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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS

BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Peralta Community College District
Oakland, California

We have audited, in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States, the basic financial statements of Peralta Community College District
(the District) as of and for the year ended June 30, 2013, and the related notes to the financial statements, which
collectively comprise the District's basic financial statements and have issued our report thereon dated
December 5, 2013.

As discussed in the Notes to the basic financial statements, the accompanying financial statements reflect certain
changes required as a result of the implementation of GASB Statement No. 62 for the year ended June 30, 2013.
These changes require a restatement of the beginning net position of the District as discussed in Note 18. Our
opinion is not modified with respect to this matter.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the District's internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing our opinions on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the District's internal control. Accordingly, we do not express an opinion on the
effectiveness of the District's internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were not
identified. However, as described in the accompanying Schedule of Findings and Questioned Costs, we identified
certain deficiencies in internal control that we consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the District's financial statements
will not be prevented, or detected and corrected, on a timely basis. We consider the deficiencies described in the
accompanying Schedule of Findings and Questioned Costs as items 2013-1 and 2013-2 to be material
weaknesses.
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A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than
a material weakness yet important enough to merit attention by those charged with governance. We consider the
deficiency described in the accompanying Schedule of Findings and Questioned Costs as item 2013-3 to be a
significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliance or other matters that are required to be reported under Government Auditing
Standards.

We noted certain matters that we reported to management of the District in a separate letter dated December 5, 2013.

Peralta Community District's Responses to the Findings

The District's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. The District's responses were not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, we express no opinion on the responses.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the District's internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the District's internal control and compliance. Accordingly, this communication is not
suitable for any other purpose.

Rancho Cucamonga, California
December 5, 2013
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE FOR EACH
MAJOR PROGRAM AND REPORT ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY OMB CIRCULAR A-133

Board of Trustees
Peralta Community College District
Oakland, California

Report on Compliance for Each Major Federal Program

We have audited Peralta Community College District's (the District) compliance with the types of compliance
requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of the District's major Federal programs for the year ended June 30, 2013. The District's major
Federal programs are identified in the Summary of Auditors' Results section of the accompanying Schedule of
Findings and Questioned Costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its Federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the District's major Federal programs based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable
to financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of State, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
assurance about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major Federal program occurred. An audit includes examining, on a test
basis, evidence about the District's compliance with those requirements and performing such other procedures as
we consider necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major Federal
program. However, our audit does not provide a legal determination of the District's compliance.
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Basis for Qualified Opinion on Major Federal Programs

As described in the table below and the accompanying Schedule of Findings and Questioned Costs, the District
did not comply with requirements regarding:

Program Name and Catalog of Finding

Compliance Requirement Federal Domestic Assistance (CFDA) Number Number

Allowable Costs

U.S. Department of Education (DOE), Higher Education Institutional Aid -

Strengthening Institutions Program, Title III (CFDA #84.031A), Higher

Education Institutional Aid - Strengthening Institutions Pathways,

Systems, and Services to Maximize Student Success (CFDA #84.031A),

Career and Technical Education Act (CTEA) Title I, Part C

(CFDA #84.048)

2013-4

Equipment and Real

Property Management

U.S. Department of Education (DOE), Carl D. Perkins - Career and

Technical Education Act (CTEA) Title I, Part C (CFDA #84.048)
2013-5

Special Test - COD

Reporting

U.S. Department of Education (DOE), Student Financial Assistance

Cluster - U.S. Department of Education (DOE), Federal Pell Grant

Program (CFDA #84.063) and Federal Direct Student Loans

(CFDA #84.268)

2013-6

Special Test - Return to

Title IV

U.S. Department of Education (DOE), Student Financial Assistance

Cluster (CFDA #84.007, #84.268, #84.033, #84.063)
2013-7

Special Test - Direct Loan

Reconciliations

U.S. Department of Education (DOE), Student Financial Assistance

Cluster (CFDA #84.007, #84.268, #84.033, #84.063)
2013-8

Compliance with such requirements is necessary, in our opinion, for the District to comply with the requirements
applicable to that program.

Qualified Opinion on Major Federal Programs

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the District
complied, in all material respects, with the types of compliance requirements referred to above that could have a
direct and material impact on the programs noted above for the year ended June 30, 2013.

Unmodified Opinion on Each of the Other Major Federal Programs

In our opinion, the District complied, in all material respects, with the types of compliance requirements referred
to above that could have a direct and material effect on each of its major Federal programs identified in the
Summary of Auditors' Results section of the accompanying Schedule of Findings and Questioned Costs for the
year ended June 30, 2013.
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Other Matters

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be reported in
accordance with OMB Circular A-133 and which is described in the accompanying Schedule of Findings and
Questioned Costs as item 2013-9. Our opinion on each major Federal program is not modified with respect to
these matters.

The District's responses to the noncompliance findings identified in our audit are described in the accompanying
Schedule of Findings and Questioned Costs. The District's responses were not subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on the
responses.

