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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 July 1, 2013 to June 30, 2014. 

Dear Ms. Royce: 

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 districts. Pursuant to Education 
Code Section 85266.5 (m) 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 for fiscal year July 1, 2013 to June 30, 2014, 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 8, 2015. 

The monitoring and fiscal oversight review was conducted to examine 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: 

tandard 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: tatute 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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Standard 3: Adequate Internal Controls: The staffs of the accounting, budgeting, contracts, 
management information systems, internal audits, personnel, and procurement 
departments are adequate in numbers and skill level to conduct administrative 
programs independent of detailed review by the county office of education and to 
provide an internal audit function that assures adequate internal control. 

Standard 4: Legalitv and Propriety of Transactions: The staffs of the accounting, budgeting, 
contracts, management information systems, internal audits, personnel, and 
procurement departments exercise independent judgment to assure the legality and 
propriety of transactions. 

The fiscal oversight review was conducted in accordance with the fiscal oversight procedures and 
internal control questionnaire prepared by SFS and in accordance with the fiscal independence 
questionnaire developed by the California Community Colleges, Systems Office. Our review was for 
limited purposes described in this objective and was not designed to identify all deficiencies in internal 
controls and deficiencies in the adherence to the above Board of Governors standard that might result 
in material weaknesses in the overall operations of MT. SAC as a fiscally independent school district. 

Based on the documents and information provided, it is LACOE's opinion that MT. SAC has adequate 
internal control procedures in place and materially complied with all four required accounting control 
standards prescribed by the Board of Governors. LACOE also noted that the district has materially 
complied with the Fiscal Accountability Plan. The attachment contains our objectives, scope and 
methodology, results of our review, and recommendations. 

We appreciate the assistance and cooperation received from all personnel of MT. SAC who 
participated to complete this review. 

Sincerely, 

Patricia Smith, Executive Director 
Business and Finance 

PS:lt 
Attachment 

cc: Michael Gregoryk, Vice President, Administrative Services, MT. SAC 
Monica Cantu, Asst. Director, Fiscal Services, MT. SAC 
Shelly Zahrt-Egbert, Accounting Manager, Fiscal Services, MT. SAC 
Scott Price, Chief Financial Officer, Business Services, LA COE 
Ophie Vengco, Financial Operations Consultant, LACOE 



Los Angeles County Office of Education 

Division of School Financial Services 

Fiscal Oversight Report Fiscally Independent School Districts 

Mt. San Antonio Community College District 

July 1, 2013 to June 30, 2014 

Background 

Effective July 1, 2009 pursuant to Education Code section 85266 Mt. San 

Antonio Community College (Mt. SAC) obtained Fiscal Accountability Status as approved by the 

Los Angeles County Office of Education (LACOE). Since this approval, the District has 

independently performed all banking, cash management, and cash reconciliation functions directly 

with the Los Angeles County Treasurer. The district also implemented a fully integrated enterprise 

application system across the entire campus, which no longer has to be interfaced with the Los 

Angeles County Office of Education's Human Resource/Payroll and Financial Management 

systems. 

In August 2011, Mt. San Antonio Community College submitted an application to the County 

Office of Education and the State Chancellor's Office to obtain Fiscal Independence status. 

Pursuant to Education Code section 85266.5, Fiscal Independence is granted upon the approval of 

the Board of Governors of the California Community College Systems Office based mostly on the 

recommendation from the Los Angeles County Office of Education, recommendation from the 

Los Angeles County Auditor-Controller, and results of an Independent Certified Public 

Accountant (CPA) survey of the district's accounting controls. Based on the recommendations 

and a report of the survey of the district's accounting controls, the State Chancellor's Office 

submitted a request to the Board of Governors to grant Fiscal Independence status to Mt. San 

Antonio Community College. On November 7, 2011, the Board of Governors approved Mt. San 

Antonio College Fiscal Independence status, effective July 1, 2012. As a result of Fiscal 

Independence status, the District assumed majority of the responsibilities previously performed by 

the County Office of Education for fiscal, budget, human resources/payroll, and financial 

management systems processing. Fiscal independence gives the district broad authority to issue 

warrants without review or approval of the County Office of Education or County Auditor. 
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The Los Angeles County Office of Education still retains high level oversight of the district, ensure 

that the District complies with the approved Fiscal Independence Plan and the accounting controls 

of the district are adequate. 

