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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Total Revenues: College

Operating
Revenues
26.8%

Other Revenues
25.0%

Nonoperating
Revenues
48.2%

Operating expenses totaled $199.0 million for the 2008-09 fiscal year, representing an

increase of 11.9 percent over the 2007-08 fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS

Pursuant to GASB Statement No. 35, the College’s financial report consists of three basic
financial statements: the statement of net assets; the state of revenues, expense, and changes
in net assets; and the statement of cash flows. These financial statements, and notes thereto,
provide information on the College as a whole, present a long-term view of the College’s
finances, and include activities for the following entities:

» Valencia Community College (Primary Institution) — Most of the programs and
services generally associated with a college fall into this category, including
instruction, public service, and support services.

» Valencia Community College Foundation, Inc. (Component Unit) — Although legally
separate, this component unit is important because the College is financially
accountable for it, as the College reports its financial activities to the State of Florida.
The Foundation’s fiscal year differs from the College and covers the period April
through March.
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

THE STATEMENT OF NET ASSETS AND THE STATEMENT OF
REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

One of the most important questions asked about the College’s finances is, “Is Valencia
Community College as a whole, better or worse off as a result of the yeat’s activities?” The
statement of net assets and the statement of revenues, expenses, and changes in net assets
report information on the College as a whole on its activities in a way that helps answer this
question. When revenues and other support exceed expenses, the result is an increase in net
assets. When the reverse occurs, the result is a decrease in net assets. The relationship
between revenues and expenses may be thought of as Valencia Community College’s

operating results.

These two statements report Valencia Community College’s net assets and the changes in
them. You can think of the College’s net assets, the difference between assets and liabilities,
as one way to measure the College’s financial health, or financial position. Over time,
increases or decreases in the College’s net assets are one indication of whether its financial
health is improving or deteriorating. To assess the College’s overall financial health, you will
need to consider many other nonfinancial factors, such as trends in student retention,

condition of the buildings, and the safety of the campus.

These statements include all assets and liabilities using the accrual basis of accounting, which
is similar to the accounting used by most private-sector institutions. All of the current fiscal
yeat’s revenues and expenses are taken into account regardless of when cash is received or

paid.

A condensed statement of assets, liabilities, and net assets of the College and its component

unit for the respective periods ended is shown in the following table:
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Condensed Statement of Net Assets at
(In Thousands)
College Component Unit
6-30-09 6-30-08 03-31-09 03-31-08
Assets
Current Assets $ 74,216 $ 69,801 $ 2,172 $ 3,949
Capital Assets, Net 176,122 149,146 3,274 3,324
Other Noncurrent Assets 8,440 4,374 44,670 52,357
Total Assets 258,778 223,321 50,116 59,630
Liabilities
Current Liabilities 12,749 12,958 705 648
Noncurrent Liabilities 9,140 8,950
Total Liabilities 21,889 21,908 705 648

Net Assets

Invested in Capital Assets,

Net of Related Debt 172,527 145,256

Restricted 49,012 42,036 47,966 56,128

Unrestricted 15,350 14,121 1,446 2,854
Total Net Assets $ 236,889 $ 201,413 $ 49,412 $ 58,982
Increase (Decrease) in Net Assets $ 35,476 17.6% $ (9,570) -16.2%

Non-capital assets increased by $8.5 million due to a $2.8 million increase in receivables
comprised of $1.7 million in the Public Education and Capital Outlay (PECO) receivable for
capital project funds that were appropriated in fiscal year 2008-09, but will not be expended
until future fiscal years, and $1.1 million in student receivables. In addition, the College
increased its overall investments in fiscal year 2008-09 by $5 million, which were primarily

invested in certificates of deposit.

Net capital assets increased by $27.0 million mainly due to the capitalization of $20.0 million
in construction costs for the West Campus joint-use facility (with the University of Central
Florida) and $4.7 million for the West Campus Allied Health and Science Building. The
College’s investment in capital assets also increased as a result of the capitalization of these
West campus buildings because construction costs were funded through PECO and not

proceeds from debt obligations.
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Restricted assets increased by $7.0 million because the PECO revenue for major capital

projects exceeded expenditures for the 2008-09 fiscal year.

