STANDARD IIID: FINANCIALRESOURCES 

IIID.1	Financial resources are sufficient to support and sustain student learning programs and services and improve institutional effectiveness.  The distribution of resources supports the development, maintenance, allocation and reallocation, and enhancement of programs and services.  The institution plans and manages its financial affairs with integrity and in a manner that ensures financial stability.  (ER 18)
Evidence of Meeting the Standard
Despite significant uncertainty in state funding, Santa Monica College has maintained sufficient financial resources to support and sustain student learning programs and services and continue ongoing efforts to improve institutional effectiveness.
Proactive Planning and Decision-Making
The Santa Monica College Board of Trustees has set fiscal responsibility as a top priority. The College balances fiscal conservatism from a multi-year perspective with a campus wide planning process centered on the College’s values expressed in its Mission and Goals.  
[bookmark: _GoBack]The college community stays abreast of the financial outlook for California through communications[endnoteRef:1] from the California Community Colleges Chancellor’s Office and the Community College League of California.  As a result, prior to the recent economic recession, the College decided to build its reserve with the understanding that it might be necessary to use it as the emerging economic crisis unfolded.  The Board of Trustees developed budget principles as a commitment to weathering the economic recession without laying off permanent personnel, eliminating programs, or reducing the number of students served.[endnoteRef:2]  This proactive planning allowed the College to maintain its winter and summer intersessions, and provide access to services to more than 5,000 unfunded full-time equivalent students (FTES) from Fall 2008 through Summer 2015, despite significant reductions in the College budget by more than $20 million over two years from 2010-2011 to 2012-2013.[endnoteRef:3]  The College also used its reserve funding to partially backfill categorical programs designed to serve at-risk student populations that had been cut by the state.[endnoteRef:4]  Despite these cuts and the use of the reserve to maintain programs, the College maintained a reserve in excess of eight percent during this time. [1: 	IIID1_CCCCO_BudgetNews_2013-14.pdf]  [2: 	IIID1_Board_Budget_Principles_6-2016.pdf]  [3: 	IIID1_2015-16_FTES_Adopted_Budget.pdf]  [4: 	IIID1_BT_Minutes_9-7-2010_excerpt.pdf] 

How Distribution of Resources Supports College Programs and Services 
Financial efficiency and effectiveness occurs at the program level when administrators and faculty chairs decide how to allocate their limited resources, or when they identify gaps in services and program needs, which are reported through the program review process. The College strengthened its program review process to include annual reports that support the more comprehensive six-year review; this information feeds into fiscal planning processes. 
The College’s Fiscal Services also implemented a new budget augmentation process that requires programs, services, and administrative units to link their funding requests with program review assessments.  Through the College’s Personnel and Budget Augmentation Request (PBAR) form,[endnoteRef:5] each program seeking additional funding (based on the previous fiscal year) must document how its request will help the College achieve its Mission, Supporting Goals, Strategic Initiatives, Accreditation Standards, and/or Master Plan for Education objectives.  The College’s senior administration, in concert with Fiscal Services, considers each request and prioritizes needs, thus ensuring that the programs with the greatest need and benefit to the College’s Mission are funded.  [5: 	IIID1_Personnel_and_Budget_Augmentation_Request_Form.pdf] 

The College also plans and manages its financial affairs through the work of the District Planning and Advisory Council’s (DPAC) Budget Planning Subcommittee which serves as the recommending authority on District budget matters.  The subcommittee reviews the District’s tentative, quarterly, and final budgets for consistency with the College’s Mission, annual institutional objectives, and strategic initiatives.  Recommendations made by this subcommittee are voted on by DPAC[endnoteRef:6] and those that passed move on to the College Superintendent/President who makes the final decision regarding each recommendation.   [6: 	IIID1_DPAC_6-8-2016_Agenda.pdf] 

Through DPAC’s other subcommittees, including the Facilities Planning and Technology Planning subcommittees, the College develops and approves an annual Facilities Master Plan and an annual Master Plan for Technology which identify facility and technology needs based upon input from programs, services, and administrative units, as outlined in the annual program review reports.  These needs are then considered as the College develops its Master Plan for Education and its annual operating and capital budgets.  
The Academic Senate, through its many joint committees, is also actively engaged in making recommendations to DPAC to ensure that there are sufficient financial resources to support and sustain student learning programs and services.  These joint committees include Program Review, Distance Education, Career Technical Education, and Information Services.  For example, the Information Services Committee makes recommendations[endnoteRef:7] for the use of instructional block grant funding for instructional technology based on need and relevance to the Mission of the College as documented in the Instructional Technology Request process.[endnoteRef:8] [7: 	IIID1_ISC_Minutes_10-2-2014.pdf]  [8: 	IIID1_ISC_email_Departmental_Instructional_Technology_Requests.pdf  ] 

In 2014-2015, the District implemented a budget line item of $500,000 for the replacement of non-technology equipment and repairs to facilities as a first step toward the full development and implementation of a Total Cost of Ownership (TCO) plan which should be formalized in 2016-17. The District has also implemented a Technology Replacement Plan[endnoteRef:9] to ensure that technological resources are sufficient to support and sustain the teaching and learning environment.  These plans are described in Standards IIIB and IIIC, respectively.   [9: 	IIID1_Technology_Replacement_Plan_Summary_14-15.pdf] 

Another example is the disbursement of two new state funding streams: Student Success and Support Program (SSSP) and Student Equity funding.  The College established procedures to ensure that funded projects adhere to expenditure guidelines and are aligned with the College’s Mission, Goals, and Master Plan for Education objectives.[endnoteRef:10] [10: 	IIID1_Equity_Funding_Proposal_Template.pdf] 

The College applied the same planning and management in developing the recently accredited baccalaureate degree in Interaction Design.  In recognition that that successful implementation of the program demanded significant resources, the College committed to the program based its long history of fiscal stability, its ability to leverage both existing and new human, physical and technological resources, and the ongoing support received from high technology industry members.  
Integrity, Transparency, and Stability
Financial integrity to support student programs and improve institutional effectiveness begins at the executive level and is promulgated throughout the College through the participatory governance process.  The Board of Trustees is apprised of financial and other planning activities through online reports,[endnoteRef:11] monthly meetings,[endnoteRef:12] individual meetings with the Superintendent/President and senior staff, and meetings with Academic Senate leaders.   [11: 	IIID1_SMC_Budget_Reports_online.pdf]  [12: 	IIID1_Budget_Report_from_BT_Agenda_11-3-2015.pdf  ] 

The College provides information to the DPAC Budget Subcommittee to help it formulate recommendations to DPAC by having Fiscal Services representatives attend each meeting, providing quarterly budget updates and information regarding other college fiscal issues.  
Analysis
Through proactive planning and informed decision-making, the College allocates its limited resources to ensure that financial resources are sufficient to support and sustain student learning programs and services and improve institutional effectiveness.  The College has more than a ten-year history of ensuring that financial reserves meet or exceed the standards set by the California Community Colleges Chancellor’s Office.  
The College has sufficient resources to support and sustain the Bachelor of Science degree in Interaction Design. The technological and physical resources required for this program are the same as those already in place for the related lower division coursework. The program may also have access to Perkins funds, CTE Enhancement funds, and other resources through the College’s existing practices and procedures. The College received $350,000 in start-up funds from the state of California to support the development and launch of the new degree program. Once the program begins, students enrolled in the upper division coursework will be charged an additional $86.00 per unit which will be retained by the College to support the program and its ongoing development.
The College plans conservatively over time, building up reserves in periods of relative abundance, so that instructional and student support programs are not affected by cyclical dips in state funding.  The College also responds to changes in government accounting standards and recommendations for financial planning, such as the requirement to set aside resources to offset increasing liabilities for OPEB (Other Post-Employment Benefits) as required by GASB 45, which resulted in the establishment of an irrevocable trust and a funding plan approved by the Board of Trustees.[endnoteRef:13]   [13: 	IIID1_BT_Minutes_OPEB_6-3-2014.pdf] 

Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.  
IIID.2	The institution’s mission and goals are the foundation for financial planning, and financial planning is integrated with and supports all institutional planning.  The institution has policies and procedures to ensure sound financial practices and financial stability.  Appropriate financial information is disseminated throughout the institution in a timely manner. 
Evidence of Meeting the Standard
The College Mission serves as the basis for all institutional planning as outlined in the College’s Master Plan for Education.  The College’s central planning body, DPAC, is responsible for the development of the Master Plan for Education, and its annual institutional objectives. DPAC considers major planning documents in this effort:
· Facilities Master Plan[endnoteRef:14] [14: 	IIID2_SMC_Facilities_Master_Plan_2010_Update.pdf] 

