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Executive Summary
2017-2018 Final Budget

Introduction

The Final Budget is the District’s spending plan from September 15 through June 30, 2018. On or before
September 15, the Board is required to hold a public hearing and approve an Adopted Budget for the fiscal
year. The Final Budget is based on “budget assumptions” developed from a number of sources including the
2017-18 State Budget, the Chancellor’s Office and the Community College League of California

The following is a summary indicating the projected beginning balances (beginning balances are based on
the current 2016-17 budgets and prior to year-end close and audit), 2017-18 Final Budgets, and projected
ending balances for all funds maintained by the District:

Summary of All Funds
MPC 2017-2018 Final Budget
Beginning Budgets Ending
Fund
Fund Balance 2017-2018 Balance
Funds 7/11/2017 Revenue Expense 6/30/2018

General

Unrestricted $4,543,767 $40,306,913  $40,306,913 $4,543,767

Restricted $0 $10,456,521 $10,456,521 $0
Special Revenue

Child Development - Unrestricted $0 $204,600 $204,600 $0

Child Development - Restricted $0 $429,737 $429,737 $0

Student Center $590,109 $241,500 $240,225 $591,384

Parking $560,013 $555,000 $735,132 $379,881
Debt Service

Student Center $22,534 $20,900 $20,900 $22,534

Debt Service $200,604 $1,000 $0 $201,604
Capital Projects $590,327 $53,702 $471,814 $172,215
Building $9,537,578 $120,000 $115,110 $9,542,468
Self Insurance $2,547,905  $7,786,867 $7,385,138 $2,949,634
Other Post Employment Benefits (OPEB) $530,860 $112,014 $112,014 $530,860
Worker Comp Insurance $148,111 $22,100 $92,000 $78,211
Fiduciary

Financial Aid $19,146  $6,200,000 $6,200,000 $19,146

Associated Students $211,320 $80,000 $80,000 $211,320

Scholarship and Loans $68,307  $3,500,000 $3,500,000 $68,307

Trust Funds $348,636  $2,135,000 $2,135,000 $348,636

Orr Scholarship $30,333 $25,000 $20,000 $35,333

Total $19,949,550 $72,250,854  $72,505,104 $19,695,300




Unrestricted General Fund revenue and expense budgets are balanced, resulting in an ending fund balance of
$4,543,767 this maintains the Board established fund balance reserve of 10% and the Chancellor’s Office
minimum prudent reserve of 5%. All other funds are budgeted to have positive ending fund balances.

The Governor’s 2017-18 State Budget provides additional base funding of ~$800,000 for MPC’s
Unrestricted General Fund, which can be used to address the increase costs and other needs of the District.

State Budget for California Community Colleges

The Governor’s State Budget continues to provide solid funding proposals for the community colleges.
The State Budget includes a total investment in Proposition 98 to $74.5 billion, an increase of $2.6 billion
over last year’s Budget Act level.

Major Program Changes:

Apportionments — An increase of $382 million Proposition 98 General Fund, which includes the following:

e An increase of $183.6 million Proposition 98 General Fund to support increased community college
operating expenses in areas such as employee benefits, facilities, professional development,
converting faculty from part-time to full-time, and other general expenses.

e An increase of $97.6 million Proposition 98 General Fund for 1.56-percent cost-of-living adjustment.

e An increase of $76 million Proposition 98 General Fund to reflect the amounts earned back by
community college districts that declined in enrollment during the previous three years.

e An increase of $57.8 million Proposition 98 General Fund for enrollment growth of 1-percent.

e A decrease of $33 million Proposition 98 General Fund to reflect unused growth provided in 2015-
16.

The 2017-18 State Budget includes the following additional programmatic funding sources, most of which
are grant programs:

e $150 million one-time funding for community colleges to develop and implement “guided pathway”
programs.

e $25 million for a new CCC Completion Grant Program to provide grants up to $2,000 to community
college students who meet specified criteria.

e $25 million for Full-Time Success Grant.
$10 million to provide all colleges with access to the Online Initiative’s learning management system.

e $6 million one-time funding to facilitate the development of the integrated library system for the
community colleges.

e  $20 million for Innovation Award Program (one-time funds).

e $10 million for Veterans Resources Centers ($5 million one-time).

¢ $11.3 million in one-time funds to provide Compton Community College District for the transition of
Compton Community College from a learning center back to a community college.

e $76.9 million for deferred maintenance or instructional equipment, with no match requirement (one-
time funds).

e $46.5 million for Proposition 39 energy efficient programs grants (one-time funds).
$16.9 million in Proposition 51 bond funds for initial design of 15 facilities projects.



