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Management’s	Discussion	and	Analysis 
 
Seattle College District 

The following discussion and analysis provides an overview of the financial position and activities of 
the Seattle College District (the District) for the fiscal year ended June 30, 2014 (FY 2014).   

This overview provides readers with an objective analysis of the District’s financial performance for 
the year.  This discussion has been prepared by management and should be read in conjunction with 
the District’s financial statements and accompanying note disclosures. 

 
 
Reporting Entity 

Seattle College District is one of thirty public community and technical college districts in the state of 
Washington, providing comprehensive, open-door academic programs, workforce education, basic 
skills and community service educational programs to nearly 50,000 students.  The District confers 
applied baccalaureate degrees, associate degrees, certificates and high school diplomas.  The District 
was established in 1966 with the first college, Seattle Central College, and its primary purpose is to 
provide excellent, accessible educational opportunities to prepare our students for challenges that they 
will encounter in their future.  

The District’s main campuses are located in Seattle, Washington, a community of about 660,000 
residents.  The District is made up of three colleges – Seattle Central College, North Seattle College, 
and South Seattle College and has various other locations throughout the city.  The District is 
governed by a five-member Board of Trustees appointed by the governor of the state with the consent 
of the state Senate.  By statute, the Board of Trustees has full control of the District, except as 
otherwise provided by law. 

 
 
Using the Financial Statements 

The financial statements presented in this report encompass the District, the Colleges, and discretely 
presented component units.  The District’s financial statements include the Statement of Net Position; 
the Statement of Revenues, Expenses and Changes in Net Position, and the Statement of Cash Flows.  
The Statement of Net Position provides information about the District at a moment in time, at year-
end.  The Statement of Revenue, Expenses and Changes in Net Position and the Statement of Cash 
flows provide information about operations and activities over a period of time.  Together, these 
statements, along with the accompanying notes, provide a comprehensive way to assess the District’s 
financial health as a whole.  
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The Statement of Net Position and Statement of Revenues, Expenses and Changes in Net position are 
reported under the accrual basis of accounting where all of the current year’s revenues and expenses 
are taken into account regardless of when cash is received or payments are made.  Full accrual 
statements are intended to provide a view of the District’s financial position similar to that presented 
by most private-sector companies.  These financial statements are prepared in accordance with 
generally accepted accounting principles as prescribed by the Governmental Accounting Standards 
Board (GASB), which establishes standards for external financial reporting for public colleges and 
universities.  The full scope of the District’s activities is considered to be a single business-type 
activity and accordingly, is reported within a single column in the basic financial statements. 

 

Remainder of this page intentionally left blank. 
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Statement of Net Position 

The Statement of Net Position provides information about the District’s financial position, and 
presents the District’s assets, liabilities, and net assets at year-end and includes all assets and liabilities 
of the District.  A condensed comparison of the Statement of Net Position is as follows: 

Condensed Statement of Net Position 

June 30, 2014 

        

Assets                              FY 2014                              FY 2013 

   Current Assets & LT Investments   $                        110,278,286   $                          97,311,713

   Capital Assets   $                        187,114,725    $                        173,010.910 

   Total Assets   $                        297,393,011   $                        270,322,623 

Liabilities   

   Current Liabilities   $                          21,148,673  $                           20,612,268 

   Other Liabilities, non‐current   $                          19,853,828   $                           18,941,261 

   Total Liabilities   $                          41,002,501   $                           39,553,529 

   Total Net Position   $                        256,390,510   $                         230,769,094

Total Liabilities & Net Position   $                        297,393,011   $                         270,322,623 

 
Current assets consist primarily of cash, investments, various accounts receivables, bonds maturing in 
less than a year, and inventories. 

Non-current assets are primarily comprised of capital assets and increased by approximately $27M 
from FY 2013 to FY 2014. The majority of the increase is the result of the construction of the new 
Health Sciences and Student Resources Building for North Seattle College campus, the development 
of the new Maritime Academy for Seattle Central and the capitalization of Library materials that had 
been previously expensed. 
 
The balance of non-current assets consists of the long-term portion of certain investments and student 
loans receivable.   
 
Current liabilities include amounts payable to suppliers for goods and services, accrued payroll and 
related liabilities, the current portion of Certificate of Participation (COP) debt, deposits held for 
others and tuition that is paid in advance that is reported as unearned revenue.  Current liabilities can 
fluctuate from year to year depending on the timeliness of vendor invoices and resulting vendor 
payments, especially in the area of capital assets and improvements.  The increase of 2.6% in current 
liabilities from FY 2013 to FY 2014 is caused by the timing difference between the accrual and 
payment of invoices.  
 
Non-current liabilities primarily consist of the value of vacation and sick leave earned but not yet used 
by employees and the long-term portion of Certificates of Participation debt.  The increase in non-
current liabilities of 4.8% in primarily attributed to the accrual of sick and vacation benefits that were 
earned during the year but will be paid at a future date.  
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Net position represents the value of the District’s assets and deferred outflows after liabilities and 
deferred inflows are deducted.  The District is required by accounting standards to report its net 
position in four categories: 
 

Net Investment in Capital – The College’s total investment in property, plant, equipment, and 
infrastructure net of accumulated depreciation and outstanding debt obligations related to those 
capital assets.  Changes in these balances are discussed above. 

 
Restricted:  

Non Expendable – The District’s balance in this area is $54,276.  
 
Expendable – resources the College is legally or contractually obligated to spend in 
accordance with restrictions placed by donor and/or external parties who have placed 
time or purpose restrictions on the use of the asset.  The District has no applicable 
assets in this area. 

 
Unrestricted – Includes all other assets not subject to externally imposed restrictions, but 
which may be designated or obligated for specific purposes by the Board of Trustees or 
management.  Prudent balances are maintained for use as working capital, as a reserve against 
emergencies and for other purposes, in accordance with policies established by the Board of 
Trustees.   
 

 
Condensed Statement of Net Position  

June 30,2014 

       FY 2014 
 

FY 2013 

Net Investment in Capital Assets   $           177,355,120    $           162,685,910  

Restricted for:      

        Nonexpendable   $                     54,246    $                    122,060  

        Expendable   $                               ‐      $                               ‐    

             Student Loans   $                    398,375    $                    714,683  

Unrestricted   $              78,582,739    $              67,246,441  

   Total Net Position   $           256,390,510    $           230,769,094  

       

  Total Liabilities and Net Position                 297,393,011                 270,322,623  

 
 

Please see the Notes to the Financial Statements for additional information. 
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Statement of Revenues, Expenses and Changes in Net Position 

The Statement of Revenues, Expenses and Changes in Net Position accounts for the District’s changes  

in total net position during FY 2014.  The objective of the statement is to present the revenues 
received, both operating and non-operating, and the expenses paid by the District, along with any other 
revenue, expenses, gains and losses of the District.   

Generally, operating revenues are earned by the District in exchange for providing goods and services.  
Tuition and grants and contracts are included in this category.  In contrast, non-operating revenues 
include monies the college receives from another government without directly giving equal value to 
that government in return.  Accounting standards require that the District categorize state operating 
appropriations and Pell Grants as non-operating revenues. 

Operating expenses are expenses incurred in the normal operation of the District, including 
depreciation on property and equipment assets.  When operating revenues, excluding state 
appropriations and Pell Grants, are measured against operating expenses, the District shows an 
operating loss of $64.7M.  The operating loss is reflective of the external funding necessary to keep 
tuition lower than the cost of the services provided. 

A condensed statement of revenues, expense and changes in net position is presented below.   

Condensed Statement of Revenues, Expenses and    

Changes in Net Position      

For the Year Ended June 30, 2014   

                      FY 2014                       FY 2013 

Operating Revenues           109,487,803  109,607,433

Operating Expenses           174,158,738  167,935,515

Operating income (loss)           (64,670,935) (58,328,085)

Non‐Operating Revenues             79,888,700 73,412,064

Non‐Operating Expenses                   6,286,051  5,591,816

   Income or (loss) before Capital Appropriations             8,931,716  9,492,165

   Capital Appropriations             15,520,034  19,874,779

Increase (Decrease) in Net Position             24,451,750  29,366,944

       

Net Position   

   Net position, beginning of year  230,769,094    201,402,150

  Prior period Adjustment  1,169,666

   Net position, end of year           256,390,510  230,769,094

 
The Prior period adjustment of $1,169,666 resulted from an un-recorded receivable from the State of 
Washington in fiscal year 1213. 
 
Please see the Notes to the Financial Statements for additional information. 
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Revenues 
The state of Washington appropriates funds to the community college system as a whole.  The State 
Board for Community and Technical Colleges (SBCTC) then allocates monies to each college.   
Since 2009, the Legislature and SBCTC instituted increases in tuition rates to partially offset the 
reduction in state appropriations.  For FY2014, the College attempted to keep other fees as stable  
as possible, resulting in only small changes in these revenues. Although enrollments was slightly 
down year over year, the District’s tuition and fee revenue increased due primarily to a growing 
international student population.  In addition, the District serves some students and offers some
programs on a fee-only basis, as allowed by law.  

