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Independent Auditor’s Report on Financial Statements

Office of the Washington State Auditor
Pat McCarthy

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

December 19, 2018

Board of Trustees
Clark College

Vancouwver, Washington
REFPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the business-type activities and the aggregate
discretely presented component vnits of the Clark College, as of and for the year ended June 30, 2018,
and the related motes 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 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 fravd or
EITor.

Aunditor’s Responsibility

Onur responsibility is fo express opinions on these financial statements based on our audit. We did not
andit the financial statements of the Clark College Foundation (the Foundation), which represents 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 opinicn,
insofar as it relates to the amonnts included for the Foundation, 1s based solely on the report of the other
auditors.

We conducted our audit in accordance with anditing 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

Inswrance Building, P.O. Box 40021 * Olympia, Washington 93504-0021 » (360) 902-0370 * Pat McCarthy@sa0 wa.gov
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perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement. The financial statements of the Foundation were not andited in accordance with
Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
azsessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the anditor considers internal control relevant to the College’s
preparation and fair presentation of the financial statements in order to design andit procedures that are
appropriate in the circumstances, 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 uwsed and the reasomableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

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

Opinion

In cur opinion, based on our audit and the report of the other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the business-type
activities and the aggregate discretely presented component units of the Clark College, as of June 30,

2018, and the respective changes in financial position and cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Matters of Emphasis

As discussed in Note 2 to the financial statements. in 2018, the College adopted new accounnting
guidance, Governmental Accounting Standards Board Statement No. 75, decounting and Financial
EReporting for Fostemployment Bengfits Other Than Pensions. Our opinion is not modified with respect
to this matter.

As discussed in Note 1, the financial statements of Clark College, an agency of the state of Washington,
are intended to present the financial position, and the changes in financial position, and 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 compeonent units. They do not purport
to, and do not, present fairly the financial position of the state of Washington as of June 30, 2018, the
changes in its financial position, or where applicable. its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America. Our opinion 15 not
modified with respect to this matter.
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Other Matters
Report on Summarized Comparative Information

The financial statements inclode summarized prior-yvear comparative information for the Foundation.
Such information does not include all of the information required for a presentation in conformity with
accounting principles genmerally accepted in the United States of America. Accordingly, such
information should be read in conjunction with the Foundation’s financial statements for the year ended
Tune 30, 2017, from which such partial information was derived. Other anditors have previously andited
the Foundation™s 2017 basic financial statements and they expressed an unmodified opinion in their
report dated November 186, 2017.

Reguired Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis and required supplementary information listed in the table of contents be
presented to supplement the basic financial statements. Svch 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 anditing standards generally accepted in the United States
of America, which consisted of inguiries of management about the methods of preparing the information
and comparing the information for consistency with management’s responses to our inguiries, the basic
financial statements, and other knowledge we cbtained during our andit of the basic financial statements.
We do not express an opimion or provide any assurance on the information becanse 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 information identified in the table of contents as
the Trustees and Executive Officers is presented for purposes of additional analysis and is not a required
part of the basic financial statements of the College. Such information has not been subjected to the
anditing procedures applied in the andit of the basic financial statements and, accordingly, we do not
express an opinion of provide any assurance on it.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING STANDARDS

In accordance with Governmeant Auditing Standards, we will also issue our report dated December 19,
2018, 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
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reporting and compliance and the resnlts 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 andit performed in
accordance with Government Audifing Standards in considering the College’s internal control over
financial reporting and compliance.

Sincerely.
Pat MecCarthy

State Auditor
Olympia, WA
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Management’s Discussion and Analysis

Clark College

The following discussion and analysis provides an overview of the financial position and activities of
Clark College (the College) for the fiscal year ended June 30, 2018 (FY 2018). This overview
provides readers with an objective and easily readable analysis of the College’s financial
performance for the year, based on currently known facts and conditions. This discussion has been
prepared by management and should be read in conjunction with the College’s financial statements
and accompanying note disclosures.

Reporting Entity

Clark College 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 approximately 12,800 students. The College
confers associates degrees, certificates and high school diplomas. The College was established in
1933. Its primary purpose is to provide opportunities for diverse learners to achieve their educational
and professional goals, thereby enriching the social, cultural, and economic environment of our
region and the global community.

The College’s main campus is located in VVancouver, Washington, a community of about 175,000
residents. The College also offers classes at our satellite locations in east Vancouver at the Columbia
Tech Center, and in north VVancouver on the campus of Washington State University VVancouver.
Economic and Community Development
classes are offered in downtown Vancouver
at the Columbia Bank Building. The College
is currently planning for an additional
location in north Clark County and has just
completed the renovation of its Culinary Arts
facility at its main campus to serve the
increased demand for training. The College
is governed by a five member Board of
Trustees appointed by the governor with the
consent of the state Senate. By statute, the
Board of Trustees has full control of the
College, except as otherwise provided by
law.

Using the Financial Statements

The financial statements presented in this report encompass the College and its component unit, the
Clark College Foundation. The College’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 College as of June 30, 2018. The
Statement of Revenue, Expenses and Changes in Net Position and the Statement of Cash flows
provide information about operations and activities over the entire fiscal year. Together, these
statements, along with the accompanying notes, provide a comprehensive way to assess the College’s
financial health.

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
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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 College’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 College’s activities is considered to be a single business-type
activity and accordingly, is reported within a single column in the basic financial statements.

During 2018, the College implemented GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other than Pensions (OPEB). This Statement requires
the College to recognize its proportionate share of the state’s actuarially determined OPEB
liability with a one year lag measurement date similar to GASB Statement No. 68. The change in
accounting principle resulted in an adjustment to beginning net position in the amount of
$39,087,357. Additional information can be found in Note 19.

Statement of Net Position

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

Condensed Statement of Net Position FY 2018 FY 2017
As of June 30th
Assets
Current Assets 22,623,237 29,235,432
Capital Assets, net 138,266,040 136,548,751
Total Assets $ 160,889,277 $ 165,784,183
Deferred Outflows
Deferred Outflows Related to Pensions $ 2,796,742 $ 3,549,045
Deferred Outflows Related to OPEB $ 570914 $ -
Total Deferred Outflows $ 3,367,656 $ 3,549,045
Liabilities
Current Liabilities 10,288,895 6,897,233
Other Liabilities, non-current 60,869,127 32,620,078
Total Liabilities $ 71,158,022 $ 39,517,311
Deferred Inflows
Deferred Inflows Related to Pensions $ 3,675,968 $ 1,752,373
Deferred Inflows Related to OPEB $ 5,869,654 $ -
Total Deferred Intflons $ 9,545,622 $ 1,752,373
Net Position
Net Investment in Capital Assets 130,383,587 133,744,435
Restricted 1,003,106 949,975
Unrestricted (47,833,404) (6,630,866)
Total Net Position, as restated 83,553,289 128,063,544
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Current assets consist primarily of cash, investments, various accounts receivables and inventories.
The decrease of current assets in FY 2018 can primarily be attributed to a decrease in restricted
investments for COP proceeds related to the Certificate of Participation obtained to finance the
Culinary Arts renovation. The renovation was completed and the investment fully spent.
Additionally, accounts receivable decreased primarily to a decrease in the receivable due from the
State Treasurer related to expenditures at year-end associated with the College’s operating allocation.

Net capital assets increased by $1,717,289 from FY 2017 to FY 2018. After taking into consideration
current depreciation expense of $4,529,212 the majority of the increase is the result of the completion
renovation of the Tod and Maxine McClaskey Culinary Arts Institute.

Deferred outflows of resources and deferred inflows of
resources represent pension-related deferrals associated
with the implementation of GASB Statement No. 68 in
FY 2015, Statement No. 73 in FY 2017, and Statement
No. 75 in FY 2018. The College recorded $3,549,045
in FY 2017 and $2,796,742 in FY2018 of pension-
related deferred outflows. The decrease in deferred
outflows related to pensions reflect the College’s
proportionate share of a decrease in the state-wide
amounts reported by the DRS due to differences
between expected and actual experience related to the
actuarial assumptions. In addition, the College .
recorded a deferred outflows related to implementation OPEB, all of which is related to employer
contributions subsequent to the measurement date.

Similarly, the increase in deferred inflows in 2017 reflects the increase in difference between
projected and actual investment earnings on the state’s pension plans. The College recorded
$1,752,373 in FY 2017 and $3,675,968 in FY2018 of pension-related deferred inflows. The increase
reflects the change in proportionate share. Additionally, the College recorded a deferred inflows
related to the implementation of OPEB, all of which is related to changes in assumptions.

Current liabilities include amounts payable to suppliers for goods and services, accrued payroll and
related liabilities, deposits held for others, the short-term portion of Certificates of Participation debt,
unearned revenue, as well as the short-term portion of pension and OPEB liabilities. 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 in current liabilities from FY 2017 to FY 2018 is primarily the result of the
implementation of GASB Statement No. 75 related to OPEB liability reporting. In addition, the
College estimated, based on a three-year average, a portion of vacation and sick leave liability to be
accrued as a short-term liability.

Non-current liabilities primarily consist of the amount of vacation and sick leave earned but not yet
used by employees, the long term portion of Certificates of Participation debt, the College’s share of
the pension liabilities, and the College’s share of the OPEB liability.

The College’s non-current liabilities increased due to the implementation of GASB Statement No.
75, reflecting the College’s proportionate share of the postemployment benefit liability for the
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state’s OPEB. This increase was slightly offset by a decrease in the College’s proportionate share
in pension liabilities.

Net position represents the value of the College’s assets and deferred outflows after liabilities
and deferred inflows are deducted. The College is required by accounting standards to report its
net position in four categories:

Net Investment in Capital Assets — 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:
Nonexpendable — consists of funds which a donor or external party has imposed the
restriction that the corpus or principal is not available for expenses but for investment
purposes only. Historically, donors interested in establishing such funds to benefit
the College or its students have chosen to do so through the Foundation. As a result,
the College is not reporting any balance in this category.

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 expendable balance for the
College is funds held for student loans and institutional financial aid funds per RCW
28B.15.820.

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
Executive Cabinet. 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.

As stated earlier in this section, the College’s net position was adjusted by $39,087,357 due to the
implementation of GASB Statement No. 75.

Net Position
As of June 30th Fy2018 Fy 2017
Net investment in capital assets $130,383,587 $133,744,435
Restricted
Bxpendable - Grants in Aid 967,542 914,217
Bxpendable - Student Loans 35,564 35,758
Unrestricted (47,833,404) (6,630,866)
Total Net Position $83,553,289 $128,063,544

Statement of Revenues, Expenses and Changes in Net Position

The Statement of Revenues, Expenses and Changes in Net Position accounts for the College’s
changes in total net position during FY 2018. The objective of the statement is to present the
revenues earned, both operating and non-operating, and the expenses incurred by the College, along
with any other revenue, expenses, and gains and losses of the College.
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Generally, operating revenues are earned by the College in exchange for providing goods and
services. Tuition, grants and contracts are included in this category. In contrast, non-operating
revenues include monies the College receives from another government agency without directly
giving equal value to that agency in return. Accounting standards require that the College categorize
state operating appropriations and Pell Grants as non-operating revenues.

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

services provided.

A condensed comparison of the College’s revenues, expenses and changes in net position for the
years ended June 30, 2018 and 2017 is presented as follows:

Condensed Statement of Revenues, Expenses, and Changes in Net Position

As of June 30th
Operating Revenues
Student tuition and fees, net
Auxiliary enterprise sales
State and local grants and contracts
Federal grants and contracts
Other operating revenues
Total operating revenues
Operating Expenses
Operating Loss
Non-operating revenues
State appropriations
Federal Pell grant revenue
Investment income, net
Non-operating expenses
Net non-operating revenues (expense)
Income (loss) before capital contributions
Capital Appropriations and Contributions
Change in Net Position
Net Position, Beginning of the Year
Change in Accounting Principle

Net Position, End of the Year

FY 2018 FY 2017 Change
$ 20,574,862 $ 21,324,126 S (749,264)
5,937,046 6,038,382 (101,336)
23,930,896 23,141,563 789,333
623,557 703,782 (80,225)
1,187,553 1,275,315 (87,762)
52,253,914 52,483,168 (229,254)
(101,083,253) (102,312,248) 1,228,995
(48,829,339) (49,829,080) 999,741
33,689,064 34,267,598 (578,534)
11,803,483 12,450,915 (647,432)
245,144 125,989 119,155
(3,182,567) (3,090,314) (92,253)
42,555,124 43,754,188 (1,199,064)
(6,274,215) (6,074,892) (199,323)
851,317 5,939,757 (5,088,440)
(5,422,898) (135,135) (5,287,763)
128,063,544 133,376,906 (5,313,362)
(39,087,357) (5,178,227) (33,909,130)
$ 83,653,280 $ 128,063,544 $ (44,510,255)
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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. In
FY 2017, the SBCTC moved forward with a new allocation model, allocating funds to each of the 34
Colleges based on 3-year average FTE actuals. In FY 2017, the College saw a small increase in its
state allocation due to the implementation of this new model. However, the Colleges allocation was
slightly reduced in FY 2018 to reflect a reduction in its funded enrollment target or FTE, and
associated funding. In addition, in FY2017 the College received a one-time allocation of $1,878,730
for a portion of its share of Moore vs HCA settlement cost. This allocation did not carry forward to
future years.