Report on Internal Control Over Compliance

Management of the District is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the District's internal control over compliance with the types requirements that could
have a direct and material effect on each major Federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major Federal
program and to test and report on internal control over compliance in accordance with OMB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of the District's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a Federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance, such that there is a reasonable possibility that
material noncompliance with a type of compliance requirement of a Federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a Federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and, therefore, material weaknesses or significant deficiencies may
exist that were not identified. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses. However, we identified certain deficiencies in internal control over
compliance described in the accompanying Schedule of Findings and Questioned Costs as items 2013-4 through
2013-8 that we consider to be significant deficiencies.

The District's responses to the internal control over compliance findings identified in our audit are described in the
accompanying Schedule of Findings and Questioned Costs. The District's responses were not subjected to the
auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the responses.
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The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

Rancho Cucamonga, California
December 5, 2013
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INDEPENDENT AUDITORS' REPORT ON STATE COMPLIANCE

Board of Trustees
Peralta Community College District
Oakland, California

Report on State Compliance

We have audited Peralta Community College District's (the District) compliance with the types of compliance
requirements as identified in the California Community Colleges Chancellor's Office District Audit Manual issued
in April 2013 that could have a direct and material effect on each of the District's programs as noted below for the
year ended June 30, 2013.

Management's Responsibility

Management is responsible for compliance with the requirements identified in the California Community
Colleges Chancellor's Office District Audit Manual issued in April 2013.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance of each of the District's programs based on our audit of
the types of compliance requirements referred to above. We conducted our audit in accordance with auditing
standards generally accepted in the United States of America and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States. These
standards require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the compliance requirements referred to above could have a material effect on the applicable programs noted
below. An audit includes examining, on a test basis, evidence about the District's compliance with those
requirements and performing such procedures as we consider necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the
District's compliance with those requirements.

Basis for Qualified Opinion

As described in the accompanying Schedule of Findings and Questioned Costs, the District did not comply with
requirements regarding 425 Residency Determination for Credit Courses, 427 Concurrent Enrollment of K-12
Students in Community College Credit Courses, 433 CalWORKS, 474 Extended Opportunity Programs and
Services (EOPS) and Cooperative Agencies Resources for Education (CARE), and 475 Disabled Student
Programs and Services (DSPS). Compliance with such requirements is necessary, in our opinion, for the District
to comply with the requirements applicable to those programs.

Qualified Opinion

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, the District
complied, in all material respects, with the types of compliance requirements referred to above for the year ended
June 30, 2013.
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Unmodified Opinion for Each of the Other Programs

In our opinion, the District complied, in all material respects, with the compliance requirements referred to above
that are applicable to the programs noted below that were audited for the year ended June 30, 2013, except as
described in the State Awards Findings and Questioned Costs section of the accompanying Schedule of Findings
and Questioned Costs.

Other Matters

In connection with the audit referred to above, we selected and tested transactions and records to determine the
District's compliance with State laws and regulations applicable to the following:

Section 421 Salaries of Classroom Instructors (50 Percent Law)
Section 423 Apportionment for Instructional Service Agreements/Contracts
Section 424 State General Apportionment Funding System
Section 425 Residency Determination for Credit Courses
Section 426 Students Actively Enrolled
Section 427 Concurrent Enrollment of K-12 Students in Community College Credit Courses
Section 431 Gann Limit Calculation
Section 433 CalWORKS
Section 435 Open Enrollment
Section 437 Student Fees – Instructional and Other Materials
Section 438 Student Fees – Health Fees and Use of Health Fee Funds
Section 474 Extended Opportunity Programs and Services (EOPS) and Cooperative Agencies Resources

for Education (CARE)
Section 475 Disabled Student Programs and Services (DSPS)
Section 479 To Be Arranged (TBA) Hours
Section 490 Proposition 1D State Bond Funded Projects
Section 491 Proposition 30 Education Protection Account Funds

The District reports no Instructional Service Agreements/Contracts for Apportionment Funding; therefore, the
compliance tests within this section were not applicable.

The District reports no attendance within classes subject to the TBA Hours; therefore, the compliance tests within
this section were not applicable.

The District did not receive any monies from Proposition 1D State bond funds; therefore, the compliance tests
within this section were not applicable.

The District's responses to the findings identified in our audit are described in the accompanying Schedule of
Findings and Questioned Costs. We did not audit the District's responses and, accordingly, we express no opinion
on the responses.

