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AD HOC REPORT ON RECOMMENDATION 3 OF THE NWCCU  

YEAR SEVEN PEER–EVALUATION 2013 REPORT 
 

Recommendation 3 

“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).” 

NWCCU President Sandra Elman, in her letter reaffirming accreditation to Spokane Falls Community 

College President Janet Gullickson, dated January 31, 2014, wrote that of the five recommendations 

which Spokane Falls Community College (SFCC) received, all were in compliance but needed 

improvement except for Recommendation 3.  She wrote, “However, the Commission determined that 

Recommendation 3 of the Fall 2013 Year Seven Peer-Evaluation Report is an area where Spokane Falls 

Community College does not meet the Commission’s criteria for accreditation.”  President Elman went 

on to explain, “According to U.S. Department of Education Regulation 34 CFR 602.20 and Commission 

Policy, Commission Action Regarding Institutional Compliance Within Specified Period (enclosed), the 

Commission requires that Spokane Falls Community College take appropriate action to ensure that 

Recommendation 3 of the Fall 2013 Year Seven Peer-Evaluation Report is addressed and resolved within 

the prescribed two-year period.” 

In the same aforementioned letter President Elman, on behalf of the Commission, requested that SFCC 

submit an Ad Hoc Report in Fall 2014 to address Recommendation 3.  This Ad Hoc Report is in response 

to that request and will address the improvements made to fulfill the expectations as stated in Eligibility 

Requirement 19 and Standard 2.F.7. 

Executive Summary of Eligibility Requirement 19 

19. Financial Accountability  

“For each year of operation, the institution undergoes an external financial audit, in a reasonable 

timeframe, by professionally qualified personnel in accordance with generally accepted auditing 

standards.  Results from the audit, including findings and management letter recommendations, are 

considered in a timely, appropriate, and comprehensive manner by the administration and governing 

board.” 

Spokane Falls Community College has centralized financial planning in the Community Colleges of 

Spokane (CCS) District Business Office, shared by the two separately accredited institutions, SFCC and 

Spokane Community College, of Washington State Community College District 17.  The CCS Board of 

Trustees reviews and approves the summary operating budget, although each of the separate colleges is 

left to prioritize and allocate funds within its own operations once given its base allocations.   
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Like all of the thirty-four community and technical colleges in the State of Washington, SFCC benefits 

from other efficiencies in belonging to the State Board of Community and Technical Colleges (SBCTC).  

One of the efficiencies has been a statewide auditing system, whereby individual colleges have not hired 

outside auditing firms.  Auditors have been provided by the state through the Washington State 

Auditor’s Office. The State of Washington Auditor’s Office has provided accountability and financial 

statement audits as part of a statewide audit.  Individual college’s financial information has been 

consolidated at the State Board level and is included as part of the State of Washington audit.   The State 

of Washington Auditor’s Office has conducted local testing of financial transactions in material funds 

each year for inclusion in the State of Washington audit, and has performed accountability audits on 

specific areas of interest each year.  This statewide approach to auditing has been recently called into 

question regarding compliance with Eligibility Requirement 19 and Standard 2.F.7, both of which are 

stated in the same exact language. 

Since receiving Recommendation 3, SFCC has worked closely with the CCS District Business Office to 

address this issue.  Spokane Community College also received a similar recommendation in their 2013 

Year Seven Peer-Evaluation Report.  CCS Board of Trustees, the Chancellor, and the two college 

presidents have been involved in conversations at the state level to address this issue. They have 

collaborated in making improvements on a statewide basis to allow the colleges individually to comply 

with the expectations set forth in Eligibility Requirement 19 and Standard 2.F.7.   

Adjustments have been made in statewide auditing practices for the community and technical college 

system.  CCS Chief Financial Officer, Lisa Hjaltalin, received notification on March 25th, 2014, in a 

communication from SBCTC Interim Accounting Services Director, Joann Wiszmann, that NWCCU 

President Elman affirmed that the use of the State Auditor’s Office met the “by professionally qualified 

personnel” element of the standard and was deemed appropriate to perform “an external audit” as 

stipulated in Standard 2.F.7.  This was an important clarification.  In Washington State, the State Auditor 

is a state-wide elected position and meets the independence requirements of Generally Accepted 

Government Auditing Standards as published by the U.S. Government Accountability Office.  