State Operating Allocation Compared to Annual Full Time
Equivalent Enroliments

$36,000,000 12000
$34,000,000
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$32,000,000
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In FY 2018, the College’s decrease in tuition and fee revenue is primarily attributable to the decline
in enrollment along with changes in enrollment levels such as fewer part-time students, as well as a
decrease in international students. Pell Grant revenues generally follow enrollment trends. As the
College’s enrollment decreased during FY 2018, so did the College’s Pell Grant revenue. For FY
2018, the College attempted to keep other fees as stable as possible, resulting in only small changes
in these revenues.
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In FY 2018, state and local operating grant and
contract revenues increased by $789,333 when
compared with FY 2017. This is primarily
attributable to a steady increase in Running Start
enrollments as well as an increase in the
Running Start reimbursement rates. The College
continued to serve students under the terms of
contracted programs. The College contracts with
local high schools to enroll Running Start
students who earn both high school and college
credit for these courses.

FY 2018 Selected Elements of Revenue 4 Tution and Fees net,

1%

12%

$20,574,862

H Grants and Contracts,
$23,930,896

i Pell Grants, $11,803,483

M Federal Grants, $623,557

® Auxiliary Enterprise Sales,
$5,937,046

i Capital Appropriations,
$550,357

M State Appropriations,
$33,689,064

FY 2017 H Tuition and Fees, net,

33%
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$21,324,126

H Grants and Contracts,
$23,141,563

i Pell Grants,

0,
21% $12,450,915

H Federal Grants,
$703,782

22%
[ Auxiliary Enterprise

6% 12% Sales, $6,038,382
(]

i Capital Appropriations,
[V
1% $5,523,948

M State Appropriations,
$34,267,598
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The College receives capital spending authority on a biennial basis. In accordance with accounting
standards, the amount shown as capital appropriation revenue on the financial statements is the
amount expended in the current year. Expenses from capital project funds that do not meet
accounting standards for capitalization are reported as operating expenses. Those expenses that meet
the capitalization standard are not shown as expense in the current period and are instead recognized
as depreciation expense over the expected useful life of the asset.

Ribbon cuﬁing for the new Tod and MaxineMcCIaskey Culinary Arts intite

Expenses
Faced with severe budget cuts over the past six years, the College has continuously sought
opportunities to identify savings and efficiencies, while also looking at opportunities for innovation.

More recently, in FY 2018, salary costs increased by over $1.5 million as a direct result of the 2.0%
salary increase appropriated by the Legislature. In addition, benefits increased by approximately $2
million as a result of the increased healthcare and retirement costs, as well as the accrual of pension
adjustments related to GASB 68, 73 and 75 reporting.

Scholarships including financial aid declined by over $976,534 in FY 2018. This is in direct
correlation to the decline in enroliment, whereby the College served fewer students seeking aid than
in prior years. In addition, the College has continued to educate students on financial literacy,
encouraging a reduction in loans taken out by our students. Other Expenses decreased by over $3.8
million and was primarily attributable to the Moore vs. HCA settlement payout costs of $3.2 million
in FY 2017. Certain capital project costs do not meet accounting criteria for capitalization as part of
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the cost of the building and are instead recognized as supplies and materials or purchased services

costs. These fluctuations are normal.

FY 2018 Selected Elements of Expense

15%

4%

2%

M Salaries and Wages, $48,369,356

B Scholarships, net, $14,827,018

i Benefits, $17,686,708

8 Other Expenses, $7,483,691

® Supplies and Materials,
$4,784,575

& Depreciation, $4,529,212

M Purchased Services, $2,392,957

H Utilities, $1,009,736

Capital Assets and Long-Term Debt Activities

FY 2017

3%

- 4%, \

11%

15%

15%

1%
46%

M Salaries and Wages,
$46,847,746

H Scholarships, net,
$15,803,552

i Benefits, $15,658,571

M Other Expenses,
$11,294,623

E Supplies and Materials,
$5,008,850

i Depreciation,
$4,063,546

M Purchased Services,
$2,711,611

® Utilities, $923,749

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. This trend is expected to
continue to impact the number of new projects that can be financed. In FY 2017, the College elected
to finance the renovation of the Culinary Arts facility with Certificate of Participation debt.
Additional information regarding the Certificate of Participation debt can be found in Note 14.
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At June 30, 2017, the College had invested $138,266,040 in capital assets, net of accumulated
depreciation. This represents an increase of $1,717,289 from last year, as shown in the following
table.

Asset Type June 30, 2018 June 30, 2017 Change

Land $11,021,429 $11,021,429 $0
Construction in Progress $0 $5,065,860 -$5,065,860
Buildings, net $121,525,610 $114,692,622 $6,832,988
Other Improvements and Infrastructure, net $2,914,038 $3,180,945 -$266,907
Equipment, net $2,552,204 $2,348,209 $203,995
Library Resources, net $252,759 $239,686 $13,073
Total Capital Assets, Net $138,266,040 $136,548,751 $1,717,289

The increase in net capital assets can be primarily attributed to the completion of the renovation of
the Tod and Maxine McClaskey Culinary Arts Institute, and normal replacement and acquisition of
equipment and library resources. Additional information on capital assets can be found in Note 7.

UltraREAL exhibit at the Archer Gallery

At June 30, 2018, the College had $7,255,000 in outstanding debt. This represents a decrease of
$510,000 from last year. In FY 2017, the college entered into two Certificate of Participation
loans, one for the renovation of the culinary arts facility and another for energy efficiency
improvements.

18|Page



Additional information of notes payable, long-term debt and debt service schedules can be found
in Notes 14 and 15 of the Notes to the Financial Statements.

Baking Students in the new Tod and Maxine McClaskey Culinary Institute

Economic Factors That May Affect the Future

While Washington’s strong economy continues to produce increased operating revenue, the
legislature’s mandate to fully fund K-12 public education leaves little discretionary funding left
for the community and technical college system. As a result, it is likely that Clark College will
only realize new revenue through increases in tuition and Running Start reimbursement rates,
both of which are set at the state level. Enrollment numbers at the College appear to be
stabilizing for the first time in years, but they are still well below our state funded enrollment
targets and are not expected to grow significantly while unemployment remains low. As long as
other colleges in the system also experience low enrollment, Clark will not be adversely
impacted by the State Board’s funding allocation model, which is driven primarily by enrollment
of state-support students. However, if other schools see their numbers grow, Clark’s operating
appropriation is at risk of declining proportionately.

The College is in the design phase for a new 70,000 square foot advanced manufacturing center
to be built on our new North County campus. The new center will allow us to add sections and
boost enrollments in one of the region’s fastest growing technical career pathways. At this time
it is uncertain if the legislature will appropriate construction funding in the 2019-21 capital
budget.
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College Statement of Net Position
Clark College

Statement of Net Position
As of June 30, 2018

Assets
Current Assets
Cash and cash equivalents (Note 3)
Restricted cash and cash equivalents (Note 3)
Accounts receivable, net (Note 4)
Student loans receivable, net (Note 5)
Inventories (Note 6)
Prepaid expenses
Total current assets
Non-Current Assets
Non-depreciable capital assets (Note 7)
Depreciable capital assets, net (Note 7)
Total non-current assets
Total assets
Deferred Outflows of Resources
Deferred ouflows related to pensions (Note 18)
Deferred ouflows related to OPEB (Note 19)
Total deferred ouflows of resources

Liabilities
Current Liabilities
Accounts payable
Accrued liabilities (Note 9)
Compensated absences (Note 12)
Deposits payable
Unearned revenue (Note 10)
Certificates of participation, current portion (Note 14 and 15)
Total pension liability, current portion (Note 18)
OPEB liability, current portion (Note 19)
Total current liabilities
Non-Current Liabilities
Compensated absences (Note 12)
Net pension liaibility, long term portion (Note 18)
Total pension liability, long term portion (Note 18)
OPEB liability, long term portion (Note 19)
Unamortized premium (Note 14 and 16)
Certificates of participation, long term portion (Note 14 and 15)
Total non-current liabilities
Total liabilities
Deferred Inflows of Resources
Deferred inflows related to pensions (Note 18)
Deferred inflows related to OPEB (Note 19)
Total deferred inflows of resources

Net Position
Net Investment in Capital Assets
Restricted for:
Expendable
Student loans
Unrestricted
Total Net Position

The notes to the financial statements are an integral part of this statement

2018

15,418,761
1,398,087
4,908,810

22,632
741,451
133,496

22,623,237

11,021,429

127,244,611

138,266,040

160,889,277

2,796,742
570,914

3,367,656

810,087
2,971,202
361,749
120,902
1,759,887
655,000
68,802
3,541,266

10,288,895

5,313,576
11,665,473
3,687,570
32,533,985
1,068,523

6,600,000

60,869,127

71,158,022

3,675,968
5,869,654

9,545,622

130,383,587

967,542
35,564

(47,833,404)
83,553,289
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Foundation Statement of Financial Position

Clark College Foundation

Statement of Financial Position

June 30, 2018

(With Summarized Financial Information for June 30, 2017)

Temporarily Permanently Total Total
Unrestricted Restricted Restricted  June 30,2018  June 30, 2017
ASSETS
Cash 3 32573 % - % S 32573 % 533,396
Investments 19,224,009 10,775,257 53,156,310 83,155,576 77,472,304
Pledges and other receivables, net 122,925 4. 776,640 263,591 5,163,156 4 454 015
Other assets 337,344 - - 337,341 120,830
Split-interest agreements - 206,835 975,374 1,182,209 1,054,277
Property and equipment, net 753,735 - 568,480 1,322,215 1,360,127
Land held for contribution and
development 11,974,992 - - 11,874,992 11,940,191
Total assets $ 32445575 % 15,758,732 § 54,963,755 § 103,168,062 § 96,935140
LIABILITIES AND NET ASSETS
Accounts payable and accrued
liabilities $ 829011 % 157,218 § - 8 986,229 § 531,438
Due toffrom 20,805 - (20,805) - -
Split-interest agreement liabilities 38,686 256,064 300,474 685,224 551,102
Notes payahle 2,082,091 - - 2,082,091 2,481,701
Total lighilities 2,970,593 413,282 369,669 3,753,544 3,564,241
Met assetls
Unrestricted 20,474 982 - - 20474 982 28,360,452
Temporarily restricted - 15,345 450 - 15,345,450 14,087,063
Permanently restricted - - b4 594 086 54 594 086 50,923,384
Total net assets 20,474,982 15,345,450 54 594 086 09,414,518 93,370,899

Total liabilifies and net assets § 32445575 B 15,758,732 § 54,963,755 § 103,168,062 § 96935140
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College Statement of Revenues, Expenses and Changes in Net Position
Clark College

Statement of Revenues, Expenses and Changes in Net Position
For the Year Ended June 30, 2018

2018
Operating Revenues
Student tuition and fees 29,073,067
Less scholarship discounts and allowances (8,498,205)
Auxiliary enterprise sales 5,937,046
State and local grants and contracts 23,930,896
Federal grants and contracts 623,557
Other operating revenues 1,187,553
Total operating revenue 52,253,914
Operating Expenses
Salaries and wages 48,369,356
Benefits 17,686,708
Scholarships, net of discounts 14,827,018
Other expense 7,483,691
Supplies and materials 4,784,575
Depreciation 4,529,212
Purchased services 2,392,957
Utilities 1,009,736
Total operating expenses 101,083,253
Operating income (loss) (48,829,339)
Non-Operating Revenues (Expenses)
State appropriations 33,689,064
Federal Pell grant revenue 11,803,483
Investment income, gains and losses 245,144
Gain on disposal 27,988
Building fee remittance (2,361,712)
Innovation fund remittance (569,005)
Interest on indebtedness (279,838)
Net non-operating revenues (expenses) 42,555,124
Income or (loss) before capital contributions (6,274,215)
Capital appropriations 550,357
Capital contribution-Foundation 300,960
Increase (decrease) in net position (5,422,898)
Net Position
Net position, beginning of year 128,063,544
Cumulative effect of change in accounting principle (Note 2) (39,087,357)
Net position, beginning of year, as restated 88,976,187
Net position, end of year 83,553,289

The notes to the financial statements are an integral part of this statement
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Foundation Statement of Activities and Changes in Net Position

Clark College Foundation
Statement of Activities
Year Ended June 30, 2018

(With Summarized Financial Information for the Year Ended June 30, 2017)

SUPPOHT, REVENUE, AND GAINS
Support
Coniriutions:
Donated sarvicas and use of facilily

Total suppor

Revene and gans
Speclal events and other
Gah (loss) on disposal of praperty
and equipment
Realzed gain on Invesiments
Net urrealized gain {loss) on nvestments
Changs In value of pit-nenss
AQresmEnts
Total revenue and gains

Wit 3558 rejeased from resticiions and
DTer regesignations

Total support, revenue, and gains

EXPENSES
Program BErvicas
College program and capital suppor
Scholarships
Total program senices
Supponing senvices
Fundraising
Management and general
Total supporing services
Total sxpersas
CHAMGE IN NET ASSETS
MET ASSETS, beginning of year