Rancho Cucamonga, California
December 5, 2013



80

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
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FINANCIAL STATEMENTS

Unmodified

Yes

Yes

No

FEDERAL AWARDS

No

Yes

Qualified

CFDA Numbers Name of Federal Program or Cluster

84.031A, 84.031L

Higher Educational Institutional Aid - Strengthening

Institutions Program, Title III

Higher Educational Institutional Aid - Strengthening

Institutions Pathways, Systems, and Services to

Maximize Student Success

Higher Educational Institutional Aid - AANIPISI Initiative

84.063, 84.007, 84.033, 84.268 Student Financial Assistance Cluster

84.048 Career and Technical Education Act (CTEA), Title I, Part C

Yes

CFDA Numbers Name of Federal Program or Cluster

84.063, 84.007, 84.033, 84.268 Student Financial Assistance Cluster

84.031A, 84.031L

Higher Educational Institutional Aid - Strengthening

Institutions Program, Title III

Higher Educational Institutional Aid - Strengthening

Institutions Pathways, Systems, and Services to

Maximize Student Success

Higher Educational Institutional Aid - AANIPISI Initiative

84.042A Trio Student Support Services

84.048 Career and Technical Education Act (CTEA), Title I, Part C

17.258 Workforce Investment Act (WIA) Cluster

17.269

WIA Community Based Job Training Grants

WIA Community Based Job Training Grants - Bay CEC

17.275

Program of Competitive Grants for Worker Training and

Placement in High Growth and Emerging Industry Sectors

47.076 Educating Technicians for Building Automation and Sustainability

300,000$

Auditee qualified as low-risk auditee? No

STATE AWARDS

No

Yes

Qualified

Type of auditors' report issued:

Internal control over financial reporting:

Material weaknesses identified?

Significant deficiencies identified?

Noncompliance material to financial statements noted?

Internal control over major programs:

Material weaknesses identified?

Significant deficiencies identified?

Type of auditors' report issued on compliance for major programs:

Unmodified for all major programs except for the following programs which were qualified:

Type of auditors' report issued on compliance for State programs:

Any audit findings disclosed that are required to be reported in accordance with

Circular A-133, Section .510(a)?

Identification of major programs:

Dollar threshold used to distinguish between Type A and Type B programs:

Internal control over State programs:

Material weaknesses identified?

Significant deficiencies identified?
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The following findings represent significant deficiencies, material weaknesses, and/or instances of noncompliance
related to the financial statements that are required to be reported in accordance with Government Auditing
Standards.

2013-1 FINANCIAL RECONCILIATION PROCESS

Criteria or Specific Requirement

The accounting system used to record the financial affairs of any community college district shall be
in accordance with the definitions, instructions, and procedures published in the California
Community Colleges Budget and Accounting Manual (BAM). Colleges are also required to present
their financial statements in accordance with generally accepted accounting principles (GAAP).

Condition

Material Weakness - Many errors were made within the closing process of the District's financial
records during the current fiscal year. Material adjustments and reclassifications were required to
conform to the BAM. Errors were found in several accounts including, but not limited to:

Suspense Accounts:

The District has a number of suspense accounts associated with their receivables and liabilities. The
purposes of a suspense account is to be used as a temporary recording of information as the
accounting could not be determined or does not appear reasonable at the time that the transaction is
recorded. When the proper account is determined, the amount should be removed from the suspense
account to the proper account. Suspense accounts should be cleared out regularly; they are for
temporary use only. The District is not properly reconciling these accounts. These suspense
accounts have balances at year end that are not reconciled.

Student Accounts Receivable:

The student accounts receivable account balance as of year end had activity accounted for in the
student accounts receivable account, as well as their deferred revenue account for activity related to
the following fiscal year. These amounts were not reconciled.

Campus Accounts:

Several of the District's cash accounts being held at the campus locations were not being actively
monitored during the year. Reconciliations were not performed during the year, and the accounts
showed several errors. There appears to be a lack of oversight over the various cash accounts held at
the individual campuses.

Cash Accounts:

Bank reconciliations for all bank accounts are not being obtained by the District Office on a monthly
basis.
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Effect

Many material adjustments to the general ledger were proposed as a result of the audit procedures.
These adjustments were accepted by management to ensure the financial statements were presented
fairly.

Cause

The oversight controls over the closing process appear not have been adhered to, resulting in
adjustments and a material weakness.

Recommendation

The District needs to develop a closing procedure calendar at year end to ensure that all information
is prepared, reviewed, and reconciled. The number of suspense accounts used should be examined,
and the accounts should be cleared out on a monthly basis. The District should ensure monthly
review of campus accounts to ensure that all information is being accounted for completely and
accurately.

Management's Response and Corrective Action Plan

Due to the departure of an employee in the key position within the District Office in the middle of the
closing and annual audit, the oversight controls over the closing process had some challenges. There
were misunderstandings between the exiting person and the remaining staff as to what steps had been
completed and which still needed to be completed. The year-end closing checklist has been modified
to include the areas of concern, and will be jointly owned by all of the financial staff.

Suspense Accounts are used to record the liabilities for payroll related items. The account balances
will be reconciled on a regular basis.

The year-end closing checklist has been modified to include the journal entry to adjust the Student
Accounts Receivables and Deferred Revenue accounts.

The District will require monthly cash reconciliations for all cash accounts held at the campus
locations.

All bank accounts reconciliations will be completed and held at the District Office.

2013-2 DEFERRED COMPENSATION FUND

Criteria or Specific Requirement

The Fiduciary Funds Group is used to account for assets held by the District in a trustee or agency
capacity for individuals, private organizations, other governmental units, and or/other funds.
Fiduciary funds are accounted for on the full-accrual basis.
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Condition

Material Weakness - The District is not correctly accounting for the activity within the Deferred
Compensation Fund. Long-term debt and investment account balances were not accurately
accounted for within the fund. All associated debt related transactions were not accurately accounted
for within the fund including refunding and posting prior year transactions. The beginning balance
did not agree to prior year ending balance per audited financial statements. The District continues to
show debt balances and investment balances for debt that has been refunded in prior years.

Effect

Material adjustments were proposed as a result of the audit procedures. These adjustments were
accepted by management to ensure the financial statements were fairly stated.

Cause

The District does not have an individual responsible for accounting for all the transactions within the
fund. There was no review process over the accounting for the fund during the year.

Recommendation

The District should assign the responsibility of posting and reconciling all Deferred Compensation
Fund activity. This should include the investment and debt activities. All postings should be
reviewed on a regular basis by an individual other than the preparer who has knowledge of the
activities accounted for within the fund.

Management's Response and Corrective Action Plan

The prior year transactions that were not recorded will be recorded this year as audit adjustments
bringing the beginning and ending balances in alignment. By doing this, the activity in this fund will
be accounted for correctly. This account is reconciled on a monthly basis by one of the accounting
staff in the finance department, and reviewed by the Director of Fiscal Services.

2013-3 ANNUAL FINANCIAL AND BUDGET REPORT

Criteria or Specific Requirement

The Annual Financial and Budget Report (CCSF-311) is used primarily as an "internal" financial
report for use within the Community College System for comparing financial results across
California community college districts. Districts are required to submit four quarterly reports to the
State Chancellor's Office including the final CCSF-311.

Condition

Significant Deficiency - The District's CCSF-311 report was not completed accurately. There were
several differences from the District's general ledger to the CCSF-311.
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Effect

The District was required to re-submit their CCFS-311 report to correct the inaccuracies throughout
the report.

Cause

The District did not have an adequate review procedure over the submitting of the CCFS-311 report.

Recommendation

The District should ensure that once the CCFS-311 report is completed, an individual other than the
preparer reviews the report by agreeing the information to the general ledger prior to submittal. The
individual should verify for consistencies throughout the report, as well as classifications.

Management's Response and Corrective Action Plan

The program used to extract the data for input into the State Chancellor's Office for the Annual
Financial and Budget Report (CCSF-311) was not extracted correctly. The staff in finance has
worked with the Information Technology staff to develop a report that accurately extracts the data for
future use. This new report was used to key the corrected information into the State Chancellor's web
page. The year-end closing schedule has been modified to include a separate review by the
Vice Chancellor of Finance and Administration.
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The following findings represent significant deficiencies and/or instances of noncompliance including questioned
costs that are required to be reported by OMB Circular A-133.

2013-4 TIME AND EFFORT REPORTING

Federal Program Affected

U.S. Department of Education (DOE), Higher Educational Aid - Strengthening Institutions Pathways,
Systems, and Services to Maximize Student Success (CFDA #84.031A)
Career and Technical Education Act (CTEA) Title I, Part C (CFDA #84.048)
U.S. Department of Labor (DOL), Program of Competitive Grants for Worker Training and
Placement in High Growth and Emerging Industry Sectors (CFDA #17.275)

Criteria or Specific Requirement

The requirements for allowable costs/cost principles are contained in the A-102 Common Rule,
OMB Circular A-110 (2 CFR Section 215.27), program legislation, Federal awarding agency
regulations, and the terms and conditions of the award. Cost principles are contained in:

OMB Circular A-21, "Cost Principles for Educational Institutions" (2 CFR part 220) - All
institutions of higher education are subject to the cost principles contained in OMB Circular A-21.

Condition

Significant Deficiency - Individuals working within the program did not timely or accurately certify
the actual time spent working within the Federal programs. Time studies were completed incorrectly
for individuals who work either full-time or part-time on the program as required by OMB.

Questioned Costs

No questioned costs are noted; the District was able to provide support showing the employees were
working on the Federal program.

Context

A significant amount of the Federal expenditures related to these programs are derived from payroll
costs. Further, there does not appear to be adequate policies and procedures to ensure that the
certifications are completed accurately, reviewed, and submitted timely.

Effect

Without the accurate time studies and certifications, the District is not able to effectively monitor
payroll charges applied to applicable grants, as well as to ensure compliance with the appropriate
OMB Circular requirements.
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Cause

Time certifications were not completed or reviewed in a timely manner.

Recommendation

The District should have all individuals working on any Federal program certify their time as
required by OMB in a timely manner and be reviewed by an appropriate individual.

