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LONG BEACH COMMUNITY COLLEGE DISTRICT

INTRCDUCTION

The bagic objective of the audit of the District's financial statements is
£o obtain reasonable assurance about whether the financial statementa are
free of material misstatement and whether management has complied with

lawz and regulations and established and maintained a system of internal
control.

In plamming and performing the audit, the auditors considered the
Distriet's internal control structure in order to determine the auditing
brocedures for the purpose of expressing their opinion on the financial
statements and not to provide assurance on the internal control structure.
The auditors also performed a review of compliance with certain specific
rules and regulations as required by the audit guide prepared by the State
Department of Finance. Federal compliance requirements under the Single
Audit. Act and Office of Management and Budget Circular A-133 Audita of
State and Local Governments are also reviewed. The scope of those studies
and the related findings are presented in the Schedule of Findingz and
Questioned Costs Section of this document.




Goodrich, Goodyear & Hinds

An Accountancy Corporation

INDEPENDENT AUDITCORS' REPORT

The Board of Trustees
Long Beach Community College District
Long Beach, Califeornia

We have audited the accompanying general purpose financial
statements of Long Beach Community College District (the District) as of
and for the year ended June 30, 2002, as listed in the Table of Contents.
These financial statements are the respongibility of the District's
management . Our resgponsgibility is to express an opinion on these
financial statementg 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
isgued by the Comptroller General of the United States. These standards
reguire 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 basziz, evidence supporting the
amounts and disclosures in the financial statements. An audir also
includes assessing the accounting principles used and gignificant
estimates made by management, as well ag evaluating the overall financial

Btatement presentation. We believe that our audit provides a reasonable
basis for our opinion,

In our opinion, the general purpose financial statements referred
to above present fairly, in all material respects, the financial pogition
of Long Beach Community College District as of June 30, 2002, and the
resultas of its operations and the cash flows of ita proprietary fund types
for the year then ended in conformity with accounting principles generally
accepted in the United States of America.

Our audit was made for the purpose of forming an opinion on the
general purpose financial statements taken as a whole. The combining and
individual fund and account group financial statements and schedules
listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the general purpogse financial
statements. The accompanying schedule of expenditures for federal, state
and local awards is presented for purposes of additional analysis as
required by the U. 5. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations, and is
not a required part of the general purpose financial statements. Such
information has been gubjected to the auditing procedures applied in the
audit of the general purpose financial statements and, in our opinion, are
fairly stated in all material respects in relation to the general purpose
financial statements taken as a whole.

(T Sbadicsd, @Z,,Z/&W S efleele

Long Beach, California
November 27, 2002
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LONG BEACH COMMUNITY COLLEGE DISTRICT
ALL GOVERNMENTAL FUND TYPES AND EXPENDABLE TRUST

FUND

COMEBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2002
FIDUCIARY
GOVERNMENTAL FUND TYPES FIUND TYFE
COMBINED SPECIAL CAPITAL EXPENDABLE TOTALS
GENERAL REVENUE PROJECTS TRUST MEMORANDUM
FUND FLND FUNID , FUND ONLY
Revenues:
Federal sources 5 4,011,287 - - 20,663,638 24,674,925
State sources 63,450,350 87,222 1,841,544 2,303,412 67,682,528
Logal aources 35,140,173 356,493 199,046 601 35,696,313
Total revenues 102,601,810 443,715 2,040,580 22,967,651 128,053,766
Expenditures:
Salaries and henefits:
Acadewiq salaries 41,787,982 21,986 - - 41,809,968
Classified salaries 26,879,786 167,614 17,219 - 27,164,589
Employee benefits 15,605,705 a9,727 24 - 1%,645,456
Other expendltures:
Supplies and materialg 2,497,907 79,878 455,672 - 3,032,457
Other operating expenses 9,102,175 22,118 B52,520 - 9,983,813
Capital outlay 2,492,924 - 2,982,821 - 5,475,748
Total expendicures 98,473,445 331,323 4,308,256 - 103,113,028
Excess of revenues
over (under)
expenditures 4,128,361 112,382 (2,267,666) 22,867,651 24,940,738
Cther financing sources {uses):
Operating trangfers in 1,938,830 20,000 237,800 - 2,196,630
Qperating transfers out (2,043,752) (152,878) - - (2,196,630)
Srudent Financial Aid {474,526) - - {22,957,914) {23,432,440)
Total other financing
gources (uses) {579,448) (132,878) 237,800 (22,957,914) {23,432,440)
Excess (deficiency)
of revenues over
expenditures and
other sources
{uszes) 3,548,913 (20,486) (2,025, 866) 9,737 1,508,298
Fund balances:
Fund balance, beginning
balance as previously :
statred 14,877,035 9,154 3,586,060 154, 780 18,723,038
Prior pericd adj. 787,620 39,612 - - 827,302
Fund balance, beginning
halance as restated 15,364,725 4B, 766 31,986,060 150, 780 19,550,340
Fund balance,
ending % 18,913,638 28,280 1,866,203 160,517 21,058,638

The accompanying notes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT

CAFITAL PROJECTS FUNDS

COMBINED STATEMENT OF REVENUEES, EXPENDITURES,
AND CHANGES IN FUND BALANCES

BUNDGET AND ACTUAL

YEAR ENDED JUNE 30, 2002
VARTANCE
FAVORABLE
BUDGET ACTUAL {(UNFAVORABLE)
Revenues:
State sources £ 2,319,100 1,841,544 {477,556)
Local sources 295,000 159,046 104,046
Total revenues 2,414,100 2,040,590 (373,510)
Expenditures:
Salaries and benefits:
Claggified salaries - 17,219 {17,219)
Employee benefits - 24 (24)
Total galaries and benefits - 17,243 {(17,243)
Other expenditures:
Supplies and materials - 468 &72 {(455,672)
Cther operating expenses 1,121,501 B52,520 268,981
Capital outlay 4,219,278 2,982,821 1,236,457
Total other expenditures 5,340,779 4,291,013 1,049,766
Total expenditures 5,340,778 4,308,256 1,032,523
Excess of revenues over
(under) expenditures . (2,926,679) (2,267,666) 659,013

Other financing sources (uses):

Operating transfers in 1,892,904 237,800 {(1,655,104)
Total other financing
gources (uaes) 1,892,904 237,800 (1,655,104)
Excess (deficiency) of
revenueg over expenditures .
and other sources (uses) $(1.033,775) (2,029,866) 998, 091)
Fund balance, beginning balance 3,586,069
Fund balance, ending $ 1,956,203

The

-5=

accompanying notes are an integral part of these financial statements.



LONG BEACH COMMUNITY COLLEGE DIZTRICT
COMPONENT UNIT
ASSOCIATED STUDENT BODY OF LONG BEACH CITY COLLEGE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2002

Support and Revenueg:

Support:
ASE fees 5 723,000
Activities 99,028
Total support 822,037
Revenue:
Bales £ 6,098,798
Cost of sales (4,380,883)
Total revenue 1,717,815
Other income 263,113
Total support and revenues 2,803,068
Expenditures:
Program 1,931,301
Amgociated Student Body 658, 806
Total expenditures 2,590,107
Excess (deficit) of support
and revenues over expenditures 212,958
Fund balance, beginning balance ag
previously stated 32,122,375
Pricr period adjustments (35,489)
Fund balance, bheginning
balance ag restated 3,086,886
Fund balance, ending : 5 3,295,844

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

-7=



LONG@ BEACH COMMUNITY COLLEGE DISTRICT
COMPONENT UNIT
ASSOCIATED STUDENT BODY OF LONG BEACH CITY COLLEGE
STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2002

Cash flows from operating activities:
Excessa (deficit) of support and
revenues over expenditures & 212,958
Adjustments to reconcile changes
in net assets to net cash provided
by operating activities:

Depreciation expense 5 48,276
Decrease in accounts receivable 4,031
Increase in prepaid expenses {4,468)
Increase in inventory {(126,994)
Increasge in accounts payable 201,270
Increase in accrued vacation 13,203
Decrease in deferred revenue (2,232)
Increase in due to related groups 13,080
Total adjustments 146,166

Net cash provided by ‘
operating activities 359,124

Cash flows from investing activities:
Purchage of fixed assets (50,183)

Net cash uzed for investing
activities {50,183)

Cashh flowa from financing activities -

Net increase in cash and

cagh equivalents 308,941
Cash and cash equivalents, beginning 2,610,818
Cash and cash equivalents, ending $ 2,519,759

The accompanying notes are an integral part of thege financial statements.