· Master Plan for Technology[endnoteRef:15] [15: 	IIID2_Technology_Objectives_2014-2015.pdf] 

· Program Review Annual Report[endnoteRef:16] [16: 	IIID2_Program_Review_Annual_Report_2014-2015.pdf] 

· Institutional Effectiveness Report[endnoteRef:17] [17: 	IIID2_2015_IE_Committee_Report_to_DPAC.pdf] 

· Academic Senate objectives[endnoteRef:18] [18: 	IIID2_Academic_Senate_Goals_an_Objectives_2015-2016.pdf] 

· District Adopted Budget[endnoteRef:19] [19: 	IIID2_Adoption_of_2014-2015_Budget_BT_Minutes_9-1-2015.pdf] 

· DPAC subcommittee’s annual reports[endnoteRef:20] [20: 	IIID2_TPCRecommendationsUpdate_2015-16.pdf] 

· Board Goals and Priorities[endnoteRef:21] [21: 	IIID2_BT_Priorities_Goals_2010-2015] 

The annual update of the Master Plan for Education timetable[endnoteRef:22] has also been revised so that the plan is completed by the beginning of each academic year and can be incorporated into the Adopted Budget, which is presented to the Board of Trustees in September.  This revised timeline has allowed the integration of institutional planning with fiscal planning and budget development.  This new timeline allows for all College programs to complete their annual program review assessments which then inform their budget planning and possible augmentation requests at the same time that DPAC is beginning its annual master planning update process during which it develops annual institutional objectives.   [22: 	IIID2_2016-2017_MPE_Timetable.pdf] 

Once institutional objectives are set, managers, accounting personnel, and the DPAC subcommittees may then use this information to address both institutional- and program-level objectives as part of the College’s annual budget development process.[endnoteRef:23]  For both institutional-level and department-level objectives, the relevant planning bodies and/or program units must consider the financial cost of carrying out these objectives.  The objective template[endnoteRef:24] for the Master Plan for Education requires that proposers identify actual dollar figures for the proposed objective, as well as the funding source.  Likewise, department goals identified through the Technology Master Plan, the Student Equity Plan,[endnoteRef:25] and other planning documents also identify the cost and proposed funding source.   [23: 	IIID2_SMC_Budget_Calendar.pdf]  [24: 	IIID2_MPE_Objective_template_2016-2017.pdf]  [25: 	IIID2_Student_Equity_Plan_2015-2016.pdf] 

Policies and Procedures to Ensure Sound Financial Practices
Santa Monica College has established policies and procedures to ensure sound financial practices and financial stability as outlined in Board Policy (BP) – Section 6000, Business Services and Facilities.[endnoteRef:26]  Relevant articles and numbers include BP 6110, District Budget Development; BP 6111, District Budget Administration; BP 6113, Revolving Cash; BP 6115, Investment Policy; BP 6116, Debt Issuance; and BP 6215, Insurance Coverage.[endnoteRef:27] [26: 	IIID2_BP_6000 Business_Services_Facilities.pdf]  [27: 	IIID2_BP6000Series_6110_6111_6113_6115_6116_6215.pdf] 

These board policies, and their corresponding administrative regulations, ensure that the District has the resources necessary to maintain the financial stability of the College.  BP 6111, District Budget Administration, notes that the District will maintain a reserve for cash flow and contingency purposes at a level consistent with the state guidelines so that the unrestricted general fund ending balance is not less than five percent of the District’s unrestricted general fund expenditures.
The District maintains adequate insurance to cover its needs in case of emergencies and/or loss.  BP 6215 states that the District will maintain “adequate insurance by means of insurance policies, appropriate deductibles and/or self-insurance funds” to protect the District, including Liability, Automobile, Worker’s Compensation, Employees Bonding, Fire, Property, Athletics, and other areas deemed required by the Board of Trustees.  The College is a member of the Statewide Association of Community Colleges-JPA (SWACC), a non-profit, self-funded Joint Powers Agreement, comprising 46 California community colleges, designed to provide comprehensive property and liability in a single program while addressing unique community college exposures.[endnoteRef:28]   [28: 	IIID2_SWACC_webpage.pdf] 

For its workers’ compensation program, the College is a member of the Protected Insurance Program for Schools and Community Colleges (PIPS)-JPA[endnoteRef:29]   [29: 	IIID2_PIPS_Annual_Report_2013-2014.pdf] 

Timely Dissemination of Financial Information throughout the Institution 
To promote transparency and trust among all constituent groups, quarterly budget reports, budget presentations, and summary narratives, which outline this information and provide line item detail, are available on the Fiscal Services website.[endnoteRef:30]  These budget reports are widely disseminated, with presentations made to DPAC and its Budget Planning Subcommittee,[endnoteRef:31] the Management Association, and the Board of Trustees.[endnoteRef:32] [30: 	IIID1_SMC_Budget_Reports_online.pdf]  [31: 	IIID2_DPAC_Budget_Subcommittee_Minutes_8-19-2015.pdf]  [32: 	IIID1_Budget_Report_from_BT_Agenda_11-3-2015.pdf] 

Analysis
Since 2011, the College’s annual Master Plan for Education has integrated all institutional planning documents.  This process, as evidenced by each year’s annual plan update,[endnoteRef:33] demonstrates the direct relationship between institutional objectives and specific budget allocations.[endnoteRef:34]  The College has integrated department and program planning with financial planning, focusing on activities that work to achieve the College’s Mission.  For example, in 2011-2012, when federal grant funding for the College’s Supplemental Instruction program ended, the College utilized its reserve to not only maintain but expand the program based on the program’s ability to address the Mission and improve student learning and achievement, particularly among groups traditionally underrepresented in postsecondary education. [33: 	IIID2_MPE_2011-2016.pdf]  [34: 	IIID2_Summary_of_MPE_Objectives_Outcomes_2011-2016.pdf] 

Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.

IIID.3	The institution clearly defines and follows its guidelines and processes for financial planning and budget development, with all constituencies having appropriate opportunities to participate in the development of institutional plans and budgets.
Evidence of Meeting the Standard
The Office of Fiscal Services has established clear guidelines and processes,[endnoteRef:35]  described in its annual audits and budget development forms, for programs to use in their annual operational budget development and assessment. Fiscal Services personnel prepare annual budgets and quarterly budget reports based on a number of resources: [35: 	IIID3_Budget_Procedures.pdf] 

· The Master Plan for Education and its supporting planning documents;
· Prior year financial statements based on actual accounting transactions;
· Information from the state about levels of and formulae for funding;
· Information provided by departments, administration, and the Board of Trustees;
· PBAR forms for all requests for discretionary budget increases;
· Recommendations from the DPAC and the DPAC Budget Subcommittee; and
· Computerized accounting transactions and reports.
These procedures are documented by the following:
· Budget planning calendar housed on the Fiscal Services website;[endnoteRef:36] [36: 	IIID2_SMC_Budget_Calendar.pdf] 

· DPAC minutes and DPAC Budget Subcommittee minutes;[endnoteRef:37][endnoteRef:38] [37: 	IIID2_DPAC_Minutes_8-26-2015_Budget_Subcommittee.pdf ]  [38: 	IIID2_DPAC_Budget_Subcommittee_Minutes_8-19-2015.pdf] 

· Budget documents between departments and academic administrators;
· Accounting department records;
· Annual audits conducted by an external Certified Public Accounting firm; and
· Board of Trustee minutes.[endnoteRef:39] [39: 	IIID3_BT_Minutes_2-2-2016_Review_of_Audit.pdf] 

Strategies for Ensuring Constituent Involvement 
All members of the community are encouraged to participate in the institutional planning and budget development process through the College’s program review and DPAC planning processes.  These processes result in departmental-level goals, objectives, and outcomes.  
Analysis
Santa Monica College’s participatory governance structure ensures that all of the constituent groups have the opportunity to provide input into the institutional planning and budget development process.  The public discussion of the budget at the open board meetings, including the presentation of the preliminary budget three months before the next year’s adopted budget is approved, allows a generous timeframe for public input as well as thoughtful consideration by all members of the college community.  Quarterly budget reports are disseminated to constituent groups and the public via presentations and the website.
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.