Revenues and expenses of the College and its component unit for the respective periods are

shown on the following table:
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Condensed Statement of Revenues, Expenses, and Changes in Net Assets
For the Fiscal Years Ended
(In Thousands)
College Component Unit
6-30-09 6-30-08 03-31-09 03-31-08

Operating Revenues
Student Tuition and Fees, Net of Scholarship Allowances  § 44,367 § 39,240 $ $
Federal Grants and Contracts 819 655
State and Loaal Grants and Contracts 233 1,294
Nongovernmental Grants and Contracts. 2,349 2,442 3,103 1,919
Sales and Services of Eduaational Departments 183 105
Auxiliary Enterprises, Net of Scholarship Allowances 14,312 16,093
Other Operating Revenues 933 455 896 704
Total Operating Revenues 62,963 58,990 4,232 3917
Less Operating Expenses 198,956 177,729 4,328 4,294
Operating Income (Loss) (135,993) (118,739) (96) (377
Nonoperating Revenues
State Appropriations 62,468 68,042
Gifts and Grants - Student Aid 46,423 33,764
Gifts and Grants - Other 3,040 3223
Other Nonoperating Revenues 1,261 1,967 9,177) 398
Nonoperating Expenses (192 (211) (297) (348
Net Nonoperating Revenues 113,000 106,785 (9,474 50
Income (Loss) Before Other Revenues, Expenses,

Gains or Losses (22,993) (11,954) (9,570) (327)
Capital Appropriations 41,811 31,706
Capital Grants, Gifts, and Fees 16,658 4,479
Increase (Decrease) in Net Assets 35,476 24,231 (9,570) (327)
Net Assets, Beginning of Year 201,413 177,182 58,982 59,309
Net Assets, End of Year $§ 236,889 § 201,413 $ 49412 § 58982




VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Revenues
GASB Statement No. 35 categorizes revenues as either operating or nonoperating.
Operating revenues generally result from exchange transactions where each of the parties to

the transaction either gives or receives something of equal or similar value.

The following chart presents the College’s operating revenues for the 2008-09 and 2007-08

fiscal years:

Operating Revenues: College
(In Thousands)

@2007-08
02008-09

$16,093
Auxiliary Sales, Net

Sales and Services of Edcuational Departments

Nongovernmental Grants and Contracts

Federal GrantsGrants and Contracts

Student Tuition and Fees, Net $44,367

$25,000 $50,000

Total operating revenues increased by $4.0 million or 6.7 percent, primarily due to an
increase in student enrollment of approximately 11.4 percent in conjunction with a rise in

fees of 5.4 percent.
Net nonoperating revenues increased by $6.2 million, or 5.8 percent, from a combination of

an increase in student aid revenue of $12.7 million due to enrollment growth and the

number of eligible participants, offset by a decrease in state appropriations of $5.6 million.
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Capital revenues increased by $22.3 million, or 92 percent because of additional PECO
appropriations for new construction and a $11.3 million gift from the University of Central

Florida for the joint use facility.

Operating Expenses

Expenses are categorized as operating or nonoperating. The majority of the College’s
expenses are operating expenses as defined by GASB Statement No. 35. GASB gives
financial reporting entities the choice of reporting operating expenses in the functional or
natural classifications. The College has chosen to report the expenses in their natural
classification on the statement of revenues, expenses, and changes in net assets and has

displayed the functional classification in the notes to financial statements.

Operating expenses for the College and its component unit for the respective periods ended

are presented in the following table:

Operating Expenses
(In Thousands)
College Comonent Unit
6-30-09 6-30-08 03-31-09 03-31-08

Operating Expenses

Personnel Services $ 105,001 $ 99,613 $ 694 § 632
Scholarships and Waivers 19,002 14,726 3,232 3,056
Utilities and Communiations 5,116 5,114 2 2
Contractual Services 16,187 13,380 55 213
Other Services and Expenses 7,862 8,118 256 311
Materials and Supplies 39,127 31,341 39 31
Depredation 6,661 5,437 50 49
Total Operating Expenses $§ 198,956 § 177,729 $ 4328 % 4,294

The following chart presents the College’s operating expenses for the 2008-09 and 2007-08

fiscal years:
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Operating Expenses: College
(In Thousands)

®2007-08
02008-09

Depreciation

$31,341,
Materials and Supplies

$8,118
Other Services and Expenses $7,862

$13,380
Contractual Services $16,187

Utilitiesand Communications

Scholarshipsand Waivers

$99,613
Personnel Services
105,001
4_7_“,&‘__1__,__‘7

$100,000 $150,000

Operating expenses for the College increased $21.2 million or 11.9 percent compared to the
prior fiscal year as a result of the following factors:

> $5.7 million of noncapitalized renovation costs for three buildings on the West
Campus.

» Salary and related benefit expenses increased $5.4 million due to an average 1.9
percent annual salary increase for the faculty and staff. In addition, temporary
instructional expenditures rose by $2.3 million as a result of enrollment growth.

