly receiving commensurate goods and services
for those revenues.

e Tuition and fees are generated by the resident, non-resident and foreign fees paid by the students attending Victor
Valley Community College, including fees such as parking fees, community services classes and other related fees.
As noted previously in this discussion and analysis, enrollment continues to grow which translates into increased
tuition and fees.

e Non-capital grants and contracts are primarily those received from federal and state sources and used in the
instructional program.

e State apportionment is generated based on the workload measures reported to the State by the District. The
District has experienced increases in the various workload measures.

e Local property taxes are received through the Auditor-Controller’s Office for San Bernardino and Los Angeles
Counties. The amount received for property taxes is deducted from the total State general apportionment amount
calculated by the State for the District.

Total operating expenses decreased by only $126,693. The decrease is comprised of three parts: 1) salaries and benefits
decreased by $4,459,563; 2) supplies, maintenance, payments to students, and other operating expense increased by
$4,188,493; and 3) depreciation and amortization increased by $292,318.

Operating expenses are 60.6% related to personnel costs. The balance of operating expenses is for supplies, materials,
other operating expenses, financial aid, utilities and depreciation expense.
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EXPENDITURES BY ACTIVITY

Following is a table summarizing the District’s General Fund expenditures by activity, less debt service and transfers out:

Salaries and Operating
Benefits Expenses Capital Outlay Other Outgo Total
Functional classifications

Instruction $ 26,242,564 $ 970,070 $ 321,836 $ - $ 27,534,470
Academic support 3,291,763 438,553 94,200 - 3,824,516
Student services 7,326,491 1,296,538 21,830 478,603 9,123,462
Operation and maintenance of plant 2,448,376 2,275,062 367,526 - 5,090,964
Institutional support 6,472,850 3,748,030 984,313 - 11,205,193
Community services and economic development 322915 82,595 4,666 410,176
Auxiliary operations 99,449 60,324 4,046 - 163,819
Student aid - - - 184,084 184,084
Other outgo - - - 2,398,595 2,398,595

$ 46,204,408 $ 8871172 $ 1,798,417 $ 3,061,282 $ 59,935,279

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 users assess the District’s ability to generate positive cash flows, meet obligations as they come due,

and the need for external financing.

The Statement of Cash Flows is divided into five parts. The first part reflects operating cash flows and shows the net cash
used by the operating activities of the District. The second part details cash received for non-operating, non-investing and
non-capital financing purposes. The third part shows cash flows from capital and related financing activities. This part
deals with the cash used for the acquisition and construction of capital and related items. The fourth part provides
information from investing activities and the amount of interest received. The last section reconciles the net cash used by
operating activities to the operating loss reflected on the Statement of Revenues, Expenses and Changes in Net Assets.

Condensed Statement of Cash Flows For the Years Ended June 30, 2008 and 2007:

(amounts in thousands) 2008 2007 Net Change

Cash used in operating activities $ (35,289) $ (45,561) $ 10,272
Cash provided by non-capital financing 43,141 41,487 1,654
Cash used in capital financing (13,894) (759) (13,135)
Cash provided by investing activities 11,652 3,094 8,558

Total cash provided by (used in) 5,610 (1,739) 7,349

Cash - Beginning 7,866 9,605 (1,739)

Cash - Ending $ 13,476 $ 7,866 $ 5,610

-10 -
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STATEMENT OF CASH FLOWS, Continued

The primary operating activities contributing to cash flow are student tuition and fees and federal, state, and local grants
and contracts, while the primary operating activity using cash flow throughout the year is the payment of salaries and
benefits.

Even though State apportionment and property taxes are the primary source of non-capital related revenue (and cash
flow), the new GASB accounting standards require that these sources of revenue be shown as non-operating revenue,
since they come from general resources of the State and not from the primary users of the college’s programs and services
(students). The District depends upon this funding as the primary source of funds to continue the current level of
operations.

Cash flow used operating activities increased by $10.3 million during fiscal year 2007-2008. The majority of the increase
is due to the District collecting $14 million more in grants and contracts.

Cash flow used by capital financing activities decreased by $13.1 million from 2006-2007. This was caused
predominantly by a $12.8 million increase in cash paid for capital assets.

The primary use included in capital and related financing activities is the purchase of capital assets (buildings, building
improvements, and equipment). The increase in cash payments for capital projects is attributable to the Advanced
Technology Center and the Speech/Drama addition projects, as well as funds from the Redevelopment Agencies (RDAs).

DISTRICT’S FIDUCIARY RESPONSIBILITY

The District is the trustee, or fiduciary, for certain amounts held on behalf of 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
these assets cannot be used to finance operations. The District is responsible for ensuring that the assets reported in these
funds are used for their intended purposes.

CAPITAL ASSETS

At June 30, 2008 the District had total capital assets of $77.0 million consisting of land, buildings and building
improvements, construction in progress, vehicles, data processing equipment and other office equipment. These assets
have accumulated depreciation of $28.8 million.

Capital additions consist primarily of replacement, renovation and new construction of facilities, as well as significant
investments in equipment, including information technology. Current year additions were funded with a combination of
special categorical, unrestricted general fund dollars, and capital outlay appropriations.

(amounts in thousands) 2008 2007 Net Change
Land and construction in progress $ 1,925 $ 20,089 $ (18,164)
Buildings and equipment 103,866 65,896 37,970
Accumulated depreciation (28,773) (25,853) (2,920)
Total Capital Assets $ 77,018 $ 60,132 $ 16,886

- 11 -
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DEBT

At June 30, 2007 the District had $52.55 million in debt related to the Certificates of Participation (COP) bonds. The
COP bond was issued in 1997 to payoff 1994 and 1996 issues totaling $45 million, and to fund various projects related to
the construction, purchase and renovation of instructional and student facilities. Debt payments on the COP will be
funded through the general fund receipts and investments over the term of the COP, unless a general obligation bond is
approved by voters. The District will be taking a bond measure before the voters in November 2008. If successful, the
general obligation bond will be used in part to retire this outstanding debt. See notes to the financial statements for
additional information on long-term liabilities.

(amounts in thousands) 2008 2007 Net Change
Certificates of participation $ 52,550 $ 52,950 $ (400)
Capital leases 7,828 8,842 (1,014)
Other long-term liabilities 4,847 5,922 (1,075)
Total Long-term Liabilities $ 65,225 $ 67,714 $ (2,489)

ECONOMIC FACTORS THAT MAY AFFECT THE FUTURE

The Governor’s Budget has, as expected, pointed to the deepening slump in the housing sector as the primary reason for
the overall slowdown in the state and national economies. However, the Administration is not forecasting a recession.
Jobs and incomes are expected to grow, but at a much slower rate. California personal income, a key barometer of the
state’s economic health, is forecast to increase .8% in 2008 and 5.2% in 2009. Employment growth slows significantly
from the 1.4% range last year to 1% or less through 2009.

Community colleges in the state will be limited on the amount of growth for which they will be funded. It is projected
that districts will only be funded for 3% growth. That means that any growth beyond that will not be funded by the state.