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 recommendations 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's annual audit report issued by the Independent Certified Public Accountant 

of the districts. LACOE reviewed the district's cash account reconciliation, and the district was 

also asked to answer series of internal control and fiscal independent review questionnaires with 

the following objectives: 

1. To verify the adequacy of the internal controls pµt 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 approved fiscal independence plan. 

4. To verify the district's adherence to the four (4) accounting standards. 

Scope and Methodology: 

A. Review of June 30, 2014 audit report issued by the district's Independent Certified Public 
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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 Fiscal Independent Review Questionnaire developed 

by the California Community Colleges System Office - To verify the District's adherence 

to the four accounting control standards. 

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

Los Angeles County Office of Education- To verify the adequacy of the District's 

accounting and administrative controls over District's operation. 

F. 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 

• Timely Adjustment of Reconciling Items 

• Management Review of Reconciliation 

The annual fiscal monitoring review was conducted by School Financial Services, a division of 

LACOE to evaluate the district's ability to continue to issue warrants directly on the county 

treasury without approval and review of the county auditor and county superintendent of schools, 

to ensure the district has adequate accounting and administrative controls over the districts 

operation, and to verify the district consistently met and in compliance with the four accounting 

standards. LACOE reviewed the district's audited financial report for the period ending June 30, 

2014 issued by Vicenti, Lloyd & Stutzman LLP, district's Independent Certified Public 
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Accountant. In addition to the audited financial report the following documents were also 

reviewed: 

1. District responses to the Internal Control Questionnaire developed by School Financial 

Services, a division of LA COE. 

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

California Community Colleges, System Office through the consultation process covering 

the following four accounting standards: 

a. Standard 1 : Adequate Fund Balances - The district has avoided deficit balances in 

its funds and has maintained a prudent reserve in its unrestricted 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. 

3. 2013-2014 Organizational Chart 

4. Evidence of coverage for the District Disbursement Officer 

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

6. Cash Reconciliation as of June 30, 2014 and as of September 30, 2014 

Results of the Review: 

1. Review of District responses to the Internal Control Questionnaire developed by 

School Financial Services, a division of LA COE - A series of yes or no questions to 

help direct the reviewer to areas and activities where there is a risk of human error and 

internal control weaknesses was provided to the Associate Vice President, Fiscal Services 
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of Mt. SAC. The responses received from Mt. SAC shows that there are some changes in 

the organizational chart during the fiscal year under review. Some of the changes noted 

are as follows: 

a. A new position with the title of Account Clerk 111 was added in the accounting 

department under the supervision of the accounting manager. This position was 

not included in the 2013-14 organizational chart provided by the district to LA COE. 

We recommend that the organizational chart of the district must be periodically 

updated when new positions are added or old positions are deleted. 

b. Changes in authorized check signers during the fiscal year under review. On June 

24, 2014 the Purchasing Manager was added as authorized check signer and the 

Risk Manager was removed. Adding the Purchasing Manager as authorized check 

signer became a concern of LA COE. The processes and controls in place to check 

and validate PO, invoices, delivery notes, etc. is necessary before getting a warrant 

to be signed to ensure that the district is paying the appropriate amount that is 

addressed to the proper legal entity for the appropriate third party (legal entity or 

contract person) against the requested, contracted goods and or services. The 

district needs to properly understand the logic and the purpose of each process and 

the risks involved if it was not done yet. An essential characteristic of internal 

control is the assignment of responsibility to specific individuals. Establishing 

responsibility includes the authorization and approval of transactions. Segregation 

of duties is indispensable in a system of internal control. The responsibility for 

related activities should be assigned to different individuals. Risk mitigation 

measures are usually formulated according to one or more major risk options. One 

of them is to periodically re-assess risks that are accepted in ongoing processes as 

a normal feature of business operations and modify mitigation measures. The 

human element is a factor in every system of internal control. A good system can 

become ineffective as a result of employee fatigue, carelessness, or indifference. 

It was also noted that the district notifies LA COE of any organizational changes or significant 

staffing changes only upon annual request from LACOE. The district is suggested to 
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immediately notify LA COE of any organizational changes or significant staffing changes since 

the time of granting fiscal independence 

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

California Community Colleges covering the following four accounting standards: 

a. Review of Accounting Control Standard J: Adequate Fund Balance - A fund 

balance analysis worksheet was prepared by the reviewer using the information 

from the district's trial balance as of June 30, 2014. The cash reconciliation 

between the records of the district and the county auditor-controller's office as of 

June 30, 2014 and as of September 30, 2014 were reviewed. The audited financial 

report of the district as of June 30, 2014 was also reviewed. The auditor's report 

showed that the district has avoided deficit fund balances in its funds for the fiscal 

year ending June 30, 2014. The district has also maintained fund balances in its 

unrestricted general fund at or above the minimum established by the California 

Community Colleges Systems Office. The June 30, 2014 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 unrestricted 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 

unrestricted expenditures. 