Since statewide systems are not accredited, however, whether individually accredited colleges abide by 

statewide policies and procedures is another issue.  In this ad hoc report the focus will be on how 

Spokane Falls Community College abides by these policies and procedures and in so doing meets the 

expectations as stipulated in the aforementioned eligibility requirement and standard.  It will also be 

demonstrated that evaluations from an auditor this last academic year show SFCC and CCS have done 

exceptionally well in the specific areas audited. 

Improvements Made in Meeting the Standard 2.F.7 

The peer-evaluators wrote the following in their report: 

“The college uses the Financial Management System to track and monitor all financial data. The 

college does not prepare audited financial statements to generally accepted accounting practice 

(GAAP) since they are not required as part of the Washington State Community and Technical 

College System. There are no reports that show the financial results of Spokane Falls Community 
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College, its reserves, or short term solvency. The college therefore does not have a regular 

system of reporting the financial condition of Spokane Falls Community College to the Board of 

Trustees. The district conditions are reported to the board in consolidated statements. The 

evaluation team recommends that Spokane Falls Community College prepare accurate and 

timely financial information through its use of an appropriate accounting system that follows 

generally-accepted accounting principles and that for each year of operation the institution 

undergoes an external audit in a reasonable timeframe by professionally-qualified personnel in 

accordance with generally-accepted auditing standards.” 

In response to these observations and recommendation, a number of improvements have been made.  

Perhaps the most significant is the move to annual audits in adherence to the annual requirement found 

in Eligibility Requirement 19 and Standard 2.F.7.  On March 26th, 2014, SBCTC Interim Accounting 

Services Director JoAnn Wiszmann reported to chancellors and presidents that the system was moving 

to annual audits.    Training sessions are scheduled for Fall 2014 with the Governmental Accounting 

Standards Board for members of the Business Affairs Commission and its subordinate Budget, 

Accounting, and Reporting Council who are authorized by the Washington Association of Community 

and Technical Colleges (executive group). 

In a document entitled Framework for Ad Hoc Responses Addressing Financial State Requirement, 

prepared by the Financial Statement Workgroup, Joann Wiszmann provided an account of the revision 

undergone at the state level for the community college system, specifically written in response to the 

recommendation addressed in this ad hoc report.  The following wording is exactly as suggested by 

Wiszmann with the exception that “Spokane Falls Community” has been added to the word “college.” 

Developing financial statements in accordance with generally accepted accounting 
principles  
Washington community and technical colleges historically have been included in the 
State of Washington’s financial statements.  The state follows the Governmental 
Accounting Standards Board’s (GASB) pronouncement number 34 (GASB 34) Basic 
Financial Statements—and Management's Discussion and Analysis—for State and Local 
Governments.  General purpose governments, such as the State of Washington, engage 
in both governmental and business-type activities and must prepare statements that 
reflect both.   As a result of reporting to the state, the college’s financial information 
and financial systems are configured to meet the reporting standards applicable to the 
state, where some activity is reported as governmental while other activity is reported 
as business-type activity.  Roughly ninety-two percent of Washington community and 
technical colleges’ spending in FY13 was reported using the accounting standards 
applicable to governmental type activities with only eight percent being reported as 
business-type activities.  
 
In contrast, GASB requires that special purpose governments, such as public colleges, 
that are engaged in only business-type activities should present the financial statements 
required for enterprise funds.  As a result, Washington’s Community and Technical 
Colleges are faced with reviewing and restating approximately ninety-two percent of 
their activity from one accounting standard to another.  Since our accounting systems 
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were not designed to do this, it requires a painstaking review and adjustment process 
for each college.  While much of the accounting information that is prepared for state 
reