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INDEPENDENT AUDITOR'S REPORT

Board of Trustees
Pasadena Community College District
Pasadena, California

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the aggregate
remaining fund information of Pasadena Community College District (the District) as of and for the year
ended June 30, 2019, and the related notes to the financial statements, which collectively comprise the
District's basic financial statements as listed in the Table of Contents.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatements, whether due to fraud or
error.

Auditor's Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and the 2018-2019 Contracted District Audit Manual, issued
by the California Community Colleges Chancellor's Office. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the District's
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the District's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the aggregate remaining fund information
of the District as of June 30, 2019, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require the Management's
Discussion and Analysis on pages 5 through 14, the Schedule of Changes in the District's Net OPEB
Liability and Related Ratios on page 76, the Schedule of OPEB Investment Returns on page 77, the
Schedule of the District's Proportionate Share of the Net OPEB Liability - MPP Program on page 78, the
Schedule of the District's Proportionate Share of the Net Pension Liability on page 79, the Schedule of
District Contributions for Pensions on page 80, and the Schedule of Changes in the District's $1,440
Lifetime Benefit Plan Total Pension Liability and Related Ratios on page 81 be presented to supplement
the basic financial statements. Such information, although not a part of the basic financial statements, is
required by the Governmental Accounting Standards Board, who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We have applied certain limited procedures to the required supplementary information
in accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management's responses to our inquiries, the basic financial statements,
and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the District's basic financial statements. The accompanying supplementary information listed in
the Table of Contents, including the Schedule of Expenditures of Federal Awards, as required by Title 2
U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance), and the other
supplementary information are presented for purposes of additional analysis and are not a required part of
the basic financial statements.

The accompanying supplementary information is the responsibility of management and was derived from
and relates directly to the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
accompanying supplementary information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated

December 4, 2019, on our consideration of the District's internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts, grant agreements, and
other matters. The purpose of that report is solely to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an opinion on
the effectiveness of the District's internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in considering
the District's internal control over financial reporting and compliance.

CZ«M L7
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INTRODUCTION

This section of our annual financial report offers a narrative overview and analysis of the financial activities of
the Pasadena Area Community College District (the District) for the year ended June 30, 2019. This analysis is
presented with comparative information from the years ended June 30, 2019 and June 30, 2018 to highlight
changes from one year to the next. This section of our report should be read in conjunction with the basic
financial statements, including footnotes. Responsibility for the completeness and accuracy of this information
rests with the District management.

USING THIS ANNUAL REPORT

As required by generally accepted accounting principles, the annual report consists of three basic financial
statements that provide information on the District's activities as a whole; the Statement of Net Position; the
Statement of Revenues, Expenses, and Changes in Net Position; and the Statement of Cash Flows.

The Pasadena Area Community College District's financial statements are presented in accordance with
Governmental Accounting Standards Board (GASB) Statements No. 34, Basic Financial Statements - and
Management's Discussion and Analysis - for State and Local Governments, and No. 35, Basic Financial
Statements - and Management Discussion and Analysis - for Public College and Universities. These statements
allow for the presentation of financial activity and results of operations which focuses on the District as a
whole. The government-wide financial statements present the overall results of operations whereby all of the
District's activities are consolidated into one total versus the traditional presentation by fund type. The focus of
the Statement of Net Position is designed to be similar to the bottom line results of the District. This statement
combines and consolidates current financial resources (net short-term spendable resources) with capital assets
and long-term obligations. The Statement of Revenues, Expenses, and Changes in Net Position focuses on the
costs of the District's operational activities with revenues and expenses categorized as operating and
nonoperating, and expenses are reported by natural classification. This approach is intended to summarize and
simplify the user's analysis of the cost of various District services to student and the public. The Statement of
Cash Flows provides an analysis of the sources and uses of cash within the operations of the District.

As recommended by the California Community Colleges Chancellor's Office, the District follows the
Business-Type Activity (BTA) model for financial statement reporting purposes.

1570 East Colorado Boulevard ¢ Pasadena, California 91106-2003 ¢ (626) 585-7201
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

FINANCIAL HIGHLIGHTS

The District ended the year with a General Unrestricted Fund Balance of $30,357,663 which consists of
primarily of one-time carry over funds. It is important to note that the carryover balance is one-time in
nature and not a recurring funding source. A portion of the carryover balance is set aside to meet the
State Chancellor's Office recommended reserve level of five percent ($8.4 million). Another

$2.1 million has been designated for purchases or services committed and budgeted in fiscal year
2018-2019 but were not spent by year-end and will be spent in fiscal year 2019-2020. The remaining
reserves has been earmarked to address or partially address certain unfunded cost escalation in the
coming years, mid-year cuts and deferred maintenance. An example of potential uses include projected
increases in the District's PERS and STRS obligation, estimated to be $3.0 million of unfunded increases
in expenses from fiscal year 2020-2021 through fiscal year 2023-2024.

Salaries and benefits of the Academic, Classified, and Administrative salaries of District employees
represent 90.79 percent of the total General Unrestricted Fund Expenditures (excluding any transfers).
This represents an increase of .15 percent from the prior year percentage of 90.64 percent.

As a condition of the passage of the District's $150 million General Obligation Bond, Measure P, a
Citizens' Oversight Committee was formed under Proposition 39 requirements and met quarterly. The
meetings are generally held at 6:00 pm every quarter during the months of January, April, August, and
October at Pasadena City College and are open to the public.

The District provided Federal, State, and local student financial aid including fee waivers to qualifying
District Students in the amount of approximately $58.9 million. This represents a decrease of

$1.1 million from the 2017-2018 fiscal year. This aid is provided through grants, loans, scholarships, and
tuition reductions from the Federal Government, State Chancellor's Office, and local funding.

The District's primary funding source is apportionment received from the State of California. The
primary basis of this apportionment is the calculation of Full-Time Equivalent Students (FTES).
During the 2018-2019 fiscal year, total reported FTES were 23,880. There is a very slight decrease in
reported FTES of 108 from fiscal year 2017-2018.

The District reports a liability for its proportionate share of Net Pension Liability (NPL) that reflected a
reduction for State pension support provided to the District. This is a result of GASB Statements No.
68 and No. 71, which requires that the District report its proportionate share of the net pension
liabilities, pension expense, and deferred inflow and outflow of resources. As a result of implementing
GASB Statement No. 68, the District's aggregate net pension obligation as of June 30, 2019 was
$170,063,976.

During the 2017-2018 fiscal year, the District established a Governmental Accounting Standards Board
(GASB) Statement No. 74 irrevocable trust with Public Agency Retirement Services (PARS) to fund
other postemployment benefit (OPEB) obligations. Through June 30, 2019, the District has contributed
$13.0 million to this trust.



PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

e During the 2017-2018 fiscal year, the District established an irrevocable pension stability trust with
Public Agency Retirement Services (PARS) to assist in stabilizing the District's funding for increasing
future State Teachers' Retirement System (STRS) and Public Employees' Retirement System (PERS)
liabilities. Through June 30, 2019, the District has contributed $4.0 million to this trust.

e The District's Change in Net Position for the current fiscal year is an increase of $3.9 million. This is
primarily due to the increase in state apportionment and local property taxes.



PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS

JUNE 30, 2019

THE DISTRICT AS A WHOLE
Net Position

Condensed financial information is as follows:

ASSETS
Current Assets
Cash and investments
Accounts receivable
Other current assets
Total Current Assets
Capital Assets (net)
Total Assets
DEFERRED OUTFLOWS OF RESOURCES
Deferred charge on refunding
Deferred outflows of resources related to OPEB
Deferred outflows of resources related to pensions
Total Deferred Outflows of Resources
TOTAL ASSETS AND DEFERRED
OUTFLOWS OF RESOURCES
LIABILITIES
Current Liabilities
Accounts payable and interest payable
Unearned revenue
Current portion of long-term obligations
Total Current Liabilities
Long-Term Obligations
Total Liabilities
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to OPEB
Deferred inflows of resources related to pensions
Total Deferred Inflows of Resources
TOTAL LIABILITIES AND DEFERRED
INFLOWS OF RESOURCES
NET POSITION
Net investment in capital assets
Restricted
Unrestricted deficit

Total Net Position
TOTAL LIABILITIES AND NET POSITION

Table 1

2019 2018 $ Change % Change

$ 93955473 § 93,155,005 § 800,468 0.9%
15,120,272 16,015,197 (894,925) -5.6%
1,332,454 1,447,989 (115,535) -8.0%
110,408,199 110,618,191 (209,992) -0.2%
194,652,954 195,910,341 (1,257,387) -0.6%
305,061,153 306,528,532 (1,467,379) -0.5%
2,337,216 2,418,364 (81,148) -3.4%

6,171 - 6,171 -
47,131,587 48,076,824 (945,237) -2.0%
49,474,974 50,495,188 (1,020,214) -2.0%

$ 354,536,127 § 357,023,720 $§  (2,487,593) -2.4%
$ 14,540,529 $ 21,610,535 $  (7,070,006) -32.7%
15,115,202 14,974,059 141,143 0.9%
4,408,326 6,067,912 (1,659,086) -27.3%
34,064,557 42,652,506 (8,587,949) -20.1%
276,493,389 272,126,648 4,366,741 1.6%
310,557,946 314,779,154 (4,221,208) -1.3%
2,861,658 3,130,519 (268,861) -8.6%
14,403,715 16,267,266 (1,863,551) -11.5%
17,265,373 19,397,785 (2,132,412) -11.0%
327,823,319 334,176,939 (6,353,620) -1.9%
118,289,236 117,434,258 854,978 0.7%
25,545,399 18,878,847 6,666,552 35.3%
(117,121,827) (113,466,324) (3,655,503) 3.2%
26,712,808 22,846,781 3,866,027 16.9%
$ 354,536,127 $ 357,023,720 $  (2,487,593) -0.7%




PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

This schedule has been prepared from the District's Statement of Net Position, which is presented on an accrual
basis of accounting whereby capital assets are capitalized, depreciated, and all liabilities of the District are
recognized.

Capital Assets, net of depreciation is stated at the net historical value (original cost) of land, building,
construction in progress, and equipment less accumulated depreciation.

Long-term obligations consist primarily of the general obligation bond issue, Aggregate Net Other
Postemployment Benefits (OPEB) Liability, Compensated Absences, Claims Liability, and Aggregate Net
Pension Liability (NPL) for CalSTRS and CalPERS. Long-term obligations increased by $4.4 million
primarily due to increases in the NPL, offset by current year payments against the other long-term obligations.

Operating Results for the Year

The results of this year's operations for the District as a whole are reported in the Statement of Revenues,
Expenses, and Changes in Net Position on page 16.

Table 2
2019 2018 $ Change % Change
Operating Revenues
Tuition and fees $  26998,842 § 27,629,175 § (630,333) -2.3%
Grants and contracts 38,846,690 43,338,928 (4,492,238) -10.4%
Auxiliary sales and other charges - 4,098,989 (4,098,989) -100.0%
Total Operating Revenues 65,845,532 75,067,092 (9,221,560) -12.3%
Operating Expenses
Salaries and benefits 169,883,790 158,481,432 11,402,358 7.2%
Supplies, maintenance and other operating 36,965,323 46,459,304 (9,493,981) -20.4%
Student aid 44,132,060 44,238,794 (106,734) -0.2%
Depreciation 8,334,397 9,911,344 (1,576,947) -15.9%
Total Operating Expenses 259,315,570 259,090,874 224,696 0.1%
Loss on Operations (193,470,038) (184,023,782) (9,446,256) 5.1%
Nonoperating Revenues (Expenses)
State apportionments 94,580,976 90,655,361 3,925,615 4.3%
Property taxes 46,793,218 40,920,499 5,872,719 14.4%
Other State revenues 6,240,551 6,821,037 (580,486) -8.5%
Financial aid grants 42,758,387 43,420,112 (661,725) -1.5%
Net interest expense (1,675,739) (3,422,078) 1,746,339 -51.0%
Other nonoperating revenues (expenses) 5,297,096 (3,305,366) 8,602,462 -260.3%
Total Nonoperating Revenue (Expenses) 193,994,489 175,089,565 18,904,924 10.8%
Other Revenues (Losses) 3,341,576 1,166,779 2,174,797 186.4%
Net Increase (Decrease) in Net Position $ 3,866,027 % (7,767,438) $ 11,633,465 -149.8%




PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

The operating revenue for the District is specifically defined as revenues from users of the colleges' facilities
and programs. Excluded from the operating revenues are the components of the primary source of District
funding. The District's primary revenue sources are local property taxes, student enrollment fees, and State
apportionment, which increased in fiscal year 2018-2019. Property taxes levied and received from property
within the District's boundaries increased by $5.8 million during the year. These revenue sources are not from
the direct users of the educational services (Students), they are considered Nonoperating Revenues. As a result,
the operating loss of $193.5 million is balanced by the other funding sources. Total District expenditures were
less than the total District revenues by $3.9 million for the year ended June 30, 2019.

Auxiliary Sales consisted in previous years primarily of bookstore revenues. In May 2018, Follett started
managing the bookstore. Profits and commission from the bookstore are used for student government and club
activities. Commissions received from Follett are included in other non-operating revenues.