In FY 2014, Tuition & Fees increased while grant and contract annual revenues decreased when 
compared with FY 2013.  This primary driver of these year over year changes was caused by a one-
time reclassification of International Student tuition from contracts to regular tuition in the amount of 
$3.5 million.  

Auxiliary enterprise sales fell sharply year over year by $2.7 million.  The primary cause of the year 
over year decrease was a one-time sale of a boat from the Maritime program that yielded $2.4 million 
in FY 2012-13. 

Key grants for this FY include a focus on student success programs with key funding by the Bill and 
Melinda Gates Foundation, the Federal Department of Education, and others.  Another key funding 
area is in grants from the Federal National Science Foundation for STEM (science, technology, 
engineering and math) programs. 

The District receives capital spending authority on a biennial basis from the State and may carry 
unexpended amounts forward into one or two future biennia, depending on the original purpose of the 
funding.  In accordance with accounting standards, the amount shown as capital appropriation revenue 
on the financial statement is the amount expended in the current year.  Expenditures from capital 
project funds that do not meet accounting standards for capitalization are reported as operating 
expenses.  Those expenditures that meet the capitalization standard are recorded as an asset on the 
Statement of Net Position and are allocate as depreciation expense over the expected useful lifetime of 
the asset. 

Pell Grant Revenue increased marginally year over year from $15.6 Million in FY 2012-13 to $15.9 
million in FY 2013-14.  Investment income fell $62K year over year as bonds purchased to replace 
maturing Bonds tended to have a lower interest rate than the ones that they were replacing.  Capital 
appropriations fell by $4.3 million as much of the initial expenditures for the new buildings at Seattle 
North College was during FY 2012-13.  Please see the Notes to the Financial Statements for additional 
information. 
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Expenses 

The District has continuously sought opportunities to identify savings and to implement operating 
efficiencies strategies in response to the lower budget allocations. Over time, the District decreased 
spending and services and was subject to various state spending freezes and employee salary 
reductions. 

More recently, in FY 2013-14, salary and benefit costs increased as result of adding positions to focus 
specifically on student success initiatives, having to compete in the job market in order to replace 
retiring or exiting exempt employees, an increase in the number of Applied Bachelor’s programs 
resulting in more full-time faculty positions, and other similar changes. 

Total Operating Expenses for FY 1314 were $174.2 million, an increase of $6.2 million over the 
$168.0 million reported in FY 1213.  The primary drivers for the year over year increase in operating 
expenses were salaries, wages & benefits that increased $6.5 million year over year.    

Please see the Notes to the Financial Statements for additional information.  
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Comparison of Selected Operating Expenses by Function 

The chart below shows the percentage of each functional area of operating expenses for FY 2013-14.  

 

FY 2014 Expenses by Functional Type 
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Statement of Cash Flows 

The Statement of Cash Flows gives a general picture of where the District obtains and spends its cash 
and cash equivalents.  The statement gives detailed information about cash flows related to four 
different types of activities within the institution. 

The first section shows cash received and spent on the operations of the District.  Since tuition and 
fees and other operating revenue alone do not normally cover the operating costs of a public higher 
education institution, this section can be expected to show more cash used than provided. 

The second section shows cash received and spent on non-capital financing activities of the District.  
Here the college reports cash from state appropriations and cash related to federally-funded Pell 
grants.  This section also includes any activity that cannot be reported in one of the other sections. 

The third section shows cash received and spent on capital and related financing activities.  This 
includes state capital appropriations for major projects, minor works and repairs.  It also includes cash 
proceeds, loan origination costs, interest and principal payments related to Certificates of Participation.  
Since colleges within the District periodically use local funds to supplement these sources, it is not 
unusual for this section to show more cash used than provided. 

The fourth section shows cash received and spent on investing activities, including the purchase and 
sale of investment instruments, interest earnings and realized gains or losses from investments. 

Next, the statement shows how the current year’s change in cash combined with the prior year’s cash 
balance results in the ending cash and cash equivalents balance shown on the District’s Statement of 
Net Position.  Finally, the statement includes a detailed reconciliation of operating activity only, 
between the operating loss shown as a subtotal on the Statement of Revenues, Expenses and Changes 
in Net Position and the net cash used by operating activities shown on the Cash Flow Statement. 

A condensed statement of cash flows is presented below.   
 Condensed Statement of Cash Flows 

 

      

For the Years Ending June 30, 2014 & 2013   

                      FY 2013‐14                       FY 2012‐13 

Operating Activities           (60,290,282)  (52,295,943)

Non‐Capital Financing Activities           75,854,917  70,702,234

Capital Financing Activities             (7,439,433) (5,610,356)

Adjustment Figures   0  (2,600)

Investing Activities  (4,630,997) (5,599,502)

   

   Net Change in Cash             3,494,207  7,193,832

   Cash Beginning of Year             52,069,236  44,875,405

Cash and Cash Equivalents at end of the year             $55,563,443  $52,069.236
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The College’s cash and cash equivalents at June 30th increased by $3,494,207 in FY 2013-14.  Primary 
contributing factors include increases in tuition rates, along with corresponding effects on scholarship 
and Pell grant revenues, growth in international student programs, a state-mandated temporary 
reduction in amounts paid to employees, decreases in state appropriations, significant increases to 
capital spending as a result of a new major project for the Opportunity Center for Education and 
Employment Building on the North Seattle College campus.  Please see the Notes to the Financial 
Statements for additional information. 

Capital Assets and Long-Term Debt Activities 

The community and technical college system submits a single prioritized request to the Office of 
Financial Management and the Legislature for appropriated capital funds, which includes major 
projects, minor projects, repairs, emergency funds, alternative financing and major leases.  The 
primary funding source for college capital projects is state general obligation bonds.  In recent years, 
declining state revenues significantly reduced the state’s debt capacity and are expected to continue to 
impact the number of new projects that can be financed.  In addition, North Seattle College has one of 
four community college projects that were funded through a Certificate of Participation (COP) against 
which system–wide building fee monies were pledged.     

At June 30, 2014, the College had invested $187,114,725 in capital assets, net of accumulated 
depreciation.  Please see the Notes to the Financial Statements for additional information. 
 

 
 

The increase in net capital assets can be attributed to the construction of the Health Sciences and 
Student Resources Building on the North Seattle College campus.   
At June 30, 2014, the College had $9,795,000 in outstanding debt. The College carries two Certificates 
of Participation (COP) for the Opportunity Center for Education and Employment Building on the 
North Seattle College campus and the Seattle Central College building at 1515 Broadway. 
   

June 30, 2014

Certificates of Participation $9,795,000
Capital Leases

Total $9,795,000  
 
Please see the Notes to the Financial Statements for additional information.  
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Economic Factors That Will Affect the Future 
 

The Seattle area has seen remarkable economic growth over the past few years.  One of the results of 
this growing economy is a changing demographic of the citizens in the community. The economy of 
Seattle has attracted many people from outside the area to relocate in the city limits. A significant 
majority of these new residents arrive to the City having already attained a college degree and even 
additional post graduate degrees.  This strong economic growth in Seattle along with the influx of new 
residents has also pushed the cost of housing, both in ownership and rent, beyond the means of many 
of our traditional market of community college students to afford.  These macro-economic factors 
factor along with the influx of new residents with higher education credentials already achieved is 
resulting in a smaller pool of students to whom a two-year community college degree is both 
affordable and achievable. 

Another factor affecting the future of Seattle Colleges is the State Board of Community & Technical 
Colleges (SBCTC) has proposed a new budget model for allocating funds to each college throughout 
the State for fiscal year 16-17 forward.  Our initial assessment of this new budget allocation model 
from SBCTC is that the Seattle Colleges will be receiving several million dollars less in allocated 
funds from the State of Washington over the next 5 years than under the current budget allocation 
model. We have communicated with the State Board of Community & Technical Colleges that there 
does not appear to be a cost adjustment component for colleges in higher cost of living areas, such as 
Seattle, in determining how funds are allocated to each college throughout the State. We disagree with 
several concepts of the new allocation model from SBCTC that does not recognize that the structural 
cost of operating a college in what is presently the fastest growing urban area of the United States, will 
be significantly higher than the cost of operating a college in the outlying suburban and rural areas of 
Washington State.   
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INDEPENDENT AUDITOR’S REPORT ON 
FINANCIAL STATEMENTS 

 
Seattle Colleges 

July 1, 2012 through June 30, 2014 
 

Board of Trustees 
Seattle Colleges 
Seattle, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the financial stat ements of the business-ty pe activities and the aggregate discretely  presented 
component units of the Seattle Colleges, King County, Washington, as of and for the years ended June 30, 2014 
and 201 3, an d the related notes to the financial statements, whi ch collectively comprise t he College’ s basic 
financial statements.  