-8-



NOTE

LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO THE FINANCTIAL STATEMENTS

+

JUNE 20, 2002

1 - REPORTING ENTITY

NOTE

The Long Beach Community College District (the Distriet) is an
ingtitution of higher education in the County of Los Angeles,
California, providing educational programs and related student

gervices. The District has two college campuses, both located in Long
Beach, California.

For financial reporting purposes, the District included all funds and
account groupg that are controlled by, or dependent on, the
District's Board of Trustees. These financial statements present the
District and its component unit for which the District is considered
to be financially accountable, The component unit is reported in a
separate column in the combined financial statements to emphasize it
ig legally separate from the District.

Board members are elected by the public; have decision-making
authority, the power to designate management, and the ability to

gignificantly influence operations; and have primary accountability
for fiscal mattera.

2 - SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements have been prepared in
conformity with accounting principles generally accepted in the
United States of America as prescribed by the Governmental Accounting
Standards Board and Audits of State and Local Governmental Units
izsued by the American Institute of Certified Dublic Accountants. The

accompanying statements include all funds and account groups of the
District.

The budgetary and financial accounts of the District have been
recorded and maintained in accordance with the Chancellor's Office of
the California Community College's Budget and Accounting Manual.

A, Fund Accounting

The accounts of the Dimtrict are organized and operated on the
basis of funds and account groups, each of which is an
independent fiscal and accounting entity with the self-
balancing set of accounta. Fund accounting segregates funds
according to their intended purpose and is used to aid
management in demonstrating compliance with finance-related
legal and contractual provisions. The minimum number of funds
is maintained consistent with legal and managerial
requirements., Account Groups report certain assets and
liabilities of the governmental funds not recorded directly in
those funda. The Digtrict's accounts are organized into three
broad categories which, in aggregate, include four fund types,
two account groups, and a component unit, as follows:



LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, Continued

Govarnmental Fund Types:

l) General Fund - accounts for all financial transactions not
accounted for in another fund. The Self-Insurance Fund,
which was established for the purpose of covering the
liability of the District, its officers, agents and
employees, is combined in the General Fund,

2) Capital Projects Fund - accounts for the acquisition or
construction of all major governmental general fixed assets.

3} Special Revenue Fund - accounts for specific revenues
‘ earmarked to finance particular programs or activities.

The governmental fund types use the flow of current financial
resources measurement focus and the modified accrual hasis of
accounting. As such, revenues are recognized when they become
suaceptible to accrual, which iz to say, when they become both
measurable and available to finance expenditures of the current
periocd. Revenues not considered available are recorded as
deferred revenue, Expenditures are recorded at the time
liabilities are incurred, except for certain compensated
abgences, claims, and judgments which are recognized when the
obligations are expected to be ligquidated with expendable
available financial reaources.

In applying the susceptible to accrual concept to
intergovernmental revenues, there are essentially two types of
revenues. In one, monies must be expended on the specific
purpeae or project before any amountz will ke paid to the
District; therefore, revenues are recognized based upon the
expenditures incurred. In the other, wmonies are virtually
unrestricted and are usually revocable only for failure to
comply with prescribed compliance requirements. These resources
are reflected az revenmues at the time of receipt or earlier if
the susceptible to accrual criterion is met.

Property taxes are recognized as revenue in the year for which
taxes have been levied, provided they are c¢ollected within
sixty days after year-end. Investment earnings are recorded as
earned.

Fiduciary PFund Typeas:

1) Agency Fund - accounte for assets held by the Digptrict as an
agent. The Agency Fund consiats of the Payroll Clearing
Account which is custedial in nature and does not involve
measurement of results of operations.

2) Expendable Trust Fund - accounts for assets held by the
District in a trustee capacity. The Student Finanecial Aid
Fund is an expendable trust fund maintained on the modified
accrual basis of accounting.

_10_



LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TQ THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, Continued

Account Groupa:

1) General Fixed Asset Account Group - This account group is
established to account for all general fixed assets of the
District.

2) .General Long-Term Debt Account Group - This account group is
established to account for all long-term obligations of the
District,

Component Unit:

1) Agsociated Student Body of Long Beach City College (ASB) -
accounta for funds of atudents' clubs and corganizations.

2) Amsociated Student Body Enterprises (Enterprises) - accounts
for the cperations of the Bookatore, Cafeteria, Vending and
Pregoroom,

The Component Unit is maintained on the accrual bagis of
accounting and reported as a proprietary fund type. Under
this method, revenues are recorded when earned and expenses
are recorded at the time 1liabilities are incurred. The
government applies all applicable FASB pronouncements in
accounting and reporting for its proprietary operations.

B, Budgets and Budgetary Accounting

By State law, the Disgtrict's (overning Beoard must approve a
tentative budget no later than July 1 and adopt a final budget
no later than September 15. A public hearing must be conducted
to receive comments prior to adoption. The District's Board
gatisfied these requirements.

These budgets are revised by the District's Board and District
Superintendent during the - year to give conzideration to
unanticipated income and expenditures. The final revised
budget igs presented in the financial statements.

Formal budgetary integration was employed as a management
control device during the year for all budgeted funds. The
District employs budgetary control by minor object codes and by
individual appropriation accounts. Expenditures cannot legally
exceed appropriations by major object account.

Encumbrance accounting i3 employed in governmental funds.
Encumbrances outstanding at year-end are reported as
reservationg of fund balances and do not conatitute
expenditures or liabilities because the conmitments will be
reappropriated during the subsequent year.
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LONG BEACH COMMDNITY COLLEGE DISTRICT
WOTES TO THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE 2 - SIGNIFICANT ACCOUNTING POLICIES, Continued

cC.

Caszh in County Treasury

The District'a cash and cash equivalents are considered to he
cash on hand, demand deposits, and short-texrm investments with
maturities of three months or less from the date of
acquisition.

Interfund Transactions

During the course of operations, transactions occur between
individual funds for goods provided, services rendered, or
gupport to other fundg. These receivables and payables are
clasgified ag "Due from Other Funda" or "Due to QOther Funds" on
the balance sheet.

Inventories

Inventories are stated at the lower of cost (computed on a
first-in, first-out bhasis) or fair market value. Inventories
congist mainly of texts and supplies held for retail sale from
the campus bookstores.

Fixed Asseta and Depreciation

General fixed assets used in govermmental fund types of the
Digtrict are capitalized at historical cost or estimated
historical cost in the General Fixed Assets Account Group.
Depreciation is not provided on general fixed assets.

Fund Balance

Regervation of the ending fund balance indicates the portion of
fund balance not available for expenditure or amounts legally
gegregated for an identified future use., Designations of the
ending fund balance indicate tentative plans for financial
regource utilization in a future period. Undeszignated fund
balance represente the portion available for appropriation in
the next fiacal year.

Property Taxes

Property taxes are levied March 1 of each year at which time
they become an enforceable lien on real property. Taxes for
the first installment are due on November 1 and are payable
through December 10 without penalty, The sgecond installment of
taxes is due February 1 and hecomes delincuent on April 10,
Property taxes are remitted to the District from the County of
Logs Angeles at various times throughout the year.

-12-



NOTE 2

LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES T0O THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

- SIGNIFTICANT ACCOUNTING POLICIES, Continued

TI.

Deferred Revenue

Cagh received from Federal and State special projects and
programs is recognized as revenue to the extent that gualified
expenditures have been incurred. Deferred revenue iz recorded
to the extent cash received on special projects and programs
exceeds qualified expenditures.

Employes Retirement Plans

Qualified employees are covered under defined benefit
retirement plans (State Teachers' Retirement Syatem ox Public
Employees' Retirement System) maintained by agencies of the
State of California, District contributions to these plans are

paid or accrued currently based upon a percentage of cualified
employees' salaries.

Earned Vacation and Sick lLeave

District employees are granted vacation and sick leave in
varying amountg. In the event of termination, an employee iz
reimburged for all earned vacation. Distriet policy does not
permit employees to be compensated for accrued sick leave
although unused sick leave is added to the creditable service
for the wvaluation of retirement benefits for eligible
employees. This applies to District employees employed prior
to July 1580. Employees hired after July 1980 do not qualify.

The Digtrict records liabilities for compensated absences using
the availability approach.

"Totals - Memorandum Only"

Total columne on the combined financial statements are
captioned " (Memorandum ©Only)" to indicate that they are
presented only to facilitate financial analysis. Data in these
columns do not present financial position, resulta of
operations, or changes in fund balance in conformity with
accounting principles generally accepted in the United States
of America. Interfund eliminations have not bheen made in the
aggregation of thig data.