Grant and contract revenues relate primarily to student financial aid and to specific Federal and State grants
received for programs serving the students and programs of the District. These grant and program revenues are
restricted to allowable expenses related to the programs.

During 2018-2019, the District's interest income was $1.5 million and interest expense was $3.1 million.
Interest income is primarily derived from cash held in the Los Angeles County Treasury. Interest income has
increased approximately $5,000 from the 2017-2018 fiscal year due to an increase in the interest rate yield. A
decrease of $1.8 million in interest expense for the year is the result of decreases in the accrued interest payable
and decreased amortization of the deferred charges associated with the issuance of refunding general obligation
bonds.

In accordance with requirements set forth by the California Community Colleges Chancellor's Office, the
District reports operating expenses by object code. Operating expenses by functional classification are as
follows:

Table 3
Year ended June 30, 2019:
Supplies,
Salaries & Material, Other
Employee Expenses,
Benefits and Services Student Aid Depreciation Total
Instructional activities $ 96,895,357  $ 5,350,131  $ - 3 - $ 102,245,488
Academic support 15,502,613 3,239,364 - - 18,741,977
Student services 24,166,202 3,861,643 - - 28,027,845
Plant operations and
maintenance 7,898,107 4,039,982 - - 11,938,089
Instructional support services 20,588,298 9,717,619 - - 30,305,917
Community services and
economic development 485,419 309,235 - - 794,654
Ancillary services and
auxiliary operations 4,347,794 10,447,349 - - 14,795,143
Student aid - - 44,132,060 - 44,132,060
Unallocated depreciation - - - 8,334,397 8,334,397
Total $ 169,883,790 $ 36,965,323  $ 44,132,060 $ 8,334,397 $ 259,315,570
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

Changes in Cash Position

The Statement of Cash Flows provides information about cash receipts and payments during the year. This
statement also assists users in assessing the District's ability to meet its obligations as they come due and its
need for external financing.

Table 4
2019 2018 Change
Cash Provided by (Used in)

Operating activities $(189,289,912) $(186,016,748) $ (3,273,164)

Noncapital financing activities 191,605,454 173,425,661 18,179,793
Capital financing activities (2,985,539) (1,690,058) (1,295,481)

Investing activities 1,470,465 1,460,048 10,417

Net Increase (Decrease) in Cash 800,468 (12,821,097) 13,621,565
Cash, Beginning of Year 93,155,005 105,976,102 (12,821,097)

Cash, End of Year $ 93955473 $§ 93,155,005 § 800,468

The primary operating receipts are student tuition and fees. The primary operating expense of the District is the
payment of salaries and benefits to instructional and classified support staff. Noncapital financing activities
include receipts from State apportionment and property taxes. Capital financing activities relate to the spending
of Measure P bond proceeds.

While State apportionment and property taxes are the primary source of noncapital related revenue, the GASB
accounting standards require that this source of revenue is nonoperating as it comes from the general resources
of the State and not from the primary users of the District's programs and services (students). The District
depends upon this funding as the primary source of funds to continue the current level of operations.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

Capital assets, net of depreciation, are the historical value (original cost) of land, buildings, construction in
progress, and equipment less accumulated depreciation. Gross capital assets decreased overall due to the
impairment of the U Building. Current year depreciation expense was $8.3 million for a net reduction in our
capital asset balance of $1.3 million, net of disposals.

Note 6 in the financial statements provides additional information on capital assets. A summary of capital
assets is presented below.

Table 5
Balance Balance

July 1, 2018 Additions Deletions June 30, 2019

Land and construction in progress $ 10,675,987 $ 4,497,073 $§ (2,668,626) $ 12,504,434
Buildings and improvements 306,322,389 5,824,230 (9,104,451) 303,042,168
Equipment 29,272,833 1,424,173 (76,060) 30,620,946
Subtotal 346,271,209 11,745,476 (11,849,137) 346,167,548
Accumulated depreciation (150,360,868) (8,334,397) 7,180,671 (151,514,594)

$195,910,341 § 3,411,079 § (4,668,466) § 194,652,954

Obligations

Long-term obligations consist primarily of general obligation bonds, aggregate net pension obligation, and the
aggregate net other postemployment benefits (OPEB) liability. At June 30, 2019, the District had $81.4 million
in debt outstanding due to the issuance of general obligation bonds. At June 30, 2019, the District's aggregate
net pension obligation was $170.1 million. Note 12 to the financial statements provides additional information
on the District's aggregate net pension obligation.

The District is also obligated to employees of the District for vacation, load banking benefits, and supplemental
retirement income payments.

12
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

Note 10 in the financial statements provides additional information on long-term obligations. A summary of
long-term obligations is presented below.

Table 6
Balance Balance

July 1, 2018 Additions Deletions June 30, 2019

General obligation bonds $ 85,844,686 % - $ (4441,829) $ 81,402,857
Aggregate net OPEB liability 20,843,699 3,324,015 (4,414,585) 19,753,129
Aggregate net pension obligation 161,675,950 8,388,026 - 170,063,976
Other liabilities 9,830,225 814,679 (962,651) 9,682,253
Total Long-Term Debt $278,194,560 $12,526,720 $ (9,819,065) $ 280,902,215

Amount due within one year $ 4,408,826

BUDGETARY HIGHLIGHTS

Over the course of the year, the District revises its budget to provide for unanticipated changes in revenues and
expenditures. The Board of Trustees adopted the final amendment to the budget for the 2018-2019 fiscal year
on June 19, 2019.

The District's final revised budget for the unrestricted General Fund anticipated that expenditures would equal
revenues total of $169.8 million. The actual results for the year showed revenues exceeded expenditures by
$2.9 million.

ECONOMIC FACTORS AFFECTING THE FUTURE OF PASADENA AREA COMMUNITY COLLEGE
DISTRICT

The financial strength and stability of the District is closely aligned with California's economic position as State
apportionments, State Mandated Cost Reimbursements, and property taxes allocated to the District represent
approximately 84.7 percent of the unrestricted General Fund. The passage of Proposition 30 and the improving
State economy Proposition 98 funds increased, but it remains far from what is needed in terms of funding and
stability. As a result, it continues to be prudent for the District to maintain diligent practice of funding strong
reserves to manage economic challenges and future uncertainties.