Management's Response and Corrective Action Plan

The District revised its procedure to request time and effort certifications in a timely manner. The
District will continue to work with the programs listed in this finding to ensure time and effort
certifications are completed, reviewed, and submitted timely and accurately.

2013-5 EQUIPMENT MANAGEMENT

Federal Program Affected

U.S. Department of Education (DOE), Carl D. Perkins - Career and Technical Education Act (CTEA)
Title I, Part C (CFDA #84.048)

Criteria or Specific Requirement

OMB Circular A-110, Subpart C, Section 34 (3) and (4) requires a physical inventory of equipment
purchased with Federal grant dollars every two years and requires a system of internal controls to
adequately safeguard the equipment and prevent loss or damage to the equipment.

Condition

Significant Deficiency - While the District does conduct physical inventories every two years, it has
not maintained an inventory control system that specifically identifies equipment purchased with
Federal funds to satisfy the compliance criteria noted above.

Questioned Costs

None.

Context

During the current fiscal year, the District spent approximately $124,000 from the CTEA Title I,
Part C funding on capital outlay.

Effect

Equipment purchased through the program may not be properly safeguarded and maintained for use
within the program.
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Cause

The District has not implemented policies and procedures to ensure compliance with Federal
requirements.

Recommendation

Written procedures should be prepared that provide evidence of appropriate controls over inventory.
The inventory results should be assessed by appropriate administrators to ensure that equipment
purchased through the Federal programs is safeguarded and accounted for.

Management's Response and Corrective Action Plan

The District made modification to the purchasing process to allow for the tracking of all equipment
purchases made with Federal funds. As of February 2013, the process to accurately tag and track all
Federal equipment purchases with State and Federal funds was implemented. An additional asset tag
is being placed on the items. These tags are tracked and maintained in the Purchasing Office of the
District.

2013-6 COMMON ORIGINATION AND DISBURSEMENT (COD) REPORTING

CAMPUS: MERRITT COLLEGE

Federal Programs Affected

Student Financial Assistance Cluster - U.S. Department of Education (DOE), Federal Pell Grant
Program (CFDA #84.063), and Federal Direct Student Loans (CFDA #84.268)

Criteria or Specific Requirement

34 CFR Section 690.83: Submission of reports, Disbursements To or On Behalf of Students A-133
Compliance Supplement: Student Financial Assistance Cluster:

Schools submit Pell origination records and disbursements records to the COD. Origination
records can be sent well in advance of any disbursements, as early as the school chooses to
submit them for any student the school reasonably believes will be eligible for a payment. A
school follows up with a disbursement record for that student no more than 30 days before a
disbursement is to be paid. The disbursement records reports the actual disbursement date and
the amount of the disbursement. ED processes origination and/or disbursement records and
returns acknowledgments to the school. Institutions must report student payment data within
30 calendar days after the school makes a payment; or becomes aware of the need to make an
adjustment to previously reported student payment data or expected student payment data.
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Condition

During our review of the requirements for disbursement to or on behalf of students processed at the
District, it was observed that the process dates reported in the COD files were more than 30 calendar
days after the disbursement dates reported in the COD files in the District's financial records.

Questioned Costs

None noted.

Context

The condition was identified as a result of reviewing the District's compliance requirements for
disbursements to or on behalf of students.

Effect

The District is not in compliance with the Federal requirements described in the A-133 Compliance
Supplement.

The District can potentially face future financial sanctions or penalties from DOE if the District fails
to take corrective actions to remedy the condition identified.

Recommendation

It is recommended that the District implement procedures to ensure that the student data is reported
to the COD within the required 30 calendar days.

Management's Response and Corrective Action Plan

The District has provided and will continue to provide the necessary training and guidance to Merritt
College staff to ensure all Pell and Direct Loan payments are reported to COD within the 15 day
timeframe. Currently, all Pell payment records are transmitted in batches on a weekly basis using our
financial aid software system. Beginning in 2014-2015, the District will migrate to a new financial
aid software system. With the enhanced features of our new software and the usage of TD client, all
transmissions of Pell Origination and Disbursement records will be automated and scheduled on a
weekly basis. This will ensure compliance with the Department of Education. Additionally, the
District has hired an Internal Auditor to review and maintain compliance issues. The internal auditor
will be working with the District director in ensuring best practices and maintaining compliance.
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2013-7 SPECIAL TESTS AND PROVISIONS – RETURN TO TITLE IV

CAMPUS: MERRITT COLLEGE

Program

U.S. Department of Education (ED), Student Financial Assistance Cluster (CFDA #84.007, #84.268,
#84.033, and #84.063)

Federal Programs Affected

CFDA #84.007, #84.268, #84.033, and #84.063

Criteria or Specific Requirement

A-133 Compliance Supplement, 34 CFR Section 668.22(j):

Return of Title IV funds are required to be deposited or transferred into the Student Financial
Assistance (SFA) account or electronic funds transfer initiated to ED as soon as possible, but no later
than 45 days after the date the institution determines that the student withdrew. Returns by check are
late if the check is issued more than 45 days after the institution determined the student withdrew, or
the date on the cancelled check shows the check was endorsed more than 60 days after the date the
institution determined that the student withdrew.

