Explanatory Matrix of Auditor’s Opinions

	TYPE OF REPORT
	

	UNQUALIFIED

OPINION


	In our opinion, the financials statements referred to above present fairly, in

all material respects, the financial position of XXXXX as of June 30, 20XX, and the
related results of its operations and cash flows for the year then ended in conformity

  with accounting principals generally accepted in the United States of America


	TYPE OF REPORT
	CIRCUMSTANCE
	EXAMPLES
	EFFECT ON REPORT

	QUALIFIED

OPINION (1)


	Departure from

GAAP
	Land and buildings maintained at appraised value rather than acquisition cost.
	A separate explanatory paragraph preceding the opinion and an `Except for'

qualification within the opinion paragraph.  For example, ‘Except for  the effects of valuing land and buildings at appraised value, the financial statements referred to above ...’

	QUALIFIED

OPINION (2)


	Scope Limitation
	Inadequate Accounting Records.
	A separate explanatory paragraph preceding the opinion and an 'Except for'

qualification within the opinion paragraph.  For example, ‘Except for the effects, if any, as might have been determined to be necessary if transaction or account balance records had been adequate, the financial statements referred to above.’

	ADVERSE
OPINION
	Pervasive Departure

from GAAP
	Financial statements presented on a modified accrual basis or other Non-GAAP

measurement basis
	A separate explanatory paragraph preceding the opinion and `Because of notation
within the opinion paragraph. For example, ‘Because of the effects of the matter discussed in the preceding paragraph, the financial statements referred to above do not present fairly.’

	DISCLAIMER OF
OPINION
	Pervasive Scope

Limitation
	Unable to perform adequate audit

procedures on material transactions or

accounts
	A separate explanatory paragraph preceding the opinion describing the accounts or transactions that could not be audited and `Since' notation within the last paragraph.  For example, ‘Since the accounts and transactions as of xx/xx/xx materially affect the determination of financial position, results of operations and cash flows, the scope of our work was not sufficient to enable us to express, and we do not express, an opinion on the financial statements referred to in the first paragraph.’

	UNQUALIFIED

OPINION  WITH

REQUIRED EXPLANATORY LANGUAGE
	Going Concern
	Entity's financial condition is such that there is a doubt as to the ability to continue in the future. 


	A separate explanatory paragraph after the opinion.  For example, `The accompanying financial statements have been prepared assuming that the Entity will continue as a going concern.  As discussed in the Notes to the Financial Statements, the Entity has incurred losses in the past three years and has a negative Net Asset Balance at xx/xx/xx. These conditions raise substantial doubt about its ability to continue as a going concern.  Management's plans regarding those matters are also described in the Notes.  These financial statements do not include any adjustments that might result from the outcome of that uncertainty.'


ACCJC

Guidelines for Standard III.D Financial Resources Review 

During the Comprehensive Evaluation Site Visit

The Commission is establishing a protocol for accreditation visiting teams to follow when evaluating an institution’s financial stability. The evaluation will include analysis of its financial resources and determine if support for student learning programs and services to improve institutional effectiveness are sufficient.  To ensure consistency during site visits, the Commission expects that the CBO or team members examining college and district/system finances for Standard III.D will look for the following, either before or during the visit:

1. Audits, last several years, how they have responded to the audits. What changes have occurred as they responded.

2. Budgets last few years and adopted budget for current year.

3. Actuarial studies that reflect long term liabilities. (GASB will ask for review of actuarials every three years) such as retiree benefits, accrued vacation, on workers comp if available. 

4. In what areas is the college/district self-insured?   Does the college/district have a risk management fund?  What is the reserve in it? What do their actuarial studies show? 

5. Cash Flow Statements  (privates).

6. Current Bargaining Agreements.  Any expired labor agreements are a signal for a closer look at college financial resources and stability.  

7. Debt Obligations:  Lease agreements, bonds or notes payable, and other debt agreements. 

8. Policies related to finance, how they charge fees. (Fees for Private Institutions) 

9. Most recent variance statement/quarterly reports.  (Information showing current relationship between income and expenditures).  (Variance between projected income (budget) and actual income, and between projected expenditures (budget) and actual expenditures.) 

10. Projected ending balance for the current fiscal year?

11. What mechanisms do they have in place for monitoring the ending balance?

12. What mechanisms do they have for monitoring fiscal stability?  

13. Foundation(s) audits. Examine where the foundation is housed, how it is staffed (own employees or reimbursed use of college employee time?), the effective support of the foundation, articles of incorporation.   Ask all questions that we ask when we review the annual audit.  Under GASB, foundation audits are public documents.  

14. Bonds:  If institution has bonds in California, they will be included in the financial statements of the district.  If it is a proposition 39 bond, it must have a compliance audit annually.  Should look at a bond budget – list of expenditures to date, documents that describe the bond “promise.”  Look at whether the district planned the “total cost of ownership.”  

15. Procurements: Examine the district’s financial management practices, integrity issues – Policies on procurement, bidding, etc.  

16. Business plan for new acquisitions, for expansion of programs.  Education and financial plans to accompany it.  

17. Risk Management: If self-insured, does the district have the finances to cover all costs?    Are there actuarial studies showing the costs; sufficient funds to cover the “retention” or deductible.  