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 misstatement, whether due to fraud or error. 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audits.  We did not audit the 
financial statements of the Foundations for Seattle Community Colleges, the Seattle Central Community College 
Foundation, the North Seattle Community College Foundation, the North Seattle Community College Education 
Fund, and the South Seattle Community Col lege Foundation, which represent s 100 percent of the assets, net 
position and revenues of the aggregate discretely presented component units.  Those statements were audited by 
other auditors, whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included 
for the Foundations for Seattle Community Colleges, the Seattle Central Community College Foundation, the  
North Seattle Community College Foundation, the North Seattle Community College Education Fund, and the 
South Seattle Community College Foundation, is based solely on the report of the other auditors.  We conducted 
our audits in accordance with auditing standards gene rally 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.  Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statements are free from material misstatement. The financial statements 
of the Foundations for Seattle Community Colleges, th e Seattle Central Community College Foundation, the  
North Seattle Community College Foundation, the North Seattle Community College Education Fund, and the 
South Seattle Community College Foundation, were not audited in accordance with Government Auditing 
Standards. 

An audit in volves 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  
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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 College’s preparation and fair presentation of the financial 
statements in order to design audit proce dures that are appropriate in the circu mstances, but not for the purpose 
of expressing an opinion on the effectiveness of the College’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 w ell as evaluating the overall presentation of the  
financial statements. 

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

Opinion 

In our opinion, based on our audit and the report of the other auditors, the financial statements referred to above 
present fairly, in all material respect s, t he financia l position of the business-type activities and the aggregate 
discretely presented component units of the Seattle Colleges, as of June 30, 2014 and 2013, and the changes in 
financial position and cash flows thereof for the years then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Matters of Emphasis  

As discussed in Note 1, the financial statements of the Seattle Colleges, an agency of the state of Washington, are 
intended to present the financial position, and the changes in financial position, and where applicable, cash flows 
of only the respective portion of the activities of the state of Washington that is attributable to the transactions of 
the College and its aggregate discretely  presented component units.  They do not purport to, and do not, present 
fairly the financial position of the state of Washington as of June 30, 2014 and 2013, the changes in its financial 
position, or where applicable, its cash flows for the year then ended in conf ormity with accounting principles 
generally accepted in the United States of America.  Our opinion is not modified with respect to this matter.   

Other Matters 

Required Supplementary Information 

Accounting principles generally  accepted in the United States of America require that the management’s 
discussion and analysis 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 inf ormation in accordance with aud iting 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.  

Supplementary and Other Information 

Our audits were conducted for the purpose of forming opinions on t he financial statements that collectively 
comprise the College’s basic financial statements as a whole.  The individual College Campus Statement of Net 
Position and  
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Individual College Campus Statement of Revenues, Expenses, and Changes in Net Position are presented for 
purposes of additional analysis and are not a required  part of the basic financial statements.  Such information has 
not been subjected to the auditing procedures applied in the audit of the basic financial statements and, 
accordingly, we do not express and an opinion or provide any assurance on it. 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated June 9, 2016 on our 
consideration of the Colle ge’s internal control over financial reporting and on our tests of  its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters.  The purpose of that  
report is 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 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 College’s internal control over financial reporting and compliance. 

 
 
TROY KELLEY 

STATE AUDITOR 

OLYMPIA, WA 

 

June 9, 2016 
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College	Statement	of	Net	Position	
 

 
 
 
 

Assets

Current Assets 2014 2013

Cash and cash equivalents 55,563,442          52,069,236         

Short‐term investments ‐                         8,000,000           

Accounts Receivable 11,848,048          7,198,221           

Interest Receivable 26,123                  10,097                 

Inventories 54,276                  122,060               

Total Current Assets 67,491,889          67,399,614         

Non‐Current Assets

Long‐term investments 42,388,022          29,197,415         

Student Loans Receivable 398,375                714,683               

Non depreciable capital assets 69,722,818          50,484,442         

Capital assets, net of depreciation 117,391,907        122,526,468       

Total Non‐Current Assets 229,901,122        202,923,009       

Total Assets 297,393,011        270,322,623       

Liabilities

Current Liabilities

Accounts Payable 2,514,046            2,051,640           

Accrued Liabilities 5,084,565            4,626,602           

Compensated absences 2,066                     2,016                    

Deposits Payable 591,486                601,794               

Unearned Revenue 12,411,510          12,800,215         

Certificates of Participation Payable 545,000                530,000               

Total Current Liabilities 21,148,673          20,612,268         

Noncurrent Liabilities

Compensated Absences 10,603,828          9,146,261           

Certificates of Participation Payable 9,250,000            9,795,000           

Total Non‐Current Liabilities 19,853,828          18,941,261         

Total Liabilities 41,002,501          39,553,529         

Net Position

Net Investment in Capital Assets 177,355,120        162,685,910       

Restricted for:

     Nonexpendable 54,276                  122,060               

     Expendable

          Student Loans 398,375                714,683               

Unrestricted 78,582,739          67,246,441         

Total Net Position 256,390,510        230,769,094       

Total Liabilities and Net Position 297,393,011        270,322,623       

Seattle Colleges

Statement of Net Position

June 30, 2014 and 2013

See the accompanying notes which are an integral part of these financial statements.
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College	Statement	of	Revenues,	Expenditures	and	Changes	in	Net	Position	
 

 
 
 
 
 

Operating Revenues 2014 2013

Student tuition and fees, net 57,745,382      52,709,472              

Auxiliary enterprise sales 8,851,145         11,520,066              

State and local grants and contracts 33,870,091      33,511,079              

Federal grants and contracts 7,554,604         10,115,332              

Other operating revenues 1,466,581         1,751,484                

Total Operating Revenue 109,487,803    109,607,433           

Operating Expenses

Operating Expenses 11,934,141      15,476,428              

Salaries and wages 95,793,942      90,258,901              

Benefits 30,100,762      28,456,696              

Scholarships and fellowships 14,247,488      13,270,879              

Supplies and materials 9,009,480         7,772,174                

Depreciation 5,538,025         5,738,262                

Purchased services 4,022,686         3,492,521                

Utilities 3,512,214         3,469,657                

Total Operating Expenses 174,158,738    167,935,518           

Operating Income (Loss) (64,670,935)     (58,328,085)            

Non‐Operating Revenues

State appropriations 63,562,823      57,410,802              

Federal Pell grant revenue 15,948,106      15,561,562              

Investment income, gains and losses 377,771            439,700                    

Net Non‐Operating Revenues 79,888,700      73,412,064              

Non‐Operating Expenses

Interest on indebtedness 389,506            402,103                    

Building and innovation fee 5,896,545         5,189,713                

Net Non‐Operating Expenses 6,286,051         5,591,816                

Income or (loss) before capital appropriations 8,931,716         9,492,165                

Capital Revenues

Capital appropriations 15,520,034      19,874,779              

Increase (Decrease) In Net Position 24,451,750      29,366,944              

Net Position

Net position, beginning of year 230,769,094    201,402,150           

Prior Period Adjustment ‐ Unrecorded Receivable from State of Washington 1,169,666         ‐                                 

Net position, beginning as restated 231,938,760    ‐                                 

Net position, end of year 256,390,510    230,769,094           

Seattle Colleges

Statement of Revenues, Expenses and Changes in Net Position

For the Years Ended June 30, 2014 and 2013

See the accompanying notes which are an integral part of these financial statements.
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College	Statement	of	Cash	Flows	
	

 

Cash flow from operating activities 2014 2013
Student tuition and fees 57,569,527 54,407,912
Grants  and contracts 41,369,014 43,184,389
Payments  to vendors (24,319,814) (27,502,795)
Payments  for util ities (3,349,107) (3,509,500)
Payments  to employees (95,660,028) (90,599,414)
Payments  for benefits (30,382,170) (28,466,012)
Auxiliary enterprise sales 7,988,484 11,485,838
Payments  for scholarships  and fellowships (14,247,488) (13,270,879)
Loans  issued to students  and employees 316,308 ‐                      
Collection of loans to students  and employees ‐                       559
Other receipts (payments) 424,992 1,973,959

Net cash used by operating activities (60,290,282) (52,295,943)

Cash flow from noncapital financing activities
State appropriations 59,906,811 55,140,672
Pell  grants 15,948,106 15,561,562

Net cash provided by noncapital  financing activities 75,854,917 70,702,234

Cash flow from capital and related financing activities
Capital  appropriations 11,711,245 15,978,022
Purchases  of capital  assets (18,231,172) (20,641,149)
Principal  paid on capital  debt (530,000) (545,125)
Interest paid (389,506) (402,104)

Net cash used by capital  and related financing activities (7,439,433) (5,610,356)

Cash flow from investing activities
Purchase of investments (5,008,768) (26,268,796)
Proceeds  from sales  and maturities  of investments ‐                       20,237,760
Income of investments 377,771 431,534

Net cash provided by investing activities (4,630,997) (5,599,502)

Increase in cash and cash equivalents 3,494,206 7,193,831

Cash and cash equivalents at the beginning of the year 52,069,236 44,875,405

Cash and cash equivalents at the end of the year 55,563,442 52,069,236

Reconcil iation of Operating Loss  to Net Cash used by Operating Activities

Operating Loss (64,670,935) (58,328,085)

Adjustments to reconcile net loss to net cash used by operating activities

Depreciation expense 5,538,025 5,738,262

Changes in assets and liabilities

  Receivables  , net (1,737,338) (220,623)
  Inventories 67,784 12,932
  Other assets 565 426
  Accounts payable 462,406 (772,850)
  Accrued l iabil ities 457,963 (495,614)
  Unearned revenue (388,705) 1,664,863
  Compensated absences (326,046) 104,188
  Deposits payable (10,309) ‐                      
  Loans  to students and employees 316,308 559

Net cash used by operating activities (60,290,282) (52,295,943)

Seattle Colleges
Statement of Cash Flows

For the Years Ended June 30, 2014 and 2013

See the accompanying notes  which are an integral  part of these financial  statements. 23
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Notes	to	the	Financial	Statements	
June 30, 2014 
These notes form an integral part of these financial statements. 
 