MET ASSETS, end of year

Years Enged June 30

e e e e e r—

Tamporarily Pemanenty 2018 2017
Unrestricted Resmcted Restricted Total Tatal

§ B447Bt § 2086785 5 1,757 4494363 § 1,861,336
58,085 - - 58,085 58,085

702 866 2 096, 78S 1752797 4,557 448 1,939,421
14,324 102,815 - 117,169 85,206
{2.250) - [42.751) {45,001) 36,262
1,395,165 805,553 3,946,537 6,151,285 2,726,823
2,113,914 435,033 [2,023,396) 525,551 4,474,293
i3413] [5,094) 30,285 20,776 E7,114
3,521,734 1,337,377 1,910,675 £,755,750 7,369,635
2,165,549 {2 175,775} 7296 - -
£,333,143 1,258,367 3,670,702 11,322,238 9,329,119
2492922 - - 2 492,972 2,044,932
560,543 - - 560,643 900,038
3,453,571 - - 3,453,571 2,944,970
587,725 - - 887,725 987,581
B37.323 - - B37.323 745,689
1,525,048 - - 1,425,048 1.744.270
5,276,613 - - £.278,513 4,569,240
1,114,530 1,258,367 3,670,702 6,043,613 4,539,879
26 360,452 14,057 DE3 50,923,364 33370859 _ BA731,020
§ 29474982 § 15345450 § 54594086 95414518 5 93,370,599
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College Statement of Cash Flows
Clark College

Statement of Cash Flows
For the Years Ended June 30, 2018

Cash flow from operating activities
Student tuition and fees, net
Grants and contracts
Payments to vendors
Payments for utilities
Payments to employees
Payments for benefits
Auxiliary enterprise sales
Payments for scholarships
Loans issued to students
Collection of loans to students
Other receipts

Net cash used by operating activities

Cash flow from noncapital financing activities
State appropriations
Pell grants
Building fee remittance
Innovation fund remittance
Principal paid on noncapital debt
Interest paid on noncapital debt
Net cash provided by noncapital financing activities

Cash flow from capital and related financing activities
Proceeds from capital debt
Capital appropriations
Capital contribution-Foundation
Purchases of capital assets
Proceeds from the sale of capital assets
Principal paid on capital debt
Interest paid on capita debt
Net cash used by capital and related financing activities

Cash flow from investing activities
Income of investments
Net cash provided by investing activities
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

The notes to the financial statements are an integral part of this statement

2018

20,601,072
24,529,230
(15,089,702)
(983,000)
(47,921,493)
(16,448,649)
6,048,925
(14,827,018)
(39,578)
31,470
1,161,696

(42,937,047)

33,957,568
11,803,483
(2,368,036)
(569,551)
(30,000)
(18,050)

42,775,414

6,405,529
870,738
300,960

(6,260,176)

39,597
(480,000)

(507,427)

369,221
265,096
265,096
472,684
16,344,164

16,816,848
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Statement of Cash Flows, continued
Reconciliation of Operating Loss to Net Cash used by Operating Activities

Operating Loss S (48,829,339)

Adjustments to reconcile net loss to net cash used by operating activities
Depreciation expense S 4,529,212

Changes in assets and liabilities

Receivables, net S (97,470)
Inventories 76,416
Other assets 117,662
Accounts payable (493,674)
Accrued liabilities 162,392
Deferred revenue 66,928
Compensated absences 331,860
Pension liability adjustment expense 1,207,184
Deposits payable (110)
Loans to students (8,108)

Net cash used by operating activities $ (42,937,047)

The notes to the financial statements are an intengral part of this statement
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Foundation Statement of Cash Flows

Clark College Foundation
Statements of Cash Flows

CASH FLOWS FROM OPERATIMNG ACTIVITIES
Change in net assets
Adjustments to reconcile change in net assets to net cash
from ocperating activities:
Depreciation
Loss (gain) on disposal of property and eguipment
Contribution of property and equipment
Unrealized gain on inwvestments
Realized gain on investments
Change in value of split-interast agreements
Contributions restricted to long-term investment
Change in pledges receivable discount
Increase (decrease) in cash due to changes in
azzets and labilities:
FPledges and other receivables
Other assets
Split-interest agreements
Accounts payable and accrued liabilities
Split-interest agreement liabilities

Met cash flows used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Furchase of property, equipment and land held
Froceeds from sale of assets
Furchase of investments
Proceeds from sale of investments
Met cash flows from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Principal payments on notes payable
Contributions restricted to long-term investment
Met cash flows from (used in} financing activities
MET CHAMGE IM CASH
CASH, beginning of year
CASH, end of year

SUPPFLEMENTAL DISCLOSURE OF NOMCASH
OPERATING ACTIVITIES
Moncash contributions

fears Ended June 30,

2018 2017
5  6.043819 § 4630870
42,182 38082
450M {26.262)
{580,000} -
{525 551} (4.474,203)
(8,151,205) (2.726,823)
(20,776) {B7.114)
(1.752,797) (103,677)
{150,088} (150,081}
(559,045) 163,102
{218,511} [B13)
(107,158) 22,813
454701 (1.220,705)
134,122 62,134
(3,343 532} {3,855 568)
(30,050) (185,611}
534,008 472,280
(10,480,187} {7.416,805)
11,462,761 11,353,313
1,480 527 4,243 067
{388,510} [381,894)
1,752,797 103,677
1,353,187 (288,222)
{500,823} 80277
533308 434,119
5 32 573 5 533,306
5 07,634 5 46 580
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Notes to the Financial Statements
June 30, 2018
These notes form an integral part of the financial statements.

1. Summary of Significant Accounting Policies

Financial Reporting Entity

Clark College (the College) is a comprehensive community college offering open-door academic
programs, workforce education, basic skills, and community services. The College confers 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 College is an agency of the State of Washington. The financial activity of the College is
included in the State’s Comprehensive Annual Financial Report.

The Clark College Foundation (the Foundation) is a separate but affiliated non-profit entity,
incorporated under Washington law in 1973 and recognized as a tax exempt 501(c)(3) charity. The
Foundation’s charitable purpose is to help individuals, families and organizations blend their
personal priorities with the charitable priorities of Clark College to create a growing base of diverse
endowments as well as increasing range of current, planned, and periodically, strategic capital gifts
that advance Clark College as an extraordinary community college. Because the majority of the
Foundation’s income and resources are restricted by donors and may only be used for the benefit of
the College or its students, the Foundation is considered a component unit based on the criteria
contained in Governmental Accounting Standards Board (GASB) Statement Nos. 61, 39 and 14. A
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’s financial statements are discretely presented in this report. The Foundation’s
statements have been prepared in accordance with accounting principles generally accepted in the
United States of America. Intra-entity transactions and balances between the College and the
Foundation are not eliminated for financial statement presentation. During the fiscal year ended June
30, 2018, the Foundation distributed $1,782,165 to the College for restricted and unrestricted
purposes, which includes student scholarships, program support, and capital improvements. A copy
of the Foundation’s complete financial statements may be obtained from the Foundation’s
Administrative Offices at 360-992-2301.

Basis of Presentation

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 outflows, liabilities,
deferred inflows, net position, revenues, expenses, changes in net position and cash flows.
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Basis of Accounting

The financial statements of the College 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. All significant intra-agency transactions have been eliminated.
However, revenues and expenses from the College’s auxiliary enterprises are treated as though the
College were dealing with private vendors.

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.

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.

Cash and Cash Equivalents

Cash and cash equivalents include cash on hand and bank demand deposits. Cash equivalents are
defined as highly liquid investments with an original maturity of 90 days or less. Funds invested
through the Washington State Treasurer’s Local Government Investment Pool (LGIP) are reported as
cash equivalents. 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 equivalents, and investments at amortized cost.

Accounts Receivable

Accounts receivable consists of tuition and fee charges to students and auxiliary enterprise services
provided to students, faculty and staff. 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 bookstore and course-
related supplies, are valued at cost using the first in, first out (FIFO) method.

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 be misleading.

Land, buildings and equipment are recorded at cost, or if acquired by gift, at acquisition value at the
date of the gift. GASB 34 guidance concerning preparing initial estimates for historical cost and
accumulated depreciation related to infrastructure was followed. 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, all land, intangible assets
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and software with a unit cost of $1,000,000 or more, buildings and improvements with a unit cost of
$100,000 or more, library collections with a total cost of $5,000 or more and all other assets with a
unit cost of $5,000 or more are capitalized. Depreciation is computed using the straight line method
over the estimated useful life of the asset as defined by the State of Washington’s Office of Financial
Management. Useful lives generally range from 15 to 50 years for buildings and improvements, 15
to 50 years for other improvements and infrastructure, 7 years for library resources and 2 to 10 years
for most equipment and 11 to 40 years for heavy duty 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, 2018, 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. Unearned revenues also include tuition and fees paid with
financial aid funds. The College has recorded summer and fall quarter tuition and fees 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.

Pension Liability

For purposes of measuring the net pension liability in accordance with GASB Statement No 68,
deferred outflows of resources and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of the State of Washington Public
Employees’ Retirement System (PERS) and the Teachers’ Retirement System (TRS) and
additions to/deductions from PERS’s and TRS’s fiduciary net position have been determined on
the same basis as they are reported by PERS and TRS. For this purpose, benefit payments
(including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.

Beginning in fiscal year 2017, the College also reports its share of the pension liability for the
State Board Retirement Plan in accordance with GASB Statement No. 73, Accounting and
Financial Reporting for Pensions and Related Assets that are not within the Scope of GASB 68
(Accounting and Financial Reporting for Pensions). The reporting requirements are similar to
GASBS68 but use current fiscal yearend as the measurement date for reporting the pension
liabilities.

Other Postemployment Benefits Liability

In fiscal year 2018, the College implemented GASB Statement No. 75, Accounting and Financial
Reporting for Postemployment Benefits Other than Pensions (OPEB). This Statement requires
the College to recognize its proportionate share of the state’s actuarially determined OPEB
liability with a one year lag measurement date similar to GASB Statement No. 68.
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Deferred Outflows of Resources and Deferred Inflows of Resources

Deferred outflows of resources represent consumption of net position that is applicable to a
future period. Deferred inflows of resources represent acquisition of net position that is
applicable to a future period.

Deferred outflows related to pensions are recorded when projected earnings on pension plan
investments exceed actual earnings and are amortized to pension expense using a systematic and
rational method over a closed period of time. Deferred inflows related to pensions are recorded
when actual earnings on pension plan investments exceed projected earnings and are amortized
in the same manner as deferred outflows.

Deferred outflows and inflows on pensions also include the difference between expected and
actual experience with regard to economic or demographic factors; changes of assumptions about
future economic, demographic, or other input factors; or changes in the college’s proportionate
share of pension liabilities. These are amortized over the average expected remaining service
lives of all employees that are provided with pensions through each pension plan. Employer
transactions to pension plans made subsequent to the measurement date are also deferred and
reduce pension liabilities in the subsequent year.

The portion of differences between expected and actual experience with regard to economic or
demographic factors, changes of assumptions about future economic or demographic factors, and
changes in the college’s proportionate share of OPEB liability that are not recognized in OPEB
expense should be reported as deferred outflows of resources or deferred inflows of resources
related to OPEB. Differences between projected and actual earning on OPEB plan investments
that are not recognized in OPEB expense should be reported as deferred outflows of resources or
deferred inflows of resources related to OPEB. Employer contributions to the OPEB plan
subsequent to the measurement date of the collective OPEB liability should be recorded as
deferred outflows of resources related to OPEB.

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 principal.

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. The expendable balance for the
College is funds held for student loans and institutional financial aid funds per RCW 28B.15.820.

Unrestricted. These represent resources derived from student tuition and fees, and sales and services
of educational departments and auxiliary enterprises.
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Classification of Revenues and Expenses
The College has classified its revenues and expenses as either operating or non-operating 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
which includes Running Start revenue and various grants for funding student tuition and operations.

Operating Expenses. Operating expenses include salaries, wages, fringe benefits, utilities, supplies
and materials, purchased services, and depreciation.

Non-operating Revenues. This includes activities that have the characteristics of non-exchange
transactions, such as gifts and contributions, Federal Pell grant revenue, state appropriations,
investment income, and gain on disposal.

Non-operating Expenses. Non-operating expenses include state remittance related to the building fee
and the innovation fee, interest on COP, and loss on disposal.

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 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, 2018 are
$8,498,205.

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.

Building and Innovation Fee Remittance

Tuition collected includes amounts remitted to the Washington State Treasurer’s office to be held
and appropriated in future years. The Building Fee portion of tuition charged to students is an amount
established by the Legislature and is subject to change annually. The fee provides funding for capital
construction and projects on a system wide basis using a competitive biennial allocation process. The
Building Fee is remitted on the 35" day of each quarter. The Innovation Fee was established in order
to fund the State Board of Community and Technical College’s Strategic Technology Plan. The use
of the fund is to implement new ERP software across the entire system. On a monthly basis, the
College’s remits the portion of tuition collected for the Innovation Fee to the State Treasurer for
allocation to SBCTC. These remittances are non-exchange transactions reported as an expense in the
non-operating revenues and expenses section of the Statement of Revenues, Expenses and Changes
in Net Position.
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2. Accounting and Reporting Changes

In June 2015, the GASB issued Statement No. 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions (OPEB). The scope of this Statement addresses
accounting and financial reporting for defined benefit OPEB and defined contribution OPEB that
are provided to employees of state and local governmental employers. The Statement establishes
standards for recognizing and measuring liabilities, deferred outflows of resources, deferred
inflows of resources, and expense/expenditures. For defined benefit OPEB, this Statement
identifies the methods and assumptions that are required to be used to project benefit payments,
discount projected benefit payments to their actuarial present value, and attribute that present
value to periods of employee service. In addition, this Statement details the recognition and
disclosure requirements for employers with payables to defined benefit OPEB plans that are
administered through trusts that meet the specified criteria and for employers whose employees
are provided with defined contribution OPEB. The College has implemented this pronouncement
during the 2018 fiscal year.