Condition

Significant Deficiency - During our review of the requirements for Return of Title IV funds, we were
not able to determine when Merritt College had returned the required funds.

Questioned Costs

Total questioned costs are $1,362. Merritt College was unable to provide documentation proving that
the funds were returned within the required time frame.

Context

There were four students out of a population of thirty-five where the campus was not able to provide
supporting documentation that the funds were returned within the 45 day requirement.

Effect

The District is not in compliance with the Federal requirements described in A-133 Compliance
Supplement 34 CFR section 668.22(j).

Cause

The District has not implemented policies and procedures to monitor the Return of Title IV funds.



PERALTA COMMUNITY COLLEGE DISTRICT

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2013

91

Recommendation

It is recommended that the District implement procedures to ensure that the Return of Title IV funds
occurs within 45 days from the date the District determines the student withdrew from all classes. In
addition, the District needs to ensure that all amounts owed are returned.

Management's Response and Corrective Action Plan

In response to the 2012-2013 audit finding, Merritt College will have the following policy in place
for 2013-2014 and moving forward:

1) A report is run each week that indicates students who withdrew from all coursework and
have received Federal financial aid funds from Merritt.

2) Based on the report provided, Merritt financial aid staff will determine if the student has
received his/her financial aid disbursement.

3) If the student has picked up the financial aid payment, the financial aid office will
immediately initiate a return to Title IV (R2T4) calculation to determine how much the
student owes back to the institution.

4) Once the calculation is performed, the institution will back out funds from COD. This
process will be completed before the 45 day requirement. According to Federal
regulations, this process must be completed within 45 days. The institution is liable for
the amount the student is owed.

5) The financial aid office will contact the student via mail and phone call to notify the
student that he/she must return the funds back to the institution.

6) The financial aid office will input a service indicator into the student PeopleSoft account
to prevent enrollment from the student until the student resolves the Federal
overpayment.

7) Once the overpayment is returned to the institution, the indicator will be lifted and the
funds will refund back into a district account.

8) The District director has provided a training guide to Merritt College financial aid staff
for R2T4 procedures.

9) The District has hired an internal auditor to review and maintain compliance issues. The
internal auditor will be working with the District director in ensuring best practices and
maintaining compliance.

2013-8 SPECIAL TESTS AND PROVISIONS - DIRECT LOAN RECONCILIATIONS

CAMPUS: LANEY COLLEGE, COLLEGE OF ALAMEDA, AND MERRITT COLLEGE

Program

U.S. Department of Education (DOE), Student Financial Assistance Cluster (CFDA #84.007,
#84.268, #84.033, and #84.063)
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Federal Programs Affected

U.S. Department of Education (DOE), Federal Direct Student Loans, CFDA #84.268

Criteria or Specific Requirement

According to the OMB Circular A-133 and 34CFR sections 685.102(b), 685.301, and 685.303,
Institutions must report all loan disbursements and submit required records to the Direct Loan
Servicing System (DLSS) via the Common Origination and Disbursement (COD) within 30 days of
disbursement (OMB No. 1845-0021). Each month, the COD provides institutions with a School
Account Statement (SAS) data file which consists of a Cash Summary, Cash Detail, and (optional at
the request of the school) Loan Detail records. The school is required to reconcile these files to the
institution's financial records. Since up to three Direct Loan program years may be open at any given
time, schools may receive three SAS data files each month.

Condition

Significant Deficiency - During our review of the direct loans, it was noted that the District did not
have adequate documentation to show that they were reconciling the SAS data file and the Loan
Detail records to the institution's financial records on a monthly basis.

Questioned Costs

No questioned costs.

Context

The District disbursed direct loan funds during the entire 2012-2013 fiscal year.

Effect

Without proper monitoring of Direct Loan disbursements, the District risks noncompliance with
34 CFR sections 685.102(b), 685.301, and 303.

Cause

The District has not implemented policies and procedures to verify that the SAS data file and the
Loan Detail records per the COD are reconciled to the institution's financial records.

Recommendation

It is recommended that the District implement procedures to ensure that the SAS data file and the
Loan Detail records per the COD are reconciled to the institution's financial records.
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Management's Response and Corrective Action Plan

In the past, the campuses were reconciling direct loan disbursements on a weekly basis. Beginning in
the 2013-2014 award year and moving forward, the colleges are now reconciling monthly using the
Direct Loan SAS report. The District has and will continue provided guidance and training to
designated staff at each of the campuses to ensure reconciliation is performed on a monthly basis to
comply with Federal regulations. Additionally, the District has hired an internal auditor to review
and maintain compliance issues. The internal auditor will be working with the District director in
ensuring best practices and maintaining compliance.

