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The discussion and analysis of Lake Tahoe Community College District's financial performance 
provides an overall review of the District's financial activities for the fiscal year ended June 30, 
2012.  The intent of the “Management’s Discussion and Analysis” is to look at the District's 
financial performance as a whole.  To provide a complete understanding of the District's 
financial standing, this analysis should be read in conjunction with the entire Independent 
Auditor's Report, particularly the District's financial statements beginning on page 14, and the 
notes to the basic financial statements beginning on page 22. 
 
The Management’s Discussion and Analysis (MD&A) is an element of the reporting model 
adopted by the Governmental Accounting Standards Board (GASB) in Statement No. 34, "Basic 
Financial Statements and Management Discussion and Analysis for State and Local 
Governments."  Statement No. 35 was subsequently released, defining financial reporting for 
public colleges and universities.  The financial statements in this report have been prepared in 
accordance with these new standards. 
 
The California Community College Chancellor's Office, through its Fiscal and Accountability 
Standards Committee, has recommended the Business Type Activity (BTA) model for financial 
reporting.  Lake Tahoe Community College District has adopted the BTA reporting model for 
these financial statements. 
 
To provide a more meaningful analysis of the District's financial information, certain comparative 
information is required to be presented in the MD&A. The reader will find comparative 
information relative to Full Time Equivalent Student enrollment (FTES) as well as key highlights 
of the audited financial statements.  
 
As required, the annual report consists of three basic financial statements that provide 
information on the District as a whole: 
 

• Statement of Net Assets 
 
• Statement of Revenues, Expenses and Change in Net Assets 

 
• Statement of Cash Flows 

 
Financial Highlights 
 
The following bullet points include the financial highlights for FY 2011-12: 
 

• The 2012/13 State Budget Act (AB 1464) was adopted on June 15, 2012.  AB 1464 
incorporates funding cuts if state revenues fail to meet projections.  The approval of a 
temporary tax increase through Proposition 30 occurred in November to balance the 
overall budget.  The successful passage of the proposition will allow for the increase of 
Proposition 98 funding by $2.9 million which helps the K-14 systems.  More importantly, 
there is no projected workload reduction to the community college systems in the 
2012/13 fiscal year.  

 
• The Board of Trustees designated contingency reserve was increased from 7% in 

2011/12 to 10% in 2012/13 of budgeted unrestricted expenditures to $1,376,494.  All 
other additional contingency reserves for operating expenses from the previous fiscal 
year were exhausted.  Restricted reserves of $301,194 will be re-designated from 
Bookstore Reserves to reserves of a new district fund for early-retiree benefit payments. 
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Financial Highlights (Continued) 
 

• Besides the General Fund Reserves, LTCC has five reserves in the Capital Projects 
Fund (Fund 41).  Amounts in reserve are for a student center upgrade ($75,000), 
equipment replacement ($62,677), for the construction of a new building or facility 
($36,854) and there is also an unrestricted redevelopment reserve (approximately 
$103,000) which can be used for any capital project. $102,000 is in an unallocated 
reserve at the end of the year.  State funding for scheduled maintenance and for 
instructional equipment ceased four years ago.  One-time and regularly funded 
scheduled maintenance funds that were funded in previous fiscal years have been 
exhausted to complete much needed purchases of supplies for painting, roof 
replacement, preventive building maintenance and repairs to common parking lots and 
roads.  Currently, LTCC does not anticipate receiving any new scheduled maintenance 
or instructional equipment funding from the state in the near future.   

 
• LTCC has $60,000 set aside as Self-Insurance Reserves in the Self-Insurance Fund 

(Fund 61).  A Retirement Reserve was set up in Fund 69 to pay for early-retiree benefits 
as per agreements in the past fiscal year and previous years and any future retiree 
medical obligations for fiscal years 2013/14 and 2014/15.  The amount of reserves for 
this purpose is $303,848. 
 

• After declining for three consecutive years, enrollment in "full-time equivalent students" 
(FTES) started to recover in fiscal year 2006/07 and continued through the current fiscal 
year with funded FTES of 1,891 (the all-time high was 2008/09 with 1,935 FTES).  This 
was up 3% from 1,835 FTES in 2009/10 but was essentially static from the 2010/11 
fiscal year.  The all-time high in actual FTES was 2009/10 with an amount of 2,021 
FTES.  This strong recovery is attributed to the current economic downturn and slow 
recovery the State is facing plus efforts of the LTCC's marketing campaign, the 
increased offering on-line (distance education), and new/expanded programs such as 
the fire academy and wilderness education courses.  LTCC is predicting a declining 
enrollment trend in the fiscal year 2012/13 as the local economy and underlying 
population trends are predicted to improve slightly but overall, remain sluggish. 
 