As of the June 30, 2014 audit report, the District's overall financial position is strong due 

to prior year's prudent fiscal management, which resulted in a healthy balance of $30.2 

million in the Unrestricted General Fund. The June 30, 2104 audit report also stated that 

the economic position of the District is closely tied to the State of California. There are 

significant unknown factors that may affect the District in future years such as: the Passage 

of Proposition 30 tax increase are temporary fixes to the state revenues and will phase out 

in 2018; the continuous apportionment deficits as a result of shortfalls in property taxes 

and enrollment fees, and the significant increases in the STRS employee contributions. 
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In the schedule of financial trend and analysis the District's budget for 2015 shows a deficit 

of approximately $10.6 million in general fund and $4.5million in restricted fund, a total 

deficit of approximately $15 .2 million. Per information received and telephone discussion 

with the manager of the District's Independent Certified Public Accountant who performed 

the audit for fiscal year ending June 30, 2014, the District is budgeting and does rec9gnize 

a structural deficit of approximately $10.6 million in the general fund. Their responsibility 

for reporting extends to one year from the fiscal year-end date which based on the budget 

would result in the district continuing to meet its reserve requirement. It is the auditor's 

judgment that the district is going concern: however, due to the very high level of deficit 

spending and shrinking of reserves will include a point in the letter to the Board (SAS 114 

letter) regarding this issue. The District's plans to tackle this deficit are as follows: 

• Reduce expenditures - the District is aware that one time fund used in the current 

year cannot sustain ongoing expenditures. 

• Improve efficiencies 

• Capture over-cap growth 

• Use categorical program wisely 

On the basis of the 2015 District's budget presented on page 58 of the June 30, 2014 audit report; 

the District appears to have a potential problem that could have an impact on the district's overall 

financial stability. LACOE recommends that the District develop and submit a written action plan 

that satisfactorily addresses the identified fiscal concerns. The District to develop and submit to 

LACOE procedures and actions for safeguarding and managing District assets to ensure ongoing 

effective operations, maintenance of adequate cash reserves, implementation and maintenance of 

effective internal controls, determine sources of revenues prior to making short-term and long

term commitments as set forth in California Code of Regulations (CCR) Section 58311 (2) . The 

district to consider reviewing and to implement the principles of sound fiscal management set forth 

in (CCR) Section 58311. 

b. Review of Accounting Control Standard 2: Statute and Governing Board - To 

verify the district complies with accounting control standard 2, LACOE reviewed 
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the district's audited financial report as of June 30, 2014. 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 audit report indicated that there were no 

findings and questioned costs related to the financial statements for the year ended 

June 30, 2014. Based on the documents, information, and responses to the 

questionnaires provided, it is LACOE's opinion that Mt. SAC has materially 

complied with Accounting Control Standard 2. 

c. Review of Accounting Control Standard 3: Adequate Internal Controls - To 

verify the adequacy of the district's internal control, LACOE asked the district to 

provide responses to the internal control questionnaires developed by the division 

of School Financial Services. LACOE reviewed the district's organizational chart 

for 2013-2014 to verify if the district has adequate number of staff and skill level 

to conduct administrative programs independent of detailed review by LA COE 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, 2014 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 on 

internal controls listed on the fiscal independence review questionnaire prepared by 

the California Community Colleges. The responses of the district to LACOE's 

internal control questionnaire and to the fiscal independence questionnaire indicate 

that the district has adequate internal control procedures in place and are 

implemented. The audit report for June 30, 2014 fiscal year also indicated that the 

auditors did not identify any deficiencies in internal control over compliance that 

the auditors consider to be material weaknesses. The 2013-14 organizational charts 

also verified that the district has adequate number of staff and skill level to conduct 

administrative programs independent of detailed review by LA COE. However, the 

organizational chart of the district shows that they had an existing employee and 

another employee was hired in 2014 with the same position of account clerk 111 
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who are both performing the tasks of 50% accounts payable and 50% accounts 

receivable. It is LACOE's opinion that these activities could carry risk that 

ultimately can contribute to weak internal control within the department. 