IIID.4	Institutional planning reflects a realistic assessment of financial resource availability, development of financial resources, partnerships, and expenditure requirements.
Evidence of Meeting the Standard
The College’s Board of Trustees sets a high priority on fiscal responsibility, and this is reflected in the work of senior administrative staff, DPAC, program leaders, and area managers.  For example, the Office of Enrollment Development monitors enrollment and coordinates with Student Affairs and Academic Affairs to identify student demand opportunities and to respond appropriately.  By working together, each of these areas is able to strengthen the collective analysis and help ensure overall fiscal responsibility and stability.  
Realistic Assessment of Financial Resource Availability
The primary source of the College’s funding is state apportionment, which is directly tied to student enrollment and FTES generation.  Because the College relies so heavily on apportionment, it can safely begin the process of building its annual budget based on previous year actual revenue and expenditures, taking into consideration any new budgetary information from the state.  The budget development process for the coming year begins in December/January, as shown in the annual budget calendar described earlier.
Fiscal Services asks each of the college divisions to review and update, as necessary, their budgets, noting new (and typically restricted) revenue streams such as new grant-funded projects.  Budget augmentations are requested through the PBAR process, described in Standard IIID.1.  The result of these reviews is a projected tentative budget that is presented to the Board of Trustees in June for review and acceptance.[endnoteRef:40] [40: 	IIID4_BT_Minutes_6-2-2015_Tentative_Budget.pdf] 

The tentative budget is updated as the state finalizes its budget, final revenue and expenditures are recorded by the College for the previous fiscal year, and new funding is awarded through grants and contracts.  During this time, the college community is working to complete its annual planning processes, using institutional effectiveness data, program review feedback, and DPAC planning committee recommendations. This information is also to develop the Master Plan for Education objectives, and new departmental initiatives and services.  This information informs the development of a revised budget presented to the Board of Trustees for adoption in September.[endnoteRef:41] [41: 	IIID1_BT_Minutes_9-1-2015_Adopted_Budget.pdf] 

State apportionment is unpredictable, and changes in funding formulae, development of new funding streams, such as the 2014-2015 Student Equity Fund, and implementation of new state mandates all have an impact on financial resource availability.  The members of the college community participate in state-level governance organizations to stay abreast of these changes, which allow the College to realistically plan the revenue side of its annual budget.
Realistic Assessment of Expenditure Requirements
The development of budget expenditures occurs hand-in-hand with projections of revenue.  However, annual expenditures are relatively stable given that the majority of the College’s budget is allocated to salaries and benefits.  Thus, the College can build its annual expenditure budgets by rolling over personnel costs, taking into consideration any cost of living increases negotiated through the bargaining units, as well as step increases for faculty and staff as appropriate.  By rolling over these costs, the college community only needs to consider a small percentage of its budget during each year’s annual budget development process.  Each division vice president works with his/her respective programs and services to identify changes in non-personnel line items, such as supplies, travel, and contracts.  If new resources are necessary, programs must complete a PBAR form to request new funding above their allocation.  Senior administration and Fiscal Services review, prioritize, and disburse any unallocated revenue based on these requests, based on availability of funds, institutional need, and relevance to the College’s Mission.  
The institution may also need to address other new expenditures as a result of state requirements and/or changes in financial planning practices or policies.  Fiscal Services participates in this process to ensure that the planning committees have access to accurate and realistic information regarding financial projections and budget impact.  For example, recently, the College considered its options for funding its increasing expenditures related to the rising employee contribution rates for STRS and PERS as a result of Governmental Accounting Standards Board (GASB) statement number 68.[endnoteRef:42]  This obligation was also included in the Board of Trustees’ Goals and Priorities.[endnoteRef:43] The Office of Fiscal Services initially proposed a funding plan, which the Board of Trustees reviewed[endnoteRef:44] and sent to the DPAC Budget Planning Subcommittee for consultation.  To facilitate the discussion, Fiscal Services presented several multi-year financial plans to the committee, based on the College’s various options for funding these liabilities.[endnoteRef:45]  Ultimately, the subcommittee agreed with the initial plan recommended by Fiscal Services and made the recommendation to DPAC that the Board of Trustees should accept the initial plan.[endnoteRef:46]   [42: 	IIID1_GASB_68_Email_from_Chris_Bonvenuto.pdf]  [43:  	IIID2_BT_Priorities_Goals_2010-2015.pdf]  [44: 	IIID1_BT_Minutes_9-1-2015_excerpt_Designated_Reserves.pdf]  [45: 	IIID2_DPAC_Minutes_8-26-2015_Budget_Subcommittee.pdf]  [46: 	IIID1_DPAC_Minutes_4-27-2016_Adoption_GASB68.pdf] 

Finally, the College’s Master Plan for Education process includes a financial consideration component that works to ensure that DPAC and its various planning committees has a realistic understanding of what it will cost to carry out proposed institutional objectives.[endnoteRef:47]   [47: 	IIID4_2015-16_Objectives_excerpt_from_MPE_2015-2016.pdf] 

Realistic Assessment of Resource Development Opportunities
To support college expenditures, the College also explores alternative sources of funding for ongoing operational costs, new program development, and capital improvement projects.  These alternative sources include international and out-of-state student tuition revenue, state and federal grants, private fundraising, Certificates of Participation, general obligation bonds, and the formation of Workforce and Economic Development partnerships.
· Non-Residence Student Tuition: Although the College realizes revenue from out-of-state students, international students comprise the majority of the non-resident student population at the College.  Revenue levels vary, but the College makes realistic projections based on students’ progress in their programs, application patterns, and changes in immigration law.  
· Grant Development: The College pursues local, state, and federal grants, as well as private grants to support the College’s Mission and Goals.  All grant applications must address the Mission, one or more of the College’s Supporting Goals and/or Strategic Initiatives, and priorities of the Board.[endnoteRef:48] [48: 	IIID4_Annual_Grant_Report_to_the_Board_Minutes_7-7-2015.pdf  ] 

· Individual, Corporate, and Foundation Fundraising: The Santa Monica College Foundation is responsible for identifying and acquiring private donations from individuals, corporations, community organizations, and private foundations.[endnoteRef:49] [49: 	IIID4_Foundation_Report_from_BT_Agenda_10-6-2015.pdf] 

· General Obligation Bonds and Certificates of Participation: As necessary, the College will pursue general obligation bonds and certificates of participation, combined with state support, to fund long-term capital projects.  The College has a successful history of pursuing voter-approved bond funding, which includes four bonds over the last 15 years.[endnoteRef:50]  The College does not generally pursue certificates of participation to support its capital projects, but when it does, the College develops a realistic plan for timely repayment.[endnoteRef:51]  [50: 	IIID1_Construction_Projects_Update_7-1-2015.pdf]  [51: 	IIID4_Bonds_7-1-2015.pdf] 

· Workforce and Economic Development Partnerships: The Office of Workforce and Economic Development leads many partnerships with outside organizations, focusing on efforts that strengthen the College’s career technical education (CTE) offerings and address the workforce development needs of the county.  Examples include the Promo Pathways Program[endnoteRef:52] and LA HI-TECH Consortium.[endnoteRef:53] [52: 	IIID4_SMC_In_Focus_Issue7_2-9-2016.pdf]  [53: 	IIID4_LA_Hi-Tech_article.pdf] 

Analysis
Through the annual budget planning process, as well as the participatory governance structure, the College carries out a realistic assessment of both financial resource availability as well as expenditure requirements.  The College, along with the rest of the state of California, is emerging from a budget crisis that began in 2008.  At that time, the Unrestricted General Fund budget of Santa Monica College was approximately $150 million, with a total annual budget of $350 million, including unrestricted and restricted funding and bond funds.  In 2009-2010, as a result of decreased state funding, the College had to reduce course offerings and institute cutbacks in all programs.  These cutbacks were implemented with input from all campus constituencies.  The College sought to avoid program discontinuance and opted not to adopt policies[endnoteRef:54] that would hinder student success. [54: 	IIID1_Board_Budget_Principles_6-2016.pdf] 

Budget concerns remained a major focus of Board attention while the state’s slow economy influenced community college funding.  The Board sought additional, more stable, and locally-controlled sources of funding and thus proposed setting up a self-supporting educational option similar to that of the University of California, Los Angeles (UCLA) extension program.  This alternative would have comprised a limited number of high-demand transfer classes so that students would be able to progress even when class offerings were limited by state budget constraints.  These class offerings would have been offered at a higher cost as the College would not have received any apportionment for these classes.  
The Board was very aware of low-income students who, unable to get classes at community colleges, were using federal and state financial aid to enroll at vastly more expensive for-profit colleges.  As contemplated, low-income students would instead be able to use their federal and state financial aid to cover the tuition for the Santa Monica College extension classes at a much reduced rate from that charged by the for-profits.  This would provide access to courses and reduce time-to-completion during a time when students were being turned away due to lack of sufficient state funding.  In keeping with the College’s Mission of open access, student equity, and student success, and to help reduce the cost of these more expensive courses for low-income students, the College also identified donors who were willing to contribute $250,000 to enable low-income students to take advantage of the program during the pilot intersession.  For various reasons, this proposal was not implemented.  Nevertheless, it remains an example of how the Santa Monica College Board of Trustees and college leaders are willing to think “out-of-the-box” to identify new revenue sources in support of the Mission and student learning and achievement.  
The College has tempered its optimism about the state’s economic recovery with concerns about new funding formulas that favor districts serving communities with demographics that differ from the communities within the geographic boundaries of the Santa Monica Community College District.  The College continues its policy of conservative budgeting to ensure that its innovative programs do not overreach its capacity to fund them sustainably.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.
IIID.5	To assure the financial integrity of the institution and responsible use of its financial resources, the internal control structure has appropriate control mechanisms and widely disseminates dependable and timely information for sound financial decision making.  The institution regularly evaluates its financial management practices and uses the results to improve internal control systems. 
Evidence of Meeting the Standard  
Internal Control Structure
The College has developed an internal financial control structure that employs appropriate control mechanisms at every step and for every type of transaction and/or activity.  This internal control structure incorporates generally acceptable accounting practices and meets federal internal control requirements as noted in the Internal Control Questionnaire of the College’s annual A-133 audit.[endnoteRef:55]   [55: 	IIID5_A-133_report_from_SMCCD_Audit_Report_2015.pdf ] 