Use of Eatimates

The preparation of financial statements in conformity with
generally accepted accounting principles requires wmanagement to
make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could
differ from those estimates.

-13-



NOTE

LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO THE PFINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

3 - CASH AND PCOLED FUNDS

NOTE

As provided for by the Education Code, Section 41001, a gignificant
portion of the Disgtrict's cash balances of most funds are deposited
with the dCounty 9Treasury for the purpose of increasing interest
earnings through county inveatment activitiea. Each reaspective
fund's share of the total pooled cash is included in the accompanying
combined balance sheet under the caption "Cash in County Treasury."
Interest earned on such pooled cash balancee is distributed to the
participating funds based upon each fund's average cash balance
during the distribution period,

The California Government Code requires California banks and savings
and loan associations to secure the District's deposits by pledging
government securities as collateral. The market wvalue of pledge
gecurities must equal 110 percent of an agency's deposits. California
law aleoc allows financial institutions to secure an agency's deposits
by pledging first trust deed mortgage notes having a value of 150
percent of an agency’'s total depositz and collateral is considered to
be held in the name of the Digtrict. All gash held by financial
institutions ig entirely insured or collateralized.

4 - CHANGES IN GENERAL FIXED ASSETS

Following is a summary of changes in general fixed assets by class
for the year ended June 30, 2002:

Balance Retirements Balance
June 30, 2001 Aadditions & Deletions Jupne 30, 2002
District:
Bitesa & 4,773,082 - - 4,773,082
Site improvements 8,923,930 308,712 - 10,233,642
Btructure and
imprmemEntE 108,332,865 2,R35, 955 - 110,868,620
Furniture and
equipment 25,080,992 1,789,931 - 26,850,923
Library books ‘ 10,111,431 1,338,580 - 11,450,021 .
Total $ 158,202,100 _5,974,188 = 164,176,288
ASE Enterprises:
Site improvements 5 327,309 - - 327,308
Furniture and
equipmant 481,554 50,183 - 531,737
Total =3 808,863 50,183 - 859, 046
Less accumulated
depreciation 721,149
Net book value 8 . 137,897
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LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TC THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE 5 - EMPLOYEE RETIREMENT SYSTEMS

Plan Description

The District contributes to the School Employer Pool under the
California Public Employeeg' Retirement System (CalPERS), a cost-
sharing multiple-employer public employee retirement system defined
benefit pension plan administered by CalPERS and to the State
Teachers Retirement System (5TRS) which is also the cost-sharing
multiple-employer retirement plan. These plang provide retirement and
disability benefita, annual cost-of-living adjustments, and death
benefits to plan members and beneficiaries. Benefit provisions are
established by the State statutes, as legislatively amended. 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, CA 95814, STRS
also issues a comprehensive annual financial report that includes
financial statements and required supplementary information. Copies
of the STRE' annual financial report may be obtained by writing to
Fublic Affairs, 7667 Folsom Blvd., Sacramento, CA 9582¢.

Funding Policy

A. CalPERS

Active plan members are required to contribute 7% of their
salary and the District iz required to contribute an
actuarially determined rate. The actuarial methods and
assumptiocna used for determining the rate are those adopted by
the CalPERS Board of Administratiomn,

There were no District contributions to CalPERS for the fiscal
year ended June 20, 2002.

B. STRS

Active plan members are required to contribute 8% of their
salary and the District is reguired to compute an actuarially
determined ratio {(currently B8.25%). Actuarial assumptions and
methods used for determining the rates are those adeopted by the
State Teachers' Retirement Law which asaigns the authority to
eatablish and amend contribution requirements to the State
Legislature.

The District's contributions to STRS for the fiscal year ended
June 30, 2002, were 52,462,774,
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LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE &6 =- INTERFUND TRANSACTIONS
A. Interfund Receivables and Payables

Individual interfund receivables and payables arise from

transactions between such funds during the normal course of

business and consist of the following at June 30, 2002:

Cue From Due to
Other Funds Other Funds

General Fund £ 7,293,415 $ 7,174,508
Self-Insurance Fund - 299,568
Special Revenue Fund - '

Child Development 294,832 725,304
Capital Projecta Fund -

Capital Cutlay 4,194,572 3,670,213
Trust and Agency Funds -

gtudent Financial Aid 2,665,585 2,577,340
Trust and Agency Funds -

Payroll Clearing 19,877 20,951

$ 14,468,285 $ 14,468,285
B. Interfund Transfers

Interfund transfers consist of operating transferz from funds
receiving revenue to funds through which the resources are to
be expended. Interfund transfers for the 2001/2002 fiscal year
were as follows:

Fund Transfers In Transfers OQut

Special Revenue - Child

Development ] 20,000 ] 152,878
Capital Projects -

Capital Qutlay 237,800 -
General 1,338,830 2,043,752
Self-Insurance o 600,000 -

$ 2,196,630 $ 2,196,630
NOTE 7 - COMMITMENTS AND CONTINGENCIES
A. EBick Leave

Sick leave is not accrued but is accumulated for each employee.
Classified and Academic (full year) personnel are awarded 13
days per year. Academic (Teaching) personnel are awarded 10
days per year. The employees do not gain a vested right to
accumulated sick leave and, therefore, are not paid for
accumilated sick leave at termination of employment. The value
of accumulated sick leave at June 30, 2002, was esztimated at
514,269,362,
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LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS, CONTINUELD

JUNE 30, 2002

NOTE 7 - COMMITMENTS AND CONTINGENCIES, Continued

B.

C.

Qperating Leagzes

The District has entered inte various operating leases for
classroom/ office facilities and equipment. All leases contain
termination clauses providing for cancellation afrer aix
months' written notice to the lessors. For the year ended June
30, 2002, the Diztrict expended 5$362,202 for payments. The
outstanding balance as of June 30, 2002, amounted to $853,244,

Litigation

The Digtrict is a defendant in a lawsuit filed by the union
which represents the clasgified employees for overtime pay with
regpect to the work weeks from June 4, 2001 to July 27, 2001.
During that time, the District implemented a four-day, ten-hour
workday., The District’s counsel estimates that the exposure to
the district in this matter iz approximately $800,000, plus
interest, if it were determined that the District was not able
to implement the four-day, ten-hour workday schedule. The
District intends to vigorously defend its positieon.

The District is also a defendant in various lawsuits relating
to workersg’ compensation cases. Their cutcome iz not presently
determinable. No accrual haz been made in the general purpose
financial statements.

State and Federal Allowances, Awards and Grants

The District hag 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, it is believed that
any required reimbursements will not be material.

QOther Post-Retirement Benefits

The Digtrict provides post-retirement health Dbenefits for
certain retireea and their dependents. The benefits vary
depending upon the years of service of the retiree,

The District finances the plan on a pay-as-you-go basis. For
the year ended Junme 30, 2002, the District incurred $£980,47%5
for pogst-retirement health benefits.

Construction Contracts

The District has outstanding construction commitments of
approximately $1,004,432 at June 30, 2002.
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LONG BEACH COMMUNITY COLLREGE DISTRICT
NOTES TO THE FINANCIAL STATEMENTS, CONTINUED

JUNE 30, 2002

NOTE 8 - RISK MANAGEMENT/CONTINGENT LIABILITY

The Digtrict iz exposed to various risks of loss related to property
and general liability, workers' compensation, and health and welfare.
The Distriet utilizes the General Fund to account for these
activities. The District is fully insured with commercial companies
for its health and welfare programa.

The District participates in three joint powers authority agreements
(JPA's) : the Alliance of Schools for Cooperative Insurance Programs
(ASCIP), the Long Beach $chool Districta’ Workers! Cotpensation,
Agency (LBSDWCA), and the Schoolsz' Excessa Liability Fund (SELF)., The
relationship between the District and the JPA's is such that none of
the JPA's are a component unit of the District for financial
reporting purposes, ‘

ASCIP provides property and general liability coverage for its
members. Contribution rates are actuarially determined on a member

basis. Member digtricts may be liable for claims exceeding available
resources.

LBSDWCA was formed to develop and administer a program of workers:®
compensation insurance. Contribution policies are established in
consultation with actuarieg and the claims administrator.

SELF is a statewide Joint Powers Agency established as a program to
pool excess liability and workers' compensation coverage for
participating California public educational agencies. In the event
that excegs claimz exceed available regources, member districts may
be required to make additional contributions.

