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GRrROSSMONT-CUYAMACA
CoMMuNITY COLEGE DISTRICT

November 4, 2004

Governing Board
Grossmont-Cuyamaca Community College District
El Cajon, CA 92020

Attached is the Independent Auditors’ Report on Financial Statements for the fiscal year ended
June 30, 2004. The audited statements confirm that the Grossmont-Cuyamaca Community
College District is a fiscally sound district. The attached audit provides an unqualified opinion
that the District’s statements included in the audit report conform to Generally Accepted
Accounting Principles for community college districts.

The Grossmont-Cuyamaca Community College District adopted provisions of Governmental
Accounting Standards Board Statement No. 34, Basic Financial Statements and Management
Discussion and Analysis for State and Local Governments and Statement No. 35, Basic
Financial Statements and Management Discussion and Analysis of Public Colleges and
Universities. This results in a change in the formats and content of the basic financial
statements.

The California Education Code Section 84040(b) requires that the Governing Board provide

for an annual audit made by Certified Public Accountants licensed by the State Board of
Accountancy. The attached audit was prepared by the licensed firm of Wilkinson & Hadley LLP,
Certified Public Accountants. It is my opinion that the audit satisfies all of the requirements of
the Education Code.

The production of financial statements in accordance with Generally Accepted Accounting
Principles and the California Community College Accounting Manual are the responsibility of the
District's administration. The responsibility of the auditors is to express an opinion on whether
the statements present fairly, in all material respects, the financial position of the District.

The auditors also provided an opinion on our District’s compliance with federal and state
regulations and internal controls. They stated that there were no instances of noncompliance.
Additionally, they noted no matters involving the internal control over financial reporting, nor
material weaknesses.

Yoursruly,

Omero Suarez
Chancellor

pmt

Office of the Chancellor

8800 Grossmont College Drive, El Cajon, CA 92020-1799
Phone 619-G44-7569 Fax 619-644-7936
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CPAs and Advisors

250 E. Douglas Ave., Suite 200 « El Cajon, CA 92020
Tel (619) 447-6700 o Fax (619) 447-6707

INDEPENDENT AUDITOR’S REPORT

The Board of Trustees
Grossmont-Cuyamaca Community College District
El Cajon, California

We have audited the accompanying basic financial statements of the Grossmont-Cuyamaca Community College District,
as of and for the year ended June 30, 2004, as listed in the table of contents. These financial statements are the
responsibility of the District's management. Our responsibility is to express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial andits contained in Government Auditing Standards, issued by the Comptroller
General of the United States and the Contracted District Audit Manual issued by the California Community College
Chancellor’s Office. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the firancial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the basic financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall basic financial statement
presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the Grossmont-Cuyamaca Community College District as of June 30, 2004, and the results of its operations,
changes in net assets and cash flows for the fiscal year then ended in conformity with accounting principles generally
accepted in the United States of America. '

As described in Note 1A to the basic financial statements, the Grossmont-Cuyamaca Community College District
adopted provisions of Governmental Accounting Standards Board Statement No. 34, Basic Financial Statements and
Management Discussion and Analysis for State and Local Governments and Statement No. 35, Basic Financial
Statements and Management Discussion and Analysis of Public Colleges and Universities. This results in 2 change in the
formats and content of the basic financial statements.

The Management’s Discussion and Analysis is not a required part of the basic financial statements, but is supplementéry
information required by the Governmental Accounting Standards Board. We have applied certain limited procedures,
consisting principally of inquiries of management regarding the methods of measurement and presentation of the
required supplementary information. However, we did pot audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated November 4, 2004 on our
consideration of the District’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in considering the results of our
audit.



The accompanying financial and statistical information identified as supplementary information, including the Schedule
of Expenditures of Federal Awards, is presented for purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, dudits of States, Local Governments, and Non-Profit Organizations, and is not
arequired part of the basic financial statements. Such information has been subjected to the auditing procedures applied
in the audit of the basic financial statements and, in our opinion, is fairly stated in all material respects, in relation to the
basic financial statements taken as a whole.

I thison Hadley # Eo 47

November 4, 2004



GROSSMONT-CUYAMACA COMMUNITY COLLEGE DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
(Unaudited)

June 30, 2004

INTRODUCTION

The Grossmont-Cuyamaca Community College District (the District) consists of two separately
accredited colleges, Cuyamaca and Grossmont, supported by a District Office. The District
serves approximately 26,000 students per semester. Fuli-Time Equivalent Student (FTES)
enroliment for 2003-2004 was 18,874.