The next few years will be challenging as the state attempts to balance its budget. The District has been through this cycle
over the years and will, no doubt, recover as it always has. The District will look for other revenue sources that will help
cushion these lean budget times at the state.

In his January 2009 proposal, Governor Schwarzenegger recognizes California’s community colleges as the safety net for

job training and higher education in California. With unemployment currently at 8.4% and expected to rise to 9.4% by
2010, keeping the doors open to community colleges is essential for California’s economic recovery.

-12-
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ASSETS
Current assets:
Cash and cash equivalents 13,673,255
Accounts receivable 6,733,535
Internal balances 657,827
Stores inventory 1,677,841
Other assets 19,393
Total current assets 22,761,851
Non-current assets:
Investments 32,065,326
Fixed assets, net 77,017,745
Total non-current assets 109,083,071
TOTAL ASSETS 131,844,922
LIABILITIES
Current liabilities:
Current liabilities 5,580,148
Deferred revenue 431,200
Current portion of long-term debt 1,088,492
Total current liabilities 7,099,840
Non-current liabilities 64,136,629
TOTAL LIABILITIES 71,236,469
NET ASSETS
Invested in capital assets 16,639,505
Restricted 757,443
Unrestricted 43,211,505
TOTAL NET ASSETS 60,608,453
TOTAL LIABILITIES AND NET ASSETS $ 131,844,922

The accompanying notes are an integral part of these financial statements.
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Statement of Revenues, Expenses, and Changes in Net Assets
For the Year Ended June 30, 2008

OPERATING REVENUES
Tuition and fees
Grants and contracts
Federal
State
Local
Auxilary enterprise sales and charges

Total Operating Reveunes

OPERATING EXPENSES
Salaries
Benetfits
Payments to students
Supplies and materials
Other services and operating expenses
Depreciation

Total Operating Expenses
OPERATING INCOME/(LOSS)

NON-OPERATING REVENUES/(EXPENSES)
State apportionments, non-capital
Local property taxes
State taxes and other revenues
Investement income - non-capital
Interest expense - capital asset-related debt
Other non-operating revenues
Other non-operating expenses

Total non-operating revenues

Income Before Other Revenues, Expenses, Gains, or Losses
State apportionments, capital

CHANGE IN NET ASSETS
NET ASSETS
Net Assets - Beginning

Net Assets - Ending

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

3,076,552

17,838,481
6,189,318
2,101,562
4,786,761

33,992,674

37,708,719
9,183,269
15,294,601
1,385,354
10,777,176
2,920,263

77,269,382

(43,276,708)

35,328,052
8,330,192
180,692
3,412,861
(1,978,255)
2,535,798
(723,288)

47,086,052

3,809,344
10,978,183

14,787,527

45,820,926

60,608,453




Victor Valley Community College District

Statement of Cash Flows
For the Year Ended June 30, 2008

Cash Flows from Operating Activities
Tuition and fees
Grants and contracts
Payments to suppliers
Payments to/on-behalf of employees
Student loans/grants
Auxiliary enterprise sales and charges
Other receipt (payments)

Net cash provided by (used in) operating activities

Cash Flows from Non-Capital Financing Activities
State apportionments and receipts
Property taxes
Other receipts (payments)

Net cash provided by (used in) non-capital financing activities

Cash Flows from Capital Financing Activities
State apportionments for capital purposes
Purchases of capital assets
Interest paid on capital debt
Principal paid on capital debt
Local property taxes and other revenues for capital purposes

Net cash provided by (used in) captial financing activities
Cash Flows from Investing Activities
Proceeds from sales and maturities of investments
Interest on investments
Net cash provided by (used in) investing activities

NET DECREASE IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
Beginning of year

End of year

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

2,997,806
29,891,709
(12,153,782)
(46,848,249)
(15,323,673)
4,728,031

1,419,059

(35,289,099)

34,961,862
6,631,814
1,547,539

43,141,215

10,978,183
(21,451,604)
(2,083,146)
(1,413,792)

76,457

(13,893,902)

8,414,769
3,434,454

11,849,223

5,807,437

7,865,818

$

13,673,255




Victor Valley Community College District

Statement of Cash Flows
For the Year Ended June 30, 2008

Reconciliation of operating loss to cash used in operating activities

Operating loss $ (43,276,708)
Depreciation 2,920,263
Decrease in accounts receivable 4,996,426
Increase in inventory (772,805)
Decrease in other assets 117,859
Increase in accounts payable 796,220
Decrease in deferred revenue (70,354)
Net cash used in operating activities $ (35,289,099)

The accompanying notes are an integral part of these financial statements.
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Victor Valley Community College District

Statement of Fiduciary Net Assets and Changes in Fiduciary Net Assets

For the Year Ended June 30, 2008

ASSETS
Cash and cash equivalents
Accounts receivable

TOTAL ASSETS

LIABILITIES
Current liabilities

NET ASSETS
Due to student groups
Due to employees

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

OPERATING REVENUE
Fees and receipts

OPERATING EXPENSE
Services and activities
CHANGE IN NET ASSETS

NET ASSETS
Net Assets - Beginning

Net Assets - Ending

Student Body
Center Fee Health Trust Associated
Fund Fund Student Body Total
$ 15,862 $ 61,981 $ 172,721 250,564
1,944 838 2,148 4,930
$ 17,806 $ 62,819 $ 174,869 255,494
$ 9,636 $ - $ 35,533 45,169
8,170 - 139,336 147,506
- 62,819 - 62,819
8,170 62,819 139,336 210,325
$ 17,806 $ 62,819 $ 174,869 255,494
Student Body
Center Fee Health Trust Associated
Fund Fund Student Body Total
$ 95,743 $ 43,506 $ 166,771 306,020
95,743 - 137,021 232,764
- 43,506 29,750 73,256
8,170 19,313 109,586 137,069
$ 8,170 $ 62,819 $ 139,336 210,325

The accompanying notes are an integral part of these financial statements.
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

NOTE 1~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies of the Victor Valley Community College District (the “District”) conform to accounting
principles generally accepted in the United States of America as prescribed by the Government Accounting Standards
Board (GASB) and the American Institute of Certified Public Accountants. The District accounts for its financial
transactions in accordance with the policies and procedures of the California State Chancellor’s Office Budget and
Accounting Manual.

A. Financial Reporting Entity
The Victor Valley Community College District provides higher education in the County of San Bernardino, State of
California.

The District and the Victor Valley Community College District Facilities Corporation (the “Corporation™) have a
financial and operational relationship which meets the reporting entity definition criteria of the GASB Statement No.
14 for the inclusion of the Corporation as a component unit of the District. Accordingly, the basic, but not the only,
criterion for including a governmental department, agency, institution, commission, public authority, or other
governmental organization in a governmental unit’s reporting entity for financial reports is the ability of the
governmental unit’s elected officials to exercise oversight responsibility over such agencies. Oversight responsibility
implies that one governmental unit is dependent on another and that the dependent unit should be reported as part of
the other.

Oversight responsibility is derived from the governmental unit’s power and includes, but is not limited to:

Financial interdependency

Selection of govemning authority
Designation of management

Ability to significantly influence operations
Accountability for fiscal matters

Accordingly, for the year ended June 30, 2008, the financial activities of the Corporation have been blended into the
financial statements of the District.

