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Ad Hoc Report
Recommendation 2

Introduction

In a letter dated July 17, 2014 the Northwest Commission on College and Universities
(NWCCU) reaffirmed the accreditation of Tacoma Community College (TCC) based on its
spring 2014 Year Seven Mission Fulfillment and Sustainability Peer- Evaluation report. Also
in the letter, the Commission requested the College address Recommendation 2 of the Peer
Evaluation.

Recommendation 2:

“The evaluation committee recommends that for each year of operation, the

College undergo an external financial audit and that the results from such audits, including
findings and management letter recommendations, be considered in a timely, appropriate
and comprehensive manner by the Board of Trustees (Eligibility Requirement 19 and
Standard 2.F.7)”

The Commission determined that Recommendation 2 is an area where Tacoma Community
College does not meet the Commission’s criteria for accreditation according to U.S.
Department of Education Regulation 34 CFR 602.20 and Commission Policy, Commission
Action Regarding Institutional and Sustainability. The Commission has requested this
recommendation be addressed and resolved within a two-year period.

Below is an update on actions that have been taken to address Recommendation 2 along
with the upcoming plans to continue to address and resolve Recommendation 2.

Update on Recommendation 2

In a letter dated March 26, 2015 Interim Accounting Services Director Joann Wiszmann for
the Washington State Board for Community and Technical Colleges (SBCTC) informed the
College Presidents they would be moving to an annual preparation and submission of
financial statements. Based on this decision, in May 2014, along with 8 other Washington
state community colleges, TCC was scheduled for an audit of our 2013-2014 financial
statements during the 2015 winter quarter. Due to staffing issues the State Auditor’s Office
(SAO0) was unable to conduct the audit.

Upcoming Plans to Address Recommendation 2

Since the 2013-2014 financial statement was not audited in winter quarter 2015 and the
2014-2015 financial statements are scheduled to be audited during the 2015-2016 year,
the SAO requested that both the 2013-2014 and 2014 -2015 financial statements be
audited together.
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Conclusion

Given the two-year timeframe prescribed in the NWCCU reaffirmation letter to address and
resolve Recommendation 2, TCC will provide an update on the results both the 2013-2014
and 2014-2015 audits to ensure we remain in compliance with the Commission’s Standards
and Eligibility Requirements.
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Fromn: bac-bounces@lists.ctc.edu on behalf of Joann Wiszmann <jwiszmanni@sboocedu>
Sent: Wednesday, March 26, 2014 3:56 PM
Tao: ‘bac@ists.ctcedu’; Alison Grazzini-Smith; Amy Morrison Goings
{amy.goingsidlwiech.edu); Bermingham, Jack {jperminghami@highline.edu); Beth
Gordon; Bob Knight {[rknmighti@ clark edu); Chris Bailey (cbaileyitlowercolumbia.edul;
Johnson, Christineg; Daryl Campbell (dcampbellidizhoreline edu); Dave Rule
(dave ruled@bellevuecollege.edu); David Beyer (dbeyer@everettcc.edu); David Mitchell
{[dmitchelli@olympicedu); Denise Graham; Denise Yochum [dyochumiilpisrce. chcedul;
Ed Brewster (brewster@ghcedu); Eileen Ely (eely@greenriver.edu); Eric Murray
{emurrayidicascadia.edul; Gary Oertli [gary.oertliilseattlecolleges.edu); Jan
Yoshiwara; Gullickson, Janet; Jean Hemandez
(iean_hermandez@email.edocc.edu); Jill Wakefield; Jim Richardson
{irichardsoni@wyve edu); Jim Walton (jwaltoni@centralia edu); John Boesenberg: Julie
Walter; Kathi Hiyane-Brown {Ehiyane-brownifwhatocom.ctcedu); Laura
MeDowell; Linda Kaminski; Lonnie Howard (lonnie.howardi@cptcedu); Luke
Robins (Irebinsf@pencoledul; Marty Brown; Marty Cavalluzzi
{mcavalluzzid pierce.ctc.edu); Mary Ellen Ckeeffe
(manyellen.okeeffel@seattlecollegesedu); Michael Scroggins; Michele Johnson;
Pamela Transue (ptransueiftacomacc.edul; Patricia Mok eown
(pmckeowni@bicctcedu]; Paul Tracy Killpatrick
(paulkillpatrick iseatidecolleges.edu); Rich Cummins
(roumminsi@columbiabasinedu); Ron Langrell  (fangrel @ bates. ctc edu);
Margan, Scott Morgan, Scott; Steve Hanson (shanson@incedu); Steven VanAusdle

(stevenvanausdle@wworedu); Terry Leas (terryli@bigbend.edu); Tim
Stokes (tstokes@spscoedu); Tom Keegan (thomas keeganiflskagitedu)
Subject: [BAC] Financizl Statement Pilot Project Update - March 2014
Attachments: ATTOO00 L bt

Dear Presidents,
This message is also being sent to Business Officers.

| will be attending the BAR meeting and therefore am unable to attend WACTC. Nonetheless, | wanted to share a few
key updates regarding the financial statement pilot project.