Total non-credit FTES decreased from 83 FTES in fiscal year 2010/11 to 62 FTES in the 
current year (this is expected to remain the same in the new budget year) with non-
resident credit enrollment increasing from 53 FTES to 57 FTES for the same period. 
Overall, non-credit enrollment has decreased each year over the past four years.  The 
following chart summarizes the past eleven years of enrollment: 
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Financial Highlights (Continued) 
 

FTES Growth/Decline 
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For the fiscal year 2011/2012, each non-credit FTES was funded at $2,745 per student 
and $3,232 for each non-credit CDCP student.  Each credit FTES was funded at a rate 
of $4,565 for a total decrease to the District of approximately $281,000 of unrestricted 
revenue from the previous fiscal year due to reduction in state revenues realized. 

 
• In November 2009 an outside company, Barnes & Noble, took over the operations of the 

Bookstore from the District.  All assets including inventory owned by the District were 
sold in fiscal year 2009/10.  The District receives a percentage of revenues from Barnes 
& Noble each year based upon the following scale: 

 7.75% on all gross sales up to $500,000. 
 8.75% on all gross sales over $500,000. 

The district received $51,825 in commissions from Barnes & Noble for the 2011/12 fiscal 
year. 

 
• The Child Development Center (CDC) was designed with the idea of service for the 

child, the child's family, LTCC and the community.  The CDC also provides training for 
students interested in becoming teachers of children through observation and on-site 
participation.  The CDC traditionally has shown losses each year since opening until 
fiscal year 2009/10 when it reported a surplus of $36,253 (with the inclusion of the 
general fund subsidy of $46,978).  The operating surplus in fiscal year 2011/12 was 
$18,061 including the subsidy from the general fund of $46,578.  Total expenses were 
$421,498, which were lower than the budget.  Revenues were $392,980 which was 
above budgeted revenues.  Enrollment fees were $308,594 which was also an increase 
from $283,310 recorded in the previous fiscal year. 

 
• LTCC is increasing the number of grants it obtains to support student enrollment and 

instruction, especially in the Federal area as can be evidenced with the acceptance of a 
third TRIO grant in 2012 (Upward Bound for Math and Science instruction) to co-exist 
with the first two TRIO grants (Student Support Services and Talent Search) the district 
received in 2010 and 2011.   



MANAGEMENT'S DISCUSSION AND ANALYSIS 
(Continued) 

Fiscal Year Ending June 30, 2012 
 
 

6 
 

Statement of Net Assets 
 
The Statement of Net Assets includes all assets and liabilities using the accrual basis of 
accounting. Net assets – the difference between assets and liabilities – are one way to measure 
the financial health of the District.  Net assets were reported as fund balances in our previous 
reporting model. 
 
 

Assets (condensed)      

Current Assets 2012  2011  % Change 
  Cash and cash equivalents  $     811,369   $  1,848,433  -56.11% 
  Receivables      3,331,593       2,473,458  34.70% 
  Prepaids and other assets         147,131          146,332  0.55% 
Total Current Assets      4,290,093       4,468,223  -3.99% 
      
Non-Current Assets      

  Restricted cash & cash equiv.             2,350              2,430    -3.29% 
  Capital assets, net    29,464,423     29,748,204  -0.95% 
      
Total Non-Current Assets  29,466,773     29,750,634   -0.95% 

      
Total Assets  $33,756,866   $34,218,857   -1.35% 

 
 

• Total assets for the District decreased 1.35% in fiscal year 2011/12 from the previous 
fiscal year.  Cash and cash equivalents decreased by over 56% year over year due to 
two factors: increased cash deferrals paid in the current year increasing from the previous 
year, as evidenced by the 34.7% increase in receivables, and a lower general fund 
apportionment coming to the District from the State as compared to the previous year as 
a result of a state revenue trigger cut enacted mid-year.  The State continued its 
apportionment deferrals to the District in the 2011/12 fiscal year to be paid in fiscal year 
2012/13.  Approximately $3 million in apportionment owed by the State was deferred until 
July 2012.  This amount is up from the approximately $2.3 million in cash deferrals from 
the State in the previous fiscal year.  The increase in deferrals would account for the 
majority of the increase in the accounts receivable balance year over year. 

 
• Included in capital assets are the net values of buildings, land and equipment.  The 

capitalization threshold is $5,000 or higher based upon original acquisition cost and 
capital assets by nature must have a life of longer than one year.  Net capital assets 
increased due to new construction in progress related to the Title III project, which 
approximated $513,101 year over year.  There was approximately $38,000 in deletions 
and $868,266 in depreciation of previously acquired fixed assets recorded in the fiscal 
year. 
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Statement of Net Assets (Continued) 
 
 

Liabilities (condensed)      

Current Liabilities 2012  2011  % Change 
  Accounts payable $       50,208  $     174,833   -71.28% 
  Deferred revenue        310,549         221,524  40.19% 
  Accrued payroll        270,502         296,327  -8.72% 
  Compensated absences        319,764         298,303   7.19% 
  Long-term debt, current        146,687         320,527      -54.24% 
      
Total Current Liabilities     1,097,710                          1,311,514  -16.30% 
      

Non-Current Liabilities      
  Long-term debt, non-current     1,906,636      1,809,583  5.36% 
      

Total Liabilities $  3,004,346   $  3,121,097   -3.74% 
 
 
• Accounts payable amounts decreased approximately 72% (which was the amount it 

increased in the previous fiscal year) due to several Title III invoices being held for 
payment at the end of the 2010/11 fiscal year being paid in full at the end of 2011/12.   

 
• Deferred revenue increased 40.2% from the previous fiscal year due to new deferrals to 

the Title III grant and to the TRIO SSS grant that did not occur in the previous year. 
 
• Accrued payroll decreased 8.7% primarily due to the decrease in sections and hours that 

required part-time instruction at the end of the fiscal year from the activity in these areas 
from the previous fiscal year.  This balance will vary every year depending on the 
number of sections and days outstanding for payroll accrual into the next fiscal year. 

 
• Compensated absences represent the dollar value of accrued vacation leave and 

compensatory time.  This is disclosed in detail as a note to the financial statements. 
 

• Long-term debt consists of banked faculty load, retiree health benefits payable, early 
retirement incentives, and the principal portion of financing capital projects.  Banked 
faculty load decreased about 10% from the previous year.  The change in banked faculty 
load is the result of a calculation of the number of faculty carrying over to the new fiscal 
year up to four units of overload.  Approximately 74 units of overload were banked at 
June 30, 2011 compared with 67 units in the prior fiscal year.  Long-term debt is 
reported both under current and non-current liabilities.  The current portion of long-term 
debt decreased 54% due primarily to the reclassification of retiree health benefits into 
non-current liabilities in the past fiscal year. 
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Statement of Net Assets (Continued) 
 
 

Net Assets (condensed)      

 2012  2011  % Change 
Invested in capital assets, net $    27,989,423    $   28,179,787  -0.68% 
Restricted or reserved            490,915              507,995  -3.36% 
Unrestricted         2,272,182           2,409,978  -5.72% 
      

Total Net Assets $    30,752,520   $     31,097,760  -1.11% 

      
 
• Net assets, previously reported as fund balance under the former reporting model, 

include the value of all capital assets (net of accumulated depreciation). 
 

• The decrease in net capital assets, as well as total net assets (down about 1.1%), 
reflects in general the decrease in cash and cash equivalents due to an overall decrease 
to total revenues year over year. 

 
• Restricted and/or reserved amounts include reserve for encumbrances, special 

reserves, capital projects reserves, stores, and prepaid items.   
 

• Unrestricted net assets reflect the uncommitted balance of unrestricted funds in all 
funds.   
 

 
Statement of Revenues, Expenses and Change in Net Assets 
 
"The Statement of Revenues, Expenses and Change in Net Assets" presents the operating 
results of the District, as well as the non-operating revenues and expenses.  State general 
apportionment, while budgeted for operations, is considered non-operating revenues according 
to Generally Accepted Accounting Principles. 
 
As reported in the statement of revenues, expenses and change in net assets on page 16 of this 
report, the cost of all the District's governmental activities this year was $18,996,025.  The 
amount funded through local taxpayers by means of property taxes was $3,311,740, a decline 
of $41,997 from the previous fiscal year.  Unrestricted state apportionment totaled $8,316,885, a 
decrease of $386,006, reflecting the mid-year revenue trigger reduction the District incurred due 
to lower than anticipated state revenues realized in fiscal year 2011/12. 