2013-9 FINANCIAL REPORTING

Federal Program Affected

National Science Foundation, Educating Technicians for Building Automation and Sustainability
(CFDA #47.076)

Criteria or Specific Requirement

The District is required to report to the oversight agency, on a quarterly basis, the activity for the
National Science Foundation, Educating Technicians for Building Automation and Sustainability.

Condition

Significant Deficiency - The District did not submit their fourth quarter report to the awarding agency
for the program.

Questioned Costs

None.

Context

Financial reporting to the awarding agency is a requirement and is the basis of review by the agency.

Effect

Allocations of Federal funds through the oversight agency may be impacted when reports are
incomplete, inaccurate, or untimely.

Cause

The District's controls over reporting for this program were not operating effectively.
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Recommendation

Controls should be implemented to ensure all reports are completed for the program.

Management's Response and Corrective Action Plan

The District is reinstating a Grant Manager position to oversee the entire grant application,
allocation, and reporting process. One of the position's responsibilities will be to ensure all reports
to all outside agencies are submitted in a timely manner.
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The following findings represent instances of noncompliance and/or questioned costs relating to State program
laws and regulations.

2013-10 425 RESIDENCY DETERMINATION FOR CREDIT COURSES

Criteria or Specific Requirement

Each district must act to ensure that only the attendance of California residents is claimed for
State support of credit classes.

Condition

Significant Deficiency - The residence verification process used by the District during the year was
not being followed at the Colleges. Students who had a questionable residency were not being
followed up by the College personnel and were automatically recorded as resident rather than
nonresidents. Also, testing for students participating in organized competitive sports could not be
accomplished as they were not able to provide Athletics Form 1. Therefore, residency could not be
verified to the form as required by the compliance guide.

Questioned Costs

None. All students marked with a #2 in the CCC Applied system should be assessed nonresident
fees.

Effect

Students that did not meet the definition of residency were included in the Annual CCFS-320
Attendance Report as California residency in error; therefore, the District adjusted their Annual
CCFS-320 Attendance Report to properly reflect those students who were recorded as residents and
assess the proper enrollment fees.

Cause

The District did not have a control in place to ensure that all students marked #2 in the system were
being properly verified as residents.

Recommendation

The District needs to record all students who were coded #2 in the CCC Applied system as a
nonresident. If the student provides proof of residency, then they can be changed back.

Management's Response and Corrective Action Plan

In April 2013, the District implemented the process to correct the default of unverified students as
nonresident. The District modified the software program, changing the default status of all students
marked #2 as nonresident, notifying those students via email that if this status is incorrect, they must
take action with the admissions and records office of the District.
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2013-11 427 CONCURRENT ENROLLMENT FOR K-12 STUDENTS IN COMMUNITY COLLEGE
CREDIT

Criteria or Specific Requirement

A community college district may claim FTES for the attendance of K-12 pupils who take courses
offered by the district under this concurrent enrollment arrangement only if it complies with the
following criteria:

 Education Code Sections 48800-48802, 76000-76002, and 84752.

 CCR, Title 5, Sections 51004, 51006, 51021, 53410, 55002, 55100, 58100-58108, 58050,

58051(a) (1), 58051.5, 58052, 58056(a), 58058, 58060, and 59300 et seq.

 Legal Opinions M 98-17 and M 02-20 issued by the Chancellor's Office, California

Community Colleges.

 Legal Advisory 05-01, "Questions and Answers Re. Concurrent Enrollment" - issued

January 5, 2005 by the Chancellor's Office, California Community Colleges.

Condition

Significant Deficiency - Errors in accounting for concurrently enrolled students were noted as
follows:

 Out of 25 students tested, four concurrent enrollment forms could not be located at Merritt
College. Therefore, it was impossible to identify if the District was in compliance with the
requirements of the form.

 The District is involved with two programs (ASTI and Gateway) in which the students
attend the College of Alameda (ASTI) and Laney College (Gateway). They typically take
more than 12 units. The contract with the Colleges indicates that the fees above 12 units
will be paid by the organization. The Colleges were not able to provide documentation that
those fees were reimbursements to the Colleges.

Questioned Costs

None. The fees over 11 units for all students involved in the ASTI and GATEWAY programs need
to be assessed.

Effect

The FTES generated for concurrently enrolled high school students is improperly identified. The
District is at risk of noncompliance with the Education Codes related to concurrently enrolled
students.
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Cause

The District implemented a procedure to ensure the costs were being properly charged, but it does not
appear the procedure is operating effectively.

Recommendation

The District should implement a process within Admissions and Records that will ensure documents
supporting the special admit status are maintained and stored.

Management's Response and Corrective Action Plan

The District is in the process of implementing a change in the admission of concurrently enrolled
students. The process will include students who are in a concurrently enrolled status to re-enroll each
year until they no longer qualify for the concurrently enrolled status.

2013-12 CALWORKS - REPORTING

Criteria or Specific Requirement

Reports of expenditures within the CalWORKs program are required to be submitted to the State
Chancellor's Office by September 30 following year end.

Condition

Significant Deficiency - Alameda College did not submit their year-end expenditure report prior to
the September 30 deadline.

Questioned Costs

There are no questioned costs associated with this finding. There were no questioned expenses
during testing.

Effect

The District did not meet the State requirements for submitting the expenditure report by the required
date for one campus.

Cause

The District's control over reviewing and submitting the reports was not operating effectively.

Recommendation

The District should implement a control procedure to review and reconcile all amounts reported on
the CalWORKs expenditure report and verify that the reports are submitted in a timely manner.
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Management's Response and Corrective Action Plan

The College submitted the report to the District Office in a timely manner. The report was not post
marked by the District Office by September 30th, although it was delivered for mailing prior to that
date.

The District is reinstating a Grant Manager position to oversee the entire grant allocation and
reporting process. One of the position's responsibilities will be to ensure all reports to all outside
agencies are submitted in a timely manner.

2013-13 DISABLED STUDENT PROGRAMS AND SERVICES (DSPS)

Criteria or Specific Requirement

Education Code Section 56006 DSPS Implementing Guidelines

Condition

The District has not complied with the above guidance at the following Colleges:

Laney College:

 Two out of fifteen students who were on the list of students served did not have a student file
available.

 Twelve out of fifteen students did not have a Student Educational Plan signed by the
counselor.

 Two out of fifteen students did not have academic accommodations to describe the service
provided.

Merritt College:

Twelve out of fifteen students did not have a Student Education Plan on file.

Questioned Costs

None.

Effect

Each College is at risk of claiming inactive students in the MIS report that is submitted to the State.

Cause

The listing of students served does not appear to be routinely updated. All files are not being
reviewed to ensure necessary information is maintained.
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Recommendation

The District should implement consistent procedures to ensure the MIS list of students served is
accurate. For instance, implementing the use of a checklist and going through each student's file to
verify completeness of the file toward the end of the semester.

Management's Response and Corrective Action Plan

According to the State Chancellor's Office DSPS Compliance regulations, DSPS is not mandated to
do an Ed Plan. With the new Student Success Act DSPS will now be doing Student Educational
Plans (SEPs), that are not already done by General Counseling or EOPS.

Each campus will develop the Student Educational Contract (SEC), which sites the educational goals,
services to support those goals, and based on the college transcript, the progress toward these goals.
The SEC will be initially developed when the student first applies for DSPS services. A DSPS
professional staff person and the student will develop the SEC.

After the initial preparation of the SEC, it will be reviewed and updated each year.

2013-14 EXTENDED OPPORTUNITY PROGRAMS AND SERVICES (EOPS)

Criteria or Specific Requirement

Education Code Section 56204 EOPS Implementing Guidelines

Condition

The District has not complied with the above guidance at the following Colleges:

Laney College:

Two out of fifteen students did not have a Student Educational Plan on file.

Merritt College:

 Six out of fifteen students did not have any documented contact or active participation with
the EOPS program.

 One out of fifteen students did not have a Student Education Plan on file.

Questioned Costs

None.

Effect

Each College is at risk of claiming inactive students in the MIS report that is submitted to the State.
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Cause

Student files are not being adequately reviewed to ensure that all necessary information is included.

Recommendation

The District should implement consistent procedures to ensure the MIS list of students served is
accurate. For instance, implementing the use of a checklist and going through each student's file to
verify completeness of the file toward the end of the semester.

Management's Response and Corrective Action Plan

EOPS student files will be reviewed at the end of each semester for documented contact or active
participation with the EOPS program.

 A spreadsheet will be developed to record and document EOPS program services received by
the student each semester. Services that will be identified include SEP, Book Voucher,
Orientation, Book Loan Program, and any contacts made by EOPS staff.

 Students with no documented contact or active participation in the program for one semester
will be placed on probation for the following semester. Students with no documented contact
or participation for two consecutive semesters will be placed on inactive status, and the
student's MIS record will be deleted for that second term.

 Prior to submitting the MIS report for the semester, the internal spreadsheet will be compared
to a downloaded MIS record report requested from the District Office to ensure the accuracy
of the MIS report that is sent to the State Chancellor's Office.

Student files will be reviewed at the end of each semester to ensure that a Student Educational Plan
(SEP) has been developed for each student and is in the student's file.

 An updated or current SEP signed by both the counselor and the student during the semester
will be monitored. The SEP form was revised to include a grid on the back of the SEP where
the counselor and student will both initial that the SEP was reviewed and/or revised, the date
of the revision or review, and during which counseling appointment (1st, 2nd, or 3rd) the
review or revision occurred.

 A spreadsheet will be created and maintained to document that the student has a current SEP
and that it has been signed by the student and the counselor.