13
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MANAGEMENT'S DISCUSSION AND ANALYSIS
JUNE 30, 2019

The 2018-2019 State budget for California Community Colleges incorporated for the first time a new Student
Centered Funding Formula that consisted of three allocations, Access, Equity and Success. The Base
Allocation is based upon FTES which comprises 70 percent of the allocation, the Supplemental Allocation is
based upon counts of low income students, which comprises 20 percent of the allocation and the Student
Success Allocation is based upon outcomes of success with various metrics that comprises 10 percent of the
allocation. The newness of the formula and the State Chancellors Office minor revisions make it difficult to
forecast revenue. The Chancellors Office is working with Fiscal Crisis and Management and Assistance Team
(FCMAT) to develop a statewide simulation forecasting tool. The District received $10.0 million more in fiscal
year 2018-2019 than in fiscal year 2017-2018 in apportionment. The increase in revenue consisted of a cost of
living increase of 2.71 percent and 4.75 percent increase provided by the new funding formula allocation. The
District's FTES remained stable at 23,880, slightly less than fiscal year 2017-2018 FTES. In 2018-2019, the
new funding formula provided the District with additional revenues above the base revenue and Cost-of-Living
Adjustment (COLA), however the revenue was constrained by almost $1.0 million dollars due to overall budget
shortfall for community colleges.

Voters also approved Proposition 51, which authorizes $9 billion in general obligation bonds for K-14 public
school facilities. The District has a $60 million project that is eligible for State bond funding to replace our
U Building. The District has responded to the final comments from DSA for the working drawing of the
architectural plans for the Armen Sarafian Building Seismic Replacement (U Building) which is 80 percent
funded by the State. The District will need to fund the remaining costs of the project.

There are currently no other known facts, decisions, or conditions that will have a significant effect on the
financial position (net position) or results of operations (revenues, expenses, and changes in net position) of the
District.

CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, taxpayers, students, and investors and creditors with a
general overview of the District's finances and to show the District's accountability for the money it receives. If
you have questions about this report or need any additional financial information, please contact Pasadena Area
Community College District, 1570 East Colorado Boulevard, Pasadena, CA 91106 or call (626) 585-7170.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

STATEMENT OF NET POSITION - PRIMARY GOVERNMENT

JUNE 30, 2019

ASSETS
Current Assets

Cash and cash equivalents

Investments

Accounts receivable
Student receivable, net
Prepaid expenses
Other current assets

Noncurrent Assets
Nondepreciable

Depreciable capital assets, net of depreciation
Total Noncurrent Assets

DEFERRED OUTFLOWS OF RESOURCES

Total Current Assets

capital assets

TOTAL ASSETS

Deferred charges on refunding

Deferred outflows of resources related to OPEB
Deferred outflows of resources related to pensions
TOTAL DEFERRED OUTFLOWS OF RESOURCES

LIABILITIES
Current Liabilities

Accounts payable
Accrued interest payable
Unearned revenue

Bonds payable

Other long-term liabilities

Total Current Liabilities

Noncurrent Liabilities
Compensated absences payable

Claims liability
Bonds payable

Aggregate net other postemployment benefits (OPEB) liability

Aggregate net pension obligation
Other long-term liabilities

NET POSITION

Total Noncurrent Liabilities
TOTAL LIABILITIES
DEFERRED INFLOWS OF RESOURCES
Deferred inflows of resources related to OPEB
Deferred inflows of resources related to pensions
TOTAL DEFERRED INFLOWS OF RESOURCES

Net investment in capital assets

Restricted for:

Debt service
Capital projects

Educational programs

Other activities
Unrestricted deficit

TOTAL NET POSITION

The accompanying notes are an integral part of these financial statements.
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$ 447,358
93,508,115
10,749,908

4,370,364
1,191,954
140,500

110,408,199

12,504,434
182,148,520

194,652,954

305,061,153

2,337,216
6,171
47,131,587

49,474,974

12,983,845
1,556,684
15,115,202
3,850,000
558,826

34,064,557

2,523,107
5,928,092
77,552,857
19,753,129
170,063,976
672,228

276,493,389

310,557,946

2,861,658
14,403,715

17,265,373

118,289,236

5,067,560
17,278,217
1,982,991
1,216,631
(117,121,827)

$ 26,712,808




PASADENA AREA COMMUNITY COLLEGE DISTRICT

STATEMENT OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION - PRIMARY GOVERNMENT
FOR THE YEAR ENDED JUNE 30, 2019

OPERATING REVENUES
Student Tuition and Fees $ 41,736,584
Less: Scholarship discount and allowance (14,737,742)
Net tuition and fees 26,998,842
Grants and Contracts, Noncapital
Federal 7,985,526
State 30,378,692
Local 482,472
Grants and contracts, noncapital 38,846,690
TOTAL OPERATING REVENUES 65,845,532
OPERATING EXPENSES
Salaries 116,553,740
Employee benefits 53,330,050
Supplies, materials, and other operating expenses and services 27,898,902
Student financial aid 44,132,060
Equipment, maintenance, and repairs 9,066,421
Depreciation 8,334,397
TOTAL OPERATING EXPENSES 259,315,570
OPERATING LOSS (193,470,038)
NONOPERATING REVENUES (EXPENSES)
State apportionments, noncapital 94,580,976
Local property taxes, levied for general purposes 39,687,958
Taxes levied for other specific purposes 7,105,260
Federal financial aid grants, noncapital 35,344,459
State financial aid grants, noncapital 7,413,928
State taxes and other revenues 6,240,551
Investment income 1,470,465
Interest expense on capital related debt (3,146,204)
Transfer to fiduciary funds (1,380,000)
Other nonoperating revenue (expenses) 6,677,096
TOTAL NONOPERATING REVENUES (EXPENSES) 193,994,489
INCOME BEFORE OTHER REVENUES (LOSSES) 524,451
OTHER REVENUES (LOSSES)
Loss on impairment and disposal of capital assets (1,999,840)
State revenues, capital 4,639,847
Local revenues, capital 701,569
TOTAL OTHER REVENUES (LOSSES) 3,341,576
CHANGE IN NET POSITION 3,866,027
NET POSITION, BEGINNING OF YEAR 22,846,781
NET POSITION, END OF YEAR $ 26,712,808

The accompanying notes are an integral part of these financial statements.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

STATEMENT OF CASH FLOWS - PRIMARY GOVERNMENT

FOR THE YEAR ENDED JUNE 30, 2019

CASH FLOWS FROM OPERATING ACTIVITIES
Tuition and fees
Federal, state, and local grants and contracts, noncapital
Payments to or on behalf of employees
Payments to vendors for supplies and services
Payments to students for scholarships and grants
Net Cash Flows From Operating Activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
State apportionments
Noncapital grants and contracts
Property taxes - nondebt related
State taxes and other apportionments
Other nonoperating
Net Cash Flows From Noncapital Financing Activities
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Purchase of capital assets
State revenue, capital projects
Local revenue, capital projects
Property taxes - related to capital debt
Principal paid on capital debt
Interest paid on capital debt
Net Cash Flows From Capital Financing Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received from investments
NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