Chancellor’s Office State Operations - $618,000 General Fund and $458,000 in reimbursement
authority, for six new positions and funding for a second Deputy Chancellor, to support the
Chancellor’s priorities to provide greater leadership and technical assistance to community colleges
and improve student outcomes.

Unrestricted General Fund

The 2017-18 Final Budget is balanced, with no funds being borrowed from other funds. The balanced budget
has been achieved by a reduction to operating budgets, efficiency through scheduling, vacancies, and
reduced workers compensation rate and additional funds projected to the base apportionment revenue.

Challenges to be Addressed to Maintain Balanced Budgets

Although projecting the future with any degree of accuracy would be an educated guess at best, there are at
least five future certainties that can be quantified that will have significant negative impacts on District
finances:

Sustaining FTES: Future loss in FTES, rebasing at a lower FTES would decrease the overall
apportionment revenue received from the state. Enrollment management efforts to efficiently sustain
FTES and capture future growth potential will help sustain balanced budgets.

PERS/STRS increases: MPC retirement systems PERS and STRS have established rates that based
on 2016-17 employee salaries will result in cumulative increased UGF expenses of approximately
$2.3M by 2019-20.

Health and Welfare increases: MPC health and welfare is increasing approximately 5% or $300K a
year or more and is currently budgeted at $22,700 per covered employee.

Affordable Care Act (ACA): Providing accurate costs for future provisions of ACA with any degree
of accuracy is likely not possible assuming past changes and delays in implementation will likely
continue for the future. However, current provisions of the ACA establish thresholds on the costs for
benefits ($10,200 for single person, $27,500 for family) and starting in 2018 taxes employers 40% on
the amounts above the thresholds. Estimates for total cost to MPC are between $281K and $431K
per year.

In addition —COLA increases from the state have historically been less than increases in operating
expenses. Colleges relying on COLA as their primary new revenue source end up losing financial
ground. Community Colleges need to realize growth in enrollments to maximize new funding from
the State and make headway increasing their financial resources.



General Fund:
The General Fund includes the general operating budgets for the District. Some monies are restricted as to
their use and the fund is therefore separated by unrestricted and restricted.

Unrestricted General Fund
The District’s primary financial activities for day-to-day operating revenues and expenses occur in the
Unrestricted General Fund. Revenue is budgeted by the source of the funding and expenses are budgeted by

their function. This Final Budget uses the 2016-17 P2 FTES of 6,701 for the 2017-18 apportionment
revenue projection.

Restricted General Fund

Funds used for the operation and support of educational programs that are specifically restricted by law,
regulation, donor, or other outside agency are recorded in the Restricted General Fund. The majority of
these funds must be expended within the fiscal year or returned to the funding agency. Budgets for state
programs are based on the state’s current approved budget. Funds budgeted for all programs total a little
over $10.4M.

The following chart shows the 18 largest categorical programs and their respective funding level for the
2017-18 Final Budget:

2016-17 2017-18 Change

Access Resource Center (DSP&S) $669,929 $569,389 -$100,540
CalWorks/TANF $246,551 $199,503 -$47,048
Enrollment Growth Nursing $142,600 $142,600 $0
Extended Opportunities Programs and Services

(EOP&S) $942,356 $1,008,823 $66,467
Federal Work Study $151,539 $151,539 $0
Fire Training (Fees Supported) $190,278 $190,200 -$78
First 5 Monterey County Workforce Devt. $109,723 $99,999 -$9,724
Health Services $305,226 $519,670 $214,444
ITEST (National Science Foundation) $402,699 $384,518 -$18,181
Lottery $239,394 $239,394 $0
Marine Tech Mentor/Intern $103,759 $56,400 -$47,359
MATE Support Center $402,699 $408,979 $6,280
Math Science (TRIO) $376,701 $408,962 $32,261
Upward Bound (TRIO) $388,453 $400,107 $11,654
Student Support Services (TRIO) $294,916 $303,227 $8,311
Student Success - CR/NCR $1,625,872 $2,338,633 $712,761
Student Equity $608,102 $671,485 $63,383
Student Financial Aid Administration $245,736 $355,864 $110,128




Special Revenue Fund:
Child Development Center (CDC), Student Center and Parking are accounted for in the Special Revenue
Fund. Revenues generated by these programs are intended to pay for the cost of services provided.

Revenues and expenses for child development services are recorded in the CDC Fund. The CDC Fund
includes monies that are restricted as to their use and the fund is therefore separated into unrestricted and
restricted. The CDC Fund has a total expense budget of $634,337 (unrestricted and restricted). CDC has
been operating with a State Preschool contract under the California Department of Education. The
Unrestricted General Fund is budgeted to transfer $100,000 to support CDC.