Total c¢laim and premiumg paid are recorded as expenditures in the.
General Fund when incurred. Total paymente for the fiscal year are:

Property and general liability $ 528,861
Workers' compensation 894,768
Health and welfare ‘ 7,708,962

Total $ 98,133,591

With regard to the LBSDWCA, the District has been made aware that
this JPA has had losgses in recent years which has left the JPEA
potentially under-reserved for future claims. The District estimates
that ita share of the potential underfunding could be between
$850,000 to $1,200,000. There has presently been no asgessment by
the JPA to ite members for this potential underfunding. The
District’s policy is to accrue liabilities upon the actual assessment
by the JPA for premiums. See Note 11 for discussion regarding the
District's termination of its membership in this JPA. :
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LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TQ THE FINANCIAL STATEMENTS, CONTINUED

JUNE 20, 2002

NOTE 5 - FRIOR PERIQD ADJUSTMENTS

In the financial statements for the year ended June 30, 2001, certain
errors were made in the recording of various assets and liabilities
in the combined General Fund, Special Revenue Fand, and Asscciated
Student Body. The errorg have bheen corrected and had the following
effect on the beginning fund balances:

Self- Special Agpociated
General Insurance Revenue Student
Fund Fund Fund Body
Beginning fund balance,
as previoualy stated % 13,966,551 5 610,484 § 9,154 £ 3,122,375
Adjustments:
Accrued expenses L.181,865 %,825 39,812 -
Accounts payabhle - - - (35,289}
Interfund - {400,000} - -

Beginning fund

balance, as restated § 15,148 416 $ 216,309 § 48,768 $ 3,086,886

NOTE 10 - CERTIFICATES QOF PARTICIPATION

NOTE

To finance certain capital expenditures, the District anticipates
receiving proceeds from Certificates of Participation approximating
$2,985,000. However, the receipt of such proceeds did not occur in

the fiscal year ended June 30, 2002, and, therefore, iz not reflected
in the accompanying financial statements.

11 - SUBSEQUENT EVENT

The Digtrict received %5,000,000 in tax and revenue anticipation
notea (TRANs) to cover the District cash flow needs due to delays in

the receipt of property taxes during 2001-2002. These notes will be
repaid at the end of the 2002-2003 fiscal year.

The District has terminated its membership in the Long Beach School
Digtriecta’ Workers’ Compensation Agency as of July 1, 2002,
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LONG BEACH COMMUNITY COLLEGE DISTRICT
GENERAL FUND
COMBINED BALANCE SHEET

JUNE 20, 2002

ASSBETS

Cash in County Treasury
Cash in banks
Revolving fund
Recelvables:
Federal and State
Other
Due from other fundsz
Prepaid expenses

Total aszssets

LIABILITIES AND FUND BALANCE

Liakilitiesn:
Accountsa pavable
Accrued expenses
Accrued vacation
Defarred revenue
Due to other funds

Total liabilities

Fund balances:
Regerved
Unrezerved:

Designated
Undesignated

Total fund balances

Total liabilities
and fund balances

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

COMPONENTS
TOTALS
SELF {MEMORANDUM
GENERAL INSURANCE ONLY)
& 22,176,904 230,151 22,407,055
933,907 - 933,907
70,034 - 76,034
3,996,782 - 3,996,792
2,292,779 335,922 2,628,701
7,253,419 - 7,283,419
12,909 - 12,909
$ 36,776,744 566,073 37,342,817
8 7,836,072 - 7,836,072
778,016 - 778,016
182,922 - 182,922
2,157,692 - 2,157,692
7,174,909 299,568 7,474,477
18,129,611 299,568 18,429,179
580,281 - 580,281
7,085,552 266,505 7,362,057
10,571,300 - 10,971,300
18,647,133 266,505 18,812,638
$ 36,776,744 566,073 37,342,817
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LONG BEACH COMMUNITY COLLEGE DISTRICT
GENERAL FUND
COMBINED STATEMENT OF REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2002
COMPONENTS
TOTALS
SELF (MEMORANDUM
GENERAL INSURANCE QNLY)
Revernues:
Federal sources g 4,011,287 - 4,011,287
State sources 63,450,350 - £3,450, 350
Local sources 35,076,808 63,365 35,140,173
Total revenues 102,538,445 63,365 102,601,810
Expenditures:
Salariez and benefits:
Academic salaries 41,787,982 - 41,787,982
Clagzified salaries 26,968,808 10,948 26,979,756
Employee benefits 15,559,881 5,824 15,605,705
Other expenditures:
Supplies and materials 2,496,735 1,172 2,497,907
Other operating expenses 8,549,073 560,102 2,109,175
Capital outlay 2,457,801 35,123 2,492,924
Total expenditures 97,860,280 613,169 98,473,449
Excega of revenues over
(under) expenditures 4,678,165 {545,804) 4,128,361
Other financing sources (uges):
Operating transfers in 1,338,830 600,000 1,938,830
Operating transfers out (2,043,752) - (2,043,752)
Student Financial Aid (474,528) - (474,526)
Total other financing
gources (uzes) {(1,179,448) G600, 000 {579,448)
Excenss (deficiency)
of revenues over
expenditures and
other zources (uses) 3,498,717 50,196 3,548,913
Fund balance, beginning balance,
as previously stated 13,966,551 610,484 14,577,035
Prior period adjustments 1,181,865 (354,175} 787,690
Fund balance, bheginning
balance, asg restated 15,148,416 216,309 15,364,725
Fund balance, ending S _18,647,133 266,505 18,913,638

The accompanying notes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
FIDUCIARY FUND TYPES - TRUST AND AGENCY FUNDS
COMBINING BALANCE SHEET

JUNE 30, 2002

ASSETS

Cash in County Treasury
Cash in banks
Receivables:
Federal and State
Other
Due from other funds

Total asszets

LIABTLITIES AND FUND BALANCE

Liabilities:
Accounts payable
Accrued expenzes
Deferred income
Due to other funds

Total liabilities
Fund balance

Total liabilities
and fund balance

TRUST AGENCY
STUDENT PAYROLL TOTALS
FINANCIAT CLEARING {MEMORANDUM
AID FUND FUND QNLY)
5 411,238 582,835 994,071
6,450 - 6,450
759,718 - 759,718
43,554 . - 43,554
2,665,585 19,877 2,685,462
$ 3.886, 583 602,712 4,489,295
§ 404,469 - 404,469
18,349 581,761 600,110
725,508 - 725,908
2,577,340 20,951 2,598,291
3,726,066 602,712 4,328,778
160,517 - 160,517
$ 3,886,583 602,712 4,489,295

The accompanying notes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
AGENCY FUNDS
COMBINING STATEMENT OF CHANGES IN ASSETS AND LIARILITIES

YEAR ENDED JUNE 30, 2002

BALANCE BALANCE
JULY 1, 2001 ADDITIONS DEDUCTIQONS JUNE 390, 2003

Payroll Clearing Fund:

Assetg:
Cash in County
Treasury $ 118,671 464,164 - 582,835
Receivables - - - -
Due from other funds 6,426 13,451 - 19,877
Total assets § 125,087 477,615 - 602 712
Liabilifties:
Accrued expenses 5 112,687 469,074 - £8l1, 761
Due to other funds 12,410 B,541 - 20, 951
Total
liabilities = 125,087 477,615 - 602,712

The accompanying notes are an lntegral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
COMPONENT UNIT
ASSOCIATED STUDENT BODY OF LONG BEACH CITY COLLEGE
BALANCE SHEET

JUNE 30, 2002
UNRESTRICTED RESTRICTED TOTALS
ASB (MEMORANDUM
ASR ENTERPRISES QWLY)
ASESETS
Cash in banks $ 1,514,778 1,373,663 2,888,441
Revolving Fund 2,500 28,818 31,318
Receivables 1,023 102,017 103,040
Prepaid expenses - B, 064 8,064
Fixed assets - 137,897 137,897
Total assets 5 i.518,301 2,746,817 4,265,218
LIABILITIES AND FUND BALANCE

Liabilities: )
Accounts payable g 5,168 559,394 564,564
Accrued vacation - 37,280 37,280
Deferred revenue 124,978 - 124,978
Due to related groups 238,552 - 238,552
Total liabilities 368,658 59&,678 965,374

Fund balance:

Invegtment in fixed assets - 127,857 137,897
Restricted - 2,012,344 2,012,344
Unrestricted 1,149,603 - 1,149,603
Total fund balance 1,149,603 2,150,241 3,299,844

Total liabilities
and fund balance $ 1,518,301 2,746,917 4,265,218

The accompanying aoctes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
COMPONENT UNIT
ASS50QCIATED STUDENT BODY OF LONG BEACH CITY COLLEGE
STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES

YEAR ENDED JUNE 30, 2002

UNRESTRICTED RESTRICTED TOTALS
ASEH (MEMORANDUM
ASE ENTERPRIZES ONLY)
Support and Revenues:
Support :
ASE fees 8 723,009 - 723,009
Activities 99,028 - 95,028
Total BuUpport B22,037 - 822,037
Revenues:
Salesn - 6,098,798 6,088,798
Coat. of sales - (4,380,883) (4,380,883)
Gross profit - 1,717,915 1,171,815
Other income 42,352 220,761 263,113
Total support
and revenues B&4,389 1,938,676 2,803,065
Expenditures:
Program 473,772 1,457,525 1,531,301
Associated Student Body 293,126 365,680 £58,806
Total expenditures 766,898 1,823,209 2,590,107
Excess (deficit) of
support and revenues
over expenditures 97,491 115,467 212,958
Fund balance, beginning balance
ag previously stated 1,111,943 2,010,432 3,122,375
Pricor period adjustments (59,831) 24,342 (35,489)
Fund balance, beginning
balance ag reztated 1,062,112 2,034,774 3,086,886
Fund balance, ending $ 1,149,602 2,150,241 3,259,844

The accompanying notes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
COMPONENT UNIT
ASSOCIATED STUDENT BODY QF LONG BEACH CITY COLLEGE
STATEMENT OF CASH FLOWS

YEAR ENDED JUNE 30, 2002

UNRESTRICTED RESTRICTED TOTALS

ASE (MEMORANDUM
ASEH ENTERPRISES ONLY}

Cash flows from operating activities:
Excess (deficit) of support
and revenues over
expenditures g 97,481 115,487 212,958
Adjustments to reconcile
to net cash provided by
operating activities:

Depreciation expense - 48,276 48,276
{Increase) decrease in

accounts receivable (1,023) 5,054 4,031
{Increase) decrease in

prepaid expenszesg - {4,468) (4,468)
{Increase) decrease in

inventory - (126,994) (126, 994)
Increanse {decrease) in

accounts payable (71,646) 272,916 201,270
Increase (decrease) in

Accrued vacation - 13,202 13,203
Increase (decrease) in .

deferred revenue (2,232) - (2,232)
Increase {(decrease) in due

to related groups 13,080 - 13,080

Net cash provided by
(used by) operating
activities 35,670 323,454 359,124

Cash flows from investing activities:
Purchase of fixed assgsets - {50,183) (50,183)

Net cash u=ed for
investing activities - (50,183) (50,183)

Casah flows from _
financing activities - - -

Net increasze (decrease)
in cash and cash

equivalents 35,670 273,271 308,941
Cash and cash equivalents,
beginning 1,481,508 1,129,210 2,610,818
Cash and casgh
equivalents, ending 5 1,517,278 1,402,481 2,219,759

The accompanying notes are an integral part of these financial statements.
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Goodrich, Goodyear & Hinds

An Accountancy Carparation

INDEPENDENT AUDITORS' REFORT ON SUPPLEMENTAL INFORMATION

The Board of Trustees
Long Beach Community College District
Long Beach, California

We have audited the general purpose financial statements of Long
Beach Community College Disgtrict (the District) as of and for the year
ended June 30, 2002, and have issued our report thereon dated November 27,
2002, These ganeral purpoge financial statements are the responslblllty
of the District's management. Our responsibility is to express an opinion
on these general purpose financial statements based on our audit.

We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and Government Auditing
Standardsg igsued 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. These standards
require that we plan and perform the audit to obtain reasonable assurance
about whethex the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the general purpose financial statements. An
audit also includes assesging the accounting principles ugzed and
gignificant estimates made Dby management, ag well ag evaluating the
overall finamncial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

Our audit wag made for the purpeose of forming an opinion on the
general purpose financial statements of the Long Beach Community College
District taken as a whole. The accompanying financial information,
identified as supplementary information, including the Schedule of
Expenditures of Federal, State and Local Awards, is presented for purposes
of additional analysis as required by the U. S. Office of Management and
Budget Circular A-133, Audits of States, Local Govermments, and Non-Profit
Organizationsg, and is not a required part of the general purpese financial
statements and includes the following reporta and claims:

Organization '

Schedule of Worklead Measures for Program-based Funding

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

The information in this supplementary information has been
subjected to the auditing procedures applied in our audit of the general
purpose financial statements and, in ocur opinion, is fairly presented in

all material respects in relation to the general purpose financial
gtatements taken as a wheole,

W%%W;‘W/

Long Beach, California
November 27, 2002
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LONG BEACH COMMUNITY COLLEGE DISTRICT
ORGANTZATION

YEAR ENDED JUNE 30, 2002

The Long Beach Community College District was egtablished in 1927 and is
comprised of an area of approximately 12B.6 square miles located in Los
Angeles County. There were no changes in the boundaries of the District
during the current year. The college credit program is housed primarily
at the Liberal Artas Campusg. The District alsoc provides comprehensive
college and continuing education programs at the Pacific Coast Campus.

Board of Trustees

Name Office Term Expires
Mr. Roberto Uranga President April 30, 2004
Ms. Diamne Theil McNinch Vice President April 30, 20048
Mr. Thomas J. Clark Member April 20, 2006
Ms. Trudy Polsky Member April 30, 2004
Mr. Jeffrey A. Kellogy Member April 30, 2006
Administration
Dr. E. Jan Kehoe Superintendent-President
Secretary, Board of Trustees
Mr., Victor R. Collins Executive Vice President, Human Reasources
Dr. Mary Callahan Vice President/Asgsistant Superintendent,

Academic Affairs

Mr. Eloy OQakley Vice Preazident/Assistant Superintendent,
Adminigtrative Services

Ms. Lou Anne Bynum Vice President/Assistant Superintendent,
Economic and Resource Development

Dr. Arthur Byrd Vice President/Assistant Superintendent,
: Student Services, Planning and Research

Dr. Pauline Merry Provost/Assistant Superintendent,
Pacific Coast Campus
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LONG BEACH COMMUNITY COLLEGE DISTRICT
SCHEDULE OF WORKLOAD MEASURES FOR PROGRAM-BASED FUNDING

YEAR ENDED JUNE 30, 2002

Report
Full-time Equivalent Students Annual FTES
A, (Credit Full-time Equivalent Students {FTES):
1. Weekly census 11,770¢.00
2. Daily census 2,740.96
3. Actual hoursz of attendance 1,626.70
4. Independent Study/Work Experience
a. Weekly 274 .90
b. Daily 88.04
5. Summer inter-session 2,338.53
Total 18,839.13
B. Noncredit FTES:
1. Actuzal hours of attendance 784,95
2. 8Bummer inter-sesgion 134.57
Total 915.52
Total FTES 19,758.65

C. Gross Square Footage:
1. Existing facilities 983,466
2. New facilities -

Total sguare footage _.98B3, 466

D. FTES in less than 100% leased space 1,054.68

We have examined the controls and procedures and tested supporting records
of FTES' reports and supporting documents of attendance submitted as a
bazis for statement apportionments and allowances, to the extent

considered necessary, and have assured ourselves that the reports fairly
presented the information contained therein.

The accompanying notes are an integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
RECONCILIATION OF ANNUAL FINANCIAL AND BUDGET REPORTS (CCFS-311)
WITH AUDITED FINANCIAL STATEMENTS

YEAR ENDED JUNE 30, 2002
Capital
outlay Self- Child Student
General Projects Insurance Development Finaneial
Fund Fund Fund Fund Adid Pund
June 30, 2002,
annual financial
and budget report
(Form CCFS- 311)
fund balance % 18,225,516 4,781,843 255,097 30,000 184,213
Adjustments and
reclaggifications
increasing
{decreasing) the
fund balance:
Investmants 14,691 - - - =
Accounts
receivable - 159,280 - - -
Prepaid expenceg {273,080) - - - -
Interfund 26,880 80 - - -
Accounts payable - - - (1,720) -
Defearred income 701,472 - - - (23,696}
Accrued expenses {48,346) - 11,408 - -
Certificates of
participation - (2,985,000) - - -
June 30, 2002,
audited
financial
statements
fund balance 2 18,647,133 1,956,203 266,505 28,280 160,517

The accompanying notes are ah integral part of these financial statements.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
NOTES TO SUPPLEMENTAL INFORMATION

JUNE 30, 2002

NOTE 1 - PURPOSE OF SCHEDULES

Schedule of Expenditures for Federal, State and Local Awards

The audit of the District for the vyear ended June 30, 2002, was
conducted in accordance with COMB Circular A-133, which requires a
disclosure of the financial activities of all Federally funded
programs. To comply with A-132 and State requirements, the Schedule
of Expenditures for Federal, State and Local Awards was prepared for
the District.

