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We are transmitting the 2006/07 direct charges for the Health Center programs for incorporation
into your budget planning process. Please note that the attached worksheet summarizes the debt
service and program reserves charges, however, it does not identify indirect charges, which will
be processed separately as noted in Coded Memo FT 06-01. This change in communication to
you is being incorporated this year to better categorize expenditures.

At the present time, your campus is the only one with a Health Center program with outstanding
debt resulting in direct charges as noted in the attachment. Please ensure that the appropriate
fiscal personnel at your campus have this information. We are requesting the Chancellor’s
Office Systemwide Financial Operations (SFO) department to prepare quarterly Plan for
Financial Adjustments (PFA) to transfer the funds. An AD-NOAT memo will be issued at the
time of the transfer indicating the journal entry information to ensure accurate FIRMS data
submission and recording. Please note revision: Per discussion with the SFO department, the
PFA timing has been changed as shown on Attachment A. In the coming year, we will
reevaluate the timing of the PFA transfer dates with the intention of streamlining the process
while meeting bond indenture requirements. We will advise you of the forthcoming changes.

Attachment A includes quarterly debt service transfers to cover principal and interest payments
on November Ist and interest payments on May 1st of the coming fiscal year. The quarterly
amounts include a fifteen percent reserve, which will not affect the calculation of the health
center program’s Net Revenue Debt Service Coverage Ratio (DSCR), as long as the campus
appropriately records the transfers for debt service and reserve as a “Transfer Out” and not as an
operating expense in the FIRMS database (see Attachment A for an example). We anticipate
that the interest received from the reserve will be credited to your campus and will be used for
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future debt service payments. The transfer for reserve is required for the first two full years of a
project’s operations.

Please confact Rosa Renaud or Angelique Sutanto of my staff at (562) 951-4570 should you or
your staff have any questions on your program. For questions regarding the accounting process,
please contact George Ashkar or Kathy Skara at (562) 951-4610. Thank you for your assistance

in this process.
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Totals

532,100

79,815

611,913

152,978.73
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Campus Journal Entry Required (FIRMS):
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H annual revenue = $15,000,000

Net Revenue Debt Service Coverage Ratio (DSCR) Calculation

Example:

and annual operating expense = $10,000,060
then, annual net income = $5,000,000

If annual debt service payment = $750,000 (B
then. 15% reserve (of debt service payment) = $112,500 (&
and annual debt service transfer = $862,500

Therefore, DSCR = $5,000,000/8750,000 = 6.67

(&) Revised: Transfers (o occur September 1, October 1, February ¥ and April 1. Refer to coded memo FT 06-01
Attachment A for centrally paid indizect costs, which bas different PFA daies,

{b) Projected debt service reserve for 07/08 is $213,627 and for 08/09 is $136,062.
(¢} This should be recorded as "Transfer Out” (6806126} in FIRMS.