The accompanying notes are an integral part of these financial statements.
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$ 26,745,572
36,129,964
(165,961,551)
(42,071,837)
(44,132,060)

(189,289,912)

97,440,805
42,758,387
39,687,958
6,072,577
5,645,727

191,605,454

(8,671,267)
5,605,425
701,569
7,105,260

(4,540,449)

(3,186,077)

(2,985,539)

1,470,465

800,468
93,155,005

$ 93,955,473




PASADENA AREA COMMUNITY COLLEGE DISTRICT

STATEMENT OF CASH FLOWS - PRIMARY GOVERNMENT, Continued
FOR THE YEAR ENDED JUNE 30, 2019

RECONCILIATION OF NET OPERATING LOSS TO NET CASH
FLOWS FROM OPERATING ACTIVITIES

Operating Loss $ (193,470,038)
Adjustments to Reconcile Operating Loss to Net Cash Flows From
Operating Activities
Depreciation expense 8,334,397
Changes in Assets, Deferred Outflows, Liabilities, and Deferred Inflows
Receivables (1,509,683)
Prepaid expenses and other assets 115,535
Accounts payable and accrued liabilities (7,354,568)
Unearned revenue (1,460,313)
Claims payable 764,847
Compensated absences, load banking, and SERP (814,199)
Deferred outflows of resources related to pensions & OPEB 939,066
Deferred inflows of resources related to pensions & OPEB (2,132,412)
Aggregate net pension obligation 8,388,026
Aggregate net OPEB liability (1,090,570)
Total Adjustments 4,180,126
Net Cash Flows From Operating Activities $ (189,289,912)

CASH AND CASH EQUIVALENTS CONSIST OF THE FOLLOWING:

Cash in banks $ 447358
Investments 1,215,687
Cash in county treasury 92,292,428
Total Cash and Cash Equivalents $ 93,955,473
NONCASH TRANSACTIONS

California College Promise Grant (BOG fee waivers) $ 14,737,742

On behalf payments for benefits 11,116,802

$ 25,854,544

The accompanying notes are an integral part of these financial statements.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

FIDUCIARY FUNDS
STATEMENT OF NET POSITION
JUNE 30, 2019
Retiree Other
OPEB Trust
Trust Funds
ASSETS
Cash and cash equivalents $ - $ 2,828,102
Investments 12,776,992 6,094,979
Accounts receivable - 7,282
Total Assets 12,776,992 8,930,363
LIABILITIES
Accounts payable - 277,288
NET POSITION
Restricted for postemployment benefits
other than pensions 12,776,992 -
Restricted - 5,315,991
Unrestricted - 3,337,084
Total Net Position $ 12,776,992 $ 8,653,075

The accompanying notes are an integral part of these financial statements.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

FIDUCIARY FUNDS

STATEMENT OF CHANGES IN NET POSITION

FOR THE YEAR ENDED JUNE 30, 2019

ADDITIONS
District contributions
Interest and investment income, net of fees
Local revenues

Total Additions

DEDUCTIONS
Classified salaries
Employee benefits
Books and supplies
Services and operating expenditures
Capital outlay
Student aid
Total Deductions

OTHER FINANCING SOURCES
Transfers from primary government

Change in Net Position

Net Position - Beginning of Year

Net Position - End of Year

The accompanying notes are an integral part of these financial statements.
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Retiree Other
OPEB Trust
Trust Funds

$ 3,557,337 $ -
789,545 349,932

- 2,635,784

4,346,882 2,985,716

- 262,881

1,557,337 48,005

- 977,871

23,131 1,349,772

- 10,073

- 6,590

1,580,468 2,655,192

- 1,380,000

2,766,414 1,710,524
10,010,578 6,942,551

$ 12,776,992 $ 8,653,075




PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

NOTE 1 - ORGANIZATION

Pasadena Area Community College District (the District) was established in 1967 as a political subdivision of the
State of California and is a comprehensive, public, two-year institution offering educational services to residents
of the surrounding area. The District operates under a locally elected seven-member Board of Trustees form of
government, which establishes the policies and procedures by which the District operates. The Board must
approve the annual budgets for the General Fund, special revenue funds, and capital project funds, but these
budgets are managed at the department level. Currently, the District operates one college and two education
centers located within Pasadena and Rosemead. While the District is a political subdivision of the State of
California, it is legally separate and is independent of other State and local governments, and it is not a component
unit of the State in accordance with the provisions of Governmental Accounting Standards Board (GASB)
Statement No. 61. The District is classified as a Public Educational Institution under Internal Revenue Code
Section 115 and is, therefore, exempt from Federal taxes.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Financial Reporting Entity

The District has adopted GASB Statement No. 61, Determining Whether Certain Organizations are Component
Units. This statement amends GASB Statement No. 14, The Financial Reporting Entity, to provide additional
guidance to determine whether certain organizations, for which the District is not financially accountable, should
be reported as component units based on the nature and significance of their relationship with the District. The
three components used to determine the presentation are: providing a "direct benefit", the "environment and
ability to access/influence reporting", and the "significance" criterion. As defined by accounting principles
generally accepted in the United States of America and established by the Governmental Accounting Standards
Board, the financial reporting entity consists of the District. The District has no component units.

The District has analyzed the financial and accountability relationship with the Pasadena City College Foundation
(the Foundation) in conjunction with the GASB Statement No. 61 criteria. The Foundation is a separate, not for
profit organization, and the District does provide and receive direct benefits to and from the Foundation.
However, it has been determined that all criteria under GASB Statement No. 61 have not been met to require
inclusion of the Foundation's financial statements in the District's annual report. Information on the Foundation
may be requested through the Pasadena City College Foundation.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Measurement Focus, Basis of Accounting, and Financial Statement Presentation

For financial reporting purposes, the District is considered a special-purpose government engaged only in
business-type activities as defined by GASB Statements No. 34 and No. 35 as amended by GASB Statements
No. 37, No. 38, and No. 39. This presentation provides a comprehensive government-wide perspective of the
District's assets, liabilities, activities, and cash flows and replaces the fund group perspective previously required.
Fiduciary activities, with the exception of the Student Financial Aid Fund, are excluded from the basic financial
statements. Accordingly, the District's financial statements have been presented using the economic resources
measurement focus and the accrual basis of accounting. The significant accounting policies followed by the
District in preparing these financial statements are in accordance with accounting principles generally accepted in
the United States of America as prescribed by GASB. Additionally, the District's policies comply with the
California Community Colleges Chancellor's Office Budget and Accounting Manual. Under the accrual basis,
revenues are recognized when earned, and expenses are recorded when an obligation has been incurred. All
material intra-agency and intra-fund transactions have been eliminated.