B. Basis of Presentation

The District is accounted for as a Business Type Activity, as defined by Governmental Accounting Standards Board
(GASB) Statements No. 34/35, Basic Financial Statements — Management’s Discussion and Analysis — for State and
Local Governments, and for Public Colleges and Universities, and its financial statements are presented on the accrual
basis of accounting. Under this method, revenues are recognized when they are earned, and expenses are recognized
when they are incurred.

The District applies all Governmental Accounting Standards Board (GASB) pronouncements as well as the Financial

Accounting Standards Board (FASB) pronouncements issued on or before November 20, 1989, unless those
pronouncements conflict with or contradict GASB pronouncements.
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

C. Basis of Accounting — Measurement Focus

Entity-Wide Financial Statements

The entity-wide statements are prepared using the economic resources measurement focus and the accrual basis of
accounting. Revenues are recorded when earned and expenditures are recorded when a liability is incurred, regardless
of the timing of the related cash flows.

The entity-wide statement of activities presents a comparison between operating revenues and operating expenses of
the District. Revenues and expenses that are not classified as operating revenues or expenses are presented as non-
operating revenues and expenses. Non-operating revenues and expenses include state apportionments, property taxes,
interest and investment income, or expenses as these sources and uses of funds are derived from the general population
and not from operations.

Net assets are reported as restricted when constraints placed on net asset use are either externally imposed by creditors
(such as through debt covenants), grants, contributors, or laws or regulations of other governments or imposed by law
through constitutional provision or enabling legislation.

Revenues — Exchange and Non-Exchange Transactions

Revenue resulting from exchange transactions, in which each party gives and receives essentially equal value, is
recorded on the accrual basis when the exchange takes place. Available means that the resources will be collected
within the current fiscal year or are expected to be collected soon enough thereafter to be used to pay liabilities of the
current fiscal year. For the District, available means expected to be received within 90 days of the fiscal year-end.

Non-exchange transactions, in which the District receives value without directly giving equal value in return, include
state apportionments, property taxes, certain grants, entitlements, and donations. Revenue from state apportionments
is generally recognized in the fiscal year in which it is apportioned from the State. Revenue from property taxes is
recognized in the fiscal year in which the taxes are received. Revenue from certain grants, entitlements, and donations
is recognized in the fiscal year in which all eligibility requirements have been satisfied. Eligibility requirements
include time and purpose requirements. On a modified accrual basis, revenue from non-exchange transactions must
also be available before it can be recognized.

Deferred Revenue

Deferred revenue arises when potential revenue does not meet both, the “measurable” and “available”, criteria for
recognition in the current period or when resources are received by the District prior to the incurrence of qualifying
expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the District has a legal
claim to the resources, the liability for deferred revenue is removed from the combined balance sheet and revenue is
recognized. Certain federal and state grants received before the eligibility requirements are met are recorded as
deferred revenue.

Expenses / Expenditures

On the accrual basis of accounting, expenses are recognized at the time they are incurred. Allocations of costs, such as
depreciation and amortization, are recognized in the entity-wide financial statements although they are not allocated in
individual funds within the District’s financial records.

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 equivalents also include
cash with County treasury balances for purposes of the statement of cash flows.
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

Investments

In accordance with GASB Statement No. 31, Accounting and Reporting for Certain Investments and for External
Investment Pools, investments are stated at fair value. Fair value is estimated based on quoted market prices at year-
end. Investments for which there are no quoted market prices are not material.

Accounts Receivable

Accounts receivable are written off when they are determined to be uncollectible. The accounts receivable balances,
as of June 30, 2007, do not include an allowance for doubtful accounts since any uncollectible portion is considered to
be immaterial.

Stores Inventory

Inventory consists of books, instructional materials, sundry items held for resale to students and staff of the College.
Inventory is valued at cost utilizing the weighted-average method. Cost is recorded as an expense at the time the items
are withdrawn from inventory and sold.

Capital Assets

Capital assets purchased or acquired with an original cost of $5,000 or more are reported at historical cost or estimated
historical cost. Contributed assets are reported at fair market value as of the date received. Additions, improvements,
and other capital outlays that significantly extend the useful life of an asset are capitalized. Other costs incurred for
repairs and maintenance are expensed as incurred. Depreciation on all assets is provided on the straight-line basis over
the following estimated useful lives:

Asset Class Estimated Useful Life

Land Not Applicable

Construction in progress Not Applicable
Site improvements 20 years

Machinery and equipment 5 to 20 years

Vehicles 8 years

Infrastructure 25 to 65 years
Buildings 39 years

Compensated Absences

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The entire
compensated absence liability is reported on the entity-wide financial statements.

Sick leave is accumulated without limit for each employee at the rate of one day for each month worked. Leave with
pay is provided when employees are absent for health reasons; however, the employees do not gain a vested right to
accumulate sick leave. Employees, therefore, are never paid for any sick leave balance at termination of employment
or any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in the District’s
financial statements. However, credit for unused sick leave is applicable to all classified school members who retire
after January 1, 1999. At retirement, each member will receive .004 year of service credit for each day of unused sick
leave.

Accrued Liabilities and Long-Term Obligations
All payables, accrued liabilities, and long-term obligations are reported in the entity-wide financial statements.
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

Net Assets

Net assets represent the residual interest in the District’s assets after liabilities are deducted. In accordance with GASB
Statements No. 34/35, the Fund Equity section on the Statement of Net Assets was combined to report total net assets
and present it in three broad components: (1) invested in capital assets, net of related debt; (2) restricted; and (3)
unrestricted. Net assets invested in capital assets, net of related debt include capital assets net of accumulated
depreciation and outstanding principal balances of debt attributable to the acquisition, construction or improvement of
those assets. Net assets are restricted when constraints are imposed by third parties or by law through constitutional
provisions or enabling legislation. Internally imposed designations of resources are not presented as restricted net
assets. When both restricted and unrestricted resources are available for use, generally it is the District’s policy to use
restricted resources first, then unrestricted resources as they are needed.

Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the District. These
revenues are student tuition and fees, federal, state, and local grants, and sales from the college bookstore. Operating
expenses are necessary costs incurred to provide the goods or services that are the primary activity of the District.

Property Tax

Secured property taxes attach as an enforceable lien on property as of January 1. Taxes are payable in two
installments, on November 15 and on March 15. Unsecured property taxes are payable in one installment on or before
August 31. The County of San Bernardino bills and collects the taxes for the District. The District recognizes tax
revenues when received.

Use of Estimates

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

Federal Financial Assistance Programs

The District participates in federally funded Pell Grants, SEOG grants, Federal Work-Study, and Stafford Loan
programs, as well as other programs funded by the federal government. Financial aid to students is reported as
operating expenses or scholarship allowances, which reduce revenues. The amount reported as operating expense
represents the portion of aid that was provided to students in the form of cash. Scholarship allowances represent the
portion of aid provided to students in the form of reduced tuition. These programs are audited in accordance with the
Single Audit Act Amendments of 1996, and the U.S. Office of Management and Budget’s revised circular A-133,
Audits of States, Local Governments and Non-Profit Organizations, and the related Compliance Supplement.

