November 13, 2009

To:
Peralta Board of Trustees, Audit & Finance Committee


For consideration at November 16 meeting

From:
Inger Stark

I am sending this correspondence because I am unable to attend the Audit & Finance Committee meeting on November 16th in the afternoon.  I teach classes at that time.

I want to start by saying that my interest and comments are prompted by a strong desire to see Peralta raise its standard of clarity and transparency on fiscal information and decision making.  I believe that anything less than dissemination of clear, timely, and accurate financial data creates a district-wide climate of misinformation, distrust, and conflict.  I ask that, beginning right now, you use your power as Trustees to set a high, and uncompromising, standard for financial data and reporting.

My comments fall into two categories, 1) suggestions for improved presentation, and 2) discrepancies and confusing data within the current budget book. 

In regards to improved presentation, you might find it helpful to review and evaluate other budget books/presentation materials for excellent models.  Below are three suggestions from other multi-college districts similar to ours that are easy to read and understand:

Ventura CCD: http://www.vcccd.edu/departments/budget/budget_documents.shtml
Los Angeles CCD: http://www.laccd.edu/budget/
Foothill De Anza CCCD: http://business.fhda.edu/budget/annual
These three offer a range of presentation styles and varying degrees of description/logic.  It seems important, given the implications of budgetary cut backs, to offer a measure of description and logic to the budget book.  One thing Peralta’s book does, that most others do not, is to present fiscal data for past years; this is excellent and I hope it’s not lost in any changes you recommend.

At the very least, it would be helpful to make the following revisions:

1)  Correct budget book inaccuracies and discrepancies corrected

2)  Insert a table of contents with all pages numbered accordingly
3)  Provide a brief explanation of the implications of the state budget crisis on Peralta’s budget

4)  Include a summary of all the district’s reserve money with an outline of any that is unavailable for expenditure because of future obligations and liabilities 
5)  Provide a summary of Peralta’s overall budget
6)  Include a summary and explanation of budget reductions (examples: to Hourly Instructors and Categorical programs)
7)  Include a summary and explanation of any significant increases in expenses (example: new expense item titled “Unallocated College Distribution” in the amount of $3,972,730 under the Central Support Services Unrestricted Fund – page 69 or Section III, Page 18).
8)  Insert simple and clear representations of percentages for each expense category, and comparisons among the colleges and central services

9)  Provide a summary of plans to meet future liability obligations
10) Include summaries for each fund

Making these revisions will set a high standard for budget presentation.
I want to say, again, that my interest in fiscal matters is grounded in a strong desire to see Peralta improve its financial reporting because I believe that doing so will improve the morale, functionality, and productivity of all Peralta constituents.
The following is an outline of discrepancies and confusing data that exist in the current version of the budget.  Because the pages of the budget book are not numbered, it’s difficult to reference pages; therefore I will identify pages based on my own numbering, beginning with the page following the cover as page #1.

1.    Page 7, “Enrollment Data Updated,” is unclear and very confusing.  For example, in the yellow box mid-page on the left, what do the numbers represent?  I’m assuming they represent FTES (?) but they don’t match the numbers listed on the larger, multi-colored chart. It is important for these data to be clear and unambiguous because these data are used to make decisions about how many sections to offer and/or cut to balance the budget.
2.    Page 15, “Education Services,” (allocation data), is even more confusing.  While this may be a very useful internal document, it doesn’t present data in a clear or explanatory way.  Again, this is very important data because it illustrates important fiscal decisions about spending and cuts in categorical programs.

3.    On page 17, “Fall Enrollment Comparison,” the FTES numbers presented do not match the FTES numbers presented on page 7.  On page 7, the number given for Fall 09 is 9607, but on page 17 the number given is 9424.

4.    Page 23, on OPEB bonds, is an outdated document used to describe the benefits of the OBEB bond measure.  It was written sometime before 2005.

5.    Page 24, “Percent of General Fund Budget” - when I ran comparison percentages, I came up with different figures.  It’s not clear what number is used as the total General Fund Budget.

6.    Page 26, “Table of Contents” is inaccurate and the subsequent pages are not numbered to match.  The information is listed as “2006-2007 Adopted Budget by Fund.”
7.    Pages 27-29 (Section I, Pages 1-3) identify state funding as “Program Based Funding.”  State funding for community colleges is no longer called “Program Based Funding.”  State funding includes a base allocation and funding per FTES.

8.    While I understand that this document is not a general ledger, it seems that transfers should be listed clearly and distinctly (i.e. each one independent) and that all inter-fund transfers should be represented by a debit and credit.  So, for example, in 08/09 there is a transfer of $9,000,000 on the Berkeley City College Construction Fund (page 43 or Section II, Page 7) listed as “Measure E Transfer.”  But this transfer doesn’t show up on the Measure E fund sheet (page 40 or Section II, Page 4).  In 05/06 a similar transaction was listed and it shows up on both Fund sheets.  Similarly, there is a transfer listed on Unrestricted Discretionary (etc) expenditures (page 33 or Section I, page 7) for $135,000 to “Associated Student - Book Com Split.”  But on the Associated Student Funds sheet (page 50 or Section II, page 14), the transfer is listed at $170,000.  These should match. There are other transfers listed that are unclear.

9.    On the Unrestricted General Funds summary (page 33 or Section I, Page 7), the amount listed as transferred to Restricted Funds for DSPS is $1,157,665 but on the Restricted General Funds sheet (page 34 or Section I, Page 8) the amount is listed as $1,117,008.

10.    On the Restricted General Funds sheet (page 34 or Section I, Page 8), under “Sources of Funds,” the amount listed as coming from the State is $9,140,202.  However, on the following page (which should delineate but match the previous page), the “State Sources” only lists $7,473,602 and, therefore there is a discrepancy of over 1.6 million dollars.  These two pages have other smaller amount discrepancies for “Local” Source and for DSPS transfer.

11.    The sheet for Berkeley City College Construction Fund (page 43 or Section II, Page 7) has an ending balance for 08/09 of ($17,188,818) and a beginning balance for 09/10 of $6,609,644.  This is impossible.

As an invested member of the Peralta community, I am happy to help effect change in relation to accessible and clear financial data and reports.  Please let me know how I can help support your work in accomplishing these outcomes.

Inger Stark