Revenues resulting from exchange transactions, in which each party gives and receives essentially equal value,
are classified as operating revenues. These transactions are recorded on the accrual basis when the exchange
takes place. Available means that the resources will be collected within the current fiscal year or are expected to
be collected soon enough thereafter to be used to pay liabilities of the current fiscal year. For the District,
operating revenues consist primarily of student fees, noncapital grants and contracts.

Nonexchange transactions, in which the District receives value without directly giving equal value in return,
include State apportionments, property taxes, Federal and State financial aid grants, entitlements, and donations.
Property tax revenue is recognized in the fiscal year received. State apportionment revenue is earned based upon
criteria set forth from the Community Colleges Chancellor's Office and includes reporting of full-time equivalent
students (FTES) attendance. The corresponding apportionment revenue is recognized in the period the FTES are
generated. Revenue from Federal and State financial aid grants are recognized in the fiscal year in which all
eligibility requirements have been satisfied. Eligibility requirements may include time and/or purpose
requirements.

Operating expenses are costs incurred to provide instructional services including support costs, auxiliary services,
and depreciation of capital assets. All other expenses not meeting this definition are reported as nonoperating.
Expenses are recorded on the accrual basis as they are incurred, when goods are received, or services are
rendered.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

The financial statements are presented in accordance with the reporting model as prescribed in GASB Statement
No. 34, Basic Financial Statements and Management's Discussion and Analysis for State and Local Governments,
and GASB Statement No. 35, Basic Financial Statements and Management's Discussion and Analysis for Public
Colleges and Universities, as amended by GASB Statements No. 37, No. 38, No. 39, and No. 61. The
business-type activities model followed by the District requires the following components of the District's
financial statements:

e Management's Discussion and Analysis
e Basic Financial Statements for the District as a whole including:
0 Statement of Net Position - Primary Government
Statement of Revenues, Expenses, and Changes in Net Position - Primary Government
Statement of Cash Flows - Primary Government
Financial Statements for the Fiduciary Funds including:
0 Statement of Fiduciary Net Position
0 Statement of Changes in Fiduciary Net Position
e Notes to the Financial Statements

(el elNe)

Cash and Cash Equivalents

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
unrestricted investments with original maturities of three months or less from the date of acquisition. Cash
equivalents also include cash with county treasury balances for purposes of the Statement of Cash Flows.

Investments

In accordance with GASB Statement No. 31, Accounting and Financial Reporting for Certain Investments and
External Investment Pools, investments held at June 30, 2019, are stated at fair value. Fair value is estimated
based on quoted market prices at year-end. Short-term investments have an original maturity date greater than
three months, but less than one year at time of purchase. Long-term investments have an original maturity of
greater than one year at the time of purchase.

Accounts Receivable

Accounts receivable include amounts due from the Federal, State and/or local governments, or private sources, in
connection with reimbursement of allowable expenditures made pursuant to the District's grants and contracts.
Accounts receivable also consist of tuition and fee charges to students and auxiliary enterprise services provided
to students, faculty, and staff, the majority of each residing in the State of California. The District provides for an
allowance for uncollectable accounts as an estimation of amounts that may not be received. This allowance is
based upon management's estimates and analysis. The allowance was estimated at $384,429 for the year ended
June 30, 2019.

Prepaid Expenses

Prepaid expenses represent payments made to vendors and others for services that will benefit periods beyond
June 30.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Capital Assets and Depreciation

Capital assets are long-lived assets of the District as a whole and include land, construction in progress, buildings,
leasehold improvements, and equipment. The District maintains an initial unit cost capitalization threshold of
$5,000 and an estimated useful life greater than one year. Assets are recorded at historical cost, or estimated
historical cost, when purchased or constructed. The District does not possess any infrastructure. Donated capital
assets are recorded at acquisition value at the date of donation. Improvements to buildings and land that
significantly increase the value or extend the useful life of the asset are capitalized; the costs of routine
maintenance and repairs that do not add to the value of the asset or materially extend an asset's life are charged as
an operating expense in the year in which the expense was incurred. Major outlays for capital improvements are
capitalized as construction in progress as the projects are constructed.

Depreciation of capital assets is computed and recorded utilizing the straight-line method. Estimated useful lives
of the various classes of depreciable capital assets are as follows: buildings and building and land improvements,
50 years; site improvements, 20 years; equipment, 5 to 15 years.

Accrued Liabilities and Long-Term Obligations

All payables, accrued liabilities, and long-term obligations are reported in the government-wide financial
statements.

Debt Issuance Costs, Premiums, and Discounts

Debt premiums and discounts, as well as issuance costs related to prepaid insurance costs, are amortized over the
life of the bonds using the straight-line method.

Deferred Charge on Refunding

Deferred charge on refunding is amortized using the straight-line method over the remaining life of the new debt
or the life of the old debt, whichever is shorter.

Deferred Outflows/Inflows of Resources

In addition to assets, the Statement of Net Position also reports deferred outflows of resources. This separate
financial statement element represents a consumption of net position that applies to a future period and so will not
be recognized as an expense or expenditure until then. The District reports deferred outflows of resources for
deferred charges on refunding of debt for OPEB related items and for pension related items.

In addition to liabilities, the Statement of Net Position reports a separate section for deferred inflows of resources.
This separate financial statement element represents an acquisition of net position that applies to a future period
and so will not be recognized as revenue until then. The District reports deferred inflows of resources for pension
related items and for OPEB related items.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Pensions

For purposes of measuring the net pension liability and deferred outflows/inflows of resources related to pensions
and pension expense, information about the fiduciary net position of the California State Teachers' Retirement
System (CalSTRS) and the California Public Employees' Retirement System (CalPERS) plan for schools

(the Plans) and additions to/deductions from the Plans' fiduciary net position have been determined on the same
basis as they are reported by CalSTRS and CalPERS. For this purpose, benefit payments (including refunds of
employee contributions) are recognized when due and payable in accordance with the benefit terms. Member
contributions are recognized in the period in which they are earned. Investments are reported at fair value.

Postemployment Benefits Other Than Pensions (OPEB)

For purposes of measuring the aggregate net OPEB liability, deferred outflows of resources and deferred inflows of
resources related to OPEB, and OPEB expense, information about the District's OPEB Plan and the CalSTRS Medicare
Premium Payment (MPP) Program fiduciary net position and additions to/deductions from fiduciary net position have
been determined on the same basis as they are reported by the District's OPEB Plan and MPP. For this purpose, the
District's OPEB Plan and MPP recognizes benefit payments when due and payable in accordance with the benefit
terms. Investments are reported at fair value, except for money market investments and participating interest-earning
investment contracts that have a maturity at the time of purchase of one year or less, which are reported at cost.