One example of an internal control process in place to ensure that financial resources are used properly and with integrity is the PBAR form, which is required in order to request new funding beyond the projected allocation.  Another internal control process is the myTime electronic submission system[endnoteRef:56] for student workers and hourly employees.  The system ensures that the proper supervisor submits the employee timesheets, that hourly wages are correct, and that the department is following laws such as Affordable Care Act and AB 1522, Employment: Paid Sick Days. [56: 	IIID5_Payroll_Schedules.pdf] 

Dissemination of Dependable and Timely Information
As described earlier in this standard, the College, through the Office of Fiscal Services, widely disseminates dependable and timely information for sound financial decision-making to the Board of Trustees, as well as the College’s constituent groups through DPAC and the DPAC Budget Planning Subcommittee.  In addition, Fiscal Services responds to ad hoc requests[endnoteRef:57] made by the Budget Planning Subcommittee and other groups on campus as they discuss specific financial concerns.  The Office of Fiscal Services also distributes monthly financial statements to all of the College’s cost centers so that divisions, departments, and programs can reconcile their accounting of revenue and expenditures with their adopted budgets and make changes as necessary.[endnoteRef:58]  The College also offers an online Site Budget Inquiry module,[endnoteRef:59] which allows departmental users to access departmental budgets in real time from any computer in the District, review expenditure and encumbrance details, and review purchase order details.  For grant-funded projects, the Office of Fiscal Services meets directly with grant staff on a quarterly basis to review grant expenditures for compliance with program requirements, including fiscal requirements. [57: 	IIID1_BT_Minutes_OPEB_6-3-2014.pdf]  [58: 	IIID5_Fund1_Location1_Monthly_Expense_Report_December2015_Library.pdf]  [59: 	IIID5_PeopleSoft_inquiry.pdf] 

Evaluation of Financial Management Practices
Each year, the College is audited by an independent certified public accounting firm with expertise in governmental accounting, community college accounting practices, and California state law.  As a part of this evaluation, external auditors “consider internal controls relevant to the District’s preparation and fair presentation of financial statements in order to design audit procedures that are appropriate in the circumstances.”[endnoteRef:60]  The audit tests and evaluates internal controls over accounting procedures, compliance with applicable accounting standards, recording reliability, and reporting accuracy.  This audit also includes a review of the College’s federal funding and the controls in place to manage these funds, as required by the United States Office of Management and Budget for Circular A-133 for institutions that receive more than $500,000 in federal funds.  The District has received unmodified audits for each of the last six years, and as a result, the District decided to bring in new auditors as best practice. [60: 	IIID5_Auditor_Practices_SMCCD_Audit_Report_2015.pdf] 

The Office of Fiscal Services provides an overview of the annual audit to the Board of Trustees and the Budget Planning Subcommittee.  The College also makes its annual audit reports accessible to the college community and general public through the College’s website.[endnoteRef:61]  In addition to the annual audit, both the Office of Fiscal Services and the Purchasing Office engage in annual program assessment through the program review process.  There is also a Board Audit Committee that meets regularly with the auditors and the Chief Director of Business Services, and one Board member who serves on this committee is a Certified Public Accountant. [61: 	IIID5_Audit_and_EPA_Information_online.pdf] 

Analysis
The College has established internal control systems to ensure the financial integrity of the institution and responsible use of its financial resources. These systems comply with Generally Accepted Accounting Principles and have resulted in no significant audit findings by the College’s external auditors for the past six years.  
As the College strengthens its planning processes and further integrates budget development into the process, the Office of Fiscal Services has responded with the development of new fiscal documents, including a new Budget Transfer Request form, and the PBAR form.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.  

IIID.6	Financial documents, including the budget, have a high degree of credibility and accuracy, and reflect appropriate allocation and use of financial resources to support student learning programs and services. 
Evidence of Meeting the Standard
The College has continued to strengthen its financial management processes so that financial documents, including the budget, have a high degree of credibility and accuracy and reflect appropriate allocation and use of financial resources to support student learning programs and services.  Improvements to the financial planning and management processes include:
· An annual budget development calendar that guides the budget planning process and coordinates it with the institutional planning process;
· Regular dissemination of the tentative and adopted budgets, and quarterly financial reports to the college committee, as previously described;
· Budget planning forms that align all new requests for funding with the Mission, Supporting Goals, Institutional Learning Outcomes, Master Plan for Education objectives, Accreditation Standards, and/or program review assessment results; and
· Distribution of the College’s financial documents via its website.  
Analysis
The District’s annual financial audit, as well as compliance audits conducted by local, state, and federal agencies, attests to the high degree of credibility and accuracy of the College’s financial documents.  These audits have not identified any material weaknesses or significant deficiencies in the District’s management of state and federal funds since 2010-2011.  A summary report of each audit is presented to the Board of Trustees during open session;[endnoteRef:62] as well as to the DPAC Budget Planning Subcommittee, which are open to all members of the college community with committee meeting agendas posted prior to the meeting as required by the Brown Act.  In addition, the annual audit is available on the College’s website.   [62: 	IIID3_BT_Minutes_2-2-2016_Review_of_Audit.pdf] 

The College’s independent auditors have identified the College as a “low-risk” auditee for each year of this self-study with respect to compliance with accounting standards for federal programs.  This status presents clear evidence of the financial credibility and accuracy of the College’s financial documents.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.  

IIID.7	Institutional responses to external audit findings are comprehensive, timely, and communicated appropriately. 
Evidence of Meeting the Standard
As required by state and federal law, Santa Monica College conducts an annual external audit in compliance with State of California Title 5, Education Code and United States Office of Management and Budget’s Circular A-133, which sets forth standards for obtaining consistency and uniformity among federal agencies for the audit of states, local governments, and non-profit organizations expending federal funding.  The external audit process is comprehensive and time-consuming, but one in which the College willingly engages.  As findings are identified, the College communicates these results to the college community and responds accordingly in a timely manner.
Analysis 
External auditors attest to the fair presentation of financial reports on an annual basis.  From the 2010-2011 through the 2013-2014 fiscal year, the College’s audit reports did not identify any findings or questioned costs related to financial statements, federal awards, or state awards.  As such, there were no findings to address.  In the years prior to 2010, when findings were identified,[endnoteRef:63] they were addressed with the highest priority by college personnel and were re-evaluated the following year by the external auditors and addressed in that year’s formal audit report.  In the 2014-2015 fiscal year, there was an audit finding regarding “to be arranged” hours.[endnoteRef:64]  Before the audit report was issued to the Board of Trustees, the District immediately took action as specified in the audit report.  The actions included a changed methodology for accounting and course revisions.  In the event that the College’s external audit identifies findings in the future, it will once again ensure that institutional responses to external audit findings are comprehensive and timely, and communicated appropriately. [63: 	IIID7_2009-2010_Audit_Findings_HR.pdf]  [64: 	IIID7_2015_SMCCD_Audit_Report_Finding.pdf] 

Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.
IIID.8	The institution’s financial and internal control systems are evaluated and assessed for validity and effectiveness, and the results of this assessment are used for improvement.
Evidence of Meeting the Standard
The District’s financial and internal control systems are evaluated and assessed for validity and effectiveness on an annual basis through the independent audit process. For example, the Chief Director of Business Services holds bi-weekly Business Services Team meetings to discuss program reviews, student learning outcomes, and other financial control issues.[endnoteRef:65] Each unit also submits a Business Services Monthly Update[endnoteRef:66] to document their respective accomplishments.   [65: 	IIID8_Directors_Meeting_Agenda_4-21-2014.pdf]  [66: 	IIID8_Business_Services_Monthly_Update_August.pdf] 