NOTE 2 -CASH AND INVESTMENTS

A. Investment Policy

The District’s investments are categorized to give an indication of the level of risk assumed by the District at year-end.
Category 1 includes investments that are insured or registered or for which the securities are held by the District or its
agent in the District’s name. Category 2 includes uninsured and unregistered investments for which the counterparty’s
trust department or agent in the District’s name holds the securities. Category 3 includes uninsured and unregistered
investments for which the securities are held by the financial institution’s trust department or agent but not in the
District’s name. Deposits with the county treasury are not categorized because they do not represent securities, which
exist in physical or book entry form. The fund is a voluntary program created by statute as an investment alternative.
The deposits with county treasury are valued using the amortized cost method (which approximates fair value). The
fair values were provided by the county treasurer.
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YVictor Valley Community College District

Notes to Financial Statements
June 30, 2008

Cash and investments, as of June 30, 2008, are classified in the accompanying financial statements as follows:

Total Bank Carrying Market
Business - Type Activities Category | Category 2 Category 3 Balances Amount Value
Cash on hand $ - - $ - - 3 5,250 N/A
Deposits in financial institutions 250,000 1,037,639 - 1,287,639 1,619,045 $ 1,619,045
Cash in county treasury - 12,048,960 - - 12,048,960 12,048,960
Investments - - 32,262,494 N/A 32,262,494 32,262,494
Subtotal 250,000 13,086,599 32,262,494 1,287,639 45,935,749 45,930,499
Fiduciary Funds
Cash on hand - - - - 250 N/A
Deposits in financial institutions - 165,111 - 165,111 172,471 172,471
Cash in County - 77,843 - 77,843 77,843
Subtotal - 242,954 - 165,111 250,564 250,314
Total cash and investments $ 250,000 $ 13,329,553 $ 32,262,494 1,452,750 $ 46,186,313 $ 46,180,813

B. Investments Authorized by the District’s Investment Policy

The District is authorized to make direct investments in local agency bonds; notes or warrants within the State; U.S.
Treasury instruments; registered State warrants or treasury notes; securities of the U.S. Government, or its agencies;
bankers acceptances; commercial paper; certificates of deposit placed with commercial banks and/or savings and loan
companies; repurchase or reverse repurchase agreements; medium term corporate notes; shares of beneficial interest
issued by diversified management companies/certificates of participation, obligations with first priority security; and
collateralized mortgage obligations. The District’s investment policy does not contain any specific provisions intended

to limit the District’s exposure to:
e interest rate risk

e credit risk
e concentration of credit risk.

C. Investments Authorized by Debt Agreements

Investments of debt proceeds held by bond trustee are governed by provisions of the debt agreements, rather than the
general provisions of the California Government Code or the District’s investment policy. The table below identifies
the investment types that are authorized for investments held by bond trustee. The table also identifies certain
provisions of these debt agreements that address interest rate risk, credit risk, and concentration of credit risk.

Authorized Investment Type Maximum Maturity
Pre-refunded municipal obligations None

State obligations None

U.S. Treasury obligations None

U.S. Agency securities None
Banker’s acceptances 360 days
Commercial paper 270 days
Money market mutual funds N/A
Investments contracts 30 years
County investment pool None
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

D. Disclosures Relating to Interest Rate Risk
Interest rate risk is the risk that changes in market interest rates will adversely affect the fair value of an investment.

Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to changes in market
interest rates. The District’s sole investment matures on December 1, 2024.

Generally, the risk is the risk that an issuer of an investment will not fulfill its obligation to the holder of the
investment. This is measured by the assignment of a rating by a nationally recognized statistical rating organization.

E. 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. Investments in any one issuer that represent 5% or more of
total investments and by reporting unit (primary government, discretely presented component unit, governmental
activities, major fund, non-major funds in the aggregate, etc.) is the GIC and it is with Anchor Life Insurance
Company.

F. Custodial Credit Risk

Deposits

Custodial credit risk for deposits is the risk that, in the event of the failure of a depository financial institution, a
government will not be able to recover its deposits or will not be able to recover collateral securities that are in the
possession of an outside party. The California Government Code and the District’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for deposits, other than the following
provision for deposits: the California Government Code requires that a financial institution secure deposits made by
state or local governmental units by pledging securities in an undivided collateral pool held by a depository regulated
under state law (unless so waived by the governmental unit). The market value of the pledged securities in the
collateral pool must equal at least 110% of the total amount deposited by the public agencies. California law also
allows financial institutions to secure City deposits by pledging first trust deed mortgage notes having a value of 150%
of the secured public deposits.

Investments

The custodial risk for investments is the risk that, in the event of the failure of the counterparty (e.g., broker-dealer) to
a transaction a government will not be able to recover the value of its investment of collateral securities that are in the
possession of another party. The California Government Code and the District’s investment policy do not contain
legal or policy requirements that would limit the exposure to custodial credit risk for investments. With respect to
investments, custodial credit risk generally applies only to direct investments in marketable securities. Custodial credit
risk does not apply to a local government’s indirect investment in securities through the use of mutual funds or
government investment pools.
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Victor Valley Community College District

Notes to Financial Statements
June 30, 2008

NOTE 3 - ACCOUNTS RECEIVABLE

Receivables at June 30, 2008, consist of the following:

Business-Type Fiduciary
Activities Funds Total
Federal Government
Categorical aid $ 826,918 - 826,918
State Government
Apportionment 2,110,071 - 2,110,071
Categorical aid 645,563 - 645,563
Lottery 565,083 - 565,083
Local Government
Property taxes 1,698,378 - 1,698,378
Interest 100,551 600 101,151
Other Local Sources 786,971 4,330 791,301
$ 6,733,535 4,930 6,738,465
NOTE 4 - CAPITAL ASSETS
Capital asset activity for the fiscal year ended June 30, 2008, was as follows:
Balance Balance
Business-Type Activities July 01, 2007 Additions Deductions June 30, 2008
Capital assets not being depreciated:
Land $ 766,682 - - $ 766,682
Construction in progress 19,322,500 18,298,873 36,463,110 1,158,263
Total capital assets not being depreciated 20,089,182 18,298,873 36,463,110 1,924,945
Capital assets being depreciated:
Land improvements 5,240,805 916,817 - 6,157,622
Buildings and improvements 51,373,064 36,463,110 - 87,836,174
Furniture and equipment 9,282,250 589,930 - 9,872,180
Total capital assets being depreciated 65,896,119 37,969,857 - 103,865,976
Less accumulated depreciation:
Land improvements 3,010,718 121,793 - 3,132,511
Buildings and improvements 16,744,096 1,882,537 - 18,626,633
Furniture and equipment 6,098,099 915,933 - 7,014,032
Total accumulated depreciation 25,852,913 2,920,263 - 28,773,176
Capital Assets, net $ 60,132,388 $ 53,348,467 36,463,110 $ 77,017,745
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Notes to Financial Statements
June 30, 2008

NOTE 5 -INTERFUND TRANSACTIONS

A. Interfund Receivables/Payables (Due To/Due From)
Interfund receivables and payable balances consist of amounts owed between funds as a result of the time lag between
the date that: (1) interfund goods and services are provided or reimbursable expenditures occur; (2) transactions
recorded in the accounting system; and (3) payments between funds occur. These interfund transactions have been
eliminated through consolidation within the entity-wide financial statements.

