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M KPMG LLP

1601 Market Street
Philadelphia, PA 19103-2499

Independent Auditors’ Report

Board of Trustees
Community College of Philadelphia:

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities and the discretely
presented component unit of the Community College of Philadelphia (the College), a component unit of
the City of Philadelphia, Pennsylvania, as of and for the years ended June 30, 2013 and 2012, and the
related notes to the financial statements, which collectively comprise the College’s basic financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; 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.

Auditors’ Responsibility

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

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

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the discretely presented component unit of
the Community College of Philadelphia, as of June 30, 2013 and 2012, and the respective changes in
financial position, and where applicable, cash flows thereof for the years then ended in accordance with
U.S. generally accepted accounting principles.

KPMG LLP is a Delaware limited liability partnership,
the U.S. member firm of KPMG International Cooperative
(“KPMG International”), a Swiss entity.
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Other Matters
Required Supplementary Information

U.S. generally accepted accounting principles require that the management’s discussion and analysis on
pages 3 through 12 and the schedule of funding progress on page 49 be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by
the Governmental Accounting Standards Board who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion or
provide any assurance on the information because the limited procedures do not provide us with sufficient
evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the College’s basic financial statements. The supplementary schedules on pages 60 to 63 are
presented for purposes of additional analysis and are not a required part of the basic financial statements.

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

The statistical section on pages 50 to 59 have not been subjected to the auditing procedures applied in the
audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on them.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 23,
2013 on our consideration of the College’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.

KPMc LLP

Philadelphia, Pennsylvania
October 23, 2013



COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

The Community College of Philadelphia (the College)’s financial statements are prepared using Governmental
Accounting Standards Board (GASB) Statements 34 and 35 standards. The financial results of the Community
College of Philadelphia Foundation (the Foundation) are reported as a component unit. These statements include
the statistical reporting section in accordance with GASB Statement 44.

This Management’s Discussion and Analysis (MD&A\) is based upon facts, decisions, and conditions known as
of the date of the audit report. The results for 2013 are compared to those for the 2012 fiscal year.

Overview of Financial Statements

The College’s financial statements focus on the College as a whole, rather than upon individual funds or
activities. The GASB reporting model is designed to provide readers with a broad overview of the College’s
finances and is comprised of three basic statements:

. The Statement of Net Position presents information on the College’s assets and deferred outflows of
resources minus liabilities and deferred inflow of resources as net position. Over time, increases or
decreases in net position serve as one indicator of how the financial position of the College is changing.

. The Statement of Revenues, Expenses, and Changes in Net Position presents information showing how the
College’s net position changed during the most recent fiscal year. All changes in net position are reported
as soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will result in cash
flows in future fiscal periods.

. The Statement of Cash Flows is reported on the direct method. The direct method of cash flow reporting
portrays net cash flows from operations, financing, and investing receipts and disbursements.

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the financial statements. The notes contain details on both the accounting policies and
procedures that the College has adopted as well as additional information for certain amounts reported in the
financial statements.

Financial Highlights
Campus Development

As of September 2011, construction was completed on two major projects that began in fiscal 2009. These
projects include the erection of a new building (Pavilion) at the Main Campus; and expansion and redesign of the
Northeast Regional Center. A third project, the renovation of portions of the Mint, Bonnell and West Buildings,
was completed during fiscal 2013. Principal financing for these projects was completed in October 2008 utilizing
twenty year tax exempt bonds. Total borrowing was $74.8 million at interest rates for various maturities of
between 3.0% and 6.25%. Because of the disruptions occurring in the bond insurance industry, the College
elected to issue the bonds on an uninsured basis. A Moody’s bond rating of A2 was received at the time the
bonds were issued. This rating was subsequently upgraded to Al. In addition to bond proceeds, capital gifts and
grants in the amount of $2.8 million were used to support the Northeast and Main Campus construction.

3 (Continued)



COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

On July 15, 2011, the College executed a $1 million five-year loan through the Pennsylvania State Public School
Building Authority’s revolving loan program at a fixed rate of 3%. The proceeds from this loan were used to pay
for the leasehold improvements and outfitting for the additional leased space at the West Philadelphia Regional
Center. This project included the lease of 7,291 square feet of space immediately adjacent to the current center as
well as redesign and upgrades to portions of the Center’s main 23,000 square feet classroom building. The newly
leased space was placed into full operation as of January 2012. Small-scale renovations to the existing West
Philadelphia Regional Center building are planned to be completed in fiscal 2014.

Several smaller projects have recently been completed or are underway on the Main Campus in the West
Building. A new divisional office suite was completed in spring 2013 for the Math, Science and Allied Health
Programs Division. In summer 2013 a suite of classrooms, teaching laboratories and offices were completed for
fall 2013 occupancy by the Architecture, Design and Construction Programs. Several renovation projects will be
underway during the 2013-14 academic year in the Main Campus West Building. These projects include:
renovation and update of the four existing chemistry labs, and renovation of the former Architecture Programs’
spaces to create new biochemistry and engineering technologies labs. Funding for the chemistry lab project was
provided by a $1.8 million dollar five-year loan from the State Public School Building Authority (SPSBA)
revolving capital pool. The loan was made in January 2013 at a borrowing rate of 2.0%. The remainder of the
West building project cost was financed via a seven year $2.4 million dollar loan from PNC Bank at a rate of
2.027%. State agreement to fund the amortization of 50% of debt cost of the $1.8 million chemistry lab loan has
been received. An application to the State has been filed for State support to amortize fifty percent of the
$2.4 million loan.

Recent capital projects have been focused on several goals: creating integrated, one-stop enrollment services
centers for students; updating and expanding academic program laboratories and classrooms to support current
and emerging programmatic needs; expanding resources available to students and faculty outside the classroom
for collaborative learning opportunities; providing the required infrastructure for the evolving use of technology
in teaching, learning and administrative activities; ensuring that the physical requirements needed for the
College’s Business Continuity Plan are in place; and updating and expanding the College’s food service and
bookstore operations.