18. Examine documents that show the institution has made payments to social security, IRS, etc.
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September 21, 2006

Memo to: 
Chancellors, Superintendents, and Presidents

From:

Barbara Beno, President
Subject:
Institutional fiscal data and documents to be used in comprehensive institutional evaluations for accreditation 
The purpose of this memo is to inform you of a new Commission practice with regard to evaluating institutional compliance with standards on fiscal resources and fiscal management.  

Over the past several years the Commission has recognized a need to monitor institutional fiscal stability more carefully and consistently.  Two years ago, the Commission created a Fiscal Review Task Force comprised of auditors, chief financial officers and college executives to identify the fiscal data and documents that should be used to address Standard III D, Financial Resources, during comprehensive evaluations.  The Commission piloted strategies suggested by the Task Force over the last fiscal year. The Task Force has now completed its work, and developed a set of documents that will be given to colleges undergoing review and used by visiting teams to evaluate the institution’s ability to meet the accreditation standards. 

These documents are as follows:

     (
“ACCJC Guidelines for Standard III.D, Financial Resources Review” 
describes a set of questions that visiting teams will use to assess 
institutional financial resources.  The questions are derived from the 
Standards of Accreditation and are not a substitute for the Standards.  Other 
questions may also be asked to assess whether an institution meets the 
Standards.  

     (
The “Required Evidentiary Documents for Financial Review” form lists the 
minimum evidentiary documents that an institution should provide the 
visiting team before or during the team visit. The form has been customized 
to the Commission’s institutional membership and the institutional fiscal 
documents available. There are distinct forms for California public, 
Hawai‛i public, private and Pacific institutions.  

     (
The “Explanatory Matrix of Auditor’s Opinions” is provided to insure that 
team members can interpret fully the annual external audits that are 
required of each institution accredited by the ACCJC.

     (
The “Sample Schedule of Financial Trends and Analysis” form is used as 
an example of how an institution might present the required three-year 
fiscal trends analysis to the team.  

The Commission will train chief financial officers and business officers who serve on accreditation teams to complete these forms correctly and effectively.  The Commission hopes that the standardized format for fiscal review during comprehensive evaluation visits will help institutions be better prepared for the team’s visit. 
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I am sending you these forms in advance to familiarize yourself with the Commission’s requirements.  The college will receive the forms when it attends the Self Study Workshop (approximately two years before the comprehensive visit is scheduled to take place).  

BAB:dw
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�
(Budget)


2005/06�
2004/05�
2003/04�
2002/03�
�
UNRESTRICTED GENERAL FUND


Revenues�
$	54,521,032�
$	53,191,251�
$	51,900,542�
$	52,732,232�
�
Other sources�
320,000�
300,000�
300,000�
500,000�
�
Total Revenues


and Other Sources�
54,841,032�
53,491,251�
52,200,542�
53,232,232�
�
Expenditures�
54,699,785�
53,106, 587�
52, 500,156�
52,932,232�
�
Other uses and transfers out�
135,000�
175,500�
200,500�
335,900�
�
Total Expenditures


and Other Uses�
54,834,785�
53,282,087�
52,700,656�
53,268,132�
�
INCREASE (DECREASE)


IN FUND BALANCE�
$	6,247�
$	209,164�
$	(500,114)�
$	(35,900)�
�
ENDING FUND BALANCE�
$	3,527,743�
$	3,521,495�
$	3,312,331�
$	3,812,445�
�
AVAILABLE RESERVES�
$	2,741,539�
$	2,765,978�
$	2,601,438�
$	2,880,325�
�
AVAILABLE RESERVES AS A


PERCENTAGE OF TOTAL OUTGO�
5.00%�
5.19%�
4.94%�
3.64%�
�
LONG-TERM DEBT�
�
$	65,910,350�
$	31,645,945�
$	35,423,810�
�
ANNUAL FUNDED FTES�
9,900�
9,956�
9,667�
9,236�
�






�Sample


SCHEDULE OF FINANCIAL TRENDS AND ANALYSIS� FOR THE YEAR ENDED JUNE 30, 2005





The District's Unrestricted Fund Ending Fund Balance has decreased by $326,850 over the past three years. The fiscal year 2005-06 budget projects an increase of $6,247. The State Chancellor's Office and the District Board Policies recommend a reserve level of at least 5% of Unrestricted Expenditures be set aside as a reserve for economic uncertainties. The District has met this requirement during the 2004-05 fiscal year.


The District's long term obligations consist primarily of general obligation bonds which are repaid through the assessment of local property taxes, and lease purchases for operating equipment. The second series of bonds were issued to fund construction of the new library during the 2004-05 fiscal year.


The primary unrestricted funding source for the District is State Apportionment which is calculated primarily based upon Full Time Equivalent Students (FTES). The ability to fund the FTES is based upon the State legislature. While funded FTES has been increased over the past several years, student enrollment continues to increase and unfunded FTES for the 2005-06 fiscal year were 376.


The 2005-06 Budget is included for purposes of additional analysis and has not been audited.
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