1. Summary of Significant Accounting Policies 
 
 
Financial Reporting Entity 
 
Seattle Colleges is a District of three comprehensive community colleges and one technical institute 
offering open-door academic programs, workforce education, basic skills, and community services. 
The Colleges confer applied baccalaureate, associates degrees, certificates and high school diplomas.  
It is governed by a five-member Board of Trustees appointed by the Governor and confirmed by the 
state Senate. 
 
The Colleges are an agency of the State of Washington.  The financial activity of the colleges is 
included in the State’s Comprehensive Annual Financial Report. 
 
The Foundation for the Seattle Colleges, The Seattle Central Community College Foundation, The 
North Seattle Community College Education Fund, The North Seattle Community College 
Foundation, and The South Seattle College Foundation are separate but affiliated non-profit entities, 
incorporated under Washington law and recognized as tax exempt 501(c) (3) charities.  The 
Foundations’ charitable purposes are to raise funds for student support.  Because the majority of the 
Foundations’ income and resources are restricted by donors and may only be used for the benefit of 
the colleges or the colleges’ students, each Foundation is considered a discrete component unit based 
on the criteria contained in Governmental Accounting Standards Board (GASB) Statement Nos. 61, 39 
and 14.  A discrete component unit is an entity which is legally separate from the College, but has the 
potential to provide significant financial benefits to the College or whose relationship with the College 
is such that excluding it would cause the College’s financial statements to be misleading or 
incomplete. 
 
The Foundation financial statements are discretely presented in this report.  Intra-entity transactions 
and balances between the College and the Foundation are not eliminated for financial statement 
presentation.  A copy of the Foundation’s complete financial statements may be obtained from the 
Foundations Administrative Offices at: 
 
The Foundation for Seattle Community Colleges 
Associate Vice Chancellor for Advancement 
Executive Director
206.934.3227  
 
Seattle Central Community College Foundation 
Executive Director
206.934.5490 
 
North Seattle College Foundation
Executive Director,  
206.934.5661 
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South Seattle College Foundation
Associate Vice President of College Relations & Advancement 
206.934.5141 
 
 
Basis of Presentation 
 
The college follows all GASB pronouncements.  The financial statements have been prepared in 
accordance with GASB Statement No. 34, Basic Financial Statements and Management Discussion 
and Analysis for State and Local Governments as amended by GASB Statement No. 35, Basic 
Financial Statements and Management Discussion and Analysis for Public Colleges and Universities.  
For financial reporting purposes, the College is considered a special-purpose government engaged 
only in Business Type Activities (BTA).  In accordance with BTA reporting, the College presents a 
Management’s Discussion and Analysis; a Statement of Net Position; a Statement of Revenues, 
Expenses and Changes in Net Position; a Statement of Cash Flows; and Notes to the Financial 
Statements.  The format provides a comprehensive, entity-wide perspective of the college’s assets, 
deferred inflows, liabilities, deferred outflows, net position, revenues, expenses, changes in net 
position and cash flows.   
 
 
New Accounting Pronouncements 

In April 2013, the GASB issued Statement No. 70, Accounting and Financial Reporting for Non-
exchange Financial Guarantees, which improves recognition, measurement and disclosure guidance 
for state and local governments that have extended or received financial guarantees that are non-
exchange transactions. The Colleges are not a party in any non-exchange financial guarantees. 

 
Basis of Accounting 
 
The financial statements of the Colleges have been prepared using the economic resources 
measurement focus and the accrual basis of accounting.  Under the accrual basis, revenues are 
recognized when earned and expenses are recorded when an obligation has been incurred, regardless 
of the timing of the cash flows. 
 
Non-exchange transactions, in which the College receives (or gives) value without directly giving (or 
receiving) equal value in exchange includes state and federal appropriations, and certain grants and 
donations.  Revenues are recognized, net of estimated uncollectible amounts, as soon as all eligibility 
requirements imposed by the provider have been met, if probable of collection.   
 
The preparation of 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 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date 
of the financial statements and the reported amounts of revenue and expenses during the reporting 
period.  Actual results could differ from those estimates. 
 
During the course of operations, numerous transactions occur between funds for goods provided and 
services rendered.  For the financial statements, inter-fund receivables and payables have generally 
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 been eliminated.  However, revenues and expenses from the College’s auxiliary enterprises are treated 
as though the College were dealing with private vendors.  For all other funds, transactions that are 
reimbursements of expenses are recorded as reductions of expense.  
 
 
Cash, Cash Equivalents and Investments 
 
Cash and cash equivalents include cash on hand, bank demand deposits, and deposits with the 
Washington State Local Government Investment Pool (LGIP).  Cash in the investment portfolio is not 
included in cash and cash equivalents as it is held for investing purposes.  Cash and cash equivalents 
that are held with the intent to fund College operations are classified as current assets along with 
operating funds invested in the LGIP. The College records all cash, cash equivalent, and investments 
at amortized cost, which approximates fair value.  
 
The College combines unrestricted cash operating funds from all departments into an internal 
investment pool. The internal investment pool is comprised of cash, cash equivalents, and U.S. 
Government Bonds.   
 
 
Accounts Receivable 
 
Accounts receivable consists of tuition and fee charges to students and auxiliary enterprise services 
provided to students, faculty, staff, and community members. This also includes amounts due from 
federal, state and local governments or private sources as allowed under the terms of grants and 
contracts. Accounts receivable are shown net of estimated uncollectible amounts. 
 
 
Inventories 
 
Inventories, consisting primarily of merchandise for resale in the college food and beverage services, 
cosmetology, and greenhouse course-related supplies, are valued at cost using the FIFO method of 
valuation. 
 
 
Capital Assets 
 
In accordance with state law, capital assets constructed with state funds are owned by the State of 
Washington.  Property titles are shown accordingly.  However, responsibility for managing the assets 
rests with the College.  As a result, the assets are included in the financial statements because 
excluding them would have been misleading to the reader.   
 
Land, buildings and equipment are recorded at cost, or if acquired by gift, at fair market value at the 
date of the gift.  Capital additions, replacements and major renovations are capitalized.  The value of 
assets constructed includes all material direct and indirect construction costs.  Any interest costs 
incurred are capitalized during the period of construction.  Routine repairs and maintenance are 
charged to operating expense in the year in which the expense was incurred. In accordance with the 
state capitalization policy, only equipment with a unit cost of $5,000 or greater is capitalized.  
Depreciation is computed using the straight line method over the estimated useful lives of the assets,  
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generally 15 to 50 years for buildings and components, 10 to 25 years for infrastructure and land 
improvements, 7 years for library resources and 5 to 7 years for equipment. 
 
In accordance with GASB Statement 42, the college reviews assets for impairment whenever events or 
changes in circumstances have indicated that the carrying amount of its assets might not be 
recoverable.  Impaired assets are reported at the lower of cost or fair value.  At June 30, 2014, no 
assets had been written down. 
 
 
Unearned Revenues 
 
Unearned revenues occur when funds have been collected prior to the end of the fiscal year but related 
to the subsequent fiscal year.  The College has recorded summer quarter tuition and fees, housing 
deposits and advanced grant proceeds as unearned revenues. 
 
 

Tax Exemption 
 
The College is a tax-exempt organization under the provisions of Section 115 (1) of the Internal 
Revenue Code and is exempt from federal income taxes on related income. 
 
 
Net Position 
 
The College’s net position is classified as follows. 

 Net Investment in Capital Assets. This represents the College’s total investment in capital 
assets, net of outstanding debt obligations related to those capital assets. 

 Restricted for Nonexpendable. This consists of endowment and similar type funds for which 
donors or other outside sources have stipulated as a condition of the gift instrument that the 
principal is to be maintained inviolate and in perpetuity and invested for the purpose of 
producing present and future income which may either be expended or added to the principle. 

 Restricted for Loans. The loan funds are established for the explicit purpose of providing 
student support as prescribed by statute or granting authority.   

 Restricted for Expendable. These include resources the College is legally or contractually 
obligated to spend in accordance with restrictions imposed by third parties. 

 Unrestricted. These represent resources derived from student tuition and fees, and sales and 
services of educational departments and auxiliary enterprises. 

 
 
Classification of Revenues 
 
The College has classified its revenues as either operating or non-operating revenues according to the 
following criteria: 
 
Operating Revenues. This includes activities that have the characteristics of exchange transactions 
such as (1) student tuition and fees, net of waivers and scholarship discounts and allowances, (2) sales 
and services of auxiliary enterprises and (3) most federal, state and local grants and contracts. 
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Non-operating Revenues. This includes activities that have the characteristics of non-exchange 
transactions, such as gifts and contributions, state appropriations and investment income. 
 