B. Operating Transfers
Operating transfers between District are used to: (1) move revenues from the fund that statute or budget requires to

collect them to the fund that statute or budget requires to expend them; and (2) move receipts restricted to debt service
from the funds collecting the receipts to the debt service fund as debt service payments become due, to finance various
programs accounted for in other funds in accordance with budgetary authorizations. These operating transfers have
been eliminated through consolidation within the entity-wide financial statements.

NOTE 6 - ACCOUNTS PAYABLE

Accounts payable at June 30, 2008 consisted of the following:

Business-Type Fiduciary
Activities Funds Total
Payroll $ 1,898,201 $ - $ 1,898,201
Construction 1,098,577 - 1,098,577
Vendor payable 2,583,370 45,169 2,628,539
$ 5,580,148 $ 45,169 $ 5,625,317

NOTE 7 - DEFERRED REVENUE

Deferred revenue at June 30, 2008 consisted of the following:

Business-Type

Activities
Federal sources $ 1,209
State sources 12,875
Tuition and enrollment 151,473
VVC Cards 152,679
Other 112,964
$ 431,200
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NOTE 8 - LONG-TERM LIABILITIES

A. Long-term Liabilities Summary
The changes in the District’s long-term obligations during the year consist of the following:

Balance Due in Long-term
July 01, 2007 Additions Deductions One Year Balance
Governmental Activities
Certificates of Participation $ 52,950,000 $ - $ 400,000 $ 500,000 $ 52,050,000
Capital leases 8,842,032 - 1,013,792 588,492 7,239,748
Accumulated vacation 2,821,651 - 1,321,651 - 1,500,000
Other postemployment benefits 3,100,000 246,881 - - 3,346,881

$ 67,713,683 $ 246,881 $ 2,735,443 $ 1,088,492 $ 64,136,629

B. Compensated Absences
Accumulated unpaid employee vacation benefits as of June 30, 2008 are $1,500,000.

C. Post-Employment Benefits
The District provides post-employment health care and other retirement benefits, in accordance with District
employment contracts, for eligible employees who retire from the District on or after attaining age 50 for PERS and
age 55 for STRS with at least 10 years of service until the retiree is eligible for Medicare at age 65. Expenditures for
post-employment benefits are recognized on a pay-as-you-go basis for retirees’ premiums.

The total liability for the District at June 30, 2008, amounted to $3,346,881. This amount was calculated by an actuary
in March of 2007.

D. Certificates of Participation (COPs)

1997 Certificates of Participation

On December 1, 1997, the District issued $53,450,000 of Certificates of Participation (1997 Capital Improvement
Refinancing Project). The certificates are due in installments beginning December 1, 2005 and continuing until
December 1, 2028. They bear an adjustable interest rate as determined by the trust document. The interest rate at June
30, 2007 was 3.803%. Future interest due is calculated based on the interest rate in effect at June 30, 2008. The
proceeds were used to refinance the 1994 and 1996 COPs and will be repaid through facilities lease payments, which
approximate the required debt service.
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The annual requirement for the certificates of participation outstanding at June 30, 2008 is as follows:

COP
Principal Interest Total
2009 $ 500,000 $ 1,905,030 $ 2,405,030
2010 600,000 1,883,070 2,483,070
2011 700,000 1,857,450 2,557,450
2012 800,000 1,828,170 2,628,170
2013 900,000 1,795,230 2,695,230
2014 - 2018 7,800,000 8,231,340 16,031,340
2019 - 2023 15,000,000 5,993,250 20,993,250
2024 - 2028 21,250,000 2,562,000 23,812,000
2029 5,000,000 91,500 5,091,500

$ 52,550,000 $ 26,147,040 $ 78,697,040

E. Capital Leases
The District’s liability on lease agreements, with options to purchase, is summarized below:

Computers Energy Saving
Vehicles and equipment Relocatables Equipment Total
Beginning Balance $ 25,924 $ 1,377,980 $ 442,769 $ 6995359 $ 8,842,032
Payments (25,924) (398,156) (442,769) (146,943) (1,013,792)
Ending Balance $ - $ 979,824 3 - $ 6,848,416 $  7.828,240
Lease payments
Year ending June 30,
2009 $ 954,739
2010 816,740
2011 623,905
2012 519,063
2013 536,739
2014 - 2018 2,691,907
2019 - 2023 3,090,234
2024 - 2028 2,197,899
11,431,226
Subtotal (3,602,986)

Less: amount representing interest
$ 7,828,240
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NOTE 9 - EMPLOYMENT RETIREMENT SYSTEMS

Qualified employees are covered under multiple-employer contributory retirement plans maintained by agencies of the
State of California. Certificated employees may be member of the State Teachers’ Retirement System (STRS) and
classified employees may be members of the California Public Employees’ Retirement System (CalPERS). Non-
members may be members of the alternate retirement system.

PARS-ARS (Public Agency Retirement System Alternate Retirement System)

A. Plan Description
The District contributes to the Public Agency Retirement System Alternate Retirement System (PARS-ARS), a

defined contribution retirement plan administered by the District. PARS-ARS employs a corporate Trustee and Trust
Administrator who receives and invests contributions to the Plan and manages the assets of the Trust.

B. Funding Policy
Active plan members contribute 3.75% of their salary and the District contributes the equivalent 3.75%. Interest

earnings on the plan investments minus administrative costs are credited to the members accounts monthly and
accumulate tax-free until withdrawal.

PERS (Public Employees’ Retirement System)

A. Plan Description
The District contributes to the California Public Employees’ Retirement System (CalPERS) as required by law; a cost-

sharing multiple-employer public employee retirement system defined benefit pension 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 statues, as legislatively amended, within the Public
Employees’ Retirement Laws. CalPERS issues a separate comprehensive annual financial report that includes
financial statements and required supplementary information. Copies of the CalPERS annual financial report may be
obtained from the CalPERS Executive Office, 400 P Street, Sacramento, California 95814.

B. Funding Policy
Active plan members are required to contribute 7.0% 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 rate for fiscal year 2007-2008 was 9.3% of
annual payroll. The contribution requirements of the plan members are established by State statute. The District’s
contributions to CalPERS for the fiscal year ended June 30, 2008, 2007, and 2006 were $1,201,443, $1,007,566, and
$893,015, respectively, and equal 100 percent of the required contributions for each year.

STRS (State Teachers’ Retirement System)

A. 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 and
disability benefits and survivor benefits to beneficiaries. Benefit provisions are established by State statues, 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 the STRS, 7667 Folsom Boulevard, Sacramento, California 95826.
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Notes to Financial Statements
June 30, 2008

B. Funding Policy
Active plan members are required to contribute 8.0% 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 2007-2008 was 8.25%
of annual payroll. The contribution requirements of the plan members are established by State statute. The District’s
contributions to STRS for the fiscal year ending June 30, 2008, 2007, and 2006 were $1,765,188, $1,610,399, and
$1,393,939, respectively, and equal 100 percent of the required contributions for each year.