Independent District Audits
The district audit is conducted for the purpose of forming an opinion of the District’s financial statements as a whole.  However, the addition of supplementary schedules, including a schedule of expenditures of federal awards, and continuing disclosure information are presented for purposes of additional analysis.  For example, the schedule of expenditures of federal awards is presented for the purposes of additional analysis as required by the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments and Non-Profit Organizations.[endnoteRef:67]  The District’s student financial aid program is one of these five programs and is evaluated each year, as well as four additional federally funded grant programs.[endnoteRef:68]   [67: 	IIID8_Excerpt_Independent_Auditors_Rpt_2015_Federal_Programs.pdf ]  [68: 	IIID8_List_of_FederalPrograms_Audited_since_2010.pdf] 

Program Audits
The College’s federally funded programs are diverse in terms of the funding agencies and thus have equally diverse requirements and regulations. Regardless of the funding source, however, the College maintains adequate financial and internal control systems to ensure the validity and effectiveness of each program.  
In addition to the reviews conducted by the College’s independent auditor, many of the College’s grant funded programs are evaluated and assessed by a representative of the sponsoring program office, which typically includes an on-site review of the College’s policies, procedures, documentation, and work.  These visits have not identified any need for improvement with regard to the College’s financial management structure.
Analysis
Santa Monica College remains in compliance with annual state and federal auditing requirements.  Although the College has been identified as a low-risk auditee as a result of multiple annual audits, the college community continues to work diligently to strengthen its existing systems based on program audits, program review assessments, and changes in state and federal policies, such as those that resulted from the new United States Office of Management and Budget (OMB) Super Circular, which offers new guidance for federal awards and replaces many of the previous circulars that guided the College’s management of federal funds, including OMB Circulars A-110 and A-133.  The College continues to provide ongoing training to fiscal administrators, grant accountants, and program staff on this new “Super Circular” so that it may update its policies and procedures for compliance with these new guidelines.  This proactive response will help ensure that the College’s annual audit does not result in any material weaknesses or significant deficiencies in the future. 
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.
IIID.9	The institution has sufficient cash flow and reserves to maintain stability, support strategies for appropriate risk management, and, when necessary, implement contingency plans to meet financial emergencies and unforeseen occurrences. 
Evidence of Meeting the Standard 
The Board of Trustees sets fiscal integrity as a high priority, and considers it essential to ensuring that the College is achieving its Mission.  The college budgets conservatively and maintains, at a minimum, an ending reserve fund balance of five percent as recommended by the California Community Colleges Chancellor’s Office.  To accommodate the unpredictability of state funding, Fiscal Services personnel provide both “expected case” and “worst case” scenarios to all decision-makers both during the budget process and in monitoring the budget throughout the year. 
To further accommodate the cyclical nature of the economy and its fluctuations in state funding, the Board of Trustees and senior staff have worked diligently to build up the reserve in years when funding produces a surplus.  Between 2003 and 2010, the ending balance increased from less than $2 million to more than $20 million.  However, when the 2009 economic recession hit, state funding was significantly reduced and resulted in the loss of more than $20 million dollars between 2011 and 2013.  This reduction led to structural deficits in the College’s budget until the 2013-2014 fiscal year.  Nevertheless, the College’s reserve allowed the College to maintain stability and the flexibility to adhere to its Mission in spite of the financial uncertainties.  The following table provides an overview of the College’s reserve funding balance since 2010-2011:
Santa Monica College Ending Fund Balance of Unrestricted Funds/Institutional Reserve
(including dollar amount and percentage of budget)
	
	2010-2011
	2011-2012
	2012-2013
	2013-2014
	2014-2015
	2015-2016
	Average

	Adopted Reserve Balance
	$14,471,783
(10.35%)
	$17,651,673
(12.75%)
	$11,109,747
(8.00%)
	$ 8,513,953
(5.96%)
	$ 9,058,031
(5.92%)
	$21,185,368
(12.94%)
	$13,665,092
(9.42%)

	Actual Reserve Balance
	$23,088,841
(17.24%)
	$15,137,372
(10.88%)
	$10,520,810
(7.59%)
	$13,971,779
(9.87%)
	$13,781,577
(9.15%)
	TBD
	$15,300,075
(10.95%)


To provide optimum short-term cash-management, the College utilizes the County Treasury pool as a source of interest when there is a cash surplus and periodically borrows funds using Tax and Revenue Anticipation Notes when funds are needed to meet operational needs.  Transfer loans from other funds into the General Fund, with Board approval, can also be utilized on a short-term basis.  The Board has pre-approved up to $30 million.  The College only uses Certificates of Participation for asset acquisition, not cash-flow management. 
Risk Management
As explained in IIID.2, the College maintains adequate insurance to cover its needs and implements support strategies for appropriate risk management.  Risk management is divided into three components: property and liability, worker’s compensation, and preventative safety.  Primary policies have deductibles of $25,000 for liability and $100,000 for property.  In addition, the District maintains supplemental coverage of up to $10 million for liability and replacement cost for property.  The Protected Insurance Program for Schools provides workers’ compensation coverage.
The College addresses safety concerns partially through the California Community College Risk Management Association.  The College’s Office of Risk Management promotes and monitors federal, state, and/or Board mandated compliance. 
Preventative safety has become a broader concern in the wake of more frequent acts of random violence, including the on-campus shooting incident in June 2013 that resulted in the loss of life.  The College has undertaken campus wide training in emergency preparedness and has invested in first aid kits, a comprehensive communication system, and security training for identified personnel in each building.  A Crisis Prevention team has also been established and funded.  The College has also responded to the recent nationwide focus on crimes relating to sexual violence on college campuses by hiring a Title IX Coordinator. 
Analysis 
The College has responded to national and statewide economic uncertainties with financial solvency and academic integrity.  Conservative budgeting, Board of Trustees integrity and leadership, continuous improvement in fiscal planning and management, cost-cutting measures, and participatory planning and governance system that involves all of the College’s constituent groups have contributed to address and solve budget problems.  
Fiscal stability will continue to present a challenging management problem for the District.  Nevertheless, the College’s long-term commitment to maintain a healthy reserve balance, coupled with the continuous quality improvement model that exists with respect to the Master Plan for Education and the reporting cycle has demonstrated that its processes can produce stable results even when recessionary conditions exist in the economic environment.
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.  However, in view of the worsening budget forecast, the College is implementing the following plan:
		Proposed Activities	
	Responsible Parties
	Timeline
	Anticipated Outcomes/ Benchmarks of Success

	Objective: To ensure that the College’s 2016-2017 Tentative Budget reflects projected budget shortfalls and minimizes the use of reserve funding.

	Conduct budget briefings with college constituent groups.
	Office of Fiscal Services
	Ongoing
	College constituent groups are apprised of the budget issues as budget planning, implementation and monitoring take place.

	Implement across the board budget cuts to discretionary budget line items.
	Office of Fiscal Services
	February-March 2016
	Departments make adjustments as necessary, completing PBAR forms when “mission critical” budget augmentations are needed.

	Review PBARs and make funding decisions.
	Office of Fiscal Services
Senior Staff
	May-June 2016
	Based on current and forecasted enrollment, senior staff decides which PBARs to fund.



IIID.10	The institution practices effective oversight of finances, including management of financial aid, grants, externally funded programs, contractual relationships, auxiliary organizations or foundations, and institutional investments and assets. 
Evidence of Meeting the Standard
Santa Monica College has developed robust policies and procedures for carrying out effective oversight of its finances.  Ultimate fiscal responsibility for the College rests with the Board of Trustees, which reviews and approves the institutional budget and quarterly budget reports, as well as reports on financial aid, and grant and contract agreements.  All grant and externally funded programs and contractual relationships must be approved and accepted by the Board of Trustees.  Creation of budgets for grants and other externally-funded projects, issuance of purchase orders, and payment to contractors and vendors are dependent upon Board approval and evidence that the College’s fiscal procedures have been followed.  For example, no invoice is paid without a purchase order or contract in place, as well as certification that the goods or services have been delivered.  These steps ensure appropriate oversight of finances.  Additional policies and procedures may be in place depending on the type of program as described in the following paragraphs.
Management of Financial Aid: The Office of Financial Aid developed a Financial Aid Handbook[endnoteRef:69] that outlines financial aid policies and procedures as they apply to students; the handbook is available in hardcopy and online.  The Office of Financial Aid is also working on an internal operating manual that will outline the processes and practices to ensure consistency among staff and across the various financial aid programs. [69: 	IIID10_Financial_Aid_Handbook_online_version.pdf] 