 
Scholarship Discounts and Allowances 
 
Student tuition and fee revenues, and certain other revenues from students, are reported net of 
Scholarship discounts and allowances in the Statements of Revenues, Expenses and Changes in 
Net Position.  Scholarship discounts and allowances are the difference between the stated charge for 
goods and services provided by the College, and the amount that is paid by students and/or third 
parties making payments on the students’ behalf.  Certain governmental grants, such as Pell grants, 
and other Federal, State or non-governmental programs are recorded as either operating or non-
operating revenues in the College’s financial statements.  To the extent that revenues from such 
programs are used to satisfy tuition and fees and other student charges, the College has recorded a 
scholarship discount and allowance. Discounts and allowances for the year ending June 30, 2014 are 
$28,727,821. 
 

Central North South Total

13,040,914$   7,349,582$         8,337,324$       28,727,821$              

Table 1: Scholarship Allowances and Tuition Discounts by Campus

 
 
 
State Appropriations 
 
The state of Washington appropriates funds to the College on both an annual and biennial basis. These 
revenues are reported as non-operating revenues on the Statements of Revenues, Expenses, and 
Changes in Net Position, and recognized as such when the related expenses are incurred.   
 
 
Operating Revenues/Expenses  
 
Operating revenues consist of tuition and fees, grants and contracts, sales and service of educational 
activities and auxiliary enterprise revenues.  Operating expenses include salaries, wages, fringe 
benefits, utilities, supplies and materials, purchased services, and depreciation. All other revenue and 
expenses of the College are reported as non-operating revenues and expenses including state general 
appropriations, Federal Pell grant revenues, investment income and interest expense. 
 
 
2. Cash and Investments 
 
Cash and cash equivalents include bank demand deposits, petty cash held at the College and unit 
shares in the Local Government Investment Pool (LGIP).  The LGIP is comparable to a Rule 2a-7 
money market fund recognized by the Securities and Exchange Commission (17 CFR 270.2a-7).  Rule 
2a-7 funds are limited to high quality obligations with limited maximum and average maturities, the 
effect of which is to minimize both the market and credit risk.  The LGIP is an unrated investment 
pool.   
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As of June 30, 2014, the carrying amount of the College’s cash and equivalents was $55,563,442 as 
represented in the table below. 
 

Table 2: Cash and Cash Equivalents June 30, 2014

Petty Cash and Change Funds $27,445
Bank Demand and Time Deposits $4,983,486
Local Government Investment Pool $50,552,511
Total Cash and Cash Equivalents $55,563,442  

 
 
Investments consist of investments in government bonds.   
 

Table 3: Investment Maturities Fair Value
One Year 
or Less 1 - 4 Years

6 - 10 
Years

10 or 
More 
Years

Bonds $42,388,022 0 42,388,022
Other
Total Investments $42,388,022 0 42,388,022 0 0  

 

Custodial Credit Risks—Deposits 
 
Custodial credit risk for bank demand deposits is the risk that in the event of a bank failure, the 
College’s deposits may not be returned to it. The majority of the College’s demand deposits are with 
the Bank of America.  All cash and equivalents, except for change funds and petty cash held by the 
College, are insured by the Federal Deposit Insurance Corporation (FDIC) or by collateral held by the 
Washington Public Deposit Protection Commission (PDPC). 
 
 
Interest Rate Risk—Investments 
 
The College manages its exposure to fair value losses resulting from changes in interest rates by 
structuring the entire portfolio time horizon.  Unless matched to a specific cash flow, the college 
generally will not directly invest in securities maturing more than five years from the date of purchase.   
 
 
 
 
 
Concentration of Credit Risk—Investments 
 
State law limits College operating investments to the highest quality sectors of the domestic fixed 
income market and specifically excludes corporate stocks, corporate and foreign bonds, futures 
contracts, commodities, real estate, limited partnerships and negotiable certificates of deposit. College 
policy does not limit the amount the College may invest in any one issuer. 
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Custodial Credit Risk—Investments 
 
Custodial credit risk for investments is the risk that in the event of the failure of the counterparty to a 
transaction, the College will not be able to recover the value of investment or collateral securities that 
are in the possession of an outside party. At June 30, 2014, $42,388,022 of the College’s operating 
fund investments, held by Union Bank in the bank’s name as agent for the College are exposed to 
custodial credit risk as follows. 
 

Table 4: Investments Exposed to Custodial Risk Fair Value

Bonds 42,388,022$      
-$                 

Total Investments Exposed to Custodial Risk 42,388,022$    
 
Investment Expenses 
 
Under implementation of GASB 35, investment income for the College is shown net of investment 
expenses. The investment expenses incurred for the fiscal year ended June 30, 2014 were $1,875. 
   
3. Accounts Receivable 
 
Accounts receivable consists of tuition and fee charges to students and auxiliary enterprise services 
provided to students, faculty, staff, and community members.  It also includes amounts due from 
federal, state and local governments or private sources in connection with reimbursements of 
allowable expenditures made according to sponsored agreements. At June 30, 2014, accounts 
receivable were as follows. 
 

Table 5: Accounts Receivable Amount

Student Tuition and Fees 819,085$             
Auxiliary Enterprises 1,925,044$           
Grants & Contracts 3,459,072$           
Due from State of Washington 2,749,081$           
Other 3,445,403$           
Subtotal 12,397,685$         
Less Allowance for Uncollectible Accounts (549,637)$            
Accounts Receivable, net 11,848,048$       

 
 
4. Loans Receivable 
 
Loans receivable as of June 30, 2014 consisted primarily of student loans, as follows.   

Table 6: Loans Receivable Amount

Loans to Students 398,375$             
Other Loans Receivable -$                    
Subtotal -$                    
Less Allowance for Uncollectible Accounts -$                    
Loans Receivable, net 398,375$            
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5. Inventories 
 
Inventories, stated at cost using the retail method, consisted of the following as of June 30, 2014. 
Included in consumable inventories are certain raw materials used in education programs that produce 
finished products that can be sold to the public. 
 

Table 7: Inventories Amount

Merchandise Inventories 54,276$                      
-$                           

Inventories 54,276$                     
 
 
6. Capital Assets 
 
A summary of the changes in capital assets for the year ended June 30, 2014 is presented as follows.  
The current year depreciation expense was $5,538,025. 
 
 
Table 8: Capital Assets

Beginning 
Balance

Additions/ 
Transfers

Retirements 
Ending 
Balance

Nondepreciable capital assets

Land 7,508,379$        7,508,379$        
Construction in progress 42,976,063 19,238,376 62,214,439

Total nondepreciable capital assets 50,484,442 19,238,376 69,722,818

Depreciable capital assets

Buildings 199,053,963 (129,295) (397,828) 198,526,840
Other improvements and infrastructure 747,843 246,046 993,889
Equipment 30,486,200 1,345,342 (2,372,214) 29,459,328
Library resources 10,019,620 163,848 10,183,469

Subtotal depreciable capital assets 240,307,626 1,625,941 (2,770,042) 239,163,526

Less accumulated depreciation

Buildings 86,475,147 3,946,458 (253,726) 90,167,879
Other improvements and infrastructure 741,987 9,467 751,454
Equipment 21,141,838 354,198 (89,343) 21,406,693
Library resources 9,422,186 23,406 9,445,593

Total accumulated depreciation 117,781,158 4,333,529 (343,069) 121,771,619

Total depreciable capital assets 122,526,468 (2,707,588) (2,426,973) 117,391,907

Capital assets, net of accumulated depreciation 173,010,910$  16,530,788$    (2,426,973)$     187,114,725$ 
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7. Accounts Payable and Accrued Liabilities 
 
At June 30, 2014, accrued liabilities are the following.  
 

Table 9: Accounts Payable and Accrued Liabilities Amount

Amounts Owed to Employees 2,751,336$               
Accounts and Short Term Loans Payable 5,985,827$               
Total 8,737,163$              

 
 
 
8. Unearned Revenue 
 
Unearned revenue is comprised of receipts which have not yet met revenue recognition criteria, as 
follows: 
 
 

Table 10:  Unearned Revenue Amount

Summer Quarter Tuition & Fees 5,580,755$             
Auxiliary Enterprises 1,893,826$             
Grants and Contracts 4,936,929              
Total Unearned Revenue 12,411,510$            

 
 
 
9. Risk Management 
 
The College, in accordance with state policy, pays unemployment claims on a pay-as-you-go basis.  
The college finances these costs by assessing all funds a monthly payroll expense for unemployment 
compensation for all employees. Payments made for claims from July 1, 2013 through June 30, 2014, 
were $316,850.  Cash reserves for unemployment compensation for all employees at June 30, 2014, 
were $298,843. 
 
The College purchases commercial property insurance through the master property program 
administered by the Department of Enterprise Services for buildings that were acquired with COP 
proceeds.  The policy has a deductible of $250,000 per occurrence and the policy limit is 
$500,000,000 per occurrence.  The college has had no claims in excess of the coverage amount within 
the past three years.  The College assumes its potential property losses for most other buildings and 
contents.  
 