» Scholarship expense increased by $4.3 million primarily due to a 31.3% increase

in the number of students receiving the Pell Grant award.

THE STATEMENT OF CASH FLOWS
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

Another way to assess the financial health of an institution is to look at the statement of cash
flows. Its primary purpose is to provide relevant information about the cash receipts and
cash payments of an entity during a period. The statement of cash flows also helps users
assess:

> An entity’s ability to generate future net cash flows.

> Its ability to meet its obligations as they come due.

» Its need for external financing.

A summary of the College’s cash flows for the 2008-09 and 2007-08 fiscal years are

presented in the following table:

Condensed Statement of Cash Flows: College
(In Thousands)
2008-09 2007-08

Cash Provided (Used) by:

Operating Activities $ (128,663) $ (113,567)

Nonapital Finandng Activities 111,945 104,972

Capital and Related Finandng Activities 22,135 9,500

Investing Activities (4,648) 8,665

Net Increase in Cash and Cash Equivalents 769 9,570
Cash and Cash Equivalents, Beginning of Year 41,135 31,565
Cash and Cash Equivalents, End of Year $ 41,904 $ 41,135

The major sources of operating activities funds came from net student tuition and fees
($43.8 million), and bookstore receipts ($13.8 million). State appropriations ($62.5 million),
and grants and contracts ($49.5 million) are the primary sources of funds for noncapital
financing activities. Capital appropriations from the State’s Public Education and Capital
Outlay (PECO) program and the capital gift from the University of Central Florida for the
joint use facility account for most of the cash provided for capital and related financing

activities.
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At June 30 2009, the College had $249.5 million in capital assets, less accumulated
depreciation of $73.4 million, for net capital assets of $176.1 million. Depreciation charges
for the current fiscal year totaled $6.7 million. The following table summarizes the College’s

capital assets for the 2008-09 fiscal year:

Capital Assets , Net at June 30: College

(In Thousands)

Capital Assets 2009 2008
Land $ 18,598 $ 18,569
Buildings 176,299 148,321
Other Structures and Improvements 13,541 6,245
Furniture, Machinery and Equipment 14,733 13,874
Construction in Progress 26,363 29,309

Total Assets 249,534 216,318

Less Accumulated Depredation:

Buildings 54,009 49,285
Other Structures and Improvements 6,511 5,684
Furniture, Machinery and Equipment 12,893 12,204

Total Accumulated Depreciation 73,413 67,173
Capital Assets, Net $ 176,121 $ 149,145

The College has $25.4 million in construction contract commitments at June 30, 2009. The
contract commitments are for projects that include the East Campus Chiller renovation
project, West Campus Joint Use Facility with University of Central Florida, and renovations
to West Campus Buildings 1, 3 and 4. The major capital projects planned for the 2009-10
fiscal year are the renovation designs for West Campus Building 7 and 9. Capital state
appropriations are expected to finance the renovation of these facilities. More information

about the College’s capital assets is presented in the notes to financial statements.
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VALENCIA COMMUNITY COLLEGE
MANAGEMENT’S DISCUSSION AND ANALYSIS

DEBT ADMINSTRATION
At fiscal year end, the College had $3.6 million in debt outstanding versus $3.9 million at the

end of the prior fiscal year, a decrease of 7.6 percent.

The State Board of Education issues capital outlay bonds on behalf of the College. During
the 2008-09 fiscal year, there were no bond sales; however, debt repayments from previous
bond issues totaled $0.3 million. Additional information about the College’s long-term debt

is presented in the notes to the financial statements.

ECONOMIC FACTORS THAT WILL AFFECT THE FUTURE

Valencia Community College’s economic position is closely tied to that of the State of
Florida. The continued slowdown in the economy, particularly in the real estate and
construction sectors, has affected the State’s revenue collections. This has meant reductions
in State appropriations, which have further been reduced during the year for the last two
fiscal years. For this reason, the Board of Trustees has reserved $1.5 million of fund balance
in anticipation of continued State revenue shortfalls and reduced appropriations. In
addition, Valencia has increased the tuition rate by 12 percent to take affect beginning with
the Fall 2009 term. The College’s current financial and capital plans are based on continued
reductions in state funding which are partially offset by a steady increase in enrollment and

higher student tuition and fees.

REQUESTS FOR INFORMATION

Questions concerning information provided in the MD & A, and financial statements and
notes thereto, or requests for additional information should be addressed to the Vice
President for Administrative Services, Valencia Community College, Post Office Box 3028,

Orlando, FL 32802.
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