MANAGEMENT'S DISCUSSION AND ANALYSIS 
(Continued) 

Fiscal Year Ending June 30, 2012 
 
 

9 
 

Statement of Revenues, Expenses and Change in Net Assets (Continued) 
 
Net tuition and fees increased about 27.4% in fiscal year 2011/12 as the District received an 
increase in enrollment fees from the previous year, fees collected from the CDC increased and 
the number of scholarship discounts and allowances such as BOG Waivers awarded increased 
as compared to the previous year.  Federal grants awarded to the District increased year over 
year with new TRIO grants being awarded to the District for the first time.  State and local grants 
decreased less than 1% as selected categorical programs were reduced in funding over the 
past year in such areas as Folsom Lake, Cal Works and child development grants.    
Apportionment was reduced with the mid-year trigger cut in 2011/12.  Pell grant awards reached 
its highest level in college history and are shown separately as non-operating revenues on the 
schedule.  Capital revenues increased over 6% as out of state tuition increased year over year. 
 
Overall revenue from auxiliary operations increased from the prior year as greater bookstore 
commissions from Barnes & Noble and culinary instructional program food sales were recorded 
in the 2011/12 fiscal year above amounts recorded in the previous fiscal year.  The 
commissions are recorded in a different area.  The CDC historically has struggled with 
enrollment and staffing issues in the past.  Due to operational changes in the CDC recently, 
total amounts funded and received including the District subsidy of $46,578, are now closer to 
break-even with expenses in this program.   
 

Revenue Source 2012 2011 % Change 

OP-Net Tuition and Fees  $     1,003,608 $     787,840 27.39% 
OP-Federal Grants  1,114,101 1,013,930 9.88% 
OP-State/Local Grants  1,623,352 1,635,056 -0.72% 
OP-Auxiliary  27,692 34,487 -19.70% 
NO-Apportionment  8,316,885 8,704,891 -4.46% 
NO-State/Local Taxes, other 3,690,483 3,752,047 -1.64% 
NO-PELL Distributions 2,536,828 2,278,433 11.34% 
CR-Capital Revenues  302,914 283,541  6.83% 

OP: Operating    NO: Non-Operating    CR: Capital Revenues    
 
Total operating expenses increased $1,475,837 or about 8.4% from the previous fiscal year.  All 
major expense categories increased year over year.  Salary expense increased approximately 
6% from the previous fiscal year as the District rehired some vacant positions from the 2010/11 
year.  Some salary expense was reclassified into capital assets as construction in progress for 
the ERP.  A reclassification study and salary survey was conducted for all full-time employees in 
fiscal year 2010/11.  All step increases were funded and the total cost to the health benefit 
package increased.  The 3% increase in other operating expenses, capital outlay and supplies 
primarily reflects increased usage in the MIS areas and new and increased expenditures in the 
TRIO grant programs.  The District continued expenditure control especially in the categorical 
consulting services areas.  Utilities showed a slight increase as delivery rates edged up over the 
past year and overall usage of utilities increased for the buildings during the winter months.  The 
non-operating interest expense reflects the interest cost of the lease revenue bond. Interest and 
principal payments follow a schedule from the creditor.  Expenses for fiscal year 2011/12 
include depreciation of the District's plant and equipment, which is not reported on the general 
ledger accounting system of the District.  Depreciation expense was up about 3.6% due to the 
new depreciation in additional capital assets purchased in 2011/12 like the new maintenance 
truck (but not including the ERP assets).   
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Statement of Revenues, Expenses and Changes in Net Assets (Continued) 
 
The following table summarizes expenditures by expense category. 
 

Expense Category 2012 2011 % Change 
OP-Salaries  $  9,381,572  $  8,842,463  6.10% 
OP-Benefits   3,360,327 2,992,294 12.30% 
OP-Supplies/Other Operating 1,896,414 1,838,546 3.15% 
OP-Utilities  461,168 452,974 1.81% 
OP-Depreciation  868,266 837,990 3.61% 
NO-Interest Expense 76,694 85,963 -10.78% 

OP: Operating    NO: Non-Operating     
 
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 readers assess the District's ability to generate 
net cash flows, its ability to meet its obligations and its need for external financing. 
 