Due to the implementation of GASB Statement No. 75, Accounting and Financial Reporting for
postemployment Benefits Other than Pensions (OPEB), the College has a deficit unrestricted net
position of $47,833,404. This new accounting standard requires the College to recognize its
portion of the State’s total OPEB liability, reducing net position by a substantial amount.
Additional information regarding GASB Statement No. 75 can be found in Note 19.

In March 2017, the GASB issued Statement No. 85, Omnibus 2017. The objective of this
Statement is to address practice issues that have been identified during implementation and
application of certain GASB Statements. This Statement addresses a variety of topics including
issues related to blending component units, goodwill, fair value measurement and application,
and postemployment benefits. The College took into consideration this guidance as it
implemented GASB Statement No. 75 for OPEB.

Prior Period Adjustment

Beginning net position was restated by $39,087,357 in fiscal year 2018 as a result of
implementing GASB Statement No. 75 Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions (OPEB).

Accounting Standard Impacting the Future

In November 2016, the GASB issued Statement No. 83, Certain Asset Retirement Obligations, to
addresses accounting and financial reporting for certain asset retirement obligations (AROs). An
ARO is a legally enforceable liability associated with the retirement of a tangible capital asset. A
government that has legal obligations to perform future asset retirement activities related to its
tangible capital assets should recognize a liability based on the guidance in this Statement. The
effective date of this Statement is fiscal year 2019. The College is in the process of reviewing its
assets to ensure compliance with this reporting requirement.

In June 2017, the GASB issued Statement No. 87, Leases, which will be in effect beginning
fiscal year 2021. It establishes a single model for lease accounting based on the foundational
principle that leases are financings of the right to use an underlying asset. Under this Statement, a
lessee is required to recognize a lease liability and an intangible right-to-use lease asset, and a
lessor is required to recognize a lease receivable and a deferred inflow of resources. The College
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is following the State’s Office of Financial Management directives to prepare for the
implementation of this Statement.

3. Cash and Cash Equivalents

Cash and cash equivalents include bank demand deposits, petty cash held at the College and unit
shares in the Washington State Treasurer’s 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.

The LGIP portfolio is invested in a manner that meets the requirements set forth by the
Governmental Accounting Standards Board for the maturity, quality, diversification and
liquidity for external investment pools that wish to measure all of its investments at amortized
costs. The LGIP transacts with its participants at a stable net asset value per share of one
dollar, which results in the amortized cost reported equaling the number of shares inthe
LGIP. The LGIP measures its investments at amortized cost in accordance with guidance set forth by
GASB, as amended by Statements No. 72 and No. 79, and the investments are limited to high quality
obligations with limited and average maturities, which minimizes both credit and market risk.

The LGIP has a minimum transaction size, deposit or withdrawal, of $5,000, and while there is not
currently a maximum transaction size, the LGIP does request pool participants to provide them with
a least a one-day notice for deposits or withdrawals of $10 million or more. The LGIP participants
are limited to one transaction per day. The LGIP does not impose liquidity fees or redemption gates
on participant withdrawals. The College adjusts its LGIP investment amounts monthly to reflect
interest earnings as reported from the Office of the State Treasurer.

The Office of the State Treasurer prepares a stand-alone LGIP financial report. A copy of the report
is available from the OST, PO Box 40200, Olympia, Washington 98504-0200, or online at:
https://tre.wa.gov/partners/for-local-governments/local-government-investment-pool-1gip/lgip-
comprehensive-annual-financial-report/. In addition, more information is available regarding the
LGIP in the Washington State Consolidated Annual Financial report, which can be found online at
http://www.ofm.wa.gov/cafr/.

As of June 30, 2018, the carrying amount of the College’s cash and cash equivalents was
$16,816,848. The restricted cash included in total cash consists of amounts restricted for loans and
institutional financial aid funds per RCW 28B.15.820, and amounts held for retainage. The
classification is represented in the table below.

Cash and Cash Equivalents 2018
Local Government Investment Pool $ 15,273,902
Bank Demand 125,859
Restricted Cash - Held for Financial Aid 1,073,778
Restricted Cash - Held for Retainage 324,309
Petty Cash and Change Funds 19,000
Total Cash and Cash Equivalents 16,816,848
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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. All 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

While the College does not currently have any investments other than the LGIP, when investing
historically, the College manages its exposure to interest rate changes by limiting the duration of
investments to mature at various points in the year. The College administrative policy 450.033
identifies investment parameters as ranging from overnight and up to one year in duration, depending
on the stability of the cash balance and the annual cycle of cash liquidity needs.

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.

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, 2018, the college did not have any investments
other than the LGIP.

Investment Expenses
Investment income for the College is shown net of investment expenses. The investment expenses
incurred for the fiscal year ended June 30, 2018 were $1,215.

4. Accounts Receivable

Accounts receivable consists of tuition and fee charges to students and auxiliary enterprise services
provided to students, faculty and staff. It also includes amounts due from federal, state and local
governments or private sources in connection with reimbursements of allowable expenses made
according to sponsored agreements. At June 30, 2018, accounts receivable were as follows:

Accounts Receivable 2018
Due from State Appropriation $ 3,140,152
Student Tuition and Fees 1,280,385
Due from Other State Agencies 580,292
Due from Federal Government 205,533
Auxiliary Enterprises 9,464
Other 350,484
Subtotal $ 5,566,310
Less Allowance for Uncollectible Accounts (657,500)
Accounts Receivable, net $ 4,908,810
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5. Loans Receivable
Loans receivable as of June 30, 2018 consisted primarily of student loans, as follows.

Loans Receivable 2018
Student Loans Receivable $ 26,456
Less Allowance for Uncollectible Accounts $ (3,824)
Loans Receivable, net $ 22,632

6. Inventories

Merchandise inventories, stated at cost using the FIFO method, consisted of the following as of June

30, 2018:
Inventories 2018
Consumable Inventories $ 9,372
Merchandise Inventories $ 732,079
Inventories $ 741,451

7. Capital Assets

A summary of the changes in capital assets for the year ended June 30, 2018 is presented as follows.
The current year depreciation expense was $4,529,212.

. Balance at Additions/ . Balance at
| R
Capital Assets June 30,2017  Transfers etirements June 30, 2018
Nondepreciable capital assets
Land $ 11,021,429 $ - 8 - $ 11,021,429
Construction in progress 5,065,860 (5,065,860) - 0
Subtotal 16,087,289 (5,065,860) - 11,021,429
Depreciable capital assets
Buildings 160,812,153 10,512,639 - 171,324,792
Improvements and infrastructure 7,260,924 0 - 7,260,924
Equipment 9,263,245 738,829 (378,972) 9,623,102
Library resources 3,920,704 72,502 - 3,993,206
Subtotal 181,257,026 11,323,970 (378,972) 192,202,024
Less accumulated depreciation
Buildings 46,119,531 3,679,651 - 49,799,182
Improvements and infrastructure 4,079,979 266,907 - 4,346,886
Equipment 6,915,036 523,225 (367,363) 7,070,898
Library resources 3,681,018 59,429 - 3,740,447
Total accumulated depreciation 60,795,564 4,529,212 (367,363) 64,957,413
Total depreciable capital assets 120,461,462 6,794,758 (11,609) 127,244,611
Capital assets, net of accumulated ¢ 0 o0 751 ¢ 1,728,898 §  (11,609) $ 138,266,040
depreciation

37|Page



8. Deferred Outflows and Deferred Inflows of Resources

In addition to assets, the Statement of Net Position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element represents a consumption
of equity that applies to a future reporting period(s) and so will not be recognized as an outflow of
resources (expense) until then. The category of deferred outflow of resources reported in statement of
net position relates to pensions.

Deferred outflows on pensions are recorded when projected earnings on pension plan investments
exceed actual earnings and are amortized to pension expense using a systematic and rational method
over a closed five-year period. Deferred outflows on pensions also include the difference between
expected and actual experience with regard to economic or demographic factors; changes of
assumptions about future economic, demographic, or other input factors; or changes in the state’s
proportionate share of net pension liability. These are amortized over the average expected remaining
service lives of all employees that are provided with pensions through each pension plan. State
contributions to pension plans made subsequent to the measurement date are also deferred and reduce
net pension liability in the subsequent year.

Deferred outflows related to OPEB are recorded to reflect plan contributions made after the
measurement date and reduce OPEB liability in the subsequent year.

In addition to liabilities, the Statement of Net Position will sometimes report a separate section for
deferred inflows of resources. This separate financial statement element represents an acquisition of
equity that applies to a future reporting period(s) and so will not be recognized as an inflow of
resources (revenue) until that time. Deferred inflows of resources reported by the College relate to
pensions.

Deferred inflows on pensions are recorded when actual earnings on pension plan investments exceed
projected earnings and are amortized to pension expense using a systematic and rational method over
a closed five-year period. Deferred inflows on pensions also include the difference between expected
and actual experience with regard to economic or demographic factors; changes of assumptions about
future economic, demographic, or other input factors; or changes in the state’s proportionate share of
net pension liability. These are amortized over the average expected remaining service lives of all
employees that are provided with pensions through each pension plan.

Deferred inflows related to OPEB are related to the College’s proportionate share of the changes in

assumptions.

9. Accrued Liabilities
At June 30, 2018, accrued liabilities are the following:

Accrued Liabilities 2018
Amounts Owed to Employees $ 2,080,319
Amounts Held for Others and Retainage 890,883
Total Accrued Liabilities $ 2,971,202
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10. Unearned Revenue
Unearned revenue is comprised of receipts that have not yet met revenue recognition criteria, as
follows:

Unearned Revenue 2018
Summer and Fall Quarter Tuition and Fees $ 1,716,372
Other Deposits 43515
Total Unearned Revenue $ 1,759,887

11. Risk Management

The College is exposed to various risk of loss related to tort liability, injuries to employees, errors
and omissions, theft of, damage to, and destruction of assets, and natural disasters. The College
purchases insurance to mitigate these risks. Management believes such coverage is sufficient to
preclude any significant uninsured losses for the covered risks.

The College purchases commercial property insurance through the master property program
administered by the Department of Enterprise Services. The policy has a deductible of $250,000 per
occurrence and the policy limit is $100,000,000 per occurrence. The College has had no claims in
excess of the coverage amount within the past three years. The College currently has elected to have
coverage for three buildings and the contents of eight buildings. The College made these selections
by carefully evaluating building age, condition, contents, and use. The College assumes its potential
property losses for all other buildings and contents on campus.

The College participates in a State of Washington risk management self-insurance program, which
covers its exposure to 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.

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, 2017 through June 30, 2018,
were $168,173. Cash reserves for unemployment compensation for all employees at June 30, 2018,
were fully utilized, however will be replenished through the monthly payroll expense assessment.

12. Compensated Absences

At termination of employment, employees may receive cash payments for all accumulated vacation
and compensatory time. Employees who retire get 25% of the value of their accumulated sick leave
credited to a Voluntary Employees’ Beneficiary Association (VEBA) account, which can be used for
future medical expenses and insurance purposes. The amounts of unpaid vacation and compensatory
time accumulated by College employees are accrued when incurred. An estimated amount, based on
a three-year average payout, is accrued as a current liability. The remaining amount of accrued
annual and sick leave is categorized as non-current liabilities. The accrued leave liability is shown
below, as of June 30:
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Leave Type 2018 2017 Change

Vacation $1,680,250 $1,569,124 $111,126
Sick 3,995,075 3,774,341 220,734
Compensatory - - 0
Total $5,675,325 " $5,343,465 $331,860
Current Portion S 361,749 S 346,579 S 15,170
Long Term Portion S 5,313,576 S 4,996,886 S 316,690

13. Leases Payable

The College has leases for property and office equipment with various vendors. These leases are
classified as operating leases. As of June 30, 2018, the minimum lease payments under operating
leases consist of the following:

Leases Payable

Fiscal Year Equipment Leases Property Leases
2019 132,331 355,758
2020 132,331 355,758
2021 23,479 355,758
2022 - 355,758
2023 - 88,940
Total minimum lease payments $ 288,141 $ 1,511,972

14. Certificates of Participation Payable

In August 2016, the College obtained financing for a lighting, plumbing, and HVAC control upgrade
through certificates of participation (COP), issued by the Washington Office of State Treasurer
(OST) in the amount of $496,205. The amount financed was $440,000, as the bond sold for a
premium of $66,437, which the College will amortize over the life of the COP. The interest rate
charged is 1.8536% and is for a 12-year term.

In February 2017, the College obtained financing to renovate the Gaiser Hall Culinary Arts Facility
through certificates of participation (COP), issued by the Washington Office of State Treasurer
(OST) in the amount of $8,500,000. The amount financed was $7,350,000, as the bond sold for a
premium of $1,168,215, which the College will amortize over the life of the COP. The interest rate
charged is 2.27373% and is for a 10-year term. For FY 2018, interest accrued during construction,
less interest earnings and current year amortization, were capitalized in the amount of $80,495.

The College’s debt service requirements for these note agreements are as follows in Note 15.