All current construction projects are employing sustainable design principles. Both the new Northeast Building
and the Main Campus Pavilion Building are expected to achieve a gold level LEED designation.

On December 15, 2010, the College completed the purchase of 434-440 North 15th Street for a price of
$5,801,000. The property was purchased for cash. The property includes an 88,500 square feet building and
exterior parking for approximately 30 vehicles. Initially the property is being used for parking and facility
operations. Longer term use of the property is anticipated to be developed as a mixed use facility including
parking, retail, and programmatic space.

In June 2013, the College began planning efforts to create a new Facility Mater Plan. The planning effort is being
guided by Francis Cauffman Architects.

4 (Continued)



COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

Enrollments

Credit FTE (full-time equivalent) enrollments in fiscal year 2013 were 15,116. This represented a 653 FTE or a
4.1% decrease over the prior year’s FTE credit enrollments of 15,769. Fiscal 2012 credit FTE enrollments were
322 FTEs or 2.0% lower than the 2011 credit enrollments of 16,091. Enrollments for the first half of the 2014
fiscal year are currently greater (approximately one percent) than 2013 fiscal year levels.

Revenues

In July 2005, Act 46 was enacted. This law changed the basis upon which Commonwealth of Pennsylvania
(the State) community colleges were intended to be funded effective for the 2005-06 year and thereafter. Funding
based upon current year enrollments was eliminated and a foundation funding level was established for each
community college. This foundation funding was to provide a base level of funding not tied to enrollments.
Under the provisions of Act 46, foundation funding may not be reduced. Annually a small growth increment was
to be added to the foundation based upon enrollment increase changes in the last two audited years. The other
significant operating budget change as a result of Act 46 was the establishment of Economic Development (high
priority) Program funding. The State was to provide supplemental funding for FTEs taught in programs
identified to be high priority by State officials. The amount of funding received was to be based upon a lump sum
statewide dollar allocation and each college’s reported FTE enrollments for the prior year in priority program
areas. Economic Development funding allocations were to be proportionate to FTEs taught in the priority
program areas.

Beginning with the fiscal 2010 State Budget, the provisions of Act 46 were not followed in funding Pennsylvania
community colleges. For fiscal years 2010 and 2011, operating funding for each college was set to equal the
amount received for 2008-09 less a 0.21% reduction. Of the operating budget allocations to the Pennsylvania
Community Colleges by the State in fiscal 2010 and 2011, 9.1% was allocated from federal economic stimulus
funds provided by the Federal Government to the State. For the Community College of Philadelphia, this
represented $2.8 million of state funding that was provided from Federal Stimulus Funds. Total 2012 State
operating funding (including capital lease funding) was $28,229,309 or 9.4% less than received in fiscal 2011.
Funding received via federal stimulus dollars in the prior two years was not replaced by State revenues. State
operating funding for the 2013 fiscal year was $28,239,824, essentially unchanged from the funding received in
fiscal 2012.

Act 46 also modified state capital funding for the Pennsylvania community colleges. A revolving capital pool
was created which provides the potential for increased funding for major capital projects and improved
predictability for when major capital project funding will become available. Capital funding from the State
capital pool was $6,330,656 in the 2011 fiscal year, $6,327,091 in the 2012 fiscal year and $6,384,089 in the
2013 fiscal year.

Total state funding in the 2011 fiscal year was $38,449,827, a change of $398,610 or 1.0% over the state funds
received in 2010. This amount includes the $2,844,299 allocated to the College by the State out of federal
stimulus funds. State funding 2011 was positively impacted by the State’s decision to forgive earlier audit
findings in the amount of $775,994. Total state funding in the 2012 fiscal year was $34,556,400, a decrease of
$3,893,427 or 10.1% over the state funds received in 2011. Funding provided in fiscal 2011 from federal

5 (Continued)



COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

stimulus funds was not replaced by the State in 2012 funding. Total State funding in 2013 was $34,623,913, an
increase of $67,513 over 2012 state funding.

Total 2013 City funding was $25,409,207, the same level received in fiscal years 2012 and 2011. Of this 2013
funding, $18,063,705 was used for operating budget purposes. The remaining funds, $7,345,502, were used for
capital purchases and debt service payments.

In 2013, the tuition charge per credit was $148, an increase of $10 over the 2012 per credit tuition charge of
$138. The Technology Fee was unchanged at $28 per credit. The General College Fee which supports student
life programs remained unchanged at $4 per credit. The College charges course fees which range from $75 to
$300 in selected high-cost courses. Average total tuition and fee revenue per credit for 2013 was $187.66, an
increase of $10.05 or 5.7% over the average per credit charge in fiscal 2012 of $177.61.

Tuition and fee revenue totaled $75,272,804 in 2013, $73,744,923 in 2012, and $72,048,633 in 2011. The
‘scholarship allowance’ amounts for 2013, 2012, and 2011 respectively were $43,269,962, $43,563,813, and
$43,917,028. The scholarship allowance represents tuition and fee payments made using public and private
grants and scholarships. The relatively stable scholarship allowance amounts between fiscal 2013 and fiscal 2012
is reflective of the small drop in enrollments coupled with no change in the federal Pell financial aid award
amounts for the 2013 fiscal year.

Gift revenue in the amount of $2,809,152 is reported in the Statement of Revenues, Expenses and Changes in Net
Position. This value reflects capital contributions received by the foundation on behalf of the College for Main
Campus construction projects. These funds were transferred to the College for capital project expenses during
the 2013 fiscal year. This is the first time that a transfer of capital gifts to the college has occurred.

Net investment income was $332,708 in 2013, $1,098,141 in 2012, and $717,865 in 2011. During the 2011 fiscal
year unit values in the College’s fixed income investments remained relatively stable. In response to historically
low rates of return on short-term fixed income investments, in April 2011, the College moved $10 million of core
operating cash into longer-term fixed income investments. As a result, investment income improved for the 2012
fiscal year. (See footnote 2.) However, unit value depreciation within the U. S. bond market toward the end of the
2013 fiscal year coupled with the continuing historically low fixed income rates throughout most of the 2013
fiscal year resulted in the reduced amount reported for investment income in fiscal 2013.