NOTE 10 - COMMITMENTS AND CONTINGENCIES

A. 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 expenditure disallowances under terms of the grants, in the
opinion of management any required reimbursements will not be material.

B. Litigation
Litigation is subject to many uncertainties, and the outcome of individual litigated matters is not predictable with
assurance. It is reasonably possible that the matter discussed in the foregoing paragraph could be decided unfavorably
to the District and could require the District to pay damages or make other expenditures. Based on an estimate by legal
counsel the potential liability could be up to $500,000.

A former employee alleges slander, libel, and breach of contract Should the plaintiff prevail in this matter, they would
be entitled to all unmitigated back pay and benefits from the date of their termination to the date of judgment, plus an
award of front pay, adjusted to present value, from the date of judgment to an anticipated retirement date, net of
mitigation. In addition to back pay and front pay, the plaintiff could receive a punitive award for of an unknown
amount plus attorney’s fees.

C. Operating L eases
The District leases certain office equipment under operating leases. These leases expire in accordance with contracts
through 2009 as follows:

Lease
Year Ending June 30, Payment
2008 $ 12,492
2009 6,996
$ 19,488

NOTE 11 - PARTICIPATION IN PUBLIC ENTITY RISK POOLS AND JOINT POWERS AUTHORITIES

The District is a member of the Southern California Employees’ Benefit Association (SCEBA), the State-Wide
Association of Community Colleges (SWACC), Schools’ Excess Liability Fund (SELF), and Protected Insurance
Program for Schools (PIPS) public entity risk pools. The District pays an annual premium to each entity for its health,
workers’ compensation, and property liability coverage. The relationships between the District and the pools are such that
they are not component units of the District for financial reporting purposes.
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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. The District’s share of year-end assets, labilities or fund equity has not been calculated.
Audited financial statements are available from the respective entities.

Southern California Schools

Employee Benefit State-Wide Association
Association of Community Colleges
(SCSEBA) (SWACO)
Purpose: Provides health benefit Provides general liability
coverage. and property coverage.
Participants: Community colleges and Community college
school districts in Southern districts.
California.
Governing board: A representative from A representative from
member districts. member districts.

NOTE 12 - RETIREE BENEFITS

Schools’ Excess
Liability Fund
(SELF)

Provides excess liability.

School districts and
community colleges
throughout the State.

Sixteen elected members
from participating
districts.

The District provides a Tax Shelter Annuity Plan for all eligible employees, as defined in the Plan documents.
Participants may contribute a portion of their earnings under a 403(b) plan, which has a maximum deferral limit of
$15,000 if under age 50, and $20,000 if over age 50. The District will not make matching contributions to the Plan on
behalf of participants. However, the District absorbs some costs associated with the administration of the Plan.
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REPORT ON SUPPLEMENTARY INFORMATION

The Board of Trustees
Victor Valley Community College District

We have audited the basic financial statements of Victor Valley Community College District (the “District) for the year
ended June 30, 2008, and have issued our report thereon dated September 20, 2008. These basic financial statements are
the responsibility of the District’s management. Our responsibility is to express an opinion on these basic 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, and the standards identified by the California Community Colleges Contracted District Audit
Manual, issued by the Chancellor’s Office. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

Our audit was made for the purpose of forming an opinion on the financial statements that collectively comprise the
District’s basis financial statements. The accompanying supplementary information, presented for purposes of additional
analysis, is not a required part of the basic financial statements. The supplementary information includes the following:

Schedule of Expenditures of Federal Awards (required by OMB Circular A-133)

Schedule of State Financial Awards

Schedule of Workload Measure for Program Based Funding

Reconciliation of Annual Financial and Budget Report (CCFS-311) with Audited Financial Statements
Note to Supplementary Information

The information contained in the supplementary information has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly presented, in all material respects, in relation to the
basic financial statements taken as a whole.

77/o¢dm/u £ /Z/u&?/ ZLLP,

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
September 10, 2008
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Victor Valley Community College District

Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2008

Pass-Through
Entity
Identifying Federal
Federal Grantor/Pass-Through Grantor/Program or Cluster CFDA Number Number Expenditures
U. S. Dept. of Education:
Title IV, Student Support TRIO 84.042A * $ 286,232
Title V, Hispanic Serving [1] 84.031S * 1,660,893
ASE Certified Mechanic Program 172,619
Vocational and Applied Technology Education Act:
Title I - Part C 84.048 * 339,321
Title UI - Part E Tech Prep 84.023 03578 11,042
Student Financial Aid Cluster [1]:
Pell 84.007 * 9,307,497
SEOG 84.032 * 320,666
Federal Workstudy 84.063 * 33,798
Academic Competitiveness Grant (ACG) 84.375 * 49,150
Federal Family Education Loans 84.033 * 4,720,835
Total 16,902,053
U. S. Dept. of Health and Human Services:
Temporary Assistance Needy Family 93.558 * 145,142
Child Development - Federal Block Grant 93.575 164,216
Total 309,358
Corporation for National and Community Service:
AmeriCorps Teach and Read Development Program 94.006 * 18,178
Total Federal Expenditures $ 17,229,589

[1] major program

See accompanying note to supplementary information.
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Victor Valley Community College District

Schedule of State Financial Awards
For the Year Ended June 30, 2008

Program Revenues

Total
Cash Accounts Deferred Program
Program Name Received Receivable Income Total Expenditures

California Articulation Number System $ 5,000 $ - $ - $ 5,000 3 5,000
Calworks 624,182 (47,802) 576,380 576,380
CARE 270,047 270,047 270,047
Disabled Students Program And Services 833,151 833,151 833,151
Extended Opportunity Program and Services 1,030,235 1,030,235 1,030,235
CAHSEE Grant #2 (High School Exit Exam) 78,446 78,446 78,446
CAHSEE Grant #1 (High School Exit Exam) 79,200 15,731 94,931 94,931
State Deferred Maintenance 100,000 100,000 420,166
Foster Parent/FKCE - 126,918 126,918 126,918
Foster Parent Independent Living Program 2,676 7,524 10,200 10,200
Instructional Equipment Replacement Program 175,000 175,000 156,461
Lottery 584,122 565,083 1,149,205 1,227,242
Matriculation, Credit 561,130 561,130 561,130
Matriculation, Noncredit 29,566 29,566 29,566
Paramedic to RN Feasibility - 4,080 4,080 4,080
Technology and Telecommunication Infrastructure 45,183 45,183 61,693
Staff Diversity 13,534 13,534 9,609
Nursing Enroliment Grant 57,142 57,142 57,142
Song-Brown Nursing Grant - 61,698 61,698 61,698
Nursing Capacity Grant 287,495 287,495 216,834
Nursing Recruitment & Retention 6,240 6,240 . 6,240
Career Exploration 7th & 8th - 76,295 76,295 76,295
DSPS Captioning 44,430 44,430 44,430
Associate Degree in Nursing - 43,121 43,121 43,121
Child Development Training Consortium 11,250 11,250 11,250
Child Development Mentor Teaching Program - 988 988 988