Compensated Absences

Accumulated unpaid employee vacation benefits are accrued as a liability as the benefits are earned. The entire
compensated absence liability is reported on the government-wide financial statements. The current portion of
unpaid compensated absences is recognized upon the occurrence of relevant events such as employee resignation
and retirements that occur prior to year-end that have not yet been paid within the fund from which the employees
who have accumulated the leave are paid. The District also participates in "load banking" with eligible academic
employees whereby the employee may teach extra courses in one period in exchange for time off in another
period. The liability for this benefit is reported on the government-wide financial statements.

Sick leave is accumulated without limit for each employee based upon negotiated contracts. Leave with pay is
provided when employees are absent for health reasons; however, the employees do not gain a vested right to
accumulated sick leave. Employees are never paid for any sick leave balance at termination of employment or
any other time. Therefore, the value of accumulated sick leave is not recognized as a liability in the District's
financial statements. However, retirement credit for unused sick leave is applicable to all classified school
members who retire after January 1, 1999. At retirement, each member will receive .004 year of service credit for
each day of unused sick leave. Retirement credit for unused sick leave is applicable to all academic employees
and is determined by dividing the number of unused sick days by the number of base service days required to
complete the last school year, if employed full time.

Unearned Revenue

Unearned revenue arises when potential revenue does not meet both the "measurable" and "available" criteria for
recognition in the current period or when resources are received by the District prior to the incurrence of
qualifying expenditures. In subsequent periods, when both revenue recognition criteria are met, or when the
District has a legal claim to the resources, the liability for unearned revenue is removed from the combined
balance sheet and revenue is recognized. Unearned revenue includes (1) amounts received for tuition and fees
prior to the end of the fiscal year that are related to the subsequent fiscal year and (2) amounts received from
Federal and State grants received before the eligibility requirements are met.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Noncurrent Liabilities

Noncurrent liabilities include bonds payable, compensated absences, load banking, early retirement plans, claims
liability, the aggregate net OPEB liability, and aggregate net pension liability with maturities greater than one
year.

Net Position

GASB Statements No. 34 and No. 35 report equity as "Net Position" and represent the difference between assets
and liabilities. The net position is classified according to imposed restrictions or availability of assets for
satisfaction of District obligations according to the following net asset categories:

Net Investment in Capital Assets consists of capital assets, net of accumulated depreciation and outstanding
principal balances of debt attributable to the acquisition, construction, or improvement of those assets. To the
extent debt has been incurred, but not yet expended for capital assets, such accounts are not included as a
component invested in capital assets.

Restricted: Net position is reported as restricted when there are limitations imposed on their use, either
through enabling legislation adopted by the District, or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments. The District first applies restricted resources when an
expense is incurred for purposes for which both restricted and unrestricted resources are available.

Unrestricted: Net position that is not subject to externally imposed constraints. Unrestricted net position
may be designated for specific purposes by action of the Board of Trustees or may otherwise be limited by
contractual agreements with outside parties.

When both restricted and unrestricted resources are available for use, it is the District's practice to use restricted
resources first and the unrestricted resources when they are needed. The government-wide financial statements
report $25,545,399 of restricted net position.

Operating Revenues and Expenses

Classification of Revenues - The District has classified its revenues as either operating or nonoperating. Certain
significant revenue streams relied upon for operation are classified as nonoperating as defined by GASB
Statements No. 34 and No. 35. Classifications are as follows:

Operating revenues - Operating revenues include activities that have the characteristics of exchange
transactions such as student tuition and fees, net of scholarship discounts and allowances, Federal, State, and
local grants and contracts, and sales and services of auxiliary enterprises.

Nonoperating revenues - Nonoperating revenues include activities that have the characteristics of

nonexchange transactions such as State apportionments, property taxes, investment income, gifts and
contributions, and other revenue sources defined in GASB Statements No. 34 and No. 35.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Classification of Expenses - Nearly all of the District's expenses are from exchange transactions and are
classified as either operating or nonoperating according to the following criteria:

Operating expenses - Operating expenses are necessary costs to provide the services of the District and
include employee salaries and benefits, supplies, operating expenses, and student financial aid.

Nonoperating expenses - Nonoperating expenses include interest expense and other expenses not directly
related to the services of the District.

State Apportionments

Certain current year apportionments from the State are based on financial and statistical information of the
previous year. Any corrections due to the recalculation of the apportionment are made in February of the
subsequent year. When known and measurable, these recalculations and corrections are accrued in the year in
which the FTES are generated.

Property Taxes

Secured property taxes attach as an enforceable lien on property as of January 1. The County Assessor is
responsible for assessment of all taxable real property. Taxes are payable in two installments on November 1 and
February 1 and become delinquent on December 10 and April 10, respectively. Unsecured property taxes are
payable in one installment on or before August 31. The County of Los Angeles bills and collects the taxes on
behalf of the District. Local property tax revenues are recorded when received.

The voters of the District passed a General Obligation Bond in 2002 for the acquisition, construction, and
remodeling of certain District property. As a result of the passage of the Bond, property taxes are assessed on the
property within the District specifically for the repayment of the debt incurred. The taxes are assessed, billed, and
collected as noted above and remitted to the District when collected.

Scholarships, Discounts, and Allowances

Student tuition and fee revenue is reported net of scholarships, discounts, and allowances. Fee waivers approved
by the Board of Governors are included within the scholarships, discounts, and allowances in the Statement of
Revenues, Expenses, and Changes in Net Position. Scholarship discounts and allowances represent the difference
between stated charges for enrollment fees and the amount that is paid by students or third parties making
payments on the students' behalf.

Federal Financial Assistance Programs

The District participates in federally funded Pell Grants, Direct Loans, FSEOG Grants, and Federal Work-Study
programs, as well as other programs funded by the Federal government. Financial aid to students is either reported as
operating expenses or scholarship allowances, which reduce revenues. The amount reported as operating expense
represents the portion of aid that was provided to the student in the form of cash. Scholarship allowances represent
the portion of aid provided to students in the form of reduced tuition. These programs are audited in accordance with
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards.
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PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect the amounts
reported in the financial statements and accompanying notes. Actual results may differ from those estimates.

Interfund Activity

Interfund transfers and interfund receivables and payables are eliminated during the consolidation process in the
Primary Government and Fiduciary Funds' financial statements, respectively.

Change in Accounting Principles

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations. This Statement
addresses accounting and financial reporting for certain asset retirement obligations (AROs). An ARO is a legally
enforceable liability associated with the retirement of a tangible capital asset. A government that has legal
obligations to perform future asset retirement activities related to its tangible capital assets should recognize a
liability based on the guidance in this Statement.