The increase in Federal Grants and contracts from $56,839,421 in 2012 to $58,714,660 in 2013 reflects the value
of the Trade Adjustment Assistance Community College Career Training (TAACCCT) Grant. The College’s
award amount increased from $2,545,260 in 2012 to $7,796,871 in 2013. In addition to being one of the program
service providers in the State, the College is serving as the lead institution for administering this state-wide
community college grant. In fiscal 2013, the College received $526,203 to support the state-wide administration
of the grant.

Expenses

Exclusive of Student Aid and Depreciation expenses, the College’s operating expenses totaled $145,268,904 in
fiscal 2013, $137,182,600 in fiscal 2012 and $138,283,458 in fiscal 2011. Effective August 31, 2011, five-year
labor contracts with the College’s faculty and classified employee unions expired. Agreement on a new contract
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

was not achieved during the 2012 fiscal year, and the terms of the prior contract were in effect. All 2011-12
employee salaries were kept at the amounts in place for the 2010-11 fiscal year. Agreement on a new contract
was reached in September 2013. The agreement terms reflect a retroactive salary increase adjustment for
employees averaging 1.5% for the 2012-13 year. This adjustment is included in the expenses reported for the
2012-13 year. In addition to the salary and related fringe benefit increase, expenses for the 2013 were greater as a
result of increased grant expenditures primarily associated with the higher level of activity in the TAACCCT
Grant.

In fiscal 2008, the College implemented the GASB 45 accounting standard. This standard requires that the
present value of future post-retirement benefits other than pensions, projected to be paid to retired employees be
recorded as an expense in pubic institutions’ financial statements. As required by GASB 45, the bi-annual
reassessment of the liability was prepared in April 2012 for reporting as of June 30, 2012 and June 30, 2013.
However, changing average rates of returns on the College’s investment funds as result of recent years’ fixed
income rates led the college to revalue the liability in April 2013 to determine whether the discount rate used in
the present value computation was still appropriate. As a result the discount rate was changed from 5% to 4%.
This had the impact of increasing the amount of the accrual recorded for 2013 from $7,346,416 to $8,530,033. In
the recently concluded collective bargaining process with college employees, conditions of eligibility for the
post-retirement benefit were altered in a way that will moderately reduce this financial exposure for the College
in the future. The impact of this change in eligibility is not reflected in the amount recorded as a liability for
2013.

The College elected to phase in the reporting of the GASB 45 post-employment benefit liability over a 30 year
period and to continue to fund the costs of the post-retirement benefit out of the College’s annual budget
revenues. A separate trust has not been established to fund any portion of this liability. The cumulative estimated
value for the accrued post-employment benefit liability in fiscal years 2013, 2012, and 2011 was $38,755,360,
$30,225,327, and $22,614,325 respectively. Absent this reporting requirement, the College’s net position as of
June 30, 2013 would have been at a level of $117.5 million.

Effective September 1, 2009, the College placed its employee medical plan, offered through Independence Blue
Cross, on a self-insurance basis. A reinsurance limit of $225,000 was in place for the 2013 fiscal year to cap
institutional financial exposure for individuals with extraordinarily large claims in a policy year. As another
component of the self-insurance approach, the College has established a self-insurance accrued liability account
for possible large claim levels in the future. The value of this accrued liability as of June 30, 2013 was $961,161
and $868,124 in 2012. This amount is reported under ‘Current Liabilities: Accounts Payable and Accrued
Liabilities.”

Net Position Change

Net position as of June 30, 2013 was $78,781,963. As a result of financial circumstances which contributed to
asset growth, net position increased by $4.17 million in the 2013 fiscal year prior to recording the impact of the
post-employment benefit liability. The change in net position after recording the post-employment benefit

accrual was a negative $4.4 million. ‘Unrestricted net position’ fell from a negative $4.6 million to a negative
$15.3 million. Absent the cumulative impact of the GASB 45 reporting requirements, unrestricted net position
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

would currently be at a level of $23.4 million. The other factor significantly reducing the unrestricted net position
was unfunded depreciation expense for 2013 in the amount of $10.4 million.

Assets

As of June 30, 2012, the College’s cash, long-term and short-term investments totaled $38.0 million, a decrease
of $1.6 million over the $39.6 million reported as of June 30, 2012. This reduction from the prior year reflects the
timing of payments in the month of June 2013. The College’s average cash position for fiscal 2013 was
approximately $3.0 million greater than in fiscal 2012. ‘Accounts Receivable Net’ were at a level of $6.0 million
in 2013 and $4.0 million in 2012. These amounts reflect student, employee, vendor, legal and Foundation
receivables. The increases in accounts receivable occurred in the following areas: receivables in the amount of
$809,152 from the Foundation for capital gifts that have not yet been released to the College, as well as $771,153
due from the Foundation for related payroll and grant related expenses. In addition, there was a small decrease in
the year end receivables for auxiliaries.

The College’s investment in capital assets as of June 30, 2013 net of accumulated depreciation was
$180.1 million, an increase of $0.7 million over the amount reported for 2012, $179.4 million. The growth in the
net value of assets reflects the substantial completion of several Main Campus Mint and West Building projects
during the 2013 fiscal year.

Liabilities

The College’s outstanding long-term debt (including the current year portion and excluding capital lease
obligations) was at a level of $97.1 million as of June 2011, decreased to $90.2 million as of June 2012 and
decreased to $86.0 million as of June 2013. The current level of debt reflects the borrowing for the two new
capital projects that were financed during the 2008 fiscal year. Additionally, the College has accrued
compensated absences and retirement incentive payments in the amounts of $3.1 million and $0.5 million,

respectively. The accrual for compensated absences consists of unused vacation pay for employees on the
College’s payroll.