As noted previously, the College’s financial aid program is evaluated on an annual basis as part of the College’s independent audit process.  This audit includes an assessment of the College’s compliance with federal Title IV regulations and requirements.  The office may also be audited by the Cal Grant program, which administers the Board of Governors fee waiver program.  However, the last audit by the Cal Grant Program occurred before 2005.  Likewise, the U.S. Department of Education may also conduct periodic assessments of the program, as financial aid is highly regulated by the federal government; the College submits the results of its annual Federal Single Audit[endnoteRef:70] to the U.S. Department of Education.  During this accreditation cycle, the College has had no findings in the audit of the financial aid program.  In addition, with effective oversight, the College has experienced a rapid and successful expansion of its financial aid program, as the amount of financial aid disbursements has increased from $30,739,192 in 2010-2011 to the projected amount of $38,781,855 in 2015-2016. [70: 	IIID5_A-133_report_from_SMCCD_Audit_Report_2015.pdf] 

Management of Externally Funded Programs, including Grants: The College manages an average of $6 million in local, state, and federal grant funding each year, including both private and public grants.  A grant manager is identified on the grant award agreements as the primary institutional contact.  This person oversees all project activities, approves grant expenditures, and ensures that the sponsoring program office is aware of grant progress and outcomes.  The College’s Grants Office produced a Grant Management Handbook[endnoteRef:71] to assist managers with this process.  [71: 	IIID10_Grant_Management_Handbook.pdf] 

Although audits of federal grants (as previously described) have not yielded any findings in financial management, the grant managers take feedback is provided by program monitors to improve their respective programs’ fiscal and programmatic operations.  
Management of Contractual Relationships: From time to time, the College enters into contractual arrangements with other institutions of secondary and postsecondary education, as well as other community-based organizations and industry partners. Depending on the project, the College may be either the contractor or the subcontractor.  All sub-contractual agreements for which the College is partnering with another organization that is serving as the fiscal agent are managed as grant awards at the project level with support from the Office of Fiscal Services.  Each arrangement is guided by a subcontract agreement or Memorandum of Understanding (MOU) signed by both parties that outlines the responsibilities of each partner in light of the project goals, objectives, outcomes, and requirements.  Examples of these partnerships include the following:
· A collaboration with Loyola Marymount University to develop a Guardian Scholars Program[endnoteRef:72] with funding from the Stuart Foundation;  [72: 	IIID10_SMC_LMU_news.pdf] 

· A partnership with Pasadena City College to oversee the West Los Angeles component of the LA HI-TECH grant with funding from the California Department of Education’s California Career Pathways Trust. [endnoteRef:73] [73: 	IIID4_LA_Hi-Tech_article.pdf] 

The College may also serve as the fiscal agent for grant awards and contracts with other entities to fulfill one of more of the outcomes of the award.  In these situations, the College must ensure that it and its sub-contractual partners are adhering to grant award requirements as defined by the funding source.  For federal awards, this oversight includes a review of each partner’s A-133 audit and/or other audits conducted to evaluate the validity and effectiveness of the organization’s financial management practices and internal control structure.  For example, the College entered into a multi-year collaboration with the University of California, Los Angeles to implement the Science and Research Initiative[endnoteRef:74] with funding from the U.S. Department of Education, Title III, Part F, Hispanic Serving Institutions STEM and Articulation Program. [74: 	IIID10_UCLA_STEM_Program_from_Annual_Report_2014-15.pdf   ] 

Management of Auxiliary Organizations or Foundations: The College has three auxiliary organizations and/or foundations that are working to support its Mission and strengthen student learning and achievement:
· The Santa Monica College Foundation[endnoteRef:75] leads private fundraising development for Santa Monica College.  The SMC Foundation is a separate, non-profit, tax-exempt 501(c)3 organization that solicits and accepts private, tax deductible donations for the benefit of Santa Monica College, its Mission, students, faculty, and programs.   [75: 	IIID10_SMC_Foundation_webpage.pdf] 

· KCRW/KCRW Foundation is a public radio station and a community service of the College.  The station is housed on the college campus, but its operations are supported through fundraising and donations, which are managed by the KCRW Foundation.[endnoteRef:76]   [76: 	IIID10_KCRW_Foundation.pdf] 

· The Madison Project (DBA The Broad Stage) has its own board of directors,[endnoteRef:77] which works to develop resources in support of the theater’s goals.[endnoteRef:78] [77: 	IIID10_Broad_Stage_Board_of_Directors.pdf]  [78: 	IIID10_GuidestarReport_MadisonProjectView.pdf ] 

As private non-profit organizations under the guidance of state and federal tax law, foundations are subject to an annual audit conducted separately from the College’s audit.  Copies of these audits[endnoteRef:79] are shared with the College through an annual report presented to the College Board of Trustees.[endnoteRef:80]  [79: 	IIID10_SMC_Foundation_Audit_2014-15.pdf]  [80: 	IIID4_Foundation_Report_from_BT_Agenda_10-6-2015.pdf] 

Management of Institutional Investments and Assets: The vast majority of District funds are held at and invested in the Los Angeles County Treasury.  To manage institutional investments and assets, the District follows Board Policy 6115, Investment Policy[endnoteRef:81]: “All funds of the Santa Monica Community College District, which are not required for the immediate needs of the District, are invested in accordance with California Government Code Sections 53600 through 53609.  The investments of the District shall be made in accordance with the following objectives: [81: 	IIID10_BP_6115.pdf] 

· The investment program must consider the safety of invested funds, minimize risk and regard the preservation of principle as of primary importance;
· The investment program must provide liquidity and remain sufficiently flexible to meet cash flow requirements.”
Evaluation Results Serve as the Basis for Improvement
The College responds quickly and thoroughly to findings and/or recommendations for improvement and the Office of Fiscal Services works with the respective organizations to correct or improve processes. 
For auxiliary organizations, if annual audits identify financial management and oversight concerns, these findings are shared with the College’s senior administration and a plan is developed to address the finding and improve applicable financial management practices and internal control structures.  
Analysis
Santa Monica College has developed and implemented effective financial management practices to guide its management of financial aid, grants, externally funded programs, contractual relationships, auxiliary organizations and/or foundations, and institutional investments and assets.  This is amply demonstrated by the lack of findings from the last six years of annual audits.  Likewise, the audit has not identified any material weaknesses or significant deficiencies.  In fact, during follow-up conversations with Financial Aid staff and in open session reports to the Board of Trustees, the auditors have praised the office’s fiscal and regulatory compliance efforts.
The College monitors its processes for providing oversight and continually improves them.  Examples of these improvements include professional development and training for Fiscal Services personnel to ensure that they are familiar with federal fund management requirements; Fiscal Services staff working collaboratively with program staff; increased documentation to support fiscal decisions and expenditures; and greater emphasis placed on financial integrity and control.
In addition to these internal improvements, the College continues to work with its auxiliary foundations to ensure the effective development and distribution of funds to support the various missions of these organizations.  Additionally, the board of directors for each of these foundations includes representatives from the College’s Board of Trustees and/or its senior leadership which helps to establish an effective working relationship between the foundation and the College.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.

IIID.11	The level of financial resources provides a reasonable expectation of both short-term and long-term financial solvency.  When making short-range financial plans, the institution considers its long-range financial priorities to assure financial stability.  The institution clearly identifies, plans, and allocates resources for payment of liabilities and future obligations.
Evidence of Meeting the Standard
Santa Monica College is committed to maintaining short- and long-term financial solvency and does so through effective financial planning processes and strategies that link the financial decisions of the College with the College’s Mission, Supporting Goals, Strategic Initiatives, and Institutional Learning Outcomes, and other institutional planning and decision-making processes, including those that yield the Master Plan for Education objectives, the Facilities Master Plan objectives, and the Technology Master Plan objectives.  Through this alignment, short-term financial planning is considered in the context of the College’s long-range financial priorities, such as its five-year Strategic Priorities, the Board’s multi-year priority to continue to increase the number of full-time faculty and other multi-year financial obligations.  For example, The Board of Trustees-approved OPEB plan[endnoteRef:82] is a multi-year plan that outlines how the College will support its OPEB obligations.  This plan is directly incorporated into the annual budget.  The College has developed similar multi-year funding plans for its other long-term liabilities and obligations, such as its two Certificates of Participation and its bond debts.[endnoteRef:83] [82: 	IIID1_BT_Minutes_OPEB_6-3-2014.pdf]  [83: 	IIID11_Certificates_of_Participation_SMCCD_Audit_Report_2015.pdf] 

When making short-term financial decisions to maintain the financial solvency of the College, the District looks at the multi-year impact of these decisions.  A good example of this planning is the development and management of reserve funding, which occurred frequently during the past ten years as the College prepared for and addressed the 2009 economic recession, discussed in Standards IIID.2 and IIID.9.  
This same process is used to facilitate other financial planning and decision-making discussions, such as those related to full-time faculty hiring.  Fiscal Services supports the process by developing multi-year projections as to the full cost of hiring additional full-time faculty,[endnoteRef:84] helping institutional leaders and planning committees project the total cost of moving forward with their plans.   [84: 	IIID11_FT_Faculty_Cost_Estimates.pdf] 

Analysis
Through its comprehensive planning processes, which integrate institutional planning with budget development and resource allocation, the College is able to ensure a sufficient level of resources to maintain a reasonable expectation of both short-term and long-term financial solvency.  Through its planning processes, the College considers the long-term financial implications of all decisions, even those that address immediate concerns, and does not move forward with any short-term obligations until the long-term impact is thoroughly researched and discussed.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.