This Statement establishes criteria for determining the timing and pattern of recognition of a liability and a
corresponding deferred outflow of resources for AROs. This Statement requires that recognition occur when the
liability is both incurred and reasonably estimable. The determination of when the liability is incurred should be
based on the occurrence of external laws, regulations, contracts, or court judgments, together with the occurrence
of an internal event that obligates a government to perform asset retirement activities. Laws and regulations may
require governments to take specific actions to retire certain tangible capital assets at the end of the useful lives of
those capital assets, such as decommissioning nuclear reactors and dismantling and removing sewage treatment
plants. Other obligations to retire tangible capital assets may arise from contracts or court judgments. Internal
obligating events include the occurrence of contamination, placing into operation a tangible capital asset that is
required to be retired, abandoning a tangible capital asset before it is placed into operation, or acquiring a tangible
capital asset that has an existing ARO.

The District has implemented the provisions of this Statement as of June 30, 2019.

In April 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt, including Direct
Borrowings and Direct Placements. The primary objective of this Statement is to improve the information that is
disclosed in notes to government financial statements related to debt, including direct borrowings and direct

placements. It also clarifies which liabilities governments should include when disclosing information related to
debt.

This Statement defines debt for purposes of disclosure in notes to financial statements as a liability that arises
from a contractual obligation to pay cash (or other assets that may be used in lieu of cash) in one or more
payments to settle an amount that is fixed at the date the contractual obligation is established.

This Statement requires that additional essential information related to debt be disclosed in notes to financial
statements, including unused lines of credit; assets pledged as collateral for the debt; and terms specified in debt
agreements related to significant events of default with finance-related consequences, significant termination
events with finance-related consequences, and significant subjective acceleration clauses.
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For notes to financial statements related to debt, this Statement also requires that existing and additional
information be provided for direct borrowings and direct placements of debt separately from other debt.

The District has implemented the provisions of this Statement as of June 30, 2019.
New Accounting Pronouncements

In January 2017, the GASB issued Statement No. 84, Fiduciary Activities. The objective of this Statement is to
improve guidance regarding the identification of fiduciary activities for accounting and financial reporting
purposes and how those activities should be reported.

This Statement establishes criteria for identifying fiduciary activities of all State and local governments. The
focus of the criteria generally is on (1) whether a government is controlling the assets of the fiduciary activity and
(2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify fiduciary
component units and postemployment benefit arrangements that are fiduciary activities.

The requirements of this Statement are effective for the reporting periods beginning after December 15, 2018.
Early implementation is encouraged.

In June 2017, the GASB issued Statement No. 87, Leases. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial reporting for leases by
governments. This Statement increases the usefulness of governments' financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based on the payment provisions of the contract. It
establishes a single model for lease accounting based on the foundational principle that leases are financings of
the right to use an underlying asset. Under this Statement, a lessee is required to recognize a lease liability and an
intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about governments' leasing activities.

The requirements of this Statement are effective for the reporting periods beginning after December 15, 2019.
Early implementation is encouraged.

In August 2018, the GASB issued Statement No. 90, Majority Equity Interests — An Amendment of GASB
Statements No. 14 and No. 60. The primary objectives of this Statement are to improve the consistency and
comparability of reporting a government's majority equity interest in a legally separate organization and to
improve the relevance of financial statement information for certain component units. It defines a majority equity
interest and specifies that a majority equity interest in a legally separate organization should be reported as an
investment if a government's holding of the equity interest meets the definition of an investment. A majority
equity interest that meets the definition of an investment should be measured using the equity method, unless it is
held by a special-purpose government engaged only in fiduciary activities, a fiduciary fund, or an endowment
(including permanent and term endowments) or permanent fund. Those governments and funds should measure
the majority equity interest at fair value.
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For all other holdings of a majority equity interest in a legally separate organization, a government should report
the legally separate organization as a component unit, and the government or fund that holds the equity interest
should report an asset related to the majority equity interest using the equity method. This Statement establishes
that ownership of a majority equity interest in a legally separate organization results in the government being
financially accountable for the legally separate organization and, therefore, the government should report that
organization as a component unit.

This Statement also requires that a component unit in which a government has a 100 percent equity interest
account for its assets, deferred outflows of resources, liabilities, and deferred inflows of resources at acquisition
value at the date the government acquired a 100 percent equity interest in the component unit. Transactions
presented in flows statements of the component unit in that circumstance should include only transactions that
occurred subsequent to the acquisition.

The requirements of this Statement are effective for reporting periods beginning after December 15, 2018. Earlier
application is encouraged. The requirements of this Statement should be applied prospectively.

In May 2019, the GASB issued Statement No. 91, Conduit Debt Obligations. The primary objectives of this
Statement are to provide a single method of reporting conduit debt obligations by issuers and eliminate diversity
in practice associated with (1) commitments extended by issuers, (2) arrangements associated with conduit debt
obligations, and (3) related note disclosures. This Statement achieves those objectives by clarifying the existing
definition of a conduit debt obligation; establishing that a conduit debt obligation is not a liability of the issuer;
establishing standards for accounting and financial reporting of additional commitments and voluntary
commitments extended by issuers and arrangements associated with conduit debt obligations; and improving
required note disclosures.

A conduit debt obligation is defined as a debt instrument having all of the following characteristics:

e There are at least three parties involved: (1) an issuer, (2) a third-party obligor, and (3) a debt holder or a
debt trustee.

e The issuer and the third-party obligor are not within the same financial reporting entity.

e The debt obligation is not a parity bond of the issuer, nor is it cross-collateralized with other debt of the
issuer.

e  The third-party obligor or its agent, not the issuer, ultimately receives the proceeds from the debt
issuance.

e The third-party obligor, not the issuer, is primarily obligated for the payment of all amounts associated
with the debt obligation (debt service payments).

All conduit debt obligations involve the issuer making a limited commitment. Some issuers extend additional

commitments or voluntary commitments to support debt service in the event the third party is, or will be, unable
to do so.

30



PASADENA AREA COMMUNITY COLLEGE DISTRICT

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2019

An issuer should not recognize a conduit debt obligation as a liability. However, an issuer should recognize a
liability associated with an additional commitment or a voluntary commitment to support debt service if certain
recognition criteria are met. As long as a conduit debt obligation is outstanding, an issuer that has made an
additional commitment should evaluate at least annually whether those criteria are met. An issuer that has made
only a limited commitment should evaluate whether those criteria are met when an event occurs that causes the
issuer to reevaluate its willingness or ability to support the obligor's debt service through a voluntary commitment.

This Statement also addresses arrangements—often characterized as l