Accounts payable and accrued liabilities increased from $15.5 million as of June 2012 to $16.9 million as of
June 2013. The major factors contributing to this increase were increased accrued salaries in anticipation of the
collective bargaining agreement settlement as well as timing of accounts payable payments. Dollars payable to
governmental agencies decreased from $2.4 million in 2012 to $1.9 million in 2013. These payables reflect
unused State and Federal financial aid dollars. The capital lease obligations decreased from $7.2 million as of
June 2012 to $6.3 million as of June 2013. This obligation includes a $5.3 million performance contract with
Johnson Controls, Inc. Under the terms of the performance contract, the College is utilizing a fifteen-year capital
lease to amortize the costs of ten separate capital projects which both addressed critical infrastructure renewal
needs at the College’s main campus facilities and are reducing operating costs through energy and other facility
operating cost savings. The performance contract terms guarantee that the operational costs savings from the ten
projects will pay a substantial portion of the capital lease expense. Capital leases also include technology
expenses associated with academic and administrative computing.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

Net Position

At June 30, 2013, the College’s assets of $231.5 million exceeded its liabilities of $152.7 million by
$78.8 million. Net position at 2013, 2012 and 2011 are summarized into the following categories:

2013 2012 2011
Net investment in capital assets $ 91,369,577 86,330,902 80,136,789
Restricted, expendable 2,740,642 1,364,726 730,624
Unrestricted (15,328,256) (4,553,255) 5,035,726
Total net assets $ 78,781,963 83,142,373 85,903,139

The College’s net position reflect its investment in capital assets (e.g., land, buildings, machinery, and
equipment), less accumulated depreciation and outstanding debt incurred to acquire those assets. The College
uses these capital assets to provide services to students, faculty, and administration; consequently, these assets
are not available for future spending. Although the College’s investment in its capital assets is reported net of
related debt, it should be noted that the resources needed to repay this debt must be provided from other sources,
since the capital assets themselves cannot be used to liquidate these liabilities. The negative unrestricted net asset
position ($15.3 million) incorporates the cumulative impact of the GASB 45 post-employment benefit expense
accrual in the amount of $38.8 million.

Summary of College Financial Position

The following tables summarize the College’s financial status as of the end of the 2013, 2012 and 2011 fiscal
years. The tables provide a condensed version of the College’s Statements of Net Position and of Revenues,
Expenses, and Changes in Net Position as of the end of June 30, 2013, 2012, and 2011.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

Summary of Net Position

While the College’s current asset to current liability ratio was 1.02 as of June 30, 2013, 1.08 as of June 30, 2012,
and 1.11 as of June 30, 2011, the College has adequate liquidity to meet its short-term obligations. The relatively
low ratio reflects the fact that $15.8 million of the College’s operating cash was moved from short-term
investments to longer-term fixed-income investments in 2011. While not classified as current assets, these
‘long-term’ investments are liquid and available immediately if required for cash needs. The reduction in the
amount reported for unrestricted net position reflects the growing level of annual depreciation expense resulting
from the completion of new construction and the growing impact of the GASB 45 post-employment expense

accrual.
Summary of Net Position
June 30, 2013, 2012 and 2011
2013 2012 2011
(In millions)
AsSsets:
Current assets $ 32.0 31.8 30.6
Noncurrent assets:
Capital assets net of depreciation 180.1 179.5 167.0
Bond proceeds available for campus
construction 2.4 2.9 15.1
Other 17.0 17.2 18.5
Total assets $ 231.5 231.4 231.2
Liabilities:
Current liabilities $ 31.4 29.5 27.5
Noncurrent liabilities 121.4 118.8 117.8
Total liabilities $ 152.8 148.3 145.3
Net position:
Net investment in capital assets $ 91.4 86.3 80.2
Unrestricted (15.3) (4.6) 5.0
Restricted:
Expendable 2.7 1.4 0.7
Total net position $ 78.8 83.1 85.9
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

Schedule of Changes in Net Position

The change in net position for fiscal years 2013, 2012, and 2011 was a negative $4.4 million, negative
$2.8 million, and positive $1.5 million respectively. The following table quantifies the changes:

Revenues, Expenses, and Changes in Net Position

2013 2012 2011
(In millions)
Operating revenues:

Net tuition and fees $ 320 30.1 28.1
Aucxiliary enterprises and other sources 1.9 2.1 1.9
Total 33.9 32.2 30.0
Operating expenses 164.0 157.0 153.3
Operating loss (130.1) (124.8) (123.3)
Net nonoperating revenues 112.0 108.0 111.2

Change in net assets before other
revenues (18.1) (16.8) (12.1)
Net capital revenue and changes to endowments 13.7 14.0 13.6
Total change in net position $ (4.4) (2.8) 15
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Management’s Discussion and Analysis
June 30, 2013 and 2012
(Unaudited)

Schedule of Fund Balances

The following chart shows fund balances in the four fund groups: Unrestricted, Restricted, Endowment and
Plant. The 2011, 2012 and 2013 amounts reported for unrestricted operations funds were reduced by the impact
of GASB 45 reporting of an accrued expense liability for post-employment benefits. The impact of GASB 45
reporting in 2011 was $6,038,635, in 2012 was $7,611,002 and in 2013 was $8,530,033. The negative
unrestricted plant fund balance reflects the use of $5.8 million of college cash resources in fiscal 2011 for the
purchase of the 430-440 North 15th Street property as well as unfunded depreciation expense.