IIID.12	The institution plans for and allocates appropriate resources for the payment of liabilities and future obligations, including Other Post-Employment Benefits (OPEB), compensated absences, and other employee related obligations.  The actuarial plan to determine Other Post-Employment Benefits (OPEB) is current and prepared as required by appropriate accounting standards.
Evidence of Meeting the Standard
Through the participatory governance structure, Santa Monica College plans for and allocates appropriate resources for the payment of its liabilities and future obligations.  When liabilities and obligations are mandated, the college community, with leadership from the DPAC Budget Planning Subcommittee, carefully considers all funding options and makes recommendations with input from the Office of Fiscal Services.  The following paragraphs outline specific actions and/or practices that have occurred in OPEB, compensated absences, and other employee related obligations.
Other Post-Employment Benefits (OPEB)
The District began its process of addressing GASB 45 – Retiree Medical Benefits, otherwise known as OPEB, in 2007.  With input from a participatory governance task force, the Office of Fiscal Services provided multiple multi-year funding plans,[endnoteRef:85] including the tentative impact on the College’s budget, not only in the near future, but for many years to come.  With this information, and information from the College’s actuarial plan,[endnoteRef:86] the task force recommended in 2008 that the College place $1.4 million to an irrevocable trust and make subsequent annual contributions to the trust until the College reaches its annual required contribution.[endnoteRef:87]  The recommendation was approved by DPAC and forwarded to the Superintendent/President, who used the DPAC recommendation as the basis for his recommendation to the Board of Trustees that it be reviewed, approved, and included in future years budget planning and development.[endnoteRef:88] [85: 	IIID12_Actuarial_Report_from_BT_Mtg_Agenda_3-1-2016.pdf]  [86: 	IIID12_Actuarial_Study_2013.pdf ]  [87: 	IIID12_DPAC_Minutes_8-28-2013.pdf   ]  [88: 	IIID12_DPAC_Minutes_7-24-2013.pdf] 

Compensated Absences
The Office of Fiscal Services monitors its Compensated Absences liabilities and calculates the total cost of this liability on an annual basis.[endnoteRef:89]  Employees are encouraged to use their vacation time during the year in which they earn it.  Permanent classified employees who work 12 months per year accrue vacation with no limitation but employees who work less than a full year receive a vacation “pay-out.”  In an effort to curtail this liability, the College implemented a policy for academic administrators that they cannot have more than 30 days of vacation pending; if they do, they are unable to earn additional days.   [89: 	IIID12_Compensated_Absences_from_SMCCD_Audit_Report_2013-2014.pdf] 

Other Employee Related Obligations
The college community, with leadership from the DPAC Budget Planning Subcommittee, has developed a plan to address the increasing costs related to the STRS and PERS contribution rates.[endnoteRef:90]  The recommendation, which took into account the District’s long-term budget projections, was to set aside $3.8 million in one-time funding from the State in a designated reserve to offset a portion of future cost increases.  This recommendation was unanimously approved by DPAC[endnoteRef:91] and is included in the District’s budget.  [90: 	IIID1_DPAC_Minutes_4-27-2016_Adoption_GASB68.pdf 
	IIID12_GASB68_from_SMCCD_Audit_Report_2013-2014-2.pdf]  [91: 	IIID12_Excerpt_Page3_DPAC_4-27-2016Minutes] 

Analysis
The College has appropriately addressed its largest liabilities/obligations including OPEB, compensated absences, and increasing STRS and PERS obligations in a manner that addresses the long-term needs with the current budgetary condition at the College.  As other long-term liabilities and obligations arise, the District will continue to include the participatory governance structure to ensure that each of the College’s constituency groups understand the full impact of their recommendations and make recommendations that include the full cost of these liabilities and obligations over time.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this objective and will continue to monitor its progress.

IIID.13	On an annual basis, the institution assesses and allocates resources for the repayment of any locally incurred debt instruments that can affect the financial condition of the institution. 
Evidence of Meeting the Standard
Santa Monica College has very little locally incurred debt as a result of its ability to generate voter support for its general obligation bond initiatives.  However, from time to time, the College borrows funds using Tax and Revenue Anticipation Notes (TRANs)[endnoteRef:92] and Certificates of Participation (previously discussed in IIID.11).  In recent history, the College pursued TRANs to support ongoing operational expenses at a time when the state was unable to make cash payments to the College.  These notes have since been repaid as the state was able to disburse apportionment funding.  The College has pursued Certificates of Participation to fund asset acquisition, not cash flow management.  The College currently has two certificates of participation, one which funded two of the College’s parking structures and another which helped purchase the College’s Center for Media and Design (formerly the Academy for Entertainment and Technology).  The College is currently repaying these certificates through parking fees and capital outlay fees paid by non-resident students.   [92: 	IIID13_TRANS_BT_Agenda_12-4-2012.pdf] 

Regardless of the source of locally incurred debt, the College does not issue debt without first reviewing all potential options and developing a specific plan for repayment that identifies the source of repayment prior to the issuance of debt.  This helps ensure that locally incurred debt does not have an adverse effect on the financial condition of the institution and that services to students are not affected.  The Board of Trustees is very active in this process and as the final decision-making body, requires that the College present a solid repayment plan prior to granting approval, as noted by a recent Board item, Recommendation No. 6: Resolution of the Board of Trustees of the Santa Monica Community College District approving, authorizing and directing the execution and delivery of a lease with option to purchase, assignment of lease and other documents and certificates relating thereto and authorizing and directing certain actions with respect thereto.[endnoteRef:93] [93: 	IIID13_BT_Mtg_Minutes_5-3-2016_excerpt_Lease.pdf] 

Analysis
Currently, the College’s locally incurred debt has a minimal impact on the overall budget of the College.  The College has identified specific revenue streams to support these costs and the revenue generated through these mechanisms is sufficient to meet the College’s current obligations each year.  Repayment plans are reviewed and assessed on an annual basis.  In the event that the College is unable to generate the revenue necessary to pay this debt through the identified mechanisms, the College will use its reserves to support these costs rather than take funds from the operating budget.  
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.


IIID.14	All financial resources, including short- and long-term debt instruments (such as bonds and Certificates of Participation), auxiliary activities, fund-raising efforts, and grants, are used with integrity in a manner consistent with the intended purpose of the funding source. 
Evidence of Meeting the Standard
Santa Monica College’s financial oversight system, which guards against fraud and ensures fiscal responsibility, also helps to ensure that financial resources are used with integrity.  Through a transparent financial planning and management process that is built around the participatory governance structure, the College utilizes all of its financial resources, including short- and long-term debt instruments, auxiliary activities, fundraising efforts, and grants, to support the College’s Mission, Supporting Goals, Strategic Initiatives, Institutional Learning Outcomes, and institutional and program objectives.  Specific strategies related to each type of funding are outlined below.
Short- and Long-Term Debt Instruments: The College pursues both short- and long-term debt instruments to support its Mission and improve student learning and achievement.  Short-term debt instruments include Certificates of Participation, while long-term debt instruments include General Obligation Bonds.  The College prefers to pursue General Obligation Bonds rather than Certificates of Participation.  General Obligation Bonds are a form of debt generally considered for asset acquisition, not cash flow management, and therefore are supported by specific institutional plans to purchase new facilities and/or renovate existing facilities.  These plans are set forth in the Facilities Master Plan and include a description of the proposed project in relation to the Mission of the College, proposed project goals and outcomes, and the benefit for students, faculty, and programs.  
The College currently has two Certificates of Participation, which are reviewed on an annual basis by an independent auditor as part of the College’s annual audit process.  As noted, prior to the issuance of debt, the College will present for review and approval by the Board of Trustees a comprehensive debt request proposal[endnoteRef:94] that identifies the purpose of the debt, how it supports the Mission of the College, and a repayment plan that identifies the revenue source for repayment.  Each year, the audit assesses the degree to which the College is implementing its initial proposal and repaying its debt obligations.  This audit is presented to the Board of Trustees[endnoteRef:95] separately from the general audit.  The College has had no findings in the audit of its debt obligations. [94: 	IIID14_Debt_Issuance_from_BT_Minutes_4-7-2015.pdf]  [95: 	IIID14_Audit_Reports_BT_Agenda_2-2-2016.pdf] 