Employees performing functions dealing with negotiable assets such as cash and 

negotiable checks are exposed to a high level of risk. Segregation of incompatible 

duties is the widely accepted internal control practice. When it is neither practical 

nor cost-effective to segregate the basic responsibilities of accounts receivable and 

accounts payable employees, LACOE recommends that compensating controls 

should be considered. Compensating controls are supervisory or other oversight 

procedures designed to reduce the risk of errors or fraud not being detected. 

Overall, it is LACOE's opinion that the district has materially complied with 

Accounting Control Standard 3 and did not identify deficiencies that LACOE 

considered to be material weaknesses in internal control.,_ 

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

Transactions - LACOE reviewed the district's responses to the internal control 

procedures questionnaire and district's audit process on commercial and payroll 

warrants including data processing internal control procedures. The district was 

also required to provide responses to the fiscal independence review questionnaire 

prepared by the California Community Colleges. The responses to the 

questionnaire received from the district indicated that the district consistently met 

and exercise independent judgment to assure the legality and propriety of 

transactions. The district does not have an internal audit department however, the 

management ensures to review accounting records, bank statements, perform 

monthly cash reconciliations, and review financial reports on a regular basis to 

ensure that fraud or significant errors are not occurring and remaining undetected. 

Based on the documents, information and responses to the questionnaire provided 

by the district, it is LACOE's opinion that the district materially complied with 

Accounting Control Standard 4. 
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3. Review of 2013-2014 Organization Charts -An updated organizational chart for Fiscal 

Services Department for fiscal year under review was requested and provided by the 

District to LACOE. The district hired a new position of Account Clerk 111 in 2014. Per 

information received from the district the new position is reporting to the accounting 

manager and is assigned 50% to accounts payable and 50% to accounts receivable. This 

new position was not included in the organizational chart for 2013-2014. LACOE 

recommends that the district periodically update the organizational chart every time a new 

employee is hired or when an employee is terminated or re-assigned. 

4. Review of Evidence of Coverage for District Disbursement Officer - A copy of 

evidence of coverage for the Disbursement Officer was provided by the District. The 

carrier is Alliance of Schools for Cooperative Insurance Programs and the amount of 

coverage is $5,000,000. The amount of coverage for fiscal year 2012-2013 was increased 

from $1,000,000 to $5,000,000 for year 2013-14. The policy is effective July 1, 2014 and 

will expire on July 1, 2015. The district complies with the requirement that 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. 

5. Review of District's Trial Balance-The district's trial balance as of June 30, 2014 was 

reviewed and based on the information stated in the trial balance, a fund analysis 

worksheet was prepared. The reviewer did not note any abnormalities in the transactions 

posted in the trial balance. There was a large increase in the fund balance in the County 

Treasury from June 30, 2013 to June 30, 2014. The fund balance in the County Treasury 

as of 6/30/2013 was $80,529,172 and the fund balance as of 6/30/2014 was 

$180,201,015.96 an increase of $99,671,844. According to the Associate Vice President 

of fiscal services the reason for the large increase in the fund balance was because the 

District issued general obligation bonds and received the cash of $144,822,655 on 

August 1, 2013. 

6. Review of Districts Cash Reconciliation- The cash reconciliation of the district between 

the Banner System and the eCAPS System fund# QGA as of June 30, 2014 and as of 

September 30, 2014 was reviewed. It was noted that the reconciling items for both periods 

are all un-recorded transactions and adjustments for the month that is reconciled. This 

O.V.3/2015 10 

https://180,201,015.96


means that the reconciling items are mostly timing differences and indicate that the district 

booked all current month's reconciling items in the following month. The district also 

keeps their outstanding warrants to a minimum age of six (6) months. After six months 

all warrants that did not clear from the bank are considered stale dated warrants. The 

district either voids the stale dated warrants and re-issues replacement warrants or records 

them as cancelled warrants in the books. Based on the information provided by the 

District in the cash reconciliation, it is LACOE's opinion that the district performs timely 

reconciliation, reconciling items are timely adjusted and booked, the mathematical 

accuracy was also verified, and there is also a management review of reconciliation. 

Reconciliation for both periods reviewed were signed, dated, and approved by the 

Accounting Manager and also were signed and dated by the preparer. 
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