The Student Center Fund is maintained to record financial transactions of the Student Center building that
was partially constructed using lease revenue bonds. The Student Center Fund receives revenue primarily
from student use fees and commissions from the bookstore and cafeteria. The bond requires income to be
used to make debt payments and maintain the facility. A percentage of the Student Activity Coordinator
salary and benefits is paid by the Student Center Fund and a percentage is paid by the Unrestricted General
Fund.

The Parking Fund is maintained to record financial transactions related to parking as required by the
Education Code. Revenues are primarily from parking permit sales and parking citations. Expenses are for
parking security, maintenance and improvements to the parking lots.

Debt Service

Long-term debt principal, interest, and related costs of the District are accounted for in the Debt Service
Fund. There is one obligation remaining that is accounted for in this fund: the annual long-term debt
payment for the Student Center. Student Use Fees in the Student Center operating accounts pay the Student
Center required payment of $20,900.

Capital Projects

Non-bond expenses for all major acquisition, construction and scheduled maintenance projects are
accounted for in the Capital Projects Funds. Expenses are estimated at $471,814 includes Scheduled
Maintenance funds.

Building
Expenses associated with Measure I, the $145 million Proposition 39 bond, are accounted for in the Building
Fund. Total expense are budgeted at $115,110 for the 17-18 Final Budget. Revenue of $120K for interest

income is budgeted resulting in a projected ending fund balance of $9,542,468.

Self Insurance

Expenses for the District’s self-insured medical benefits are budgeted and recorded in the Self Insurance
Fund. Payments will be made from the various operating funds to the Self Insurance Fund to cover the claim
payment. Total expenses of $7,385,138 are budgeted for 2017-18.




Other Post Employment Benefits (OPEB)

The District has an OPEB Unfunded Actuarial Accrued Liability of $9.2 million. The District setup an
irrevocable trust in the 15-16 FY. Two accounts were established with an outside banking institution in the
transferring $3 million into a balanced investment account and $1 million into an associated liquidity
account. This complies with GASB 43 rules for funding the liability and provides greater interest income to
satisfy the liability. The District made the ARC (Annual Required Contribution) payment in the 16-17 FY
and has budgeted for the ARC payment for the 17-18 FY.

Workers Comp

The District is responsible for a small number of old workers compensation claims after it withdrew from a
K12 workers compensation self insurance JPA. The workers compensation fund has been established to pay
these old claims. The workers comp fund does not generate any revenue except for a small amount of interest
income. The workers comp fund is funded through a transfer of funds when needed from the self insurance
fund.

Fiduciary Funds

The Fiduciary Fund is used to account for assets held by the District as trustee. These funds include Federal
Student Financial Aid, Associated Students, Scholarships and Loans, Trust Funds, and Orr Scholarship
funds.

Conclusion

Addressing the Unrestricted General Fund structural deficit has been the top priority for the District. There
have been ongoing expenses in the area of health and welfare, ongoing salary increase to employees, STRS
and PERS increases. There is no transfer from other funds into the unrestricted general fund in this Final
Budget. Potential budget savings in the areas of reduced operating budgets, efficiencies through scheduling,
and reduced workers comp rates have been key factors in balancing the 2017-18 Final Budget.

The Final Budget for 2017-18 was developed using the best information at this time.

Positive year-end balances (reserves) are projected.




Unrestricted General Fund:

Income
Federal
State
Local
Total Income

Expense
Academic Salaries
Classified Salaries
Fringe Benefits
Books and Supplies
Operating
Capital Outlay
Transfers

Total Expenses

Restricted General Fund:
Income
Federal
State
Local

Total Income

Expense
Academic Salaries
Classified Salaries
Fringe Benefits
Books and Supplies
Operating
Capital Outlay
Transfers