The following discussion and analysis provides an overview of the financial position and
activities of the Grossmont-Cuyamaca Community College District for the year ended June 30,
2004. Please read it in conjunction with the financial statements and notes thereto which follow
this section.

FINANCIAL HIGHLIGHTS

e Net assets increased by $6.5 million or 11.8% percent due to a continuing investment in
capital assets.

e The District issued $7 million in Tax and Revenue Anticipation Notes, to help with short-
term cash flow needs

OVERVIEW OF THE FINANCIAL STATEMENTS

The District was required to implement the reporting standards of Governmental Accounting
Standards Board (GASB) Statement No. 34, as amended by GASB Statement No. 35 on July 1,
2002. This adoption changed the format and the content of the District’'s basic financial
statements. The District is following the Business Type Activity (BTA) model. Rather then
issuing fund-type financial statements, this GASB Statement No. 34 requires the following
components to be included in the District's financial statements:

¢ Management’s Discussion and Analysis;

» Basic financial statements including a Statement of Net Assets, Statement of Revenues,
Expenses and Changes in Net Assets, and Statement of Cash Fiows for the District as a
whole; and

¢ Notes to the financial statements.

Additionally, fund balance is now referred to as Net Assets, and the Statement of Cash Flows is
presented using the direct method.

The basic financial statements are designed to provide readers with a broad overview of the
District’s finances, using accounting methods similar to those used by private sector companies.
These statements offer short-term and long-term financial information about the District's
activities.



GROSSMONT-CUYAMACA COMMUNITY COLLEGE DISTRICT
MANAGEMENT DISCUSSION AND ANALYSIS
(Unaudited)

June 30, 2004

The Statement of Net Assets presents the assets, liabilities, and net assets of the District as of
the end of the fiscal year and is prepared using the accrual basis of accounting, which is similar
to the accounting basis used by most private sector organizations. The difference between total
assets and total liabilities {net assets) is one indicator of the current financial condition of the
District, or one way to measure the financial health of the District.

The net assets are divided into three major categories. The first category, Investment in Capital
Assets, represents the equity amount in property, plant, and equipment owned by the District.
The second category is Expendable Restricted Net Assets. These net assets are available for
expenditure by the District, but must be spent for purposes as determined by external entities
and/or donors that have placed time or purpose restrictions on the use of the assets.
Restrictions can also be enforced through agreements, laws, or regulations of creditors, other
governmental agencies, imposed bylaws through constitutional provisions or enabling
legislation. The final category is Unrestricted Net Assets that are available to the District for
any lawful purpose. Although unrestricted, the District's Governing Board may place internal
restrictions on these net assets, but it retains the power to change, remove, or modify such
restrictions.

The Statement of Revenues, Expenses and Changes in Net Assets represents the
operating results of the District. The purpose of the statement is to present the revenues
received by the District, both operating and non-operating, the expenses paid by the District,
operating and non-operating, and any other revenues, expenses, gains and losses. Thus, this
statement presents the District’s results of operations.

Changes in total net assets, as indicated on the Statement of Net Assets, are based on the
activity presented in the Statement of Revenues, Expenses and Changes in Net Assets.
Generally, operating revenues are earned for providing goods and services to the various
customers and constituencies of the District. Operating expenses are those expenses incurred
to acquire or produce the goods and services provided in return for the operating revenues and
to fulfill the mission of the District. Non-operating revenues are those received or pledged for
which goods and services are not provided. For example, State appropriations are non-
operating revenues because they are provided by the State Legislature to the District without
the Legislature directly receiving commensurate goods and services for the revenues.

The Statement of Cash Flows provides information about cash receipts and cash payments
during the fiscal year, major uses and sources of cash. This statement also helps users assess
the District’s ability to generate positive cash flows, meet obligations as they become due and
evaluate the need for external financing.

The Statement of Cash Flows is divided into five parts. The first part reflects operating cash
flows and shows the net cash provided by the operating activities of the District. The second
part details cash received for non-operating, non-investing and non-capital activities of the
institution. The third section deals with the cash used for the acquisition and construction of
capital and related financing activities. The fourth part provides information from investing
activities. This section reflects the cash received and spent for short-term investment and any
interest paid or received on those investments.