General

The accompanying Schedule of Expenditures for Federal, State and
Local Awards presents the activity of all Federal, State and
Local financial assgizstance programz of the District. The
District reporting entity is defined in Note 1 to the District's
financial statements. Federal financial assistance received
directly from Federal agencies as well as Federal financial
assistance passed through other government agencies are included
on the schedule.

Bagig of Accounting

The accompanying Schedule of Expenditures for Federal, State and
Local Awards is presented using the modified accrual basgis of
accounting, which ig described in Note 2 to the District's
financial zstatements.

Schedule of Workload Measures for Program-Based Funding

The Schedule of Worklcoad Measures for Program-Based Funding
repregents the basis of the base revenue calculation of the Long
Beach Community College District's annual source of funding.

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

This achedule provides the information necessary to reconcile
the fund balances of all funds reported on the Form CCF5-311
(budgetary basgig) toe the auvdited financial statements prepared
in accordance with accounting principles generally accepted in
the United Statea of America.
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

INDEPENDENT AUDITORS' REPQRT
ON STATE COMPLIANCE REQUIREMENTS

The Board of Trusteeaz
Long Beach Community College Diatrict
Long Beach, California

We .have audited the financial statements of the Long Beach
Community College District for the year ended Jume 30, 2002, and have
igaued our report thereon dated November 27, 2002.

Our audit was made in accordance with generally accepted auditing
standards. and the standards for finaneial and compliance audits contained
in Government Auditing Standards issued by the Comptroller Gemeral of the
United States and, accordingly included such tests of the accounting

records and such other auditing procedures as we considered necesgary in
the circumstances.

In commection with our audit referred to above, we selected and
teated 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 (CDBEM) :

Program Area Tested Compliancge Requirement
Required Data Elements Eac¢h distriet shall have the ability to
support timely, acourate and complete

information  for the following  workleoad
measures used in the calculation of State
General Apportionment : Credit Full-time
Equivalent Student (FTES) in weekly census,
daily census, actual hours of attendance and
apprenticeship courses, Non-credit FTES in
actual hour of attendance courses and distance
education courses, Credit Student Headoount
Data, and. Gross Sguare Footage and FTES in
lesz than 100% leased apace.

Enrcollment Fee Each distriet is regquired to report the total
amount the students should have paid £for
enrollment fees for purposes of determining
each district's share of apportionments
annually.

Students Actively Enrolled Each district shall claim, for apportionment

purposes only, the attendance of sztudents
actively enrolled in a course section az of
the census date.
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Program Area Tested

Salaries of Claszsroom
Instructors

Uses of Matriculation
Funds

Apportionment for
Instructicnal Service
Agreementa/ Contracts

Allocation of Costs'
" (DEP&S and BEOR&S)

Compliance Regquirement

Each district's galaries of classroom
ingtructors shall equal or exceed 50% of the
district's current expense of education (CEE)
in accordance with Section 84362 of the
Education Code,

Districts are required to use local funds to
support at least 75 percent of the
matriculation activities with the remaining
expenditures claimable against the State
matriculation allocation. All expenditures
related to the allocation, both State and
local funded portions, must be consistent with
the district's State-approved matriculation
plan and identifiable within the ten
activities claimable against State
matriculation funds. This 25% State Fundz/75%
Local Fundes ratio applies district-wide, not
per college or within individual activity
groups.

District mst use the annual State
matriculation allocation teo expand levels of
aervices that were in place in 19%86/87, or to
add entirely new services. The State
allocation may mnot be used to supplant
district-funded services, including persconnel

.costs that existed in 1986/87 or hefore,

The District can claim FTES and, conseguently,
State funding for classes given through
instructional service agreements/ contracts
provided cgertain requirements are met. These
requirements include a written agreement,
instruction of approved programs, publishing
of ecourses, qualification of instructors and
control, supervision and respeonsibility over
the educational programs.

Salaries of instrictors teaching FTES-

generating classes, school counselors
providing adviasement, Student Servicez at the
Dean-level or above, and financial aid

officers conducting need analysie are not
considered supportable charges against either
Extended Opportunity Programs and Services
(EOP&S) or Disabled Student Programs and
Services (DSP&S) accounts unless their
activities require time to perform additional
functienas for the EOP&S or DSP&S programs
which are beyond the gcope of services
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Program Area Tested

Compliance Requirement

EQP&S Administrator/
Director Requirements

Gann Limit Calculation

Economic Development
Program (EDP)

Scheduled Maintenance
Program

Open Enrollment

Extended Opportunity
Programs and Services
(BOP&S)

provided to all satudentsz in the normal
performance of the regular duty assignments.
These activities may be supported only to the
extent of the supplementary services provided
for EOP&S or DSP&S.

Districts accepting EOP&S funds are reguired
to contribute from non-EQP&S sources for the
salary of the EQP&S director/administrator at
the rate of 100% of salary and henefits for
formal program activities associated with the
implementation and operation of EOP&S specific
activitiea over and above general supervision
of EOP&S activities.

Bach district shall calculate and adopt an
appropriation limit anmually in a public
meeting, The calculation and adoption shall
be verified by certified public accountants as
part of anmual financial audits.

In addition to complying with satandard grant
conditions, each District must comply with all
state laws and regulations concerning each of
the following: procedures for subcontracts or
grant agreements, including appropriate
authorization by the Chancellor’'s Office,
procurement procedures, travel authorization,
hiring procedures, and appropriate use of
fizcal agents.

Funds provided by the State muzt be to
supplement., neot supplant, distriet deferred
maintenance funds. Thiz iz defined as the
amount spent in fiscal vyear 1995-%6 for
Cperation and Maintenance of Plant increased
by an amount egqual to the State’s contribution
and the District’s match for the Scheduled
Maintenance Program for the year |being
audited, ‘ :

Each district shall comply with the title V
provigions of the California Code of
Requlations related to open enrollment by the
general public for all the courses being
submitted for state apportionment funding.

Districts accepting EOP&S Fundz shall operate
within the program requirementz az identified
in Sections 69640-65657 of the California
Education Code and Sections 56200-56298 of
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Program Area Tested Compliance Requirement

Title 5 of the California Code of Regulations
and within the general requirementsa as
identified in Sections 66010-66022, 63500,
69503-69509.5, 69514 of the California
Bducation Code and Sections G58600-58630 of
Title 5 of the California Code of Regqulations.

Disabled Student Programs

and Services (DSP&S) District aceepting DSP&2 funds shall operate
within the program requirements as identified
in Sections 14020, 14021, 67142, 67143, €7310-
67314, 71020, 7B&00, 7B600.5, B4320-84333,
84B50, 84850.5 of the California Education
Code and Sections 56000-56088 of Title 5 of
the California Code of Regulations.

Cooperative Agencies
Resources for Education

(CARE) Districts accepting CARE funds shall operate
: within the program requirements as identified
in Sections 56200-56298 of Title §5 of the
California Code of Regulations, Sections
79150-7%155 of the California ERducation Code,
CARE Program Guidelines and Regquests for
Waivers, and California Community Colleges
Management Information Systems Data Element

Dictionary,

Management is regpongible for the District’s compliance with
thoge requirements. OQur responsibility iz to express an opinion on the
District’s compliance bazed on our examination.

Our examination wasg conducted in accordance with attestation
gtandards established by the 2American Institute of Certified Public
Accountants and, accordingly, included examining, on a test bagis,
evidence about the District’s compliance with those requirements and
performing such other procedures as we considered necessary in the
circumstances. We believe that our examination provides a reasonable
bagiz for our opinion. Our examination does not provide a legal
determination on the Distxict’'s compliance with gpecified requirements.

_ In our opinion, the Long Beach Community College District
complied, in all material respects, with the aforementioned requirements
for the year ended June 30, 2002.

This report is intended solely for the information and use of the
District's management, the Board of Trustees, and the Federal and State
awarding agencies and pass-through entities, and is intenhded to be and
ghould not be used by anyone other than these specified partiez.

(bl Soodas Sl

Long Beach, California
November 27, 2002
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
AND ON INTEENAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT QOF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH "GOVERNMENT AUDITING STANDARDS"

The Board of Trustees
Long Beach Community College Digtrict
Long Beach, California

We have audited the general purpose financial statements of Long
Beach Community College District (the District) as of and for the year
ended June 30, 2002, and have issued our report thereon dated November 27,
2002, We conducted ocur 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.