The College participates in a State of Washington risk management self-insurance program, which 
covers its exposure to third party tort, general damage and vehicle claims. Premiums paid to the State 
are based on actuarially determined projections and include allowances for payments of both 
outstanding and current liabilities. Coverage is provided up to $10,000,000 for each claim with no 
deductible. The college has had no claims in excess of the coverage amount within the past three 
years. 
 
 45



 

 

SEATTLE  COLLEGES | 2014 Financial Report 
 

10. Compensated Absences 
 
At termination of employment, employees may receive cash payments for all accumulated vacation 
and compensatory time.  Employees who retire receive 25% of the value of their accumulated sick 
leave which they may receive as a cash payout or a credit to a Voluntary Employees’ Beneficiary 
Association (VEBA) account. On a yearly basis employees who are eligible to retire are solicited to 
vote whether or not to participate in the VEBA program. The vote is conducted for each Employee 
Group (Faculty, Exempt, and Classified Employees). If the majority of the vote is yes and the 
employee officially retires then the 25% sick leave balance is credited to the VEBA account, which 
can be used for future medical expenses and insurance purposes. If the vote is no then a cash payment 
is made to the employee at the time of retirement. The amounts of unpaid vacation and compensatory 
time accumulated by College employees are accrued when incurred. The sick leave liability is 
recorded as an actuarial estimate of one-fourth the total balance on the payroll records. The accrued 
vacation leave totaled $4,336,030 at June 30, 2014 and accrued sick leave totaled $6,267,798 at June 
30, 2014. 
 
Accrued annual and sick leave are categorized as non-current liabilities.  Compensatory time is 
categorized as a current liability since it must be used before other leave. 
 
 
11. Leases Payable 
 
The College has leases for classroom space, housing for international students, and office equipment 
with various vendors. These leases are classified as operating leases. As of June 30, 2014, the 
minimum lease payments under operating leases consist of the following. 
 

          Table 11 : Leases Payable 

 
 
 
 
 
 
 

Fiscal Year Operating Leases

2015 $654,848

2016 $138,662

2017 $33,344

2018 $13,438

2019

2020‐2024

2025‐2029

2030‐2034

2035‐2039

2040‐2044

Total  Minimum lease payments $840,292

Less  Amount Representing Interest

Net Present Value $840,292
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12. Notes Payable 
 
In June 2008, Seattle Central College obtained Financing in order to purchase the building at 1515 
Broadway in Seattle through certificates of participation (COP), issued by the Washington Office of 
State Treasurer (OST) in the amount of $2,801,381. The interest rate charged is 4.129%.  
 
 
In June 2010, North Seattle College obtained financing in order to build The Opportunity Center for 
Employment and Education, AKA Employee Resource Center Building, through certificates of 
participation (COP), issued by the Washington Office of State Treasurer (OST) in the amount of 
$9,375,000.  The interest rate charged is 4.05%.  
 
 
13. Annual Debt Service Requirements 
 
Future debt service requirements at June 30, 2014 are as follows. 
 
 

Fiscal year Principal Interest Total 

2015 545,000             377,094             922,094$           
2016 560,000             360,144             920,144$           
2017 580,000             342,569             922,569$           
2018 595,000             324,049             919,049$           
2019 615,000             304,531             919,531$           
2020-2024 3,220,000          1,169,269          4,389,269$        
2025-2029 3,000,000          555,975             3,555,975$        
2030-2034 680,000             30,600               710,600$           
2035-2039 -                     -$                   
2040-2044 -                     
Total 9,795,000        3,464,230        13,259,230     

Table 12: Annual Debt Service Requirements
Certificates of Participation

 
 
 
14. Schedule of Long Term Liabilities 
 
 

Table 13: Schedule of Long Term Debt

Balance 
outstanding 

6/30/13 Additions Reductions

Balance 
outstanding 

6/30/14
Current 
portion

Certificates of Participation 10,325,000 (530,000) 9,795,000 545,000 

Compensated Absences 9,146,261 1,457,567 10,603,828 

Total 19,471,261$       1,457,567$ (530,000)$       20,398,828$  545,000$     
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15. Pension Plans 
 
The College offers three contributory pension plans.  The Washington State Public Employees 
Retirement System (PERS) and Teachers Retirement System (TRS) plans are cost sharing multiple 
employer defined benefit pension plans administered by the State of Washington Department of 
Retirement Services.  The State Board Retirement Plan (SBRP) is a multiple employer defined 
contribution plan for the faculty and exempt administrative and professional staff of the state’s public 
community and technical colleges.  The plan includes supplemental payment, when required.  The 
plan is administered by the State Board for Community and Technical Colleges (SBCTC). 
 
For FY2013-14, the payroll for the College’s employees was $25,071,174 for PERS, $952,631 for 
TRS, and $56,093,378 for SBRP. Total covered payroll was $95,901,242. 
 
 
PERS and TRS 
 
Plan Descriptions. PERS Plan 1 provides retirement and disability benefits and minimum benefit 
increases to eligible nonacademic plan members hired prior to October 1, 1977. PERS Plans 2 and 3 
provide retirement and disability benefits and a cost-of-living adjustment to eligible nonacademic plan 
members hired on or after October 1, 1977. Retirement benefits are vested after five years of eligible 
service. PERS Plan 3 has a defined contribution component that members may elect to self-direct as 
established by the Employee Retirement Benefits Board. PERS 3 defined benefit plan benefits are 
vested after an employee completes five years of eligible service.  
 
TRS Plan 3 provides retirement benefits to certain eligible faculty hired on or after October 1, 1977.  
The plan includes both a defined benefit portion and a defined contribution portion.  The defined 
benefit portion is funded by employer contributions only.  Benefits are vested after an employee 
completes five or ten years of eligible service, depending on the employee’s age and service credit, 
and include an annual cost-of living adjustment.  The defined contribution component is fully funded 
by employee contributions and investment performance.   
 
The college also has 9 faculty members with pre-existing eligibility who continue to participate in 
TRS 1 or 2. 
 
The authority to establish and amend benefit provisions resides with the legislature. PERS and TRS 
issue publicly available financial reports that include financial statements and required supplementary 
information. The report may be obtained by writing to the Department of Retirement Systems, PO Box 
48380, Olympia, Washington 98504-8380 or online at http://www.drs.wa.gov/administration. 
 
Funding Policy. Each biennium, the state Pension Funding Council adopts PERS and TRS Plan 1 
employer contribution rates, Plan 2 employer and employee contribution rates, and Plan 3 employer 
contribution rates. Employee contribution rates for PERS and TRS Plans 1 are established by statute. 
PERS 3 employees may select among six contribution rate options, ranging from 5 to 15 percent. 
 
The required contribution rates expressed as a percentage of current year covered payroll are shown in 
the table below. The College and the employees made 100% of required contributions. 
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Contribution Rates and Required Contributions.  The College’s contribution rates and required 
contributions for the above retirement plans for the years ending June 30, 2014, 2013 and 2012 are as 
follows. 
 

 
Table 14: Retirement Contribution Rates

Employee College Employee College Employee College

PERS

Plan 1 6.00% 7.08% 6.00% 7.21% 6.00% 9.21%

Plan 2 4.64% 7.08% 4.64% 7.21% 4.92% 9.21%

Plan 3 5 - 15% 7.08% 5 - 15% 7.21% 5 - 15% 9.21%

TRS

Plan 1 6.00% 8.04% 6.00% 8.05% 6.00% 10.39%

Plan 2 4.69% 8.04% 4.69% 8.05% 4.96% 10.39%

Plan 3 5-15% 8.04% 5-15% 8.05% 5-15% 10.39%

Contribution Rates at June 30

FY2012 FY2013 FY2014

 
 
 
 

Employee College Employee College Employee College
PERS

Plan 1 $85,638 $102,563 $56,076 $69,208 $53,648 $84,115 
Plan 2 $832,957 $1, 293,029 $839 ,813 $1, 305,085 $959,995 $1,795,783 
Plan 3 $253,046 $276, 256 $275,212 $299, 548 $307,396 $ 433,888 
TRS

Plan 1 $15,495 $19, 774 $11,026 $14, 790 $11,215 $18,606 
Plan 2 $4,164 $7 ,142 $4,911 $8, 428 $803 $1,379 
Plan 3 $24,089 $23, 836 $37,853 $39, 514 $56,976 $74,899 

Table 15: Required Contributions

Required Contributions

FY2012 FY2013 FY2014

 
 
 
State Board Retirement Plan  
 
Plan Description.  Faculty and exempt administrative and professional staff are eligible to participate 
in SBRP.  The Teacher’s Insurance and Annuity Association (TIAA) and the College Retirement 
Equities Fund (CREF) are the companion organizations through which individual retirement annuities 
are purchased.  Employees have at all times a 100% vested interest in their accumulations. 
 
TIAA-CREF benefits are payable upon termination at the member’s option unless the participant is re-
employed in another institution which participates in TIAA-CREF. 
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The Plan has a supplemental payment component that guarantees a minimum retirement benefit goal 
based upon a one-time calculation at each employee’s retirement date.  The SBCTC makes direct 
payments on behalf of the College to qualifying retirees when the retirement benefit provided by 
TIAA-CREF does not meet the benefit goal.  Employees are eligible for a non-reduced supplemental 
payment after the age of 65 with ten years of full-time service. 
 