Total Expenses

Monterey Peninsula College

3-Year Comparison

Unrestricted Child Development

Income
Expense

Restricted Child Development

Income
Expense

Student Center
Income
Expense

2014-2015 2015-2016 2016-2017 2017-2018
Actual Actual Revised Budget Budget

$12,431 $2.,349 $11,000 $10,300
$16,066,173 $19,818,748 $17,889,166 $17,991,169
$21,907,198 $23,053,270 $23,367,309 $22,305,444
$37,985,802 $42,874,367 $41,267,475 $40,306,913
$14,344,525 $15,122,308 $15,625,022 $14,797,498
$7,080,888  $7,103,255 $7,474,383 $6,938,039
$8,931,276 $10,376,392 $11,078,792 $11,499,691
$38,670 $684,246 $471,573 $460,267
$5,317,293 $5,618,294 $6,270,354  $6,276,079
$269,634 $502,044 $178,079 $165,756
$1,328,481 $925,220 $169,583 $169,583
$37,310,767 $40,331,759 $41,267,787 $40,306,913
$2,397,694  $2,586,223 $2,939,030  $2,385,267
$4,252,371 $5,896,847 $9,380,718 $6,499,202
$660,217 $664,717 $643,114  $1,572,052
$7,310,282 $9,147,787 $12,962,862 $10,456,521
$1,821,513 $1,864,901 $2,332,175 $2,174,330
$1,270,157 $1,508,598 $1,979,006  $1,783,674
$1,080,703 $1,368,418 $1,358,657  $1,703,767
$560,524 $414,131 $420,631 $459,071
$1,753,149  $2,454,079 $4,937,633 $2,143,312
$525,413 $628,598 $795,713 $521,264
$298,823 $909,070 $1,139,047  $1,671,103
$7,310,282 $9,147,795 $12,962,862 $10,456,521
$277,545 $300,891 $155,631 $204,600
$277,545 $242,388 $155,631 $204,600
$283,249 $347,894 $439,166 $429,737
$283,249 $347,894 $439,166 $429,737
$283,416 $306,291 $258,000 $241,500
$184,735 $178,336 $259,094 $240,225
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O/O >
Budget to
Final Budget

-6.4%

0.6%
-4.5%
-2.3%

-5.3%
-7.2%
3.8%
2.4%
0.1%
-6.9%
0.0%
-2.3%

-18.8%
-30.7%
144.4%
-19.3%

-6.8%
-9.9%
25.4%
9.1%
-56.6%
-34.5%
46.7%
-19.3%

31.5%
31.5%

2.1%
-2.1%

-6.4%
-7.3%



Student Revenue Bond
Income
Expense

Debt Service
Income
Expense

Parking
Income
Expense

Capital Projects
Income
Expense

Self Insurance
Income
Expense

OPEB
Income
Expense

Worker Comp Insurance

Income
Expense

Financial Aid
Income
Expense

Associated Students
Income
Expense

Scholarship and Loans
Income
Expense

Trust Funds
Income
Expense

Orr Scholarship
Income
Expense

Building Fund
Income
Expense

$17,738
$17,625

2014-2015
Actual

$0
$0

$516,264
$483,640

$460,330
$978,028

$8,026,004
$7,006,368

$110,169
$0

$22,377
$668,017

$5,671,240
$5,686,573

$94,855
$53,434

$1,969,069
$1,987,565

$736,254
$613,731

$5,465
$6,165

$71,704
$1,468,642

$22,290 $21,500 $20,900 -2.8%
$22,100 $21,500 $20,900 -2.8%
0% >

2015-2016 2016-2017 2017-2018 Budget
Actual Revised Budget Budget to Final Budget
$200,000 $0 $1,000 0.0%
$0 $0 $0 0.0%
$514,220 $418,790 $555,000 32.5%
$438,039 $418,790 $735,132 75.5%
$398,102 $1,333,637 $53,702 -96.0%
$391,235 $884,253 $471,814 -46.6%
$6,829.879 $7,181,305 $7,786,867 8.4%
$7,132,675 $8,985,831  $7,385,138 -17.8%
$539,328 $100,770 $112,014 0.0%
$4,000,000 $112,014 $112,014 0.0%
$101,905 $25,000 $22,100 -11.6%
$94,563 $97,500 $92,000 -5.6%
$5,728,892 $5,722,000  $6,200,000 8.4%
$5,727,197 $5,722,000  $6,200,000 8.4%
$86,304 $80,000 $80,000 0.0%
$57,287 $80,000 $80,000 0.0%
$2,420,917 $2,600,000  $3,500,000 34.6%
$2,351,635 $2,600,000  $3,500,000 34.6%
$1,388,135 $2,530,000  $2,135,000 -15.6%
$1,016,597 $2,530,000  $2,135,000 -15.6%
$19,869 $20,000 $25,000 25.0%
$16,785 $20,000 $20,000 0.0%
$118,926 $94,000 $120,000 27.7%
$13,667 $429,418 $115,110 -73.2%
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Unrestricted General Fund Highlights
2017-2018 Final Budget

Revenues:

Total Unrestricted General Fund revenue budgeted for 2017-18 is $40,306,913. This includes $800,000 in
additional state funding as proposed in the Governor’s State Budget.