Compliance

Az part of obtaining reascnable &assurance about whether the District's
general purpoge financial statements are free of material misstatement, we
performed tests of its compliance with certain provisions of laws,
regqulations, contracts and grants, noncompliance with which could have a
direct and material effect on the determination of financial statement
amount.s. However, providing an opinion oo 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 that are required to be reported under Government
Auditing Standards.

Internal Control over Fimancial Reporting

In planning and performing our audit, we c¢onsidered the District's
internal control over financial reporting in order to determine our
auditing procedures for the purpose. of expressing our opinion on the
general purpose financial statements and neot to provide assurance on the
internal control over financial reporting. Cur consideration of the
internal control over financial reporting would not necessarily disclose
all matters in the internal control over financial reporting that might be
material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal contrel components does
not reduce to a relatively low level the risk that misstatements in
amounts that would be material  in relation to the general purpose
financial statementsa being audited may occur and not be detected within a
timely period by employeea in the normal course of performing their

asaigned functions. We noted no matters invelving the internal control
over financial reporting and its operation that we consider to be material
weaknesses.
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This report is intended solely for the information and use of the
Board of Trusteesz, Disztrict management, and the Federal and State awarding

and pags-through entities, and i1s not intended to be and should not be
uzed by anyone other than thege specified parties.

(ZJeodiiol, roaetpaif ¢ i

Long Beach, California
November 27, 2002
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
WITH REQUIREMENTS APPLICABLE TO EACH MAJOR FROGRAM
AND TNTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE

WITH OME CIRCULAR A-133

The Board of Trustees

Long Beach Community College District
Long Beach, California

Compliance

We have audited the compliance of Long Beach Community College
District (the District) with the types of compliance requirements
described in the U, 5. Office of Management and Budget (OMB) Circular A-
133 Compliance Supplement that are applicable to each of its major Federal
programs for the vear ended June 30, 2002. The Digtrict's major Pederal
programa are identified in the Summary of Auditeors' Resgults' 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 exprezs an opinion on
the District's compliance hased 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 Govermment Auditing
Standards issued by the Comptroller General of the United States; and OMB
Circular A-133, Audits of States, Local Governments and Non-Profit
Crganizations. Those astandards 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 Disgtrict's compliance with those requirementz and performing such
other procedures as we considered necesgary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion. oOur
audit does not provide a legal determination on the District's compliance
with those requirements.

In our opinion, the District complied, in all material reapects,
w1th the requirements referred to above that are applicable to each of its
major Federal programs for the year ended June 30, 2002. However, the
results of our auditing procedures dizclosed an instance of non—ccmpliance
with those requirements, which is required to be reported in accordance
with OMB Circular A-133 and which is described in the accompanying
Schedule of Findings and Questioned Cosats.

Internal Control Over Compliance

The management of Long Beach Community College Diastrict is
responsible for establishing and maintaining effective internal control
over compliance with recuirements of laws, regulations, contracts, and

_42_



grants applicable to Federal programs. In plaming and performing our
audit, we considered the Diztrict's internal control over compliance with
requirements that could have a direct and material effect on a major
Federal program in order to determine our auditing procedurez for the
purpozge of expressing our opinion on compliance and to test and report on
internal control over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would
not necessarily disclose all matters in the internal control that might be
material weakneszzes, A material weakness is a condition in which the
design or operation of one or more of the internal control components does
not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grants that
would be material in relation to a major Federal program being auvdited may
occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters

involving the intermal control over compliance and its operation that we
congider to be material weaknesses.

This report is intended golely for the information and use of the
Board of Trustees, Diatrict management and Federal and State awarding
agencies and pass-through entities, and is not intended to be and should
not be uzed by anyone other than these specified parties.

Chbodlesl, Effodon0 5 el

Long Beach, California
November 27, 2002

_43_



Part I

LONG BEACH COMMUNITY COLLEGE DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED JUNE 320, 2002

« Summary of Auditors' Results

Financial Statements

1.

The independent auditors' report on the financial statements
expressed an ungualified opinion.

There were no reportable conditions in intermal control over
financial reporting,

No instances of noncompliance considered material to the financial
gtatemente was disclosed by the audit.

Federal Awards

1.

3.

No reportable conditions in internal contreol over compliance with
regquirements were applicable to major programs.

The independent auditors' report on compliance ‘with reguirements
applicable to major federal . award programs expressed an
ungualified opinion. '

An audit finding that is required to be reported in accordance
with Circular A-133, Section 510(a), is digclosed.

The District's major programs were:

Name of Federal Program or Cluster (1) CFDA Number
Student Financial Aid (1):
Federal Direct Loan 84.268
Federal Perkins Loan Program 84,038
Federal Pell Grant Program 84,083
Supplemental Educational Opportunity
Grants B4 .007
Federal Work Study Program 84,033
Title IV Project Launch = B4.042
Title IV Upward Bound g4.047
Title V Higpanic Serving Inatitutions 84.031
Vocational and Applied Technology
Act 11C Basic Grant B4.048
Vocational and Applied Technoclogy
Education Act Technical Preparation 84.048

A thresheold of $5300,000 was used to distinguish between Type A and
Type B programs as those terms are defined in OMB Circular A-133.

The District gqualified as a low-rigk auvditee as that term is
defined in OMB Circular A-133.
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LONG BEACH COMMUNITY COLLEGE DISTRICT
SCHEDULE OF FINDINGS AND QUESTIONED COSTS, CONTINUED

YEAR ENDED JUNE 30, 2002

State Awards

1. No reportable conditions in internal control over compliance
requirements were applicable to State programs.

2. The independent auditors’ report on State compliance requirements
expressed an unqualified opinion.

Part TI - Financial Statament Findings for the Yesar Ended
June 30, 2002

None -noted.

Part IIT - Federal Award Findings and Questionad Coats for the
Yaar Endad June 30, 2002

1. 2002-1 Finding: Procurement reguisitions are not identifying
Federal source of funds.

Standard: Educational Department General Administrative
Regulations (EDGAR) Procurement Standards.

Discussions: Procurement requisitions and purchase orders do not
clearly identify Federal szource of funds. This has resulted in
some Federal-funded procurements being processed under non-Federal
practices. Although the dollar effect of thesze practices is

immaterial, Federal procurements guidelines must be followed for
all Federal-funded procurements,

Recommendations: We recommend that a process, such as a special

stamp with red ink, be developed that c¢learly identifies when a
procurement iz Federally funded.

District Response: Management concurs and will make changes to
the way that purchase requisitions, using Federal funds, are
processed. = The District uses two different kinds of purchase.
requisgitions: paper requigitioms and paperleas  PeopleSoft
requisitions that are processed electronically. For the paper
requisitions, we will follow the auditors’ recommendation to stamp
“Federally Funded” on the face of the requisition. For paperless
requisitions, we will work with our computer programmers to
develop an ‘“electronically generated atamp,” which would be

triggered by the part of the account code string indicating a
Federal -funding source.

Part IV - State Award Findings and Questioned Costs for the Year
Ended June 30, 2002

None noted.
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Goodrich, Goodyear & Hinds

An Aecountancy Corporation

MANAGEMENT LETTER

The Board of Trustees
Long Beach Community College District
Long Beach, California

In planning and performing our audit of the general purpose financial
gtatements of Long Beach Community College District (“District”) for the
yvear ended June 30, 2002, we considered the District’s internal control to
determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide asgsurance on the
internal control. However, during our audit, we became aware of some
matters that are opportunities for atrengthening the District’s internal
controls and operating efficiency. This letter does not affect our report
dated November 27, 2002, on the general purpose financial statements of
Long Beach Community College District. The comments below summarize our
concerns regarding these matters,

Record Management Program Should Ea Preparad.

Finding: Federal record retention requirements are not consistently
followed.
Digcussion: The responsibility for Federal grant administrative

activities is distributed among various offices throughout the campus. In
our discussionz with staff from several of these offices, there wag

varying knowledge and, therefore, application of Federal record-retention
regquirements.

Recommendation: We recommend that a record-retention policy and program
be developed, written and implemented.

Propaerty Management Systam Needs Improvement.

Finding: The property management ayastem does not capture several required
elementg and is not current; and a physical inventory ie overdue.