The minimum retirement benefit goal is 2% of the average annual salary for each year of full-time 
service up to a maximum of 25 years. However, if the participant does not elect to make the 10% 
TIAA-CREF contribution after age 49, the benefit goal is 1.5% for each year of full-time service for 
those years the lower contribution rate is selected. 
 
The State Board for Community and Technical Colleges is authorized to amend benefit provisions 
under RCW 28B.10.400.  In 2011, the plan was amended to eliminate the supplemental benefit 
provisions for all employees hired after June 30, 2011. 
 
Contributions. Contribution rates for the SBRP (TIAA-CREF), which are based upon age, are 5%, 
7.5% or 10% of salary and are matched by the College.  Employee and employer contributions for the 
year ended June 30, 2014 were $9,839,606.   
 
The SBRP supplemental pension benefits are unfunded.  For the year ended June 30, 2014, 
supplemental benefits were paid by the SBCTC on behalf of the College in the amount of $36,753.  In 
2012, legislation (RCW 28B.10.423) was passed requiring colleges to pay into a Supplemental Benefit 
Fund managed by the State Investment Board, for the purpose of funding future benefit 
obligations.  During FY 2014, the College paid into this fund at a rate of 0.50% of covered salaries, 
totaling $278,157.  The SBCTC accounted for $5,008,355 of fund balance as of June 30, 2014.  
 
The unfunded actuarial accrued liability (UAAL) calculated at July 1, 2013 was $69,213,000 under the 
plan’s entry age normal method and is amortized over an 11 year period. The actuarial assumptions 
include an investment rate of return of between 4.25% and 7.25% with projected salary increases of 
3.0%. The annual required contribution (ARC) is $11,041,000. The Net Pension Obligation (NPO) is 
the cumulative excess of the ARC over actual benefit payments and reported as a liability by the 
SBCTC.  
 
Washington State Deferred Compensation Program 
The College, through the state of Washington, offers its employees a deferred compensation plan 
created under Internal Revenue Code Section 457. The plan, available to all State employees, permits 
individuals to defer a portion of their salary until future years. The state of Washington administers the 
plan on behalf of the College’s employees. The deferred compensation is not available to employees 
until termination, retirement or unforeseeable financial emergency and the College does not have 
access to the funds. 
 
 
Other Post-Employment Benefits 
 
Health care and life insurance programs for employees of the state of Washington are administered by 
the Washington State Health Care Authority (HCA). The HCA calculates the premium amounts each 
year that are sufficient to fund the statewide health and life insurance programs on a pay-as-you-go 
basis. These costs are passed through to individual state agencies based upon active employee 
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headcount; the agencies pay the premiums for active employees to the HCA. The agencies may also 
charge employees for certain higher cost options elected by the employee.  
 
State of Washington retirees may elect coverage through state health and life insurance plans, for 
which they pay less than the full cost of the benefits, based on their age and other demographic factors. 
The health care premiums for active employees, which are paid by the agency during the employees’ 
working careers, subsidize the “underpayments” of retirees. An additional factor in the Other Post-
Employment Benefits (OPEB) obligation is a payment that is required by the State Legislature to 
reduce the premiums for retirees covered by Medicare (an “explicit” subsidy). This explicit subsidy is 
also passed through to state agencies via active employee rates charged to the agency. There is no 
formal state or College plan that underlies the subsidy of retiree health and life insurance.  
 
The actuary allocated the statewide disclosure information to the community and technical college 
system level.  The SBCTC further allocated these amounts among the colleges.  The College’s share 
of the GASB 45 actuarially accrued liability (AAL) is $40,362,768, with an annual required 
contribution (ARC) of $3,943,464.  The ARC represents the amortization of the liability for fiscal year 
2014 plus the current expense for active employees, which is reduced by the current contributions of 
approximately $741,978.  The College’s net OPEB obligation (NOO) at June 30, 2014 was 
approximately $3,201,486.  This amount is not included in the College’s financial statements. 
 
The College paid $15,068,631 for healthcare expenses in 2014, which included its pay-as-you-go 
portion of the OPEB liability. 
 
 
16. Operating Expenses by Program 
 
In the Statement of Revenues, Expenses and Changes in Net Position, operating expenses are 
displayed by natural classifications, such as salaries, benefits, and supplies. The table below 
summarizes operating expenses by program or function such as instruction, research, and academic 
support. The following table lists operating expenses by program for the year ending June 30, 2014. 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Table 16: Expenses by Functional Classification
Instruction 89,157,170$                 
Academic Support Services 12,439,307                   
Student Services 16,710,865                   
Institutional Support 18,916,855                   
Operations and Maintenance of Plant 11,240,545                   
Scholarships and Other Student Financial Aid 27,282,602                   
Student Financial Aid: Allowances and Discounts (28,727,821)                 
Auxiliary enterprises 21,601,189                   
Depreciation 5,538,025                    
   Total operating expenses 174,158,738$             
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17. Commitments and Contingencies 
 
Additionally, the College is engaged in various legal actions in the ordinary course of business. 
Management does not believe the ultimate outcome of these actions will have a material adverse effect 
on the financial statement.  
 
The College has commitments of $9,522,280 for various capital improvement projects that include 
construction and completion of new buildings and renovations of existing buildings. 
 
There is a class action lawsuit, Moore v. HCA, filed against the State of Washington on behalf of 
former part-time and non-permanent employees alleging improper denial of healthcare benefits. 
Although the College has not been named as a defendant in the lawsuit, some of the class members are 
current or former employees of the College. Potentially, the state could assess the College with a 
material share of any amount paid in the event of a settlement or judgment. As of the end of fiscal year 
2015 (or 2014), the parties have reached a settlement agreement with the plaintiffs to settle all matters 
relating to this and related lawsuits. Final settlement is contingent on a) funding of the settlement by 
the legislature and b) final approval by the trial court if funding is provided. As such, the amount of 
loss cannot be reasonably estimated at this time. 
 
18.  Subsequent Events 
 

On March 29th 2016, the legislature passed the supplemental budget which included an appropriation 
to fund the settlement for the Moore v. HCA lawsuit. SBCTC’s portion of this obligation is $32 
million of which $19 million is funded by the legislature and the remaining $13 million will be 
allocated among 34 colleges in the system. At this time, Seattle Colleges’ potential share of this 
lawsuit has not been determined. 
 
 
19.  Net Position Restatement 
 
As of June 30, 2013, net position as previously reported in fiscal year 1213 was restated as follows: A 
receivable from the state of Washington for state funds due to the college for reimbursement of 
expenses was not recorded in fiscal year 1213. 

  
 
20.  Building & Innovation Fee 
 
Beginning in fiscal year 1314, the Building & Innovation fee will be reported as its own line item on 
the Statement of Revenues, Expenses & Changes in Net Position. Since the 1314 financial statements 
are presented in a comparative format with the 1213 financial statements, we have restated two items 
on the Statement of Revenues, Expenses and changes in Net Position for fiscal year 1213.  We have 
separated out the $5,189,713 for the Building & Innovation fee that was reported as a reduction of 
Student Tuition & Fees in 1213.  The impact of this change resulted in a restatement of Beginning Net 
Position from $196,212,439 to $201,402,150 and a restatement of Building & Innovation fee from $0 
to $5,189,713 for 1213 as reported on the 1314 statements. 
 

Amount

June 30, 2013 Net Position as Previously Reported 230,769,094   

Addition of Receivable due from the State of Washington 1,169,666        

June 30, 2013 Net Position as Restated 231,938,760   

52



 

 

SEATTLE  COLLEGES | 2014 Financial Report 
 

21.  Segment Information 
 
For financial reporting purposes, the balances in the Siegal Center assets, liabilities and fund balance 
(net position) were allocated to the three colleges on a percentage of total assets basis. 
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Individual	College	Campus	Statement	of	Net	Position	
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Assets

Current assets Central/SVI North South Total

Cash and cash equivalents 27,412,353     17,889,846     10,261,243  55,563,442    

Accounts Receivable 4,982,838       3,184,510       3,680,700     11,848,048    

Interest Receivable 10,709             8,623               6,791             26,123            

Inventories 9,998               9,047               35,231           54,276            

Total current assets 32,415,898     21,092,026     13,983,965  67,491,889    

Non‐Current Assets

Long‐term investments 23,259,297     11,885,635     7,243,090     42,388,022    

Student Loans Receivable ‐                    398,375           ‐                 398,375          

Capital assets, net of depreciation 72,467,722     68,641,309     46,005,694  187,114,725 

Total non‐current assets 95,727,019     80,925,319     53,248,784  229,901,122 

Total assets 128,142,918  102,017,345  67,232,748  297,393,011 

Liabilities

Current Liabilities

Accounts Payable 740,018           470,795           1,303,233     2,514,046      

Accrued Liabilities 2,048,690       1,573,834       1,462,041     5,084,565      

Compensated absences 847                   682                   537                 2,066              

Deposits Payable 165,203           24,211             402,072        591,486          

Unearned Revenue 6,473,581       4,032,326       1,905,603     12,411,510    

Certificates of Participation Payable 150,000           395,000           ‐                 545,000          

