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April 23, 2014 

Ms. Rosa Royce 
Associate Vice President, Fiscal Services 
MT. San Antonio Community College District 
1100 North Grand Avenue 
Walnut, CA 91789 

Subject: Report on Fiscal Oversight for Fiscally Independent School Districts 

for Fiscal Year Ending July 1, 2012 to June 30, 2013. 

Dear Ms. Royce, 

The fiscal oversight review for fiscal year July 1, 2012 to June 30, 2013, for Mt. San 
Antonio Community College District (MT. SAC) was initiated by the Division of 
School Financial Services (SFS) of the Los Angeles County Office of Education 
(LACOE) on January 13, 2014. Education Code Section 85237.5 (a) states that at 
any time during a fiscal year, the county superintendent may audit the expenditures 
and internal controls of community college districts he or she determines to be 
fiscally accountable. The County Superintendent shall report his or her findings to 
the governing board of the district. Education Code Section 85266.5 (m) states that 
if at any time the county superintendent of schools determines that the accounting 
controls of the district have become inadequate, he or she may recommend to the 
Board of Governors that the approval be revoked, to be effective on the first day of 
the next following fiscal year. 

The fiscal oversight review was conducted for the purpose of examining the adequacy 
of the district's internal control procedures and to verify that the district satisfactorily 
meets the four accounting control standards required for fiscal independence. The 
following four accounting control standards prescribed by the Board of Governors are 
intended to serve as broad and general guidelines for evaluating the district's ability 
to issue warrants directly on the county treasury without review and approval of the 
county auditor and county superintendent of schools: 

Standard 1: Adequate Fund Balance: The district has avoided deficit balances in its 
governmental funds and has maintained a prudent reserve in its unrestricted general 
fund over the preceding five fiscal years. 

Standard 2: Statute and Governing Board: The district makes only lawful and 
appropriate expenditures in carrying out the programs authorized by statute and by 
the governing board. 
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Background 

The request of Mt. San Antonio Community College District's (MT. SAC) to become Fiscally 
Independent was approved by the Board of Governors pursuant to Education Code Section 
85266.5 per letter dated November 7, 2011 received from the California Community Colleges 
Chancellor's office. The Board of Governors concurs in the recommendation of the Los 
Angeles County Office of Education (LA COE) and the County Auditor/Controller and approved 
fiscal independence status for MT. SAC effective July 1, 2012. Under E.C., Section 85266, 
fiscal independence is granted by the Board of Governors, based largely on the recommendation 
from the community college district's applicable county offices and results of the independent 
Certified Public Accountant (CPA) survey of the district's accounting controls. Fiscal 
independence gives districts broad authority to issue warrants without review or approval of the 
County Office of Education or County Auditor. 

In the annual audit report dated November 15, 2010, Vicente, Lloyd & Stutzman LLP made the 
following observations: "As a result of the Fiscal Independence Status, the district assumed the 
majority of the responsibilities previously performed by the Los Angeles County Superintendent 
of Schools for fiscal, budget, human resources/payroll, and financial management systems 
processing. In addition, the District assumed oversight for the internal audit function for the 
issuance of payroll and commercial warrants. The Los Angeles County Superintendent of 
Schools still retains high level oversight of the District, but is no longer involved in the day-to
day activities. Their new role is to ensure the District complies with approved Fiscal 
Accountability Plan." 

Education Code Section 85266.5 (m) states that if at any time the county superintendent of 
schools determines that the accounting controls of the district have become inadequate, he or she 
may recommend to the board of governors that the approval be revoked, to be effective on the 
first day of the next following fiscal year. Pursuant to 
Education Code Section 85237.5 (a) At any time during a fiscal year, the County Superintendent 
may audit the expenditures and internal controls of community college districts he or she 
determines to be fiscally accountable. The county superintendent shall report his or her findings 
and recommendation to the governing board of the districts. 



Objectives: 

To comply with the requirements of ED Code sections 85266.5 (m) and 85237.5 (a) LACOE 
reviewed the district annual audit reports issued by the Independent Certified Public Accountant 
of the districts with the following objectives: 

1. To verify the adequacy of the internal controls put in place for fiscal independence. 

2. To verify any changes or weaknesses in the district internal controls as it appears in the 

audit report. 

3. To verify the district complies with the approved fiscal independence plan. 

Scope and Methodology: 

A. Review of June 30, 2013 audit report issued by the district's Independent Certified Public 

Accountant - Verify auditor's audit report related to the four accounting control 

standards such as adequate fund balance, statute of governing board, adequate internal 

controls and legality and propriety of transactions. 

B. Review of Organizational Chart - Ensure that there are no incompatible functions to 

mitigate process risks associated with functional business areas. 

C. Review of Fidelity Bond - The Disbursing Officer authorized by the Board to issue 

warrants pursuant to Education Code Section 85266 would execute an official bond in an 

amount fixed by the Board 

D. Review of District's responses to the Internal Control Questionnaire developed by the 

California Community Colleges - To verify the District's adherence to the four 

accounting control standards and adequacy of internal controls. 

E. Review of District's cash reconciliation- Ensure the reconciliation of the District's 

records(general ledger account) against the Los Angeles County Auditor-Controller 

account (eCAPS cash account) is performed to address the following: 

• Timely Reconciliation 
• Mathematical Accuracy 
• Management Review of Reconciliation 

To evaluate the district's ability to issue warrants directly on the county treasury without review 
and approval of the county auditor and county superintendent of schools, LA COE reviewed the 
district's audited financial report for the period ending June 30, 2013 issued by the district's 
Independent Certified Public Accountant. In addition to the audited financial report the 
following documents were also reviewed to verify the district is in adherence to the four 
accounting control standards: 



1. District responses to the Fiscal Independence Review questionnaire developed by the 

California Community Colleges, System Office through the consultation process 

covering the four accounting standards. 

2. 2012-2013 Organizational chart 

3. Evidence of coverage for the District Disbursement Officer 

4. District's Trial Balance as of June 30, 2013 

5. Cash Reconciliation as of June 30, 2013 and as of September 30, 2013 

Below are the four Accounting Control Standards: 

a. Standard 1 : Adequate Fund Balances - The district has avoided deficit balances in its 
funds and has maintained a prudent reserve in its umestricted general fund over the 
preceding five fiscal years. 

b. Standard 2: Statute and Governing Board - The district makes only lawful and 
appropriate expenditures in carrying out the programs authorized by statute and by the 
governing board. 

c. Standard 3: Adequate Internal Controls - The staff of the district are adequate in 
number and skill level to administer administrative programs independent of detailed 
review by the county office of education and to provide internal audit functions that 
assure adequate internal controls. 

d. Standard 4: Legality and Propriety of Transactions - The staff of the district exercise 
independent judgment to assure the legality and propriety of transactions. 

Results of Review: 

1. Review of Accounting Control Standard 1: Adequate Fund Balance - Using the 
information from the district's trial balance as of June 30, 2013 a fund balance analysis 
worksheet was prepared. The review of external auditor's schedule of financial trends 
and analysis of umestricted and restricted general funds and other related reports for 
fiscal year ending June 30, 2013 was conducted. The cash reconciliations between the 
records of the district and the county auditor/controller's office as of June 30, 2013 and as 
of September 30, 2013 were reviewed. The auditor's report as of June 30, 2013 showed 
the district's fund balance for fiscal year ending June 30, 2013 had a negative balance of 
$2.6M and a positive fund balance of $27. 7M in the Umestricted General fund as of the 
end of the fiscal period. The $2.6M deficit fund balance for fiscal year 2013 became a 
concern of the Los Angeles County Office of Education. The concerns of LA COE on 
MT. SAC's deficit fund balance during their first year of operations as fiscally 
independent school district was discussed with the office of the Chancellor of California 
Community College. During the discussion, the Chancellor's office mentioned that the 
reason for the deficit balance was due to the timing of money issued from the state and 
this will not be an ongoing concern in the future. A conference call to discuss the fund 
balance deficit issue of the district was also made with the Associate Vice President, 
Fiscal Services of MT. SAC on February 11, 2013. An email dated February 12, 2014 
was received from the Associate Vice President of Fiscal Services explaining that 



the $2.6M deficit was a result of a large shortfall from the Redevelopment Agencies and 
Property Taxes Revenues for the Community College system. She also mentioned in her 
email that on February 7, 2014 the District received a notification from the Chancellor's 
Office that the June 30, 2013 deficit was backfilled. A large portion of the $2.6 million 
shortfall was already recovered by the district per email received from the office of the 
administrator of fiscal policy of the California Community Colleges on 
February 24, 2014. A copy of the notice from the Chancellor's office was provided by the 
District. 

The June 30, 2013 audit report stated that the District has adopted a minimum fund 
balance policy in order to ensure fiscal health and stability. The policy requires an 
unassigned fund balance of no less than 10% of umestricted general fund expenditures. 
This policy meets the minimum reserve balance recommended by the California 
Community College Chancellor's Office that Districts provide for a minimum prudent 
reserve balance of 5% of umestricted expenditures. The ending fund balance of the 
district as of June 30, 2013 in the Umestricted General Fund per audit report represents 
19.94% which is above the required 10% adopted minimum fund balance policy and 
above the 5% minimum fund balance recommended by the Chancellor's Office. 

2. Review of Accounting Control Standard 2: Statute and Governing Board - To 
verify the district complies with accounting control standard 2, LACOE reviewed the 
district's audited financial report as of June 30, 2013. The fiscal independence review 
questionnaire developed by the California Community Colleges on Statute and 
Governing Board was also provided to the district. The responses to the questionnaire 
indicated that the District has consistently met the requirements of accounting control 
standard 2. The district makes only lawful and appropriate expenditures in carrying out 
the programs authorized by statute and by the Governing Board. The district has adopted 
a Board policy in regards to the adoption of a budget that meets Education Code 
requirements and the district has also been able to meet the deadlines presented in the 
Board policy. The district also indicated in their response that as required by Public 
Contract Code, the District receives competitive bids for all purchases for materials and 
supplies that exceed $72,400 and for public projects that exceed $15,000. The District 
also developed a corrective action plan to address all findings as they become aware of 
them. Based on the documents and information provided, it is LACOE's opinion that 
MT. SAC has materially complied with accounting control standard 2. 