Total State Programs $ 4,838,029 $ 853,636 $ - $ 5,691,664 $ 6,013,253

See accompanying note to supplementary information.
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Victor Valley Community College District

Schedule of Workload Measures for Program Based Funding
For the Year Ended June 30, 2008

Reported Audit Revised
Data Adjustments Data
A. Summer Intersession (Summer 2007)
1. Noncredit ' 28.08
2. Credit 46.94

B. Summer Intersession (Summer 2008 - Prior to July 1, 2008)

1. Noncredit ' -

2. Credit 843.66
C. Primary Terms (Exclusive of Summer Intersesion)

1. Census Procedure Courses

(a) Weekly Census Contact Hours 5,742.35

(b) Daily Census Contact Hours 1,135.65
2. Actual Hours of Attendance

(a) Noncredit ! 237.13

(b) Credit 186.52
3. Independent Study/Work Experience

(a) Weekly Census Contact Hours 718.45

(b) Daily Census Contact Hours 571.40

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

D. Total FTES 9,510.18 -

Supplemental Information (subset of above information)
E. In-Service Training Courses 160

H. Basic Skills Courses and Immigrant Education

1. Noncredit ' 70
2. Credit 539

CCFS 320 Addendum
CDCP Noncredit FTES

Centers FTES

1. Noncredit !
2. Credit

! Including Career Development & College Preparation (CDCP) FTES

See accompanying note to supplementary information.
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Victor Valley Community College District

Reconciliation of Annual Financial and Budget Report (CCFS-311) With Audited Financial Statements

For the Year Ended June 30, 2008

FUND BALANCE
Balance, June 30, 2008 Unaudited Actuals

Decrease in:
Accounts receivable
Due from other funds
Accounts payable
Deferred revenue
Accounts payable
Other Revenue

Increase in:
Cash in Banks
Due from other funds
Due to other funds

Audited financial statements fund balance

FUND BALANCE
Balance, June 30, 2008 Unaudited Actuals
Decrease in:

Accounts receivable
Due from other funds
Accounts payable
Deferred revenue
Accounts payable
Other Revenue

Net adjustments and reclassifications
Increase in:
Cash in Banks
Due from other funds
Due to other funds

Audited financial statements fund balance

See accompanying note to supplementary information.

Child Capital Cafeteria/
General Debt Service Development Outlay Auxiliary
Fund Fund Fund Fund Funds
$ 3,918,093 $ 32252406 $ 583,554 $ 827,991 $ 214,200
3,000,000 - - - -
$ 6,918,093 $ 32,252,406 $ 583,554 $ 827,991 $ 214,200
Student Body Associated
Bookstore Self-Insurance Center Fee Student Body Health Trust
Fund Fund Fund Fund Fund
$ 1,058,767 $ 146,874 $ 8,170 3 138,411 $ 62,819
$ 1,058,767 $ 146,874 $ 8,170 $ 138,411 $ 62,819
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Victor Valley Community College District

Note to Supplementary Information
June 30, 2008

NOTE 1 - PURPOSE OF SCHEDULES

The audit of Victor Valley Community College District for the year ended June 30, 2008 was conducted in accordance
with OMB Circular A-133. Circular A-133 requires a disclosure of the financial activities of all federally funded
programs. To comply with OMB Circular A-133 and State requirements, the Schedule of Expenditures of Federal
Awards and Schedule of State Financial Awards were prepared for Victor Valley Community College District.

The Schedule of Workload Measures for State General Apportionment represents the basis of apportionment of Victor
Valley Community College District’s annual source of funding.

The Reconciliation of Annual Financial and Budget Report (CCFS-311) with Audited Financial Statements provides the

information necessary to reconcile the fund balances of all funds reported on the State submitted Form CCFA-311 to the
audited financial statements.

-36 -



OTHER INDEPENDENT
AUDITORS’ REPORTS




Messner
] Hadl@], LLP Paul S. Messner, CPA

. . Cindra J. Hadley, CPA
Certified Public Accountants James M. Quinn, CPA, CFE

REPORT ON INTERNAL CONTROL AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Trustees
Victor Valley Community College District

We have audited the financial statements of Victor Valley Community College District (the “District™), as of and for the
year ended June 30, 2008, and have issued our report thereon dated September 10, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the District’s internal control over financial reporting as a basis for
designing our auditing procedures for the purpose of expressing our opinions on the financial statements, but not for the
purpose of expressing an opinion on the effectiveness of 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 control deficiency 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 misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the District’s ability to
initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
principles such that there is more than a remote likelihood that a misstatement of the District’s financial statements that is
more than inconsequential will not be prevented or detected by the District’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies;
however, we identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies, as defined above.

The control deficiency we consider to be a significant deficiency is described in the accompanying schedules of findings
and questioned costs as finding 2008-4. '

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a

remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
District’s internal control.
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Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control over financial reporting that we consider
to be material weaknesses, as defined above.

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 Governing Board, others within the District,

the federal and state awarding agencies and pass-through entities and is not intended to be and should not be used by
anyone other than these specified parties.

7ﬁ¢uwnoué.ZQz&?ydﬁﬁe

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
September 10, 2008
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REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Board of Trustees
Victor Valley Community College District

Compliance

We have audited the compliance of Victor Valley Community College District (the “District”) with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance
Supplement that are applicable to each of its major federal programs for the year ended June 30, 2008. The District’s
major federal programs are identified in the summary of auditor’s 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, the 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, 2008.

Internal Control Over Compliance

The 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 the 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, 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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A control deficiency in an entity’s internal control over compliance 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
noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant deficiency is
a control deficiency, or combination of control deficiencies, that adversely affects the entity’s ability to administer a
federal program such that there is more than a remote likelihood that noncompliance with a type of compliance
requirement of a federal program that is more than inconsequential will not be prevented or detected by the entity’s
internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal control that might be significant deficiencies ;
however, we identified certain deficiencies in internal control over financial reporting that we consider to be significant
deficiencies, as defined above.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material misstatement of the financial statements will not be prevented or detected by the
District’s internal control.

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

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

This report is intended solely for the information and use of management, the Governing Board, others within the entity,

and federal and state awarding agencies and pass-through entities and is not intended to be and should not be sued by
anyone other than these specified parties.

77/&dd4wuf /Z/ﬂda?/[oflo.

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
September 10, 2008
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REPORT ON STATE COMPLIANCE

The Board of Trustees
Victor Valley Community College District

We have audited the basic financial statements of Victor Valley Community College District (the “District”) for the year
ended June 30, 2008, and have issued our report thereon dated September 10, 2008. 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
and, accordingly, included such tests of the accounting records and such other auditing procedures as we considered
necessary in the circumstances.