Total current liabilities 9,578,340       6,496,847       5,073,486     21,148,673    

Noncurrent Liabilities

Compensated Absences 4,508,989       3,441,070       2,653,769     10,603,828    

Long‐term liabilities 1,405,000       7,845,000       ‐                 9,250,000      

Total non‐current liabilities 5,913,989       11,286,070     2,653,769     19,853,828    

Total liabilities 15,492,329     17,782,917     7,727,255     41,002,501    

Net Position

Net Investment in Capital Assets 72,681,469     51,629,367     53,044,284  177,355,120 

Restricted for:

     Nonexpendable 9,998               9,047               35,231           54,276            

     Expendable

          Student Loans ‐                    398,375           ‐                 398,375          

Unrestricted 39,959,123     32,197,639     6,425,977     78,582,739    

Total Net Position 112,650,590  84,234,428     59,505,492  256,390,510 

Total Liabilities and Net Position 128,142,919  102,017,345  67,232,747  297,393,011 

Statement of Net Position

June 30,2014

Seattle Colleges
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Assets

Current assets Central/SVI North South Total

Cash and cash equiva lents 22,668,348    20,790,245  8,610,643    52,069,236   

Short‐term investments 3,634,527      2,176,690    2,188,782    8,000,000     

Accounts  Receivable 2,272,273      2,149,765    2,775,618    7,197,656     

Interest Receivable 4,587             2,747           2,763           10,097          

Inventories 28,941           12,238         80,880         122,060        

Prepaid Expenses 257                154              155              565               

Total current assets 28,608,933    25,131,840  13,658,841  67,399,614   

Non‐Current Assets

Long‐term investments 13,264,850    7,944,216    7,988,349    29,197,415   

Student Loans  Receivable 326,342         388,341       ‐               714,683        

Capi ta l  assets , net of depreciation 75,721,991    52,740,859  44,548,060  173,010,910 

Total non‐current assets 89,313,184    61,073,416  52,536,409  202,923,009 

Total assets 117,922,117  86,205,256  66,195,250  270,322,623 

Liabilities

Current Liabilities

Accounts  Payable 837,007         396,258       818,374       2,051,640     

Accrued Liabi l i ties 1,556,120      1,905,306    1,165,176    4,626,602     

Compensated absences 916                549              552              2,016            

Depos i ts  Payable 162,957         37,340         401,497       601,794        

Unearned Revenue 6,465,078      4,298,184    2,036,954    12,800,216   

Leases  and Certi ficates  of Participation 145,000         385,000       ‐               530,000        

Total current liabilities 9,167,078      7,022,637    4,422,552    20,612,268   

Noncurrent Liabilities

Compensated Absences 4,360,943      2,443,683    2,341,635    9,146,261     

Long‐term l iabi l i ties 1,555,000      8,240,000    ‐               9,795,000     

Total non‐current liabilities 5,915,943      10,683,683  2,341,635    18,941,261   

Total liabilities 15,083,021    17,706,321  6,764,187    39,553,529   

Net Investments  in Capi ta l  Assets 73,936,727    44,270,179  44,479,004  162,685,910 

Restricted for: ‐                 ‐               ‐               ‐               

     Nonexpendable 28,941           12,238         80,880         122,060        

     Expendable ‐                 ‐               ‐               ‐               

          Student Loans 326,343         388,341       ‐               714,683        

Unrestricted 28,547,085    23,828,177  14,871,178  67,246,441   

Total Net Position 102,839,096  68,498,935  59,431,062  230,769,094 

Total Liabilities and Net Position 117,922,117  86,205,256  66,195,250  270,322,623 

Seattle Colleges

Statement of Net Position

June 30,2013
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Operating Revenues Central/SVI North South Total

Student tuition and fees, net 29,899,538      17,331,172      10,514,672      57,745,382     

Auxiliary enterprise sales 3,760,322         3,205,396         1,885,427         8,851,145        

State and local grants and contracts 12,477,073      10,723,006      10,670,012      33,870,091     

Federal grants and contracts 1,935,283         2,106,118         3,513,203         7,554,604        

Other operating revenues 660,474            128,927            677,180            1,466,581        

Total Operating Revenue 48,732,689      33,494,619      27,260,495      109,487,803   

Operating Expenses

Operating Expenses 5,352,086         2,763,947         3,818,107         11,934,141     

Salaries and wages 40,696,593      27,545,787      27,551,562      95,793,942     

Benefits 13,039,121      8,590,103         8,471,538         30,100,762     

Scholarships and fellowships 6,724,034         2,382,954         5,140,500         14,247,488     

Supplies and materials 3,836,401         2,398,774         2,774,305         9,009,480        

Depreciation 2,206,727         1,599,265         1,732,033         5,538,025        

Purchased services 1,863,570         1,341,050         818,066            4,022,686        

Utilities 1,593,118         886,283            1,032,813         3,512,214        

Total Operating Expenses 75,311,650      47,508,165      51,338,924      174,158,738   

Operating Income (Loss) (26,578,960)     (14,013,546)     (24,078,429)     (64,670,935)    

Non‐Operating Revenues

State appropriations 27,958,995      16,624,266      18,979,562      63,562,823     

Federal Pell grant revenue 8,847,079         3,461,344         3,639,683         15,948,106     

Investment income, gains and losses 154,648            128,339            94,784               377,771           

Net Non‐Operating Revenues 36,960,722      20,213,949      22,714,029      79,888,700     

Non‐Operating Expenses

Interest on indebtedness 65,320               324,186            ‐                          389,506           

Building and innovation fee 3,066,204         1,768,963         1,061,378         5,896,545        

Net Non‐Operating Expenses 3,131,524         2,093,149         1,061,378         6,286,051        

Income or (loss) before other revenues, expenses, gains, or losses 7,250,239         4,107,255         (2,425,778)       8,931,716        

Capital Revenues

Capital appropriations 2,082,150         11,242,347      2,195,537         15,520,034     

Increase (Decrease) In Net Position 9,332,389         15,349,602      (230,241)           24,451,750     

Net Position

Net position, beginning of year 102,838,638    68,498,836      59,431,620      230,769,094   

Prior Period Adjustment ‐ Unrecorded Receivable from State of Washington 479,563            385,990            304,113            1,169,666        

Net position, end of year 112,650,590    84,234,428      59,505,492      256,390,510   

Seattle Colleges

Statement of Revenues, Expenses and Changes in Net Position

For the Year Ended June 30, 2014
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Operating Revenues Central/SVI North South Total

Student tui tion and fees , net 29,774,586    16,644,517    6,290,370      52,709,472   

Auxi l iary enterprise  sa les , net 6,562,961      3,866,368      1,090,736      11,520,065   

State  and loca l  grants  and contracts 13,210,534    9,876,959      10,423,587    33,511,079   

Federa l  grants  and contracts 2,362,484      2,309,976      5,442,872      10,115,332   

Other operating revenues 499,826         250,433         1,001,225      1,751,484     

Total operating revenue 52,410,391    32,948,252    24,248,790    109,607,433 

Operating Expenses

Operating Expenses 8,605,934      2,869,759      4,000,736      15,476,428   

Sa laries  and wages 39,135,239    25,693,229    25,430,433    90,258,901   

Benefi ts 12,628,740    7,879,528      7,948,428      28,456,696   

Scholarships  and fel lowships 8,775,541      3,637,767      857,571         13,270,879   

Suppl ies  and materia ls 2,950,358      2,249,165      2,572,651      7,772,174     

Depreciation 2,056,356      1,958,045      1,723,861      5,738,262     

Purchased services 1,541,341      1,583,920      367,260         3,492,521     

Uti l i ties 1,637,872      868,787         962,999         3,469,658     

Total operating expenses 77,331,381    46,740,200    43,863,938    167,935,519 

Operating income (loss) (24,920,990)   (13,791,948)  (19,615,148)  (58,328,086)  

Non‐Operating Revenues

State  appropriations 25,712,778    14,522,640    17,175,384    57,410,802   

Federa l  Pel l  grant revenue 8,691,243      3,520,823      3,349,496      15,561,562   

Investment income, gains  and loses 192,824         171,665         75,212           439,701        

Net non‐operating revenues 34,596,845    18,215,128    20,600,092    73,412,065   

Non‐Operating Expenses

Interest on indebtedness 69,832           332,271         ‐                    402,103        

Bui lding and innovation fee 2,491,062      1,556,914      1,141,737      5,189,713     

Net non‐operating expenses 2,560,894      1,889,185      1,141,737      5,591,816     

Income  or (loss ) before  other revenues , expen 7,114,961      2,533,996      (156,792)       9,492,165     

Capita l  appropriations 6,185,223      10,878,144    2,811,412      19,874,779   

Increase (Decrease) in net position 13,300,184    13,412,140    2,654,620      29,366,944   

Net Position

Net pos ition, beginning of year 89,538,454    55,086,696    56,777,000    201,402,150 

Net position, end of year 102,838,638  68,498,836    59,431,620    230,769,094 

Seattle Colleges

Statement of Revenues, Expenses and Changes in Net Position

For the Year Ended June 30, 2013
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