15. Annual Debt Service Requirements
Future debt service requirements for certificates of participation at June 30, 2018 are as follows:
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Fiscal year Principal Interest Total

2019 $ 655,000 360,050 $ 1,015,050

2020 690,000 327,300 1,017,300

2021 720,000 292,800 1,012,800

2022 755,000 256,800 1,011,800

2023 795,000 219,050 1,014,050

2024 835,000 179,300 1,014,300

2025 875,000 137,550 1,012,550

2026 920,000 93,800 1,013,800

2027 965,000 47,800 1,012,800

2028 45,000 900 45,900

Total $ 7,255,000 $ 1915350 $ 9,170,350
16. Schedule of Long Term Liabilities

Balance Balance
outstanding outstanding Current
6/30/17 Additions Reductions 6/30/18 portion

Certificates of Participation $ 7,765,000 $ - $ 510,000 $ 7,255,000 $ 655,000
Compensated Absences $ 5343465 $ 2216004 $ 1,884,144 $ 5675325 $ 361,749
Total pension obligation $ 4,159,228 $ 316,438 $ 719,294 $ 3,756,372 $ 68,802
Net pension obligation $ 15017965 $ 3,046,703 $ 6,399,195 $ 11665473 $ -
OPEB obligation $ 39,087,357 $ 3541266 $ 6,553,372 $ 36075251 $ 3,541,266
Unamortized Premium $ 1,190,999 $ - $ 122476 $ 1,068523 $ -
Total $ 72,564,014 $ 9,120,411 $ 16,188,481 $ 65,495944 $ 4,626,817

17. Pension Liability

Pension liabilities reported as of June 30, 2018 consists of the following:

Pension Liability by Plan

PERS 1 S 5,475,631
PERS 2/3 5,073,661
TRS 1 849,358
TRS 2/3 266,823
SBRP 3,756,372
Total S 15,421,845
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18. Retirement Plans
A. General

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 Systems. The State Board Retirement Plan (SBRP) is a defined contribution single
employer pension plan with a supplemental payment when required. SBRP is administered by
the State Board for Community and Technical Colleges (SBCTC) and available to faculty,
exempt administrative and professional staff of the state’s public community and technical
colleges. The College reports its proportionate share of the total pension liability as it is a part of
the college system.

For fiscal year 2018, the covered payroll for the College’s retirement plans was as follows:
Covered Payroll by Plan

PERS $ 14,808,575
TRS 1,801,142
SBRP 24,536,498
Total Covered Payroll $ 41,146,215

In accordance with Statement No. 68, the College has elected to use the prior fiscal year end as the
measurement date for reporting net pension liabilities to align with the State CAFR.

Basis of Accounting

Pension plans administered by the state are accounted for using the accrual basis of accounting.
Under the accrual basis of accounting, employee and employer contributions are recognized in the
period in which employee services are performed; investment gains and losses are recognized as
incurred; and benefits and refunds are recognized when due and payable in accordance with the terms
of the applicable plan. For purposes of measuring the net pension liability, deferred outflows of
resources and deferred inflows of resources related to pensions, and pension expense, information
about the fiduciary net position of all plans and additions to/deductions from all plan fiduciary net
position have been determined in all material respects on the same basis as they are reported by the
plans.

The following table represents the aggregate pension amounts for all plans subject to the
requirements of GASB Statement No. 68 and No. 73 for Clark College, for reported year ending
June 30, 2018:

Aggregate Pension Amounts - All Plans

Pension liabilities S 15,421,845

Deferred outflows of resources related to pensions $ 2,796,742
Deferred inflows of resources related to pensions $ 3,675,968
Pension expense $ 1,080,636
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Department of Retirement Systems

As established in chapter 41.50 of the Revised Code of Washington (RCW), the Department of
Retirement Systems (DRS) administers eight retirement systems covering eligible employees of the
state and local governments. The Governor appoints the director of the DRS.

The DRS administered systems that Clark College offers its employees are comprised of four defined
benefit pension plans and two defined benefit/defined contribution plans. Below are the DRS plans
that the College offers its employees:

e Public Employees’ Retirement System (PERS)
Plan 1 - defined benefit
Plan 2 - defined benefit
Plan 3 - defined benefit/defined contribution

e Teachers’ Retirement System (TRS)
Plan 1 - defined benefit
Plan 2 - defined benefit
Plan 3 — defined benefit/defined contribution

Although some assets of the plans are commingled for investment purposes, each plan’s assets may
be used only for the payment of benefits to the members of that plan in accordance with the terms of
the plan.

Administration of the PERS and TRS systems and plans was funded by an employer rate of 0.18
percent of employee salaries.

The DRS prepares a stand-alone financial report that is compliant with the requirements of Statement
67 of the Governmental Accounting Standards Board. Copies of the report may be obtained by
contacting the Washington State Department of Retirement Systems, PO Box 48380, Olympia,
Washington 98504-8380 or online at http://www.drs.wa.gov/administration/annualreport/.

Higher Education

As established in chapter 28B.10 RCW, eligible higher education state employees may participate in
higher education retirement plans. These plans include a defined contribution plan administered by a
third party with a supplemental defined benefit component (on a pay as you go basis) which is
administered by the state. The College implemented Statement No. 73 of the Governmental
Accounting Standards Board (GASB) Accounting and Financial Reporting for Pensions and
Related Assets That Are Not within the Scope of GASB Statement 68, and Amendments to Certain
Provisions of GASB Statements 67 and 68 for the fiscal year 2017 financial reporting. The
College has elected to use the current fiscal year end as the measurement date for reporting net
pension liabilities for the State Board Supplemental Retirement Plan in alignment with the State
CAFR.
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B. College Participation in Plans Administered by the Department of Retirement Systems

PERS

Plan Description. The Legislature established the PERS Plan in 1947. PERS Plan 1 provides
retirement and disability benefits and minimum benefit increases to eligible nonacademic plan
members hired prior to October 1, 1977. Entrance to PERS Plan 1 is closed to new employees. 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 ten years of eligible service.

PERS participants joining the system on or after March 1, 2002, for state and higher education
employees, or September 1, 2002, for local government employees, have the irrevocable option of
choosing membership in either PERS Plan 2 or PERS Plan 3. The option must be exercised within 90
days of employment. Employees who fail to choose within 90 days default to PERS Plan 3.

Benefits Provided. PERS Plan 1 members are vested after the completion of five years of eligible
service. Plan 1 members are eligible for retirement after 30 years of service, or at the age of 60 with
five years of service, or at the age of 55 with 25 years of service. The monthly benefit is 2 percent of
the average final compensation (AFC) per year of service capped at 60 percent. The AFC is the
average of the member’s 24 highest consecutive service months.

PERS Plan 1 members retiring from inactive status prior to the age of 65 may receive actuarially
reduced benefits. Plan 1 members may elect to receive an optional cost of living allowance (COLA)
that provides an automatic annual adjustment based on the Consumer Price Index. The adjustment is
capped at 3 percent annually. To offset the cost of this annual adjustment, the benefit is reduced.

A member with five years of covered employment is eligible for non-duty disability retirement. Prior
to the age of 55, the benefit amount is 2 percent of the AFC for each year of service. This is reduced
by 2 percent for each year that the member’s age is less than 55. The total benefit is limited to 60
percent of the AFC. Plan 1 members may elect to receive an optional COLA amount based on the
Consumer Price Index, capped at 3 percent annually. To offset the cost of this annual adjustment, the
benefit is reduced.

PERS Plan 2 members are vested after completing five years of eligible service. Plan 2 members are
eligible for normal retirement at the age of 65 with five years of service. The monthly benefit is 2
percent of the AFC per year of service. There is no cap on years of service credit and a COLA is
granted based on the Consumer Price Index, capped at 3 percent annually. The AFC is the average of
the member’s 60 highest paid consecutive months. PERS Plan 2 members have the option to retire
early with reduced benefits.

The defined benefit portion of PERS Plan 3 provides members a monthly benefit that is 1 percent of
the AFC per year of service. There is no cap on years of service credit. Plan 3 provides the same
COLA as Plan 2. The AFC is the average of the member’s 60 highest paid consecutive months.

Effective June 7, 2006, PERS Plan 3 members are vested in the defined benefit portion of their plan
after 10 years of service; or after five years of service, if 12 months of that service are earned after
age 44; or after five service credit years earned in PERS Plan 2 by June 1, 2003. Plan 3 members are
immediately vested in the defined contribution portion of their plan.
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PERS Plan 3 members have the option to retire early with reduced benefits. PERS members meeting
specific eligibility requirements have options available to enhance their retirement benefits. Some of
these options are available to their survivors, with reduced benefits.

TRS

Plan Description. The Legislature established the TRS Plan in 1938. TRS Plans 1 and 2 are defined
benefit plans. TRS Plan 1 was closed to new entrants on September 30, 1977. Employees currently
have a choice of entering TRS Plan 2 or 3. TRS Plan 2 and 3 provide retirement benefits to certain
eligible faculty hired on or after October 1, 1977. TRS Plan 3 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. Although members can only be a member of either Plan 2 or Plan 3, the defined
benefit portions of Plan 2 and Plan 3 are accounted for in the same pension trust fund. All assets of
this Plan 2/3 defined benefit plan may legally be used to pay the defined benefits of any of the Plan 2
or Plan 3 members or beneficiaries, as defined by the terms of the plan. Therefore, Plan 2/3 is
considered a single defined benefit plan for reporting purposes. Plan 3 accounts for the defined
contribution portion of benefits for Plan 3 members.

Legislation passed in 2007 gives TRS members hired on or after July 1, 2007, 90 days to make an
irrevocable choice to become a member of TRS Plan 2 or Plan 3. At the end of 90 days, any member
who has not made a choice becomes a member of Plan 3.

Benefits Provided. TRS plans provide retirement, disability, and death benefits to eligible members.

TRS Plan 1 members are vested after the completion of five years of eligible service. Plan 1
members are eligible for retirement at any age after 30 years of service, or at the age of 60 with five
years of service, or at the age of 55 with 25 years of service. The monthly benefit is 2 percent of the
average final compensation (AFC) for each year of service credit, up to a maximum of 60 percent.
The AFC is the total earnable compensation for the two consecutive highest-paid fiscal years, divided
by two.

TRS Plan 1 members may elect to receive an optional cost of living allowance (COLA) amount
based on the Consumer Price Index, capped at 3 percent annually. To offset the cost of this annual
adjustment, the benefit is reduced.

TRS Plan 2 retirement benefits are vested after completing five years of eligible service. Plan 2
members are eligible for normal retirement at the age of 65 with five years of service. The monthly
benefit is 2 percent of the AFC per year of service. A COLA is granted based on the Consumer Price
Index, capped at 3 percent annually. TRS Plan 2 members have the option to retire early with
reduced benefits. The AFC is the average of the member’s 60 highest paid consecutive months.

The defined benefit portion of TRS Plan 3 provides members a monthly benefit that is 1 percent of
the AFC per year of service. Plan 3 provides the same COLA as Plan 2. The AFC is the average of
the member’s 60 highest paid consecutive months.

TRS Plan 3 members are vested in the defined benefit portion of their plan after 10 years of service;
or after five years of service, if 12 months of that service are earned after age 44; or after five service
credit years earned in TRS Plan 2 by July 1, 1996. Plan 3 members are immediately vested in the
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defined contribution portion of their plan. TRS Plan 3 members have the option to retire early with
reduced benefits. TRS members meeting specific eligibility requirements, have options available to
enhance their retirement benefits. Some of these options are available to their survivors, with reduced
benefits.

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.

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.

Contribution Rates and Required Contributions. The College’s contribution rates and required
contributions for the above retirement plans for the years ending June 30, 2018, 2017, and 2016 are
as follows:

Contribution Rates at June 30
FY 2016 Fy 2017 Fy 2018
Employee College Employee College Employee College

PERS

Plan 1 6.00% 11.18% 6.00% 11.18% 6.00% 12.70%
Plan 2 6.12% 11.18% 6.12% 11.18% 7.38% 12.70%
Plan 3 5-15%  1118% 5-15%  1118% 5-15%  12.70%
TRS

Plan 1 6.00% 13.13% 6.00% 13.13% 6.00% 15.20%
Plan 2 5.95% 13.13% 5.95% 13.13% 7.06% 15.20%
Plan 3 5-15% 13.13% 5-15% 13.13% 5-15% 15.20%

46|Page


http://www.drs.wa.gov/administration

FY 2016 FY 2017 FY 2018

Employee College Employee College Employee College
PERS
Plan 1 $6,887 $12,833 $6,159 $11,475 $6,233 $13,193
Plan 2 $587,476 $1,073,086 $610,997 $1,116,377 $733,255 $1,261,891
Plan 3 $280,619 $472,984 $290,420 $485,428 $319,677 $607,120
TRS
Plan 1 $1,692 $3,613 $0 $0 $0 $0
Plan 2 $8,210 $18,025 $8,667 $19,126 $10,175 $21,970
Plan 3 $93,491 $163,032 $112,198 $187,243 $137,948 $249,736
Investments

The Washington State Investment Board (WSIB) has been authorized by statute as having investment
management responsibility for the pension funds. The WSIB manages retirement fund assets to
maximize return at a prudent level of risk.

Retirement funds are invested in the Commingled Trust Fund (CTF). Established on July 1, 1992, the
CTF is a diversified pool of investments that invests in fixed income, public equity, private equity,
real estate, and tangible assets. Investment decisions are made within the framework of a Strategic
Asset Allocation Policy and a series of written WSIB adopted investment policies for the various
asset classes in which the WSIB invests.