Discussion: The District is in the process of designing and converting
over to a PeopleSoft property management sgystem. The property management
system currently being used does not capture for equipment acquired with
Federal funds, five of the eight required reporting elements. Although
the source input records have been collected, the automated property

register has not been updated through the current vyear. Moreover, a
physical inventory has not been performed within the required two-year
period.

Racommendation: We recommend that: (1) the new PeopleSoft property

managemernt gystem be configured to capture all the reguired Federal
reporting elements; (2) the current system be hrought current; and, 2) an
inventory be conducted with the resulta reconciled with property records.
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Indirect Cost Plan Should Ba Cartifiead.

Finding: A current indireet cost plan hasg not been prepared or certified,

Digoussion: The 1998/1929 indirect coszt calculation was the most recent
available for our review.

Recommendation: We recommend that a current indirect cost plan be
prepared and certified.

Form D8-2 Describing Cost Principles.

Finding: Thig year LBCCD received 524.6 million in Federal grants. When
the campus receives more than 525 million in Federal funds, certain
requirements apply for indirect cost plan proposals,

Digcussion: OMB Circular A-21, Cost Principles for Educaticnal
Institutions, requires institutionas of higher education that receive more
than $25 million in Federal fundg in a fiscal year to prepare and submit a
D5-2 that describes the institution’s cost accounting practices, These
ingtitutions are required to submit DS-2 within six months after the end
of the institution’s fiscal year that begins after May 8, 1996, unless the
institution is required to submit a DS-2 earlier due to a receipt of a

c¢ost accounting standard-covered c¢ontract in accordance with 48 CFR
Section 5903.202-1,

These institutions are responsible for maintaining an accurate DS-2 and
complying with discloged cost accounting practices. They are also
responsible for filing amendments to the DS-2 when disclosed practices are
changed or modified.

Racommendation: We recommend that these regulations be followed once
Federal grant revenues exceed $25 million annually.

Grant File Managemant Practices Should Be Improvaed.

Finding: Written guidelines for grant file management practices do not
exist.

Discuasion: The administrative responsibilities for Federal grants are
disburased among wvarious offices throughout the campus. In our review of
the selected Federal grants, we found that no one position or coffice was
respongible for maintaining a central file for each grant that contained
eritical application, award, budget, drawdown, correspondence, and cloge--
out records. Moreover, no written procedures exist for guiding program
directors and support ataff on acceptable grant file management practices.

Racommendation: We recommend that a written policy be prepared that
clearly establishes grant file management responsibilities and practices.

Grant Files Should Include Additional Supporting Documentation.

Finding: Grant files did not consistently include support for award
balances, budget amounts, cash drawdowns, and accounts receivable figures.
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Disecusgion: The Federal grants reviewed had: (1) periods of performance

that spanned twe or more LBCCD fiszcal years; (2} multiple year cycles;
(3) more than one program activity; and/or, (4) allowed unused award
balancesg to be carried over to subsequent years. Given these factors,

effective control over calculating, and suppeorting, critical balances -
guch ag award, budget, drawdown and accounts receivable amounts - regquires
a as#tructured approach. Award balances help determine budget and account
receivable amounts, Cazh drawdowns support good cash management practices,
Nevertheless, no written procedures or forms exist to guide sztaff in
consistently calculating and supporting these amounts.

Racommendation: We recommend that: (1)} written procedures and forms for
calculating critical balances are prepared; and, (2) completed forms,

along with supporting reports, are maintained in a single, easily
agsessable, file by grant.

Analysis of Varioug Accounts Should Be Parformad.

Finding: Analysis of various accounts, i.e., accounts receivable,

accounts - payable, accrued expenses, and deferred income has not been
performed.

Discusgion: Because of the relative gignificance of the various accounts
(listed above) and the relative transactions to the overall financial
statements, it is imperative that analysisz of these accounts be performed.

Reconmendation: We recommend that timely analysis and review of warious

accountg, particularly accounts receivable, accounts payable, accrued
expenses, and deferred income, be performed.

Increage in Capitalization Policy Should Be Documentad.

Finding: The increase in capiﬁalizaticn policy teo 85,000 was not
documented.

Discussion: Because of GASB 35, the District increased its capitalization
policy to $5,000. However, during our review of the Board Minutes, we did

not find: (1) any discusgsion and approval for the increase in the
capitalization policy; or, (2) any memorandum notifying appropriate
personnel .

Racommendation: We recommend that a change in accounting policy be

memorialized in the Board Minutes.

Trial Balancas Should Be Provided Timely.

Finding: We did not receive the trial balances until October 4, 2002.
Consequently, our fieldwork was not completed until November 27, 2002.

Digowugsion: Because of the nature and scope of the audit, it iz of utmost
importance that we receive the trial balances timely, particularly for
next year’s audit when GASB 35 will be in effect.

Recommendation: We recommend that trial balances be provided timely.
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We have already dizcussed the above findings and recommendations with
various Distriect persgonnel, and we will be pleased to discuss these in
further detail to assist you in implementing the recommendations,

oo, cz%fzgwf ol

Long Beach, California
November 27, 2002
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Goodrich, Goodyear & Hinds

An Accountancy Corporation

MANAGEMENT LETTER

The Board of Trustees and

The Asscciated Student Body Enterprises Board
Long Beach Commuinity College Disgkrict

Long Beach, California

In plamming and performing our audit of the general purpose financial
statements of Long Beach Community College District (“District”)} for the
year ended June 30, 2002, we considered the Disgtrict’s internal control to
determine our aundicing procedures for the purpoze of expressing our
opinion on the financial statements and not to provide assurancé on the
internal control, However, during our audit, we became aware of a certain
matter that ig an opportunity for strengthening the District's Associated
Student Body Enterprizes’ (ASBE) imternal controls and operating
efficiency. This letter does not affect our report dated November 27,
2002, on the general purpcose financial statements of Long Beach Community
College District., Our comment is summarized below:

Finding: A copy of the ASBE Board wminutes relating to the approval of
capital expenditures exceeding £1,500 was not provided to Accounts
Payable.

Discussien; All equipment purchases exceeding $1,500 must be approved by
the ASBE BEoard. During our audit, we noted that there was a total of
three capital expenditures. Each capital expenditure exceeded $1,500. A
copy of the ASBE Board minutes relating to the approval of these capital
expenditures was not provided te Accounts Payable. Consequently,
unnecessary time was spent by the Accounts Payable clerk to determine if
such expenditures were approved by the ASBE Board. We reviewed the
minutes and determined that these capital expenditures were approved by
the ASBE Board prior to purchase.

Racommendation: To eliminate the time spent by Accounts Payable in
determining if capital expenditures exceeding 351,500 were approved by the
ASBE Board prior to approval, we recommend that a copy of the ASBE Board

minutes relating to the approval of the capital expenditures be provided
to Accounts PFayable.

We have already discussed the above finding and recommendation with
various ASBE perscnnel, and we will be pleased to discuss thiz in further
detail to assist you in implementing the recommendation.

(4 .
Long Beach, California
November 27, 2002
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LONG BEACH COMMUNITY COLLEGE DISTRICT
SUMMARY SCHEDULE OF PRIOR AUDIT PINDINGS

YEAR ENDED JUNE 30, 2002

State Compliance - Economic Development Program

Condition

During our testing of the procurement procedures, we noted that one
piece of equipment related to the Advanced Transportation Technology
was not properly tagged and identified as property purchased with
Economic Development funds. Further inguiry indicated that there was
other egquipment that was not property tagged and identified.

Generally, equipment is shipped to the District’s warehouse whose
respongibility is to physically identify all inventoried new equipment
purchaged, to receive the equipment at the District, and to notify
Fiscal Operations of the equipment quantity for all acquired
equipment, inventory tag number, and location of the equipment.

However, there are instances wherein equipment is directly shipped to
the project site as in the case described above. Congequently, a
breakdown in communication occurs between the project site director

and Purchasing/Receiving and, therefore, equipment is not properly
tagged and identified.

Criteria

In addition teo complying with standard grant conditions, each
Distriet must comply with all state laws and requlations concerning

each of the following: procedures for subcontracts or grant
agreements, including appropriate authorization by the Chancellor’s
Office; procurement procedures; travel authorization; hiring

procedures; and appropriate use of fiscal agents,

Under procurement procedureg, each District must properly tag and
identify personal property, i.e., equipment and furniture purchased
with Economic Development Funds.

Effect

The District failed to comply with tagging and identifying egquipment
purchased with Economic Development Funds.

Recommendation

Toe ensure that equipment 1is properly tagged and identified, we
recommend that all ecuipment deliveries bhe centralized at the
District’s warehouse.

Status

Implemented.
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