2013 2012 2011
Total unrestricted fund $ (8,297,655) 100,502 7,609,166
Endowment fund:
True and term endowment — — —
Quasi endowment (unrestricted) 1,859,894 1,914,234 1,743,728
Total endowment 1,859,894 1,914,234 1,743,728
Plant fund:
Net invested in capital assets 91,369,577 86,330,902 80,136,789
Restricted expendable — capital 2,740,642 1,364,726 730,624
Unrestricted (8,890,495) (6,567,991) (4,317,168)
Total plant fund 85,219,724 81,127,637 76,550,245
Total net position $ 78,781,963 83,142,373 85,903,139

Community College of Philadelphia Foundation

The College Foundation was established in 1985. Total assets for 2013, 2012, and 2011 were $12.6 million,
$12.0 million, and $9.3 million, respectively. Total unrestricted net position for 2013, 2012, and 2011 for the
Foundation was $1.5 million, $1.3 million, and $1.4 million, respectively. The remaining net position is
restricted based upon donor intent. To support funding for the College’s current campus development efforts and
develop more scholarship opportunities for students, the College’s first Capital Campaign was initiated in 2009.
A goal of $10 million was established. As of August 2011, the goal had been achieved. The final amount of gifts
received was $17.1 million. The Foundation provided $2.8 million to the College from the proceeds of the
Capital Campaign during fiscal year 2013.
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Current assets:
Cash and cash equivaents (note 2)
Short-term investments (note 2)
Restricted short-term investments (note 2)
Accounts receivable, net (note 3)
Receivable from government agencies (note 7)
Accrued interest receivable
Unamortized bond issuance costs
Other assets

Total current assets

Noncurrent assets:
Endowment investments (note 2)
Accounts receivable, net (note 3)
Bond proceeds available for campus construction
Other long term investments (note 2)
Unamortized bond issuance costs
Capital assets, net (note 4)

Tota noncurrent assets
Total assets

See accompanying notesto financial statements.

Assets

COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Statements of Net Position
June 30, 2013 and 2012

13

Business-type activities

Component unit

The Community College
of Philadelphia

The Community College
of Philadelphia Foundation

2013 2012 2013 2012
11,967,374 11,562,871 344,345 101,296
10,325,397 10,888,433 3,485,382 1,673,923

— 1,364,726 — 996,523
5,414,648 3,979,868 383,344 1,568,326
2,752,692 2,608,520 — —

47,943 50,235 — —
153,680 176,314 — —
1,338,150 1,136,696 — —
31,999,884 31,767,663 4,213,071 4,340,068

— — 7,460,107 6,429,733

— — 926,381 1,158,880
2,444,146 2,947,510 — —

15,750,134 15,782,209 — —
1,277,911 1,422,378 — —
180,052,760 179,484,523 — —
199,524,951 199,636,620 8,386,488 7,588,613
231,524,835 231,404,283 12,599,559 11,928,681

(Continued)



COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Statements of Net Position
June 30, 2013 and 2012

Business-type activities Component unit

The Community College The Community College

of Philadelphia of Philadelphia Foundation
Liabilitiesand Net Position 2013 2012 2013 2012
Current liabilities:
Accounts payable and accrued liabilities (note 5) $ 15,994,555 14,173,138 1,959,082 224,052
Payable to government agencies (note 7) 1,907,504 2,418,723 — —
Deposits 186,902 123,494 — —
Unearned revenue 2,430,576 2,323,832 986,999 244,500
Current portion of capital lease obligation (note 6) 2,324,476 2,141,430 — —
Current portion of long-term debt (note 6) 8,498,508 8,257,274 — —
Unamortized bond premium 32,651 49,637 — —
Tota current liabilities 31,375,172 29,487,528 2,946,081 468,552
Noncurrent ligbilities:
Accrued liabilities (note 5) 902,430 1,297,574 — —
Payable to government agencies (note 7) — — — —
Annuity payable — — 377 12,719
Capital lease obligation (note 6) 3,982,732 5,038,186 — —
L ong-term debt (note 6) 77,517,384 81,963,699 — —
Unamortized bond premium 209,794 249,596 — —
Other post-employment benefits liability (note 9) 38,755,360 30,225,327 — —
Tota noncurrent liabilities 121,367,700 118,774,382 377 12,719
Total liabilities 152,742,872 148,261,910 2,946,458 481,271
Net position:
Net investment in capital assets 91,369,577 86,330,902 — —
Restricted (note 8):
Nonexpendable:
Scholarships, awards and faculty chair — — 5,791,697 5,024,844
Annuities — — 11,347 7,860
Expendable:
Scholarships, awards and faculty chair — — 1,775,546 1,728,346
Capital projects 2,740,642 1,364,726 577,902 3,392,412
Unrestricted (15,328,256) (4,553,255) 1,496,609 1,293,948
Total net position $ 78,781,963 83,142,373 9,653,101 11,447,410

See accompanying notes to financial statements.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Statements of Revenues, Expenses and Changes in Net Position
Y ears ended June 30, 2013 and 2012

Business-type activities Component unit

The Community College
of Philadelphia

The Community College
of Philadelphia Foundation

2013 2012 2013 2012
Operating revenues:
Student tuition $ 58,228,544 56,483,928 — —
Student fees 17,044,260 17,260,995 — —
Less scholarship allowance (43,269,962) (43,563,813) — —
Net student fees 32,002,842 30,181,110 — —
Auxiliary enterprises 1,775,612 1,827,133 — —
Gifts — — 738,617 3,342,841
Other sources 158,047 167,258 70,208 17,106
Tota operating revenues 33,936,501 32,175,501 808,825 3,359,947
Operating expenses (note 11):

Educational and general:
Instruction 66,436,316 62,162,440 80,469 113,984
Public service 155,657 62,796 — —
Academic support 17,246,555 17,723,410 — —
Student services 21,913,072 21,075,190 7,589 1,129
Institutional support 26,216,369 23,281,334 1,582,774 639,323
Physical plant operations 12,741,867 12,244,438 — —
Depreciation 10,423,443 9,764,169 — —
Student aid 8,327,636 10,014,970 238,178 321,383
Auxiliary enterprises 559,068 632,992 — —
Total operating expenses 164,019,983 156,961,739 1,909,010 1,075,819
Operating (loss) surplus $ (130,083,482) (124,786,238) (1,100,185) 2,284,128

See accompanying notes to financial statements.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Statements of Revenues, Expenses and Changes in Net Position

Y ears ended June 30, 2013 and 2012

Nonoperating revenues (expenses):
State appropriations (note 12)
City appropriations (note 12)
Federal grants and contracts
Gifts from the Community College of Philadel phia Foundation
State grants and contracts
Nongovernmental grants and contracts
Net investment income
Interest on capital asset-related debt service
Other nonoperating revenues

Net nonoperating revenues

(Loss) gain before other revenues, expenses,
gains or losses

Capital appropriations

(Decrease) increase in net paosition
Net position, beginning
Net position, ending

See accompanying notes to financial statements.