All General Obligation Bonds require the development of a Citizens Bond Oversight Committee[endnoteRef:96] to ensure that taxpayer dollars (in the form of bond proceeds) are expended for the purposes set forth in the ballot measure.  The College also conducts two annual audits of these bonds: a Prop 39 Financial Audit and a Prop 39 Performance Audit.[endnoteRef:97]  These audits are presented to the Board of Trustees and the Citizens Bond Oversight Committee and posted on the college website.[endnoteRef:98]  The College has had no findings in the audit of its bonds. [96: 	IIID14_Citizens_Bond_Oversight_Committee_webpage.pdf]  [97: 	IIID14_SMCCD_Prop39_Performance_Report_2013.pdf]  [98: 	IIID5_Audit_and_EPA_Information_online.pdf] 

Auxiliary Activities
As discussed in Standard IIID.10, Santa Monica College's auxiliary activities and fundraising initiatives include three separate foundations that develop private resources to support one or more areas of the College's Mission: The Santa Monica College Foundation, the KCRW Foundation, and the Madison Project (DBA The Broad Stage).  Although they operate independently of the College, they also function in support of the Mission of the College, and California Education Code applies and mandates that the Superintendent/President of Santa Monica College or his/her designee must monitor the use of foundation funds and assess the degree to which the foundation is achieving the purposes for which it was established.  This is accomplished in several distinct ways:  
· The executive director/lead administrator for each entity is a college employee who reports to the Senior Director for Governmental Relations.  Through annual presentations to the Board of Trustees, the Superintendent/President and the Board of Trustees remain informed of the activities and fiscal status of each foundation.  
· The Superintendent/President or designee and/or one or more members of the College’s Board of Trustees sit on the boards of each foundation to ensure that foundation resources are used in a manner consistent with their intended purposes.  
· Each of these foundations also conducts its own independent audit,[endnoteRef:99] which is presented to their respective boards and shared with the College's administration.   [99: 	IIID4_Foundation_Annual_Report_2014-15.pdf] 

Grant Development and Management
It is the responsibility of the Grants Office, the grant manager (and supervisor), and the grant accountant to ensure that grant funds are used with integrity and in a manner consistent with their intended purposes.  Prior to submission, the Grants Office reviews all grant applications and checks for adherence to institutional policies and financial practices, alignment with the College's Mission, and capacity of the College's infrastructure to support grant activities, particularly with regard to facility space and technological resources.[endnoteRef:100]   [100: 	IIID14_Checklist_from_Grant_Managers_Handbook.pdf] 

All grant programs are required to submit an annual performance report that outlines their progress in meeting program objectives on time and within budget.  These reports serve as the culmination of the process and document that program funds were used with integrity.  
The College's grant-funded programs are also included in the annual audit process.  The College has had no findings in the audits of its grant-funded programs.
Analysis
The College carefully monitors the use of all resources generated to support its Mission, to ensure that they are used with integrity and in a manner consistent with their intended purposes.  In addition to an annual audit, many of these programs are also evaluated in other ways, including performance-based audits that ensure funds are used in the manner they were intended.  
The continued success of the College in securing voter-approved General Obligation Bonds is a testament to the community's support for the College and their approval of how previously funded bond measures were implemented and used.  The College is preparing to pursue a new bond initiative in the coming year to support ongoing capital improvement, including space to expand the College's Science, Technology, Engineering, and Math (STEM) programs.
Plan
Based on an analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.

IIID.15	The institution monitors and manages student loan default rates, revenue streams, and assets to ensure compliance with federal requirements, including Title IV of the Higher Education Act, and comes into compliance when the federal government identifies deficiencies. 
Evidence of Meeting the Standard
Santa Monica College's Financial Aid Office is responsible for monitoring and managing the College's financial aid programs, including all federal funding received in support of student financial aid.  This office works with the Office of Fiscal Services to ensure compliance with federal requirements, including Title IV of the Higher Education Act.  The following paragraphs provide additional detail regarding each area of compliance.
Monitoring of Student Loan Default Rates: The Financial Aid Office monitors the College's student loan default rate to ensure compliance with the maximum sanction threshold set by the federal government, currently set at 30 percent based on a three-year monitoring timeframe.  The College's average annual rate for the past three years of 12.8 percent is significantly less than the federal sanction threshold and the rate in 2012 (10.5 percent) was one of the best for community colleges in Southern California.[endnoteRef:101]   [101: 	IIID15_Two_and_Three_Year_Student_Loan_Default_Rate_2008-2012.pdf] 

The Financial Aid Office strives to maintain a low default rate by working proactively with students to educate them about their student loan obligations and loan deferment, forbearance, and consolidation options.  The Office of Financial Aid also provides individualized financial aid counseling to each student interested in assuming loan debt to pay for their education. 
Monitoring of Other Federal Financial Aid Revenue Streams: In addition to receiving federal funding to disburse through direct student loans, the College also receives federal funding to award grant aid, including Pell, SEOG, and federal work study.  The Financial Aid Office monitors and tracks the enrollment status of all students who receive Pell and SEOG grants.  
Federal work study is also administered and managed by the Financial Aid Office.  Office staff monitor federal work study spending throughout the year and move SEOG funding as necessary to cover overages.  This is allowable under federal regulations which allow the College to transfer funding from one campus-based aid program to another.
Compliance with Federal Requirements
The College's management of federal financial aid is audited[endnoteRef:102] each year as part of the College's independent audit.  The Financial Aid Office conducts an annual internal assessment of its effectiveness through the College's program review process.[endnoteRef:103]  [102: 	IIID15_Financial_Aid_from_SMCCD_Audit_Report_2015.pdf]  [103: 	IIID15_Financial_Aid_Program_Review_Report.pdf] 

Analysis
The College disburses approximately $50 million in federal financial aid each year.  The diligence with which the College adheres to Title IV of the Higher Education Act is best demonstrated through annual audits that have identified any material weaknesses or significant deficiencies.
Plan
Based on an analysis of the evidence, Santa Monica College is meeting the standard and will continue to monitor its progress.

IIID.16	Contractual agreements with external entities are consistent with the mission and goals of the institution, governed by institutional policies, and contain appropriate provisions to maintain the integrity of the institution and the quality of it programs, services, and operations.
Evidence of Meeting the Standard
Santa Monica College's contractual agreements with external entities, including construction contracts, consultant contracts/professional services agreements, service contracts, lease purchase agreements, and grant contracts, are consistent with the College's Mission, goals, initiatives, and objectives.  The College has clearly delineated policies and procedures to monitor the development and implementation of these contracts and maintain the integrity of the institution and the quality of its programs, services, and operations.  These policies integrate California Education Code regarding the management of contractual agreements as appropriate and relevant:
· Board Policy 6250, Contracts for Materials and Services[endnoteRef:104] [104: 	IIID16_BP_6250.pdf] 

· Board Policy 6255, Delegation to Enter Into and Amend Contracts[endnoteRef:105] [105: 	IIID16_BP_6255.pdf] 

· Board Policy 2115, Institutional Accountability[endnoteRef:106] [106: 	IIID16_BP_2115.pdf] 

These board policies outline the College's bidding policies, expenditure limits, lines of authority, signatory responsibilities, and other institutional practices.  In addition, Business Services has established operating procedures that further delineate board policy and guide the management of the College's contractual agreements.  Highlights of these procedures include the following:
· All proposed contracts, including sub-award/sub-contractual agreements entered into by the College as a result of grant awards, are reviewed and approved by the vice president of the division in which the project is housed prior to submission to the Purchasing Department. 
· The College has identified key positions that have the authority to approve the College’s participation in contracts, grant awards, and purchase agreements and bind the College to contractual obligations;[endnoteRef:107] [107: 	IIID16_BT_Agenda_12-1-2015_Authorized_Signature_Resolution.pdf] 

· All of the College's contracting entities must also abide by the conflict of interest policy;[endnoteRef:108] [108: 	IIID16_BP_2160_Conflict_of_Interest.pdf] 

· The Board of Trustees approves all contracts in open forum; and
· Accounts Payable will not process and pay a contractual invoice without an approved purchase order generated by the Purchasing Office.
Analysis
The College's purchasing processes are governed by board policy and further delineated by operating procedures and practices that incorporate California Education Code, as well as federal regulation.  All proposed contracts are reviewed and prepared by the Purchasing Office only after the division vice president has had a chance to review the request in light of the College's Mission and goals.  This helps to ensure consistency across contracts and maintain the integrity of the institution and the quality of its programs, services, and operations.
Plan
Based on analysis of the evidence, Santa Monica College is meeting this standard and will continue to monitor its progress.
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