3. Review of Accounting Control Standard 3: Adequate Internal Control - To verify 
the adequacy of the district's internal control, LACOE reviewed the district's 
organizational chart for year 2012-13 to check if the district has an adequate number of 
staff and the skill level to conduct administrative programs independent of detailed 
review by LACOE and to provide an internal audit function that ensures adequate 
internal control. The audit report of the Independent Certified Public Accountant for the 
year ending June 30, 2013 was also reviewed to check for any deficiencies in internal 
control in the report. LACOE also asked the district to provide answers to the questions 
listed on the fiscal independence review questionnaire prepared by the California 
Community Colleges on adequate internal controls. The response of the District to the 



questionnaire indicated that the district has adequate internal control in place and the 
controls are implemented. The district also mentioned in their responses to the 
questionnaire that their external auditors reviewed their organizational chart and detail of 
job assignments and noted proper segregation between record keeping, asset custody, 
authorization, and reconciliation. The auditor also noted that the district has multiple 
levels of review of reports and statistical data prior to submission to the Board. The check 
printer and all check stock are held in a locked vault at the District's office. All checks 
and signature plates are contained in the locked vault with dual control and require 
separate codes to gain access. All documentation is kept up to date and maintained 
within the District's system for audit trail purposes. The District's data is backed-up and 
stored securely offsite by an outside data storage facility. In case of disaster, the District 
would have access to all tapes and data with little to no downtime. Rosa Royce, the 
Assistant Vice President of Fiscal Services, the person responsible for signing warrants is 
bonded by a $1,000,000 bond that is approved by the Governing Board. A copy of the 
evidence of coverage was provided by the District to LACOE. Based on the documents 
and information provided and the district responses to the questionnaire, it is LACOE's 
opinion that the district has materially complied with accounting control standard 3 and 
did not identify deficiencies that LACOE considers to be material weaknesses in internal 
control. 

4. Review of Accounting Control Standard 4: Legality and Propriety of Transactions

LACOE reviewed the fiscal independence plan submitted by the district when an 
application for fiscal independence was filed. The district's audit process and internal 
control procedures on commercial and payroll warrants including data processing internal 
control procedures were also reviewed. The district was also required to provide 
responses to the fiscal independence review questionnaires prepared by the California 
Community Colleges. The responses to the questionnaire received from the District 
indicated that an independent internal audit function that must be performed to determine 
compliance with policies, laws, regulations, and accounting procedures was partially met 
by the District during the period under review. However, the district's audit procedures 
are implemented to ensure accurate, complete, and timely reporting of data to LACOE. 
The district also mentioned that the Fiscal Department created a position that conducts 
informal audit tasks. The accounting staff and employees have access to the 
President/CEO, Governing Board, and legal counsel which includes authority to follow 
the advice of the counsel in determining legality and propriety of accounting transactions 
if necessary. Information Systems personnel do not have access to initiate or authorize 
transactions and personnel operate independently of the Fiscal Department. The 
department is also located in a separate location from the Fiscal Services, Purchasing and 
Human Resources. Based on the documents and information provided, it is LACOE's 
opinion that that District has materially complied with the Accounting Control Standard 
4. 

The June 30, 2013 audited financial statements of MT. SAC reported one audit finding. The 
finding was the failure of the district to report the sub-award data through Federal Funding 
Accountability and Transparency Act Sub-award Reporting System (FSRS) in a timely manner. 
According to FSRS, direct recipients of grants who make first-tier subawards and contracts must 
be reported if the value of the Federal prime contract award under which that subcontract was 



awarded was $25,000 or more. The District is a direct recipient of Advance Technologies 
Education-Cyber Watch funding and during the 2012-13 fiscal year, the District made first-tier 
subawards totaling $279,464. The District's response to the audit finding was that the required 
report on FSRS was relatively a new requirement. As soon as the district became aware of the 
regulations the district filed their report. The district will also implement procedures for the 
timely registration of sub-recipient award data to the Federal Funding Accountability and 
Transparency Act Sub-award reporting system to comply with the regulations as well as to the 
recommendation of the auditors. 

Recommendations: 

To keep the fiscal independence status, the district is encourage to continuously support 
compliance with all four required accounting control standards, approved fiscal accountability 
plan, and continuously update the district's controls and procedures as needed. Written policies 
and procedures provided to employees and expectation for compliance should be communicated 
to the staff. The district is also encouraged to ensure that an independent internal audit function 
is consistently performed to determine compliance with policies, laws, regulations, and 
accounting procedures. 