Business-type activities

Component unit

The Community College
of Philadelphia

The Community College
of Philadelphia Foundation

2013 2012 2013 2012
28,239,824 28,229,309 — —
18,063,705 17,652,197 — —
58,714,660 56,839,421 — —

2,800,152 — (2,809,152) —
7,190,874 6,495,102 — —
1,119,415 1,014,162 1,078,297 365,456

332,708 1,098,141 1,036,731 20,385
(4,856,369) (3,926,641) — —

379,512 539,680 — —

111,993,481 107,941,371 (694,124) 385,841
(18,090,001) (16,844,867) (1,794,309) 2,669,969
13,729,591 14,084,101 — —
(4,360,410) (2,760,766) (1,794,309) 2,669,969
83,142,373 85,903,139 11,447,410 8,777,441
78,781,963 83,142,373 9,653,101 11,447,410
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadel phia)

(Business-Type Activities — College only)
Statements of Cash Flows
Y ears ended June 30, 2013 and 2012

2013 2012
Cash flows from operating activities:
Tuition and fees $ 31,910,181 30,269,238
Payments to suppliers (27,987,848) (20,864,082)
Payments to employees (74,669,197) (76,958,264)
Payments for employee benefits (34,201,811) (32,004,232)
Payments for student aid (8,327,636) (10,282,045)
Auxiliary enterprises 1,772,166 1,829,829
Other cash receipts 158,047 175,526
Net cash used in operating activities (1112,346,098) (107,834,030)
Cash flows from noncapital financing activities:
State appropriations 28,209,309 28,228,017
City appropriations 18,063,705 17,652,197
Gifts and grants 69,353,397 65,383,312
Other nonoperating 442,920 548,756
Net cash provided by noncapital financing activities 116,069,331 111,812,282
Cash flows from capital and related financing activities:
State capital appropriations 6,384,089 6,327,091
City capital appropriations 7,345,502 7,757,010
Decrease in bond proceeds available for campus construction 503,364 13,961,301
Proceeds from capital debt 6,775,092 1,000,000
Purchases of capital assets (9,875,352) (17,084,934)
Principal on capital debt (12,968,909) (10,256,224)
Interest on capital debt (4,777,353) (5,051,706)
Net cash used in capital and related financing activities (6,613,567) (3,347,462)
Cash flows from investing activities:
Proceeds from sales and maturities of investments 47,400,465 39,552,092
Purchases of investments (45,440,628) (43,390,344)
Interest on investments 335,000 1,098,655
Net cash provided by (used in) investing activities 2,294,837 (2,739,597)
Increase (decrease) in cash 404,503 (2,108,807)
Cash and cash equivalents, beginning 11,562,871 13,671,678
Cash and cash equivalents, ending $ 11,967,374 11,562,871

See accompanying notes to financial statements.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadel phia)

(Business-Type Activities — College only)

Statements of Cash Flows

Y ears ended June 30, 2013 and 2012

Reconciliation of net operating loss to net cash used in operating

activities:
Operating loss

Adjustments to reconcile net operating loss to net cash used in

operating activities:
Depreciation
Changesin assets and liabilities:
Accounts receivable
Prepaid and other assets
Loansto students and employees

Accounts payable and accrued liabilities

Deferred revenues
Other post employment benefits

Net cash used in operating activities

Supplemental disclosure of noncash capital financing activity:

Capital assets acquired via capital lease

See accompanying notes to financial statements.
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2013 2012
$ (127,274,330) (124,786,238)
10,423,443 9,764,169
(1,681,822) 198,323
(201,454) (59,846)
102,870 14,593
1,453,169 (689,116)
111,145 113,083
8,530,033 7,611,002

$ (108,536,946) (107,834,030)
$ 1,116,328 3,954,516
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

Summary of Significant Accounting Policies

(@)

(b)

Organization

The Community College of Philadelphia (the College) operates in accordance with the provisions of
Commonwealth of Pennsylvania (the Commonwealth) legislation and through the sponsorship of the
City of Philadelphia (the City). For financial reporting purposes, the College has been determined to
be a component unit of the City, and as such has adopted the applicable provisions of the
Government Accounting Standards Board (GASB).

Component Unit

The Community College of Philadelphia Foundation (the Foundation), was established to serve as an
organization responsible for College fund-raising activities.

The by-laws of the Foundation give the College’s board of trustees’ approval authority over all
decisions made by the Foundation board of directors and the College has the authority to amend the
by-laws of the Foundation at any time. Therefore, the Foundation is considered to be a discretely
presented component unit of the College and all financial transactions are reported within the
financial statements of the College.

Measurement Focus, Basis of Accounting, and Basis of Presentation

The accompanying financial statements have been prepared using the economic resources
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles, as prescribed by the GASB. Revenues are recorded when earned and expenses
are recorded when a liability is incurred, regardless of the timing of related cash flows. Grants and
similar items are recognized as revenue as soon as all eligibility requirements have been met.

The College has determined that it functions as a Business Type Activity, as defined by GASB. The
effect of interfund activity has been eliminated from these financial statements.