e Apportionment - The largest source of unrestricted revenue is referred to as Apportionment and is
based on the size of a college. Apportionment funds are received from student registration fees, local
property taxes, and state. Apportionment includes a basic allocation (based on the college structure -
single/multiple campus, centers, and size of each) and workload (FTES - credit and non-credit).
MPC’s 2016-17 P2 of 6,700 is being used to calculate a base Apportionment revenue of $38,112,620
for 2017-18 Final Budget. The projected apportionment assumes a COLA of 1.56%, additional
$800K to the base and no deficit coefficient.

e Additional State Funding based on Governor’s State Budget

o Ongoing - ~$800,000
= Base allocation increase — based on MPC FTES vs statewide FTES = ~$800,000

¢ Restoration and Growth — MPC assumes a $1.2M in partial restoration funding and no growth
funding.

e Part-Time Faculty Compensation — The District has budgeted at $188,801.

e Lottery — Funds received from the Lottery Commission are based on FTES, including non-resident
and apprenticeship. Lottery funds are budgeted at $856,604.

¢ Nonresident Fees — The non-resident fee revenue for 2017-18 is budgeted at $703,000. The new rate
adopted by the board for 2017-18 is the State average of $234 per unit, which is $23 more than the
MPC 2016-17 rate.

Expenses:

Total Unrestricted General Fund Expenses are budgeted at $40,306,913. Projections are included for all
known obligations and only mandated increases (contractual, fee increases, etc.) in expenses have been
added to the budget.

e Salaries - Total net salaries are budgeted at $21,735,537. Increases for required step and column
movement and longevity have been budgeted where appropriate, and turnover savings are reflected in
the totals.
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Fringe Benefits — Fringe benefits are shown in two categories: salary roll-up costs and medical

benefits.

Salary roll-up costs include retirement, Medicare, FICA, unemployment, and workers comp and total
31.931% for classified employees and 17.630% for academic employees. The employer rate for
STRS increased 1.85% from last year, and the PERS rate increased by 1.65%.

Employer rates for STRS and PERS are both expected to increase every year for the next several
years. The Legislature has set STRS rates to increase by a total of 10.22% and PERS rates to
increase 12.03% spread over the period from 2014-15 to 2020-21. Roll-up costs associated with
salary increases for required step and column movement and longevity increases have been budgeted.

Expenses for the District’s self-insured medical benefits are budgeted and recorded in the Self
Insurance Fund. Payments are made from the various operating accounts to the Self Insurance Fund
to cover the expenses. This Final Budget increases the medical rate by 5% from 2016-17.

Books and Supplies — This category is budgeted at $445,397 for 2017-18.

Services and Operating — Is at $6,276,079 for the 2017-18 FY.

1.

Utilities — Total utility expenses (electricity, natural gas, water, waste disposal and sewage)
are budgeted at $935,486. Telephone expenses are budgeted at $66,500. A decrease of
$13,600 from last fiscal year.

Risk Management (insurance) — The District is in a pool with other community colleges and is
self-insured for property and liability coverage. Property and liability is budgeted at
$243,466. Student accident insurance for athletes is budgeted at $70,474. (A budget for
student accident insurance is also included in the Restricted General Fund at $44,717.)

Instructional Service Agreements — $2,395,100 is budgeted for Instructional Service
Agreements (ISA.)

Travel — The conference attendance and related travel budget is $86,904 for 2017-18.

Legal Expenses — Legal is budgeted at $230,000.

Building Maintenance — Minor capital improvements is budgeted at $67,000.

Other Services & Expenses — The total budgets here are similar to last year.

Contingencies — Total general contingencies are $16,080, including: $6,580 for the
Superintendent/President, $8,000 total for vice presidents, $1,500 total for deans.

Capital Qutlay — This category is budgeted at $165,756.
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¢ Transfers - Transfers to other funds are budgeted at $169,583, the same as the prior year.

Child Development Fund $100,000
EOP&S $ 69,583

e Other - The District records the mandatory allocation of revenue generated by DSPS classes by
covering direct expenses totaling $424,921 in the Unrestricted General Fund.

Conclusion

Unrestricted General Fund Revenue and Expense budgets are balanced with no borrowing from other funds.

The Final Budget for 2017-18 was developed using the best information available at the time.
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Exhibit A
Unrestricted General Fund
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Self Insurance Fund
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Exhibit G
Worker Comp Fund
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Exhibit H
Other Post Employment
Benefit (OPEB) Fund
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Exhibit 1
Capital Projects Fund
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Exhibit J
Building Fund
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