Mowve to Annual Audits

After discussions with WACTC OBC, the full WACTC, BAC members from the pilot colleges, BAC Operations Committee,
and the full BAC, the consensus is to move to annual preparation and finandial statements (rather than every other
year]. You may recall that the pilot group identified that the learning curve involved in preparing financial statements is
considerable — and felt that preparing financial statements annually will make this much more manageable, especially as
colleges begin to transition to ctclink.

Workload Impacts

In part due to the learmning curve mentioned above, but also due to the technical demands of the project, the pilot group
has experienced very significant workload impacts. Several of the pilot colleges are struggling to complete this

work. Mot only are these impacts more than we originally expected, we now realize that much of the impact will be
ongoing. For most colleges, completing the statements is best overseen by existing employees with broad knowledgs of
the college’s operations and finances. However, there is a considerable need for either additional hands to help prepare




the statements or for additional staff to backfill work that would otherwize be done by employees now engaged in
preparing financial statements.

Your BAC members are in best position to determine the gap between their current staffing and future needs. For non-
pilot colleges who are locking at their future nesds, here are some dates to be aware of:

Mow — July 2014 — College personnel are reviewing SBCTC-provided list of things they can do to get ready —and

incorporating as much as they can as they enter year-end closing

August 2014 — State Board workshops: training on financial statement preparation tools

September 2014 — BAR/BAC training session with GASB

October — December 2014 — College personnel heavily involved in financial statements

Janmuary 2015 - March 2015 — State Auditor's Office most readily available to conduct audits

Independence of State Auditor

| pericdically get guestions about whether the State Auditor's Office is sufficiently independent for their opinion on
college financial statements to be acceptable under accreditation standards. The confusion may be the result of the
different construction, roles and mission of auditor offices in various states. In Washington, the 3tate Auditor is a state-
wide elected position and meets the independence requirements of Senerally Accepted Government Auditing Standards
as published by the U.5. Government Accountability Office. | alse contacted Sandra Elman, the Executive Director of
NWCCU and verbally verified her understanding Washington 540 audits meet the “by professionally qualified
personnel” element of the standard.

Audits of Foundations
| comtinue to get questions about why and how College Foundations are included in the college’s financial
statements. As to why, there are two possible criteria that lead to induding Foundations.

It is unlikely that any of the college foundations meet the “financially accountable™ criteria:
*  College appoints voting majority, and
*  Can impose its will on Foundation, or
* Foundation is fiscally dependent [e.g. college approves Foundation budget] and provides significant financial
benefit or burden on college

However, it is likely the foundations meet the “would be misleading to exclude™ criteria:
*  Based on nature and significance of relationship
# | egally separate, tax-exempt organizations should be reported if all conditions are met:
o Economic resources received or held are entirely or almost entirely for the direct benefit of college and
its constituents (students, faculty, staff), and
o College is entitled to or has the ability to otherwise access a majority of the economic resources
received or held by the Foundation. (GASE explains in a footnote that they intend this as 2 broad
concept, not about control, giving the example that if a college “historically recerved a majority of
economic resources” provided by the Foundation, it then meets this element), and
o Foundation's resources are significant to the College.

A= a result, almost all of the colleges will include Foundation financial statement information in their financial
statements. The included Foundation information should be audited annually, allowing the State Auditor to rely on the
work of other auditors.

Az to howi, we hawve three options for discrete presentation of Foundation financial information in the cellege’s financial
statements.

Separate column on the face of the college’s financial statements
Since Foundations report under FASE and colleges report under GASB, this is gwkwaord and resuits in certain line
descriptions only applying to one or the other. For this inougural financial stotement for the colleges, the pilot group
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thought this might be too difficelt to explain to the financiol stotement regders, along with everything else that will need
to be explained.

Include face of Foundation's statements in the college’s financial statements, along with a note describing the
relationship and how reader can get a full copy of the Foundation financial statements.
This is the least impact on worklood.

Include a condensed version of the Foundation's statements in the notes to the colleze’s financial statements [GASE
defines minimwm elements that must be included in the condensed data).

We looked ot common practice amang Washington’s six public four-year colleges. Al include their foundations as a
component umit. One college blends their Foundation, five report discretely. Of those who report discretely, two use the

columnar format, while three include the face of their Foundation’s financial statements in their own. None use the
condensed statement approach.

The pilot group has chosen the second option.
Please don't hesitate to contact me if you have any questions about the pilat project.

Joann Wiszmann
Interim Accounting Services Director
Washington 5tate Board for Community and Technical Colleges

1300 Quince Street | PO Box 42495 | Olympia, WA 38504-2495
P: (360) 704-4380
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