The College’s policy is to define operating activities in the statement of revenues, expenses, and
changes in net position as those that generally result from exchange transactions such as the payment
received for services and payment made for the purchase of goods and services. Certain other
transactions are reported as nonoperating activities. These nonoperating activities include the
College’s operating and capital appropriations from the Commonwealth of Pennsylvania and City of
Philadelphia; federal, state, and private grants; net investment income; gifts; interest expense; and
disposals of capital assets.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

Government Appropriations

Revenue from the Commonwealth of Pennsylvania and City of Philadelphia is recognized in the
fiscal year during which the funds are appropriated to the College. The College is fiscally dependent
upon these appropriations. Specific accounting policies with regard to government appropriations are
as follows:

Commonwealth of Pennsylvania

General state legislation establishing community colleges provides for the reimbursement of certain
college expenses from Commonwealth funds appropriated for this purpose. Act 46 enacted in
July 2005 changed the original basis of allocating operating funds to Commonwealth community
colleges from a formula approach based upon full-time equivalents (FTE) students taught in the
current fiscal year to a state-wide community college appropriation. Under Act 46, the state-wide
operating budget appropriation for community colleges is to be distributed among each of the
fourteen colleges in three parts: base funding, growth funding and high priority (economic
development) program funding. The provisions of Act 46 are intended to ensure that base operating
funding for each college will at least equal the amount of funds received in the prior year. Annually,
twenty-five percent of any new dollars in the operating funding granted community colleges is to be
distributed proportionally among the colleges experiencing growth in the prior year based upon their
share of the FTE growth. Colleges whose enrollments are stable or decline do not receive any
increase from the growth funding.

The other significant operating funding change as a result of Act 46 was the establishment of
Economic Development (high priority) program funding. High priority program funding is based
upon prior year enrollments in program areas defined by the State to contribute to trained worker
growth in critical employment areas. Using prior-year FTE enrollments in targeted programs as the
allocation mechanism, each college is to receive a proportionate share of the available funds
allocated to high priority programs.

Beginning with the 2010 fiscal year state budget, and continuing for the 2011, 2012, and 2013 fiscal
years, the provisions of Act 46 were not followed in allocating operational funds to Pennsylvania
community colleges. The 2009-10 State operating allocation, including high priority program
funding, for each college was computed using the amount each college received for 2008-09 and
reducing it by 0.21%. In fiscal 2011 and fiscal 2012 the total state operating allocation to community
colleges was unchanged from 2010 funding levels, but 9.1% of the revenues were allocated by the
State from Federal Economic Stimulus Funds provided by the Federal Government to the
Commonwealth of Pennsylvania. The State appropriation to the College funded from Federal
Stimulus funds was $2.8 million in each of the two years. Federal Stimulus funding was not replaced
upon the expiration of the federal program. The fiscal 2012-13 operating allocation to the College
was reduced by the $2.8 million previously funded through the Federal Stimulus Funds in the 2011
and 2012 fiscal years.

Under the provisions of Act 46, a separate revolving pool was established for community college
capital funding. Capital funding, which may include major equipment and furniture purchases,
capital improvements to buildings and grounds, debt service on major capital projects, and net rental
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

costs for eligible capital leases is reimbursed at the rate of 50%. Capital costs not previously
approved for annual funding are subject to a competitive application process with the allocation of
available funds made by the Pennsylvania Department of Education using state-wide criteria.

Any excesses or deficiencies between provisional payments and the final annual reimbursement
calculation of annual Commonwealth funding are reflected as a payable or receivable from the
Commonwealth.

Net Position

The College classifies its net position into the following four net position categories:

Net investment in capital assets: Capital assets, net of accumulated depreciation and outstanding
principal balances of debt attributable to the acquisition, construction, repair, or improvement of
those assets.

Restricted — nonexpendable: Net position subject to externally imposed conditions that the College
must maintain them in perpetuity.

Restricted — expendable: Net position whose use is subject to externally imposed conditions that can
be fulfilled by the actions of the College or by the passage of time.

Unrestricted: All other categories of net position. Unrestricted net position may be designated by
actions of the College’s board of trustees.

The College has adopted a policy of generally utilizing restricted — expendable funds, when
available, prior to unrestricted funds.

Cash and Cash Equivalents

The College considers all petty cash accounts and demand deposits with financial banking
institutions to be cash. The College considers all short term investments (primarily certificates of
deposit) with a maturity of 90 days or less to be cash equivalents.

Investments

Investments in marketable securities are stated at fair value. VValuations for marketable securities are
provided by external investment managers or are based on audited financial statements when
available.

Dividends, interest, and net gains or losses on investments of endowments and similar funds are
reported in the statement of revenues, expenses, and changes in net position. Any net earnings not
expended are included in net position categories as follows:

(i) asincreases in restricted — nonexpendable net position if the terms of the gift require that they
be added to the principal of a permanent endowment fund;
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

(i)  as increases in restricted — expendable net position if the terms of the gift or the College’s
interpretation of relevant state law impose restrictions on the current use of the income or net
gains; and

(iii) as increases in unrestricted net position in all other cases.

The College policy permits investments in obligations of the U.S. Treasury; certificates of deposit;
commercial paper rated A-1 by Standard and Poor’s Corporation or P-1 by Moody’s Commercial
Paper Record; bankers’ acceptances; repurchase agreements; the Commonfund’s, Intermediate Term
Fund, Multi-Strategy Bond Fund, and specifically approved fixed income securities. The investment
practice of the Foundation includes the use of the Commonfund, Multi-Strategy Equity Funds,
Multi-Strategy Bond Funds, and specifically approved fixed income securities.

Capital Assets

Real estate assets, including improvements, are generally stated at cost. Furnishings and equipment
are stated at cost at date of acquisition or, in the case of gifts, at fair value at date of donation.
Interest costs on debt related to capital assets are capitalized during the construction period.

Assets are depreciated using the straight-line method. The range of estimated useful lives by asset
categories is summarized as follows:

Asset category Years
Buildings 10to 50
Furniture and equipment 3to0 10
Library books 10
Audiovisual media 5
Computer desktop software 3
Computer system software 10

The costs of normal maintenance and repairs that do not increase the value of the asset or materially
extend assets lives are not capitalized.