  2012 2011 
Cash (used in)  provided 
by:  

  

    Operating activities $ (14,347,753) $ (13,333,305) 
    Non-capital financing activities    13,754,656    14,525,087 
    Capital and related financing activities        (451,682)      (1,090,340) 
    Investing activities            7,635            9,192 
    
Net increase/(decrease) in 
cash and cash equivalents  

 
     (1,037,144)        110,634 

    
Cash – beginning of fiscal year      1,850,863      1,740,229 

    
Cash – end of fiscal year      $  813,719  $  1,850,863 
    

 
• Operating activities includes tuition and fees revenues, revenues from grants, operating 

expenditures, and payments on behalf of the auxiliary enterprises.  The increase was 
due to an overall increase in payments to all major categories and specifically to 
students, as shown with the highest amount of Pell program payments in district history. 

 
• Non-capital financing activities include state apportionment and property tax receipts 

which represents the largest cash in-flow to the District.  The decrease is due to the 
decrease in funded state apportionment and the increase in apportionment receivables. 
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Statement of Cash Flows (Continued) 
 

• Construction projects and capital debt are reported in capital and related financing 
activities.  The overall use in the balance is attributed to the reclassifications of the Title 
III project and other capital purchases made during the year.   

 
• Investing activities includes interest and gains on District investments. 

 
• With the maintenance of the 7 percent reserve that was originally established in FY 

2007/08 (increased to a 10% reserve with the FY 2012/13 budget), cash flow was at an 
acceptable level for a small District during the fiscal year.  

 
 
Factors That May Affect the Future 
 

• For three consecutive years the District experienced a decline in student enrollment, 
plunging from a high of 1,817 funded full-time equivalent students (FTES) in fiscal year 
2002/03 to 1,585 FTES by June 2006.  The District has not only recovered FTES the 
past six fiscal years but had surpassed the funded high of fiscal year 2002/03 to a new 
all-time funded high of 1,935 FTES in fiscal year 2008/2009.  The funded amount for the 
2011/12 year returned to 1,891 FTES and 1,891 FTES is the projection for the 2012/13 
fiscal year.  The funded and unfunded actual FTES count reached an all-time high of 
2,056 in fiscal year 2009/10.  The funded amount was 1,835 and the unfunded portion 
was 221 FTES. The District budgeted for a potential negative impact on funded FTES for 
the District in fiscal year 2012/13 and beyond based upon the outcome of a tax initiative 
sponsored by the Governor in November 2012.  Classes and sections have been cut in 
the current fiscal year in anticipation of the tax initiative not passing.  Declining 
enrollment in fiscal year 2012/13 and beyond may pose a challenge for the District in 
terms of declining revenue streams in the future. 

 
• Unrestricted reserves were maintained at 5% of unrestricted expenditures from the 

2006/07 fiscal year to the 2007/08 fiscal year as per District policy. Recognizing the 
volatility of student enrollment, reserves have been maintained in fiscal year 2011/12 at 
7%.  This amount has been increased to 10% of budgeted unrestricted expenditures by 
the Board of Trustees for the 2012/13 fiscal year to provide a more appropriate reserve 
for a small district in a challenging economic environment.  The district has exhausted its 
“Rainy Day” Operating reserves and Reserves for Potential Mid-year Cuts.  It may 
become necessary to draw down the contingency reserves at a later time if the state 
revenue or funding situation worsens. 

 
• All full-time employee positions and salaries are reviewed with the production of the 

annual district budget.  Several employees opted for an early retiree agreement in fiscal 
year 2012/13 which will lead to changes in salaries and job duties in the future. 
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• The State of California adopted its 2012/13 budget as per statutory law on-time for the 
second time in a decade (and second time consecutively).  It is possible the District 
could be affected by further decreases in state apportionment, decreases to property tax 
receipts and reduced categorical funding in the current fiscal year and the years that 
follow as a consequence of the strong economic downturn suffered by the state since 
2008.  The District could experience a mid-year cut in the form of “workload reduction” 
and is aware the State financial picture is still uncertain and must remain vigilant in 
prudent financial practices. 

 
• The continued availability of funds for future salary enhancements is directly tied to on-

going revenue derived from student enrollment and state-funded COLAs.  The District 
struggles to provide competitive compensation packages to attract and retain qualified 
employees.  Health and welfare benefit cost has increased in each of the past three 
years. 
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