For the year ended June 30, 2017, the annual money-weighted rate of return on the pension
investments, net of pension plan expenses are as follows:

Pension Plan Rate of Return
PERS Plan 1 13.84%
PERS Plan 2/3 14.11%
TRS Plan 1 14.45%
TRS Plan 2/3 14.10%

These money-weighted rates of return express investment performance, net of pension plan
investment expense, and reflects both the size and timing of cash flows.

The PERS and TRS target asset allocation and long-term expected real rate of return as of June 30,
2017, are summarized in the following table:

Target Long-term Expected
Asset Class Allocation Real Rate of Return
Fixed Income 20% 1.70%
Tangible Assets 5% 4.90%
Real Estate 15% 5.80%
Global Equity 37% 6.30%
Private Equity 23% 9.30%
Total 100%
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The inflation component used to create the above table is 2.20 percent and represents WSIB’s most
recent long-term estimate of broad economic inflation.

Actuarial Assumptions

The net pension liability was determined by an actuarial valuation as of June 30, 2016 with the
results rolled forward to the June 30, 2017 measurement date using the following actuarial
assumptions, applied to all periods included in the measurement:

e Inflation 3.00%
e Salary Increases 3.75%
e Investment rate of return 7.50%

Mortality rates were based on the RP-2000 report’s Combined Healthy Table and Combined
Disabled Table, published by the Society of Actuaries. The OSA applied offsets to the base table and
recognized future improvements in mortality by projecting the mortality rates using 100 percent
Scale BB. Mortality rates are applied on a generational basis; meaning, each member is assumed to
receive additional mortality improvements in each future year throughout his or her lifetime.

Changes in methods and assumptions since the last valuation include:

e For all plans except LEOFF Plan 1, how terminated and vested member benefits are
valued was corrected.

e How the basic minimum COLA in PERS Plan 1 is valued for legal order payees was
improved.

e The average expected remaining service lives calculation was revised. It is used to
recognize the changes in pension expense to no longer discount future years of service
back to the present day.

Sensitivity of the Net Pension Liability to Changes in the Discount Rate

The discount rate used to measure the net pension liability was 7.50 percent. To determine the
discount rate an asset sufficiency test was completed to test whether the pension plan’s fiduciary net
position was sufficient to make all projected future benefit payments of current plan members.
Consistent with current law, the completed asset sufficiency test included an assumed 7.70 percent
long-term discount rate to determine funding liabilities for calculating future contributions rate
requirements. Consistent with the long-term expected rate of return, a 7.50 percent future investment
rate of return on invested assets was assumed for the test.

Contributions from plan members and employers are assumed to continue to be made at contractually
required rates. Based on those assumptions, the pension plan’s fiduciary net position was projected to
be available to make all projected future benefit payments of current plan members. Therefore, the
long-term expected rate of return of 7.50 percent on pension plan investments was applied to
determine the total pension liability.

The following presents the net pension liability of the College calculated using the discount rate of
7.50 percent, as well as what the College’s net pension liability would be if it were calculated using a
discount rate that is 1-percentage-point lower (6.50 percent) or 1-percentage-point higher (8.50
percent) than the current rate.
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Current
1% Decrease Discount Rate

1% Increase

Pension Plan (6.50%) (7.50%) (8.50%)
PERS Plan 1 S 6,670,364 S 5,475,631 S 4,440,735
PERS Plan 2/3 S 13,668,977 S 5,073,661 S (1,968,923)
TRS Plan 1 S 1,056,157 S 849,358 S 670,357
TRS Plan 2/3 S 906,228 S 266,823 S (252,493)

Pension Expense
Pension expense is included as part of “Employee benefits” expense in the statement of revenues,

expenses and changes in net position. The following table shows the pension expense the College
recognized for the year ended June 30, 2018:

Pension Expense

PERS Plan 1 S 260,330
PERS Plan 2/3 S 617,429
TRS Plan 1 S 41,065
TRS Plan 2/3 S 108,105

Proportionate Shares of Pension Liabilities
The College’s proportionate share of pension liabilities for fiscal years ending June 30, 2016 and

June 30, 2017 for each retirement plan are listed below:

Plan 2016 2017 Change
PERS 1 0.116781% 0.115396% -0.001385%
PERS 2/3 0.146773% 0.146025% -0.000748%
TRS 1 0.028512% 0.028094% -0.000418%
TRS 2/3 0.027884% 0.028910% 0.001026%

The College’s proportion of the net pension liability was based on a projection of the College’s long-
term share of contributions to the pension plan to the projected contributions of all participating state
agencies, actuarially determined.

Pension Expense and Deferred Outflows and Inflows of Resources Related to Pensions

The following represent the components of the College’s deferred outflows and inflows of resources
as reflected on the Statement of Net Position, for the year ended June 30, 2018:
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PERS 1

Deferred Deferred

Outflows Inflows
Difference between expected and S - S -
actual experience
Difference between expected and S - S 204,336
actual earnings of pension plan
investments
Changes of Assumptions S - S -
Changes in College's proportionate S - S -

share of pension liabilities

Contributions to pension plans after S 748,721 S -
measurement date

S 748,721 $ 204,336

TRS 1

Deferred Deferred

Outflows Inflows
Difference between expected and actual S - S -
experience
Difference between expected and actual S - S 35,983
earnings of pension plan investments
Changes of Assumptions S - S -
Changes in College's proportionate share of S - S -
pension liabilities
Contributions to pension plans after S 127,044 S -

measurement date

$ 127,044 $ 35,983

PERS 2/3

Deferred
Outflows

Deferred
Inflows

S 514,082

$ 53,892

S 22,489

$ 1,090,065

S 166,864

$ 1,352,516

S 212,974

$ 1,680,527

$ 1,732,354

TRS 2/3

Deferred
Outflows

Deferred
Inflows

$ 66537 $ 13,612

$ - $ 96,563
$ 3,144 S -
$ 32532 $ 2,525
$ 138,236 $ -
$ 240,450 $ 112,700
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The $2,104,066 reported as deferred outflows of resources above represent the College’s
contributions made subsequent to the measurement date and will be recognized as a reduction of the
net pension liability for the year ended June 30, 2019.

Other amounts reported as deferred outflows and inflows of resources will be recognized in pension
expense as follows:

Year ended June 30: PERS 1 PERS 2/3 TRS 1 TRS 2/3
2019 (138,118) (633,191) (26,430) (26,914)
2020 43,606 73,548 9,895 23,494
2021 (10,125) (128,973) (880) (1,571)
2022 (99,699) (548,358) (18,568) (35,610)
2023 - 41,340 - 6,274
thereafter - 53,742 - 23,840

$ (204336) $ (1,141,892) $  (35,983) $  (10,487)

C. College Participation in Plan Administered by the State Board for Community and
Technical Colleges

State Board Retirement Plan (SBRP) — Supplemental Defined Benefits Plans

Plan Description. The State Board Retirement Plan is a privately administered single-employer
defined contribution plans with a supplemental defined benefit plan component, which guarantees a
minimum retirement benefit based upon a one-time calculation at each employee’s retirement date.
The supplemental component is financed on a pay-as-you-go basis. Clark College participates in
this plan as authorized by chapter 28B.10 RCW and reports its proportionate share of the total
pension liability The State Board for Community and Technical Colleges makes direct payments to
qualifying retirees when the retirement benefits provided by the fund sponsors do not meet the
benefit goals, no assets are accumulated in trusts or equivalent arrangements.

Clark College participate in this plan as authorized by chapter 28B.10 RCW, the plan covers faculty
and other positions as designated by each participating employer.

Benefits Provided. The State Board Supplemental Retirement Plans provide retirement, disability,
and death benefits to eligible members.

As of July 1, 2011, the State Board Supplemental Retirement Plan was closed to new entrants.

The SBRP supplemental pension benefits are unfunded. For the year ended June 30, 2018,
supplemental benefits were paid by the SBCTC on behalf of the system as a total in the amount of
$1,300,123. The College’s share of this amount was $56,018. 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 2018, the
College paid into this fund at a rate of 0.5% of covered salaries, totaling $118,914. This amount was
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not used as a part of GASB 73 calculations, its status as an asset has not been determined by the
Legislature. As of June 30, 2018, the SBCTC system accounted for $16,351,270 of the fund balance.

Members are eligible to receive benefits under this plan at age 62 with 10 years of credited service.
The supplemental benefit is a lifetime benefit equal to the amount a member’s goal income exceeds
their assumed income. The monthly goal income is the one-twelfth of 2 percent of the member’s
average annual salary multiplied by the number of years of service (such product not to exceed one-
twelfth of fifty percent of the member’s average annual salary). The member’s assumed income is an
annuity benefit the retired member would receive from their defined contribution Retirement Plan
benefit in the first month of retirement had they invested all employer and member contributions
equally between a fixed income and variable income annuity investment.

Plan members have the option to retire early with reduced benefits.

Actuarial Assumptions

The total pension liability was determined by an actuarial valuation as of June 30, 2016. Update
procedures were used to roll forward the total pension liability to the June 30, 2018 measurement
date using the following actuarial assumptions, applied to all periods included in the
measurement :

Salaryincreases 3.50%-4.25%

Fixed | d Variable |
ixed Income and Variable Income 4.95%-6.25%
Investment Returns

Mortality rates were based on the RP-2000 Combined Healthy Table and Combined Disabled Table
published by the Society of Actuaries. The Office of the State Actuary applied offsets to the base
table and recognized future improvements in mortality by projecting the mortality rates using 100
percent Scale BB. Mortality rates are applied on a generational basis, meaning members are assumed
to receive additional mortality improvements in each future year, throughout their lifetime.

Most actuarial assumptions used in the June 30, 2016, valuation were based on the results of the
April 2017 Supplemental Plan Experience Study. Additional assumptions related to the fixed income
and variable income investments were based on feedback from financial administrators of the State
Board Supplemental Retirement Plan.

Material assumption changes during the measurement period include the discount rate increase
from 3.58 percent to 3.87 percent and the variable income investment return assumption
dropping from 6.75 percent to 6.25 percent.

Discount Rate
The discount rate used to measure the total pension liability was set equal to the Bond Buyer General
Obligation 20-Bond Municipal Bond Index, or 3.87 percent for the June 30, 2018, measurement date.

Pension Expense
For the year ended June 30, 2018, the College will recognize the following amounts in pension
expense in the State Board Supplemental Retirement Plans:
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Clark College

Proportionate Share (%0) 4.309100%
Service Cost $ 164,895
Interest Cost 151,539
Amortization of Differences Between

Expected and Actual Experience (199,684)
Amortization of Changes in Assumptions (52,858)
Amortization of Changes in Proportion (10,197)
Administrative Expenses 12
Total SBRP Expense $ 53,707

Proportionate Shares of Pension Liabilities

The College’s proportionate share of pension liabilities for fiscal year ending June 30, 2018 was
4.309100%. The College’s proportion of the net pension liability was based on a projection of the
College’s long-term share of contributions to the pension plan to the projected contributions of all
participating College’s. The changes to the College’s proportionate share of the total pension
liability from 2017 to 2018 for the SRP is listed as follows:

Change in Proportionate Share (26)

2017 2018 Change
4.375831% 4.309100% -0.066731%

Plan Membership
Membership of the State Board Supplemental Retirement Plan (SBRP) consisted of the following at
June 30, 2016, the date of the latest actuarial valuation:

Number of Participating Members

Inactive Members (or Inactive Members

Beneficiaries) Currently Entitled to But Not Yet Active Total
Plan Receiving Benefits Receiving Benefits Members Members
SBRP-Clark College 23 0 294 317

Change in Total Pension Liability

The following table presents the College’s proportionate share of the change in total pension liability
of State Board Supplemental Retirement Plans at June 30, 2018, the latest measurement date for all
plans:
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Change in Total Pension Liability

Total Pension Liability Amount
Service Cost S 164,899
Interest 151,539
Changes of benefit terms -
Differences between expected and actual experience (448,208)
Changes of assumptions (151,634)
Benefit Payments (56,024)
Change in proportionate share (63,428)
Other -
Net Change in Total Pension Liability (402,856)
Total Pension Liability - Beginning 4,159,228
Total Pension Liability - Ending S 3,756,372

Sensitivity of the Total Pension Liability to Changes in the Discount Rate

The following table presents the total pension liability, calculated using the discount rate of 3.87
percent, as well as what the employers’ total pension liability would be if it were calculated
using a discount rate that is 1 percentage point lower (2.87 percent) or 1 percentage point higher
(4.87 percent) than the current rate:

Current
1% Decrease Discount Rate 1% Increase
Pension Plan (2.87%) (3.87%) (4.87%)
SBRP S 4,284,452 S 3,756,372 S 3,317,145

Deferred Outflows of Resources and Deferred Inflows of Resources Related to Pensions

The following represents the components of the College’s deferred outflows and inflows of resources
as it relates to the State Board Supplemental Retirement Plan, as reflected on the Statement of Net
Position, for the year ended June 30, 2018:
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SBRP

Deferred Deferred
Outflows Inflows
Difference between expected and actual experience  $ - S 1,196,680
Changes of Assumptions S - S 322,536
Changes in College's proportionate share of pension S - S 71,379
liabilities
Contributions to pension plans after measurement date S - S -
'S -8 1,590,595

Amounts reported as deferred outflows of resources and deferred inflows of resources related to
pensions will be recognized in pension expense in the fiscal years ended June 30:

SBRP

2019 (262,739)
2020 (262,739)
2021 (262,739)
2022 (262,739)
2023 (262,739)
Thereafter (276,900)

$ (1,590,595)

The change in Clark College’s proportionate share in total pension liability of State Board
Supplemental Retirement Plans and deferred inflows and deferred outflows of resources based on
measurement date are representing in the following table:

Clark College
Proportionate Share (%) 2017 4.375831%
Proportionate Share (%) 2018 4.309100%
Total Pension Liability SBRP - Ending 2017 $ 4,159,228
Total Pension Liability SBRP - Beginning 2018 4,095,800
Total Pension Liability - SBRP Change in Proportion (63,428)
Total Deferred Inflows/Outflows - 2017 1,190,051
Total Deferred Inflows/Outflows - 2018 1,171,903
Total Deferred Inflows/Outflows Change in Proportion (18,148)
Total Change in Proportion $ (81,576)
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D. Defined Contribution Plans

Public Employees’ Retirement System Plan 3

The Public Employees’ Retirement System (PERS) Plan 3 is a combination defined benefit/defined
contribution plan administered by the state through the Department of Retirement Systems (DRS).
Refer to Note 18.B for PERS Plan descriptions.