Compensated Absences

Employees earn the right to be compensated during absences for vacation leave and sick leave.
Accrued vacation is the amount earned by all eligible employees through the statement of net
position date. Upon retirement, these employees are entitled to receive payment for this accrued
balance as defined in college policy and collective bargaining agreements.

Students’ Deposits and Unearned Revenue

Deposits and advance payments received for tuition and fees related to certain summer programs and
tuition received for the following academic year are deferred and are recorded as revenues when
instruction is provided.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

Student Fees

Included in student fees are general college fees of $1,459,960 and $1,569,124 for the years ended
June 30, 2013 and 2012, respectively, which have been designated for use by the various student
organizations and activities.

Tax Status

The College generally is exempt from federal and state taxes due to its status as an unincorporated
association established by the Pennsylvania Community College Act of 1963 (the Act). Under the
Act, community colleges are considered to be activities of the Commonwealth.

The Foundation is exempt from federal income taxes under Section 501(c)(3) of the Internal
Revenue Code.

On July 15, 2007, the IRS determined the Foundation is also classified as a public charity under
Sections 509(a)(1) and 170(b)(1)(A)(vi) of the Internal Revenue Code to serve as an organization
responsible for College fund-raising activities.

Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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 revenues and expenses during the reporting period. Actual
results could differ from those estimates.

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 statement 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 students’ behalf. Certain governmental grants are recorded as either
operating or nonoperating 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.

Self Insurance

The Community College of Philadelphia Board of Trustees approved the College’s participation in a
self-insurance medical plan through Independence Blue Cross, which became effective September 1,
2009. A reinsurance limit of $225,000 is in place to limit institutional financial exposure for
individuals with extraordinarily large claims in a policy year. As another component of the
self-insurance approach, the College has established a self-insurance accrued liability account for
possible large claim levels in the future.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

Reclassifications

Certain reclassifications have been made to the 2012 financial statement information to conform to
the 2013 financial statement presentation. There was no impact on the previously reported change in
net position of the College.

Recent Accounting Pronouncements

The GASB issued Statement No. 61 “The Financial Reporting Entity: Omnibus” in November 2010
(GASB 61), which is effective for the College’s year ended June 30, 2013. This statement is an
amendment of GASB Statements No. 14 “The Financial Reporting Entity”, and No. 34 “Basic
Financial Statements—and Management's Discussion and Analysis—for State and Local
Governments”. GASB 61 amends certain requirements for inclusion of component units in the
reporting government’s financial reporting entity and the conditions under which component units
are consolidated as blended component units rather than discretely presented. Under the amended
guidance, the College’s component unit foundation continues to be reported as a component unit
because the College is financially accountable for the foundation, as defined in the standard. The
foundation continues to be discretely presented because 1) the Board and management of the
foundation are separate from those of the College 2) the foundation provides scholarships and other
benefits directly to students of the College as well as providing fundraising on behalf of the College
itself and 3) the Foundation has no outstanding debt.

The GASB issued Statement No. 62 “Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1989 FASB and AICPA Pronouncements” (GASB 62) in December
2010, which is effective for the College’s year ended June 30, 2013. The statement incorporates into
the GASB’s own pronouncements certain accounting and financial reporting guidance that is
included in pronouncements issued on or before November 30, 1989 that do not conflict with or
contradict GASB pronouncements including Financial Accounting Standards Board (FASB)
Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Research
Bulletins of the American Institute of Certified Public Accountants’ (AICPA) Committee on
Accounting Procedure. GASB 62 did not have an impact on the College’s financial statements
because the provisions of the standard are generally consistent with the original GASB and AICPA
requirements except where clarification was necessary to appropriately apply the standards to
governmental entities.

The College adopted the provisions of GASB Statement No. 63, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources, and Net Position (GASB 63), for the year
ended June 30, 2013.

The GASB 63 objective is to provide guidance for reporting deferred outflows of resources, deferred
inflows of resources, and net position in a statement of financial position and related disclosures. The
adoption of GASB 63 did not have a significant impact on the financial statements as the underlying
accounting and financial reporting guidance has not changed. The College has no items that are
classified as deferred inflows or outflows of resources as of June 30, 2013.
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COMMUNITY COLLEGE OF PHILADELPHIA
(A Component Unit of the City of Philadelphia)

Notes to Financial Statements
June 30, 2013 and 2012

GASB Statement No. 65, Items Previously Reported as Assets and Liabilities (GASB 65), effective
for the College’s fiscal year ended June 30, 2014, establishes accounting and financial reporting
standards that reclassify, as deferred outflows of resources or deferred inflows of resources, certain
items that were previously reported as assets and liabilities. As a result of the adoption of GASB 65,
the gain or loss from debt refunding will be reported as a deferred inflow or outflow of resources
rather than as an asset or liability. Also, debt issuance costs, expect any portion related to prepaid
insurance costs, will be recognized as expense in the period incurred, rather than as an asset. These
provisions will be applied retroactively to the beginning of the first period presented, when adopted
in fiscal year 2014.

Deposits and Investments

The College invests its funds in accordance with the Board of Trustees’ investment policy, which
authorizes the College to invest in cash equivalents which consist of treasury bills, money market funds,
commercial paper, bankers’ acceptances, repurchase agreements, and certificates of deposit; fixed income
securities including U.S. government and agency securities, corporate notes and bonds, asset-backed
bonds, floating rate securities, and Yankee notes and bonds; and mutual funds including the Commonfund
Multi-Strategy Bond Fund, and Commonfund Intermediate Fund. Regardless of fund classifications,
certain general tenets apply. Investments in all classifications seek to maintain significant liquidity and
maximize annual income for the College while avoiding excessive risk. Specific objectives include
maintaining sufficient liquidity to meet anticipated cash needs and the preservation of principal. The
College recognizes that it may be necessary to forego opportunities for potential large gains to achieve a
reasonable risk posture. Certain investments are prohibited, i