In connection with our audit, we selected and tested transactions and records to determine the District’s compliance with
the following state laws and regulations in accordance with Section 400 of the Chancellor’s Office’s California
Community Colleges Contracted District Audit Manual:

General Directive
MIS Implementation
State General Apportionment (Required Data Elements)

Administration
Open Enrollment
Student Fees-Instructional Materials and Health Fees
Apportionments:
Apportionment for Instructional Service Agreements/Contracts
Residency Determination for Credit Courses
Concurrent Enrollment of K-12 Students in Community College Credit Courses
Enrollment Fees
Students Actively Enrolled
Fiscal Operations:
Salaries of Classroom Instructors: 50 Percent Law
Gann Limit Calculation

Student Services
Uses of Matriculation Funds
CalWORKS-Use of State and Federal TANF Funding

Facilities
Scheduled Maintenance Program
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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.

Based on our audit, we found that, except for Concurrent Enrollment and Scheduled Maintenance Programs, for the items
tested, the District complied with the state laws and regulations of the state programs referred to above, except as
described in the findings and recommendations section of this report. Further, based on our audit, for items not tested,
nothing came to our attention to indicate that the District had not complied with the state laws and regulations.

This report is intended solely for the information and use of management, the Governing Board, audit committee and
others within the District, the California Community Colleges Chancellor’s Office, the California Department of Finance,

and the California Department of Education, and is not intended to be and should not be used by anyone other than these
specified parties.

7?%&%wv¢:;%dﬁ77dﬁﬂq

Messner & Hadley, LLP
Certified Public Accountants

Victorville, California
September 10, 2008
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Victor Valley Community College District

Summary of Auditors’ Results
For the Year Ended June 30, 2008

FINANCIAL STATEMENTS
Type of auditors' report issued: Unqualified
Internal control over financial reporting:
Material weaknesses identified? No
Significant deficiencies identified not considered
to be material weaknesses? Yes
Non-compliance material to financial statements noted? No
FEDERAL AWARDS
Internal control over major programs:
Material weaknesses identified? No
Significant deficiencies identified not considered
to be material weaknesses? No
Type of auditors' report issued on compliance for major programs: Ungqualified
Any audit findings disclosed that are required to be reported in accordance with
Circular A-133, Section .510(a) No

Identification of major programs:

CFDA Numbers Name of Federal Program of Cluster
84.007, 84.032, 84.063, 84.375, 84.033 Student Financial Aid
84.031S Title V, Hispanic Serving
Dollar threshold used to distinguish between Type A and Type B programs: $ 384,879
Auditee qualified as low-risk auditee? Yes
STATE AWARDS
Internal control over State programs:
Material weaknesses identified? No
Significant deficiencies identified not considered
to be material weaknesses? No
Type of auditors' report issued on compliance for State programs: Unqualified
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Victor Valley Community College District

Schedule of Current Year Findings and Questioned Costs
For the Year Ended June 30, 2008

The following findings represent reportable conditions and instances of noncompliance related to the financial statements
that are required to be reported in accordance with government audit standards generally accepted in the United States of
America. The findings have been coded as follows:

2008-1 ACCOUNTS PAYABLE

Finding The Bookstore maintains an accounts payable balance that is not reflected by any invoices, but
rather a balance carried over from one year to the next.

Recommendation The Bookstore should go through all payments made from July 1¥ to the present and
determine which ones have invoices that are attributed to prior fiscal year receipt of goods or services.

District Response  The above mentioned recommendation has been implemented subsequent to fiscal
year-end 2007-08.

2008-2 DEFERRED REVENUE (VVC Card)

Finding The Bookstore maintains a deferred revenue account with actual cash to prepay a VVC Card.
There are currently few controls surrounding the age of the outstanding funds.

Recommendation  The Bookstore needs to monitor student activity of cards older than 120 days and
determine if the student still attends the school and, if not, return the money to the student, and if the student

cannot be located, return the money to the state or federal government.

District Response  The District will investigate regulations surrounding the returning of funds to the
proper federal/state agency.
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Victor Valley Community College District

Schedule of Current Year Findings and Questioned Costs
For the Year Ended June 30, 2008

2008-3

2008-4

STATEMENT OF AUDITING STANDARDS (SAS) No. 112

Finding In May 2006 the AICPA Accounting Standards Board (ASB) issued Statement of Auditing
Standards No. 112 (SAS 112), Communicating Internal Control Matters Identified in an Audit, which
became effective for financial statements with periods ending on or after December 15, 2006. This
pronouncement place significant additional responsibilities on management in regards to preparation of
financial statements.

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 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 alternative procedures
that can help mitigate the financial reporting of the District.

District Response  The District has determined that the cost of fully eliminating the control weakness

outweighs the benefits to be received. However, management will work to develop alternative procedures
that can help to mitigate the financial reporting risk of the District.

INTERNAL BALANCES

Finding The internal balances showing on the statement of net assets should show as zero. This is a result
of unreconciled balances in the Due To and Due From accounts.

Recommendation At year end the District needs to ensure the Due To and Due From accounts for all
funds, including the auxiliary funds, balance.

District Response The District will work with appropriate departments to ensure Due To and Due From
accounts are reconciled.
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Victor Valley Community College District

Status of Prior Year’s Findings and Recommendations
For the Year Ended June 30, 2008

2007-1

2007-2

2007-3

2007-4

FIXED ASSETS

Finding A fixed asset listing is not maintained throughout the year, but rather compiled after the books are
closed.

Recommendation In order to better reconcile capital expenditures with the fixed asset listing, as soon as
an invoice is paid out of the 6000 object or out of the 8500 function, the items on the invoice should be
added to the fixed asset listing.

Current Status Implemented.

DEFICIT CASH

Finding During the year, the Child Development Fund ran out of cash and in order to pay invoices, a
check was cut out of the revolving account and deposited into the Child Development Fund by passing board
approval for inter-fund transfers.

Recommendation  Better budgeting practices need to be in place for the Child Development Fund to
ensure cash requirements are met for the year, or foresee a cash deficit and plan for it accordingly.

Current Status Implemented.

ACCOUNTS PAYABLE

Finding Bookstore maintains an accounts payable balance that is not reflected by any invoices, but rather
a balance carried over from one year to the next.

Recommendation The Bookstore should go through all payments made from July 1¥ to the present and
determine which ones have invoices that are attributed to prior fiscal year receipt of goods or services.

Current Status Not Implemented. See finding 2008-1

DEFERRED REVENUE (VVC Card)

Finding The Bookstore maintains a deferred revenue account with actual cash to prepay a VVC Card.
There is no control as to how old the money is or a tracking of activity to determine if the money needs to go
back to the student once they have left or graduated.

Recommendation The Bookstore needs to monitor student activity and age the accounts to determine if
the student still attends the school and, if not, return the money to the student, and if the student cannot be
located, return the money to the State.

Current Status  Partially Implemented. See finding 2008-2.
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Victor Valley Community College District

Status of Prior Year's Findings and Recommendations
For the Year Ended June 30, 2008

2007-5 SCHEDULED MAINTENANCE PROGRAMS
Finding Districts are required to meet a calculated maintenance of effort with respect to schedule
maintenance. It was found there was no calculation done for the year and, therefore, not determinate as to

whether or not the District was in compliance with their required schedule of maintenance.

Recommendation The District needs to perform a maintenance of effort calculation in order to comply
with the scheduled maintenance requirement by the State.

Current Status Implemented.
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