PERS Plan 3 has a dual benefit structure. Employer contributions finance a defined benefit component,
and member contributions finance a defined contribution component. As established by chapter 41.34
RCW, employee contribution rates to the defined contribution component range from 5 percent to 15
percent of salaries, based on member choice. Members who do not choose a contribution rate default
to a 5 percent rate. There are currently no requirements for employer contributions to the defined
contribution component of PERS Plan 3.

PERS Plan 3 defined contribution retirement benefits are dependent on employee contributions and
investment earnings on those contributions. Members may elect to self-direct the investment of their
contributions. Any expenses incurred in conjunction with self-directed investments are paid by
members. Absent a member’s self-direction, PERS Plan 3 contributions are invested in the retirement
strategy fund that assumes the member will retire at age 65.

Members in PERS Plan 3 are immediately vested in the defined contribution portion of their plan, and
can elect to withdraw total employee contributions, adjusted by earnings and losses from investments
of those contributions, upon separation from PERS-covered employment.

Teachers’ Retirement System Plan 3

The Teachers’ Retirement System (TRS) Plan 3 is a combination defined benefit/defined contribution
plan administered by the state through the Department of Retirement Systems (DRS). Refer Note 18.B
for TRS Plan descriptions.

TRS Plan 3 has a dual benefit structure. Employer contributions finance a defined benefit component,
and member contributions finance a defined contribution component. As established by chapter 41.34
RCW, employee contribution rates to the defined contribution component range from 5 percent to 15
percent of salaries, based on member choice. Members who do not choose a contribution rate default
to a 5 percent rate. There are currently no requirements for employer contributions to the defined
contribution component of TRS Plan 3.

TRS Plan 3 defined contribution retirement benefits are dependent on employee contributions and
investment earnings on those contributions. Members may elect to self-direct the investment of their
contributions. Any expenses incurred in conjunction with self-directed investments are paid by
members. Absent a member’s self-direction, TRS Plan 3 contributions are invested in the retirement
strategy fund that assumes the member will retire at age 65.

Members in TRS Plan 3 are immediately vested in the defined contribution portion of their plan, and

can elect to withdraw total employee contributions, adjusted by earnings and losses from investments
of those contributions, upon separation from TRS-covered employment.

56|Page



State Board Retirement Plan

Plan Description. As authorized by chapter 28B.10 RCW, 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.

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 SBCTC is authorized to amend benefit provisions including contribution rates 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 100% matched by the College. Employee and employer contributions
for the year ended June 30, 2018 were each $2,100,475 and $2,100,493, respectively.

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. The College does not
have access to the funds.

19. Other Post-Employment Benefits

The College implemented Statement No. 75 of the Governmental Accounting Standards Board
(GASB) Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions
for FY 2018 financial reporting. In addition to pension benefits as described in Note 18, the
College, through the Health Care Authority (HCA), administers a single employer defined
benefit other postemployment benefit (OPEB) plan.

Plan Description. Per RCW 41.05.065, the Public Employees’ Benefits Board (PEBB), created

within the HCA, is authorized to design benefits and determine the terms and conditions of
employee and retired employee participation and coverage. PEBB establishes eligibility criteria
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for both active employees and retirees. Benefits purchased by PEBB include medical, dental,
life, and long-term disability.

The relationship between the PEBB OPEB plan and its member employers, their employees, and
retirees is not formalized in a contract or plan document. Rather, the benefits are provided in
accordance with a substantive plan in effect at the time of each valuation. A substantive plan is
one in which the plan terms are understood by the employers and plan members. This
understanding is based on communications between the HCA, employers and plan members, and
the historical pattern of practice with regard to the sharing of benefit costs.

The PEBB OPEB plan is administered by the state and is funded on a pay-as-you-go basis. In the
state CAFR the plan is reported in governmental funds using the modified accrual basis and the
current financial resources measurement focus. For all proprietary and fiduciary funds, the OPEB
plan is reported using the economic resources measurement focus and the accrual basis of
accounting. It has no assets. The PEBB OPEB plan does not issue a publicly available financial
report.

Employees Covered by Benefit Terms. Employers participating in the PEBB plan for the state
include general government agencies, higher education institutions, and component units.
Additionally, there are 76 of the state’s K-12 schools and educational service districts (ESDs),
and 249 political subdivisions and tribal governments not included in the state's financial
reporting who participate in the PEBB plan. The plan is also available to the retirees of the
remaining 227 K-12 schools, charter schools, and ESDs, Membership in the PEBB plan for the
state consisted of the following:

Summary of Plan Participants
As of June 30, 2017

Active Employees 123,379
Retirees Receiving Benefits* 46,180
Retirees Not Receiving Benefits** 6,000
Total Active Employees and Retirees 175,559

*Enrollment data for June, 2017 from Report 1: PEBB Total Member Enrollment for June
2017 Coverage report. PEBB Retirees only.

**This is an estimate of the number of retirees that may be eligible to join a post-retirement
PEBB program in the future.

The PEBB retiree OPEB plan is available to employees who elect to continue coverage and pay
the administratively established premiums at the time they retire under the provisions of the
retirement system to which they belong. Retirees’ access to the PEBB plan depends on the
retirement eligibility of their respective retirement system. PEBB members are covered in the
following retirement systems: PERS, PSERS, TRS, SERS, WSPRS, Higher Education, Judicial,
and LEOFF 2. However, not all employers who participate in these plans offer PEBB to retirees.

Benefits Provided. Per RCW 41.05.022, retirees who are not yet eligible for Medicare benefits
may continue participation in the state’s non-Medicare community-rated health insurance risk
pool on a self-pay basis. Retirees in the non-Medicare risk pool receive an implicit subsidy. The

58|Page



implicit subsidy exists because retired members pay a premium based on a claims experience for
active employees and other non-Medicare retirees. The subsidy is valued using the difference
between the age-based claims costs and the premium. In calendar year 2016, the average
weighted implicit subsidy was valued at $304 per member per month, and in calendar year 2017,
the average weighted implicit subsidy is projected to be $328 per adult unit per month.

Retirees who are enrolled in both Parts A and B of Medicare may participate in the state’s
Medicare community-rated health insurance risk pool. Medicare retirees receive an explicit
subsidy in the form of reduced premiums. Annually, the HCA administrator recommends an
amount for the next calendar year’s explicit subsidy for inclusion in the Governor’s budget. The
final amount is approved by the state Legislature. In calendar year 2016, the explicit subsidy was
up to $150 per member per month, and it remained up to $150 per member per month in calendar
years 2017 and 2018. This will increase in calendar year 2019 to up to $168 per member per
month.

Contribution Information. Administrative costs as well as implicit and explicit subsidies are
funded by required contributions (RCW 41.05.050) from participating employers. The subsidies
provide monetary assistance for medical benefits.

Contributions are set each biennium as part of the budget process. The benefits are funded on a
pay-as-you-go basis. The College paid $8,124,823 for healthcare expenses in 2017, and
$8,260,063 for healthcare expenses in 2018; both of which included its pay-as-you-go portion of
the OPEB liability.

For calendar year 2017, the estimated monthly cost for PEBB benefits for each active employees
(average across all plans and tiers) is as follows (expressed in dollars):

Required Premium*

Medical $ 1,024
Dental 79
Life 4
Long-term Disability 2

Total 1,109
Employer contribution 959
Employee contribution 151

Total $ 1,110

*Per 2017 PEBB Financial Projection Model 8.0. Per capita cost based on
subscribers; includes non-Medicare risk pool only. Figures based on
CY2017 which includes projected claims cost at the time of this reporting.

For information on the results of an actuarial valuation of the employer provided subsidies
associated with the PEBB plan, refer to:
http://leg.wa.gov/osa/additionalservices/Pages/OPEB.aspx
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Total OPEB Liability

As of June 30, 2018, the state reported a total OPEB liability of $5.83 billion. The College’s
proportionate share of the total OPEB liability is $36,075,251. This liability was determined
based on a measurement date of June 30, 2017.

Actuarial Assumptions. Projections of benefits for financial reporting purposes are based on the
terms of the substantive plan (the plan as understood by the employer and the plan members) and
include the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members (active employees and retirees)
to that point. The actuarial methods and assumptions used include techniques that are designed to
reduce the effects of short-term volatility in actuarial accrued liabilities, consistent with the long-
term perspective of the calculations. The total OPEB liability was determined by an actuarial
valuation as of January 1, 2017, using the following actuarial assumptions, applied to all periods
included in the measurement, unless otherwise specified:

Inflation Rate 3%

Projected Salary Changes 3.75% Plus Service-Based Salary Increases

Trend rate assumptions vary slightly by medical plan.
Health Care Trend Rates* Initial rate is approximately 7%, reaching an ultimate
rate of approximately 5% in 2080

Post-Retirement Participation Percentage 65%

Percentage with Spouse Coverage 45%

*For additional detail on the health care trend rates, please see Office of the State Actuary’s 2017
OPEB Actuarial Valuation Report.

In projecting the growth of the explicit subsidy, the cap is assumed to remain constant until 2019,
at which time the explicit subsidy cap is assumed to grow at the health care trend rates. The
Legislature determines the value of cap and no future increases are guaranteed, however based
on historical growth patterns, future increases to the cap are assumed.

Mortality rates were based on the RP-2000 Combined Healthy Table and Combined Disabled
Table published by the Society of Actuaries. The Office of the State Actuary applied offsets to
the base table and recognized future improvements in mortality by projecting the mortality rates
using 100 percent Scale BB. Mortality rates are applied on a generational basis, meaning
members are assumed to receive additional mortality improvements in each future year,
throughout their lifetime.

Most demographic actuarial assumptions, including mortality and when members are expected to
terminate and retire, were based on the results of the 2007-2012 Experience Study Report. The
post-retirement participation percentage and percentage with spouse coverage, were reviewed in
2017. Economic assumptions, including inflation and salary increases, were based on the results
of the 2015 Economic Experience Study.

Actuarial Methodology. The total OPEB liability was determined using the following
methodologies:
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Actuarial Valuation Date 1/1/2017

Actuarial Measurement Date 6/30/2017
Actuarial Cost Method Entry Age
The recognition period for the experience and assumption changes
Amortization Method is 9 years. This is equal to the average expected remaining service
lives of all active and inactive members.
Asset Valuation Method N/A - No Assets

In order to calculate the beginning total OPEB liability balance under GASB 75, the January 1,
2017 actuarial valuation was projected backwards to the measurement date of June 30, 2016,
while the ending balance was determined by projecting the January 1, 2017 valuation forward to
June 30, 2017. Both the forward and backward projections reflect the plan's assumed service
cost, assumed interest, and expected benefit payments.

Discount Rate. Since OPEB benefits are funded on a pay-as-you-go basis, the discount rate used
to measure the total OPEB liability was set equal to the Bond Buyer General Obligation 20-Bond
Municipal Bond Index, or 2.85 percent for the June 30, 2016 measurement date and 3.58 percent
for the June 30, 2017 measurement date.

Additional detail on assumptions and methods can be found on OSA’s website:
http://leg.wa.gov/osa/additionalservices/Pages/OPEB.aspx

Changes in Total OPEB Liability
As of June 30, 2018, components of the calculation of total OPEB lability determined in
accordance with GASB Statement No. 75 for the College are represented in the following table:

Clark College

Proportionate Share (%o) 0.6192301769%
Service Cost $ 2,445,682
Interest Cost 1,145,572
Differences Between Expected and Actual Experience -
Changes in Assumptions* (5,588,122)
Changes of Benefit Terms -
Benefit Payments (583,802)
Changes in Proportionate Share (1,030,806)
Other -
Net Change in Total OPEB Liability (3,611,476)
Total OPEB Liability - Beginning 39,686,727
Total OPEB Liability - Ending $ 36,075,251

*The recognition period for these changes is nine years. This is equal to the average
expected remaining service lives of all active and inactive members.
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Changes in assumptions resulted from an increase in the Bond Buyer General Obligation 20-
Bond Municipal Bond Index discount rate resulting in an overall decrease in total OPEB liability
for the measurement date of June 30, 2017,

Sensitivity of the Total Liability to Changes in the Discount Rate. The following represents
the total OPEB liability of Clark College, calculated using the discount rate of 3.58 percent as
well as what the total OPEB liability would be if it were calculated using a discount rate that is 1
percentage point lower (2.58 percent) or 1 percentage point higher (4.58 percent) than the current
rate:
Discount Rate Sensitivity
Current
1% Decrease Discount Rate 1% Increase
$ 44,016,260 $ 36,075,251 $ 29,930,185

Sensitivity of Total OPEB Liability to Changes in the Health Care Cost Trend Rates. The
following represents the total OPEB liability of Clark College, calculated using the health care
trend rates of 7.00 percent decreasing to 5.00 percent, as well as what the total OPEB liability
would be if it were calculated using health care trend rates that are 1 percentage point lower
(6.00 percent decreasing to 4.00 percent) or 1 percentage point higher (8.0 percent decreasing to
6.00 percent that the current rate:

Health Care Cost Trend Rate Sensitivity
Current
1% Decrease Discount Rate 1% Increase
$ 29143838 $ 36,075251 $ 45,377,825

OPEB Expense and Deferred Outflows of Resources and Deferred Inflows of Resources
Related to OPEB

For the year ending June 30, 2018, the College will recognize OPEB expense of $2,857,548.
OPEB expense consists of the following elements:

Clark College
Proportionate Share (%0) 0.6192301769%
Service Cost $ 2,445,682
Interest Cost 1,145,572

Amortization of Differences Between Expected
and Actual Experience -

Amortization of Changes in Assumptions (620,902)
Changes of Benefit Terms -
Amortization of Changes in Proportion (112,804)
Administrative Expenses -
Total OPEB Expense $ 2,857,548
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As of June 30, 2018, the deferred inflows and deferred outflows of resources for Clark College
are as follows:

Clark College
Proportionate Share (%) 0.6192301769%
Deferred Inflows/Outflows of Resources Deferred Inflows Deferred Outflows
Difference between expected and actual
experience $ - $ -
Changes in assumptions 4,967,220 -
Transactions subsequent to the measurement
date - 570,914
Changes in proportion 902,434 -
Total Deferred Inflows/Outflows $ 5,869,654 $ 570,914

Amounts reported as deferred outflow of resources related to OPEB resulting from transactions
subsequent to the measurement date will be recognized as a reduction of total OPEB liability in
the year ended June 30, 2019. Amounts reported as deferred outflows of resources and deferred
inflows of resources related to OPEB will be recognized as OPEB expense in subsequent years
for the College as follows:

Clark College

Proportionate Share (%) 0.6192301769%
2019 $ (733,706)
2020 $ (733,706)
2021 $ (733,706)
2022 $ (733,706)
2023 $ (733,706)
Thereafter $ (2,201,124)

'$ (5,869,654)

The change in Clark College’s proportionate share of OPEB liability and deferred inflows and
deferred outflows of resources based on measurement date are representing in the following
table:
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Clark College

Proportionate Share (%) 2016 0.6357426819%
Proportionate Share (%) 2017 0.6192301769%
Total OPEB Liability - Ending 2016 $ 39,686,727
Total OPEB Liability - Beginning 2017 38,655,921
Total OPEB Liability Change in Proportion (1,030,806)
Total Deferred Inflows/Outflows - 2016 599,370
Total Deferred Inflows/Outflows - 2017 583,802
Total Deferred Inflows/Outflows Change in Proportion (15,568)
Total Change in Proportion $ (1,015,238)

20. 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, student financial aid, and
academic support. The College included compensated absence accrual expense and pension expense
with institutional support for the purpose of this table. The following table lists operating expenses
by program for the year ending June 30, 2018.

Expenses by Functional Classification

Instruction $ 35,745,119
Academic Support Services 9,184,409
Student Services 9,271,698
Institutional Support 12,735,347
Operations and Maintenance of Plant 6,871,542
Scholarships and Other Student Financial Aid 14,599,066
Auxiliary enterprises 8,146,860
Depreciation 4,529,212

Total Operating Expenses $ 101,083,253

21. Commitments and Contingencies

A $2.75 million tort claim filed against the College last year is still unresolved. In this claim a
former employee alleges she was subjected to disparate treatment, contract breach,
discrimination, defamation, and civil rights violations, among other charges. The College
continues to work with the Attorney General’s office on this claim. Additionally, the College is
engaged in various legal actions in the ordinary course of business. Management does not
believe the ultimate outcome of these action will have a material adverse effect on the financial
statements.

As discussed in Note 11, the College participates in the State of Washington risk management
self-insurance program, and coverage is adequate to protect the College from a negative impact
to its financial position.
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Required Supplementary Information

Pension Plan Information

Cost Sharing Employer Plans
Schedules of Clark College’s Proportionate Share of the Net Pension Liability

Measurement Date of June 30

Public Employees’ Retirement System (PERS) Plan 1

Schedule of Clark College's Share of the Net Pension Liability

College’s
proportion of the

College
proportionate

College’s
proportionate
share of the net
pension liability
as a percentage

Plan’s fiduciary
net position as a
percentage of the

Fiscal net pension share of the net College covered of its covered total pension
Year liability pension liability payroll payroll liability
2014 0.126007% $ 6,347,662 S 13,737,461 46.21% 61.19%
2015 0.119202% $ 6,235,373 S 13,482,980 46.25% 59.10%
2016 0.116781% S 6,271,681 S 13,828,741 45.35% 57.03%
2017 0.115396% $ 5,475,631 $ 14,419,186 37.97% 61.24%
2018
2019
2020
2021
2022
2023

*These schedules are to be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Clark College’s Proportionate Share of the Net Pension Liability

Schedule of Clark College's Share of the Net Pension Liability
Public Employees’ Retirement System (PERS) Plan 2/3

Measurement Date of June 30

College’s
proportionate

share of the net Plan’s fiduciary

College’s College pension liability net position as a

proportion of the proportionate as a percentage percentage of the

Fiscal net pension share of the net College covered of its covered total pension

Year liability pension liability payroll payroll liability

2014 0.158501% S 3,203,878 §$ 13,594,117 23.57% 93.29%

2015 0.150332% $ 5,371,449 S 13,339,404 40.27% 89.20%

2016 0.146773% S 7,389,896 S 13,712,161 53.89% 85.82%

2017 0.146025% S 5,073,661 S 14,316,617 35.44% 90.97%
2018
2019
2020
2021
2022
2023

*These schedules are to be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Clark College’s Proportionate Share of the Net Pension Liability

Schedule of Clark College's Share of the Net Pension Liability
Teachers’ Retirement System (TRS) Plan 1

Measurement Date of June 30

College’s
proportionate

share of the net Plan’s fiduciary

College’s College pension liability net position as a

proportion of the proportionate as a percentage percentage of the

Fiscal net pension share of the net College covered of its covered total pension

Year liability pension liability payroll payroll liability

2014 0.026433% $ 779,629 S 1,189,441 65.55% 68.77%

2015 0.026463% $ 838,385 $ 1,267,135 66.16% 65.70%

2016 0.028512% S 973,463 S 1,400,943 69.49% 62.07%

2017 0.028094% $ 849,358 S 1,590,618 53.40% 65.60%
2018
2019
2020
2021
2022
2023

*These schedules are to be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Clark College’s Proportionate Share of the Net Pension Liability

Schedule of Clark College's Share of the Net Pension Liability
Teachers’ Retirement System (TRS) Plan 2/3
Measurement Date of June 30
College’s
proportionate

share of the net Plan’s fiduciary

College’s College pension liability net position as a

proportion of the proportionate as a percentage percentage of the

Fiscal net pension share of the net College covered of its covered total pension

Year liability  pension liability payroll payroll liability

2014 0.026905% S 86,900 S 1,159,481 7.49% 96.81%

2015 0.026383% S 222,620 S 1,232,234 18.07% 92.48%

2016 0.027884% S 382,925 S 1,374,104 27.87% 88.72%

2017 0.028910% S 266,823 S 1,589,505 16.79% 93.10%
2018
2019
2020
2021
2022
2023

*These schedules are to be built prospectively until they contain 10 years of data.
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Pension Plan Information

Cost Sharing Employer Plans
Schedules of Contributions

Schedule of Contributions
Public Employees’ Retirement System (PERS) Plan 1
Fiscal Year Ended June 30

Contributions
in relation to

h
Contractually Cont:acetually Contribution Contributions as
Fiscal Required Required deficiency Covered a percentage of
Year Contributions  Contributions (excess) payroll covered payroll
2014 S 557,742 $ 557,742 S - $13,737,461 4.06%
2015 S 547,849 S 547,849 S - $13,482,980 4.06%
2016 S 662,258 S 662,258 S - $13,828,741 4.79%
2017 S 694,134 S 694,134 S - 514,419,186 4.81%
2018 S 748,720 S 748,720 S - $14,764,631 5.07%
2019
2020
2021
2022
2023

Notes: These schedules will be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Contributions

Schedule of Contributions

Public Emplyees’ Retirement System (PERS) Plan 2/3

Fiscal Year Ended June 30

Contributions
in relation to
the
Contractually Contractually Contribution Contributions as

Fiscal Required Required deficiency Covered a percentage of
Year Contributions  Contributions (excess) payroll covered payroll
2014 S 1,214,484 S 1,214,484 S $13,594,117 8.93%
2015 S 1,204,544 S 1,204,544 S $13,339,404 9.03%
2016 $ 1,496,858 S 1,496,858 S $13,712,161 10.92%
2017 S 1,574,755 S 1,574,755 S $14,316,617 11.00%
2018 $ 1,825,851 S 1,825,851 S $14,660,814 12.45%
2019
2020
2021
2022
2023

Notes: These schedules will be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Contributions

Schedule of Contributions

Teachers’ Retirement System (TRS) Plan 1

Fiscal Year Ended June 30

Contributions
in relation to

h
Contractually Cont:a:tually Contribution Contributions as
Fiscal Required Required deficiency Covered a percentage of
Year Contributions  Contributions (excess) payroll covered payroll
2014 S 52,271 $ 52,271 §$ 1,189,441 4.39%
2015 S 59,219 S 59,219 S 1,267,135 4.67%
2016 S 64,952 S 64,952 S 1,400,943 4.64%
2017 S 98,312 S 98,312 S 1,590,618 6.18%
2018 S 127,044 S 127,044 S 1,790,360 7.10%
2019
2020
2021
2022
2023

Notes: These schedules will be built prospectively until they contain 10 years of data.
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Cost Sharing Employer Plans
Schedules of Contributions

Teachers’ Retirement System (TRS) Plan 2/3
Fiscal Year Ended June 30

Schedule of Contributions

Contributions
in relation to

h
Contractually Cont:a:tually Contribution Contributions as
Fiscal Required Required deficiency Covered a percentage of
Year Contributions  Contributions (excess) payroll covered payroll
2014 S 115,350 S 115,350 S 1,159,481 9.95%
2015 S 125,768 S 125,768 S 1,232,234 10.21%
2016 S 174,273 S 174,273 S 1,374,104 12.68%
2017 S 204,687 S 204,687 S 1,589,505 12.88%
2018 S 265,282 S 265,282 S 1,790,360 14.82%
2019
2020
2021
2022
2023

Notes: These schedules will be built prospectively until they contain 10 years of data.
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State Board Supplemental Defined Benefit Plan

Schedule of Changes in the Total Pension Liability and Related Ratios
For the Fiscal Year Ended June 30
2017 2018

Total Pension Liability

Service Cost S 237,039 S 164,899

Interest 153,768 S 151,539

Changes of benefit terms - S -

Differences between expected and actual experience (1,108,661) $ (448,208)

Changes of assumptions (261,675) $ (151,634)

Benefit payments (39,470) S (56,024)

Change in proportionate share - S (63,428)
Net Change in Total Pension Liability (1,018,999) $ (402,856)
Total Pension Liability - Beginning 5,178,227 $ 4,159,228
Total Pension Liability - Ending $ 4,159,228 $ 3,756,372
College's Proportion of the Pension Liability 4.375831% 4.309100%
Covered-employee payroll S 24,531,125 24536498.35
Total Pension Liability as a percentage of covered-employee payroll 16.954901% 15.309324%

Notes: These schedules will be built prospectively until they contain 10 years of data.

State Board Supplemental Defined Benefit Plans

Notes to Required Supplementary Information

The State Board Supplemental Retirement Plans are financed on a pay-as-you-go basis. State institutions
of higher education make direct payments to qualifying retirees when the retirement benefits provided
by the fund sponsors do not meet the benefit goals, no assets are accumulated in trusts or equivalent
arrangements. Potential factors that may significantly affect trends in amounts reported include changes
to the discount rate, salary growth and the variable income investment return.
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Other Post Employment Benefits

Schedule of Changes in the Total OPEB Liability and Related Ratios
For the Fiscal Year Ended June 30
2018

Total Pension Liability

Service Cost $ 2,445,682

Interest S 1,145,572

Changes of benefit terms $ h

Differences between expected and actual experience s -

Changes of assumptions $(5,588,122)

Benefit payments S (583,802)

Change in proportionate share $(1,030,806)
Net Change in Total OPEB Liability $(3,611,476)
Total OPEB Liability - Beginning $39,686,727
Total OPEB Liability - Ending $36,075,251
College's Proportion of the OPEB Liability 0.619230%
Covered-employee payroll S 40,817,244
Total OPEB Liability as a percentage of covered-employee payroll 88.382378%

Notes: These schedules will be built prospectively until they contain 10 years of data.

Notes to Required Supplementary Information

The Public Employee's Benefits Board (PEBB) OPEB plan does not have assets in trusts or equivalent
arrangements and is funded on a pay-as-you-go basis. Potential factors that may significantly affect
trends in amounts reported include changes to the discount rate, health care trend rates, salary
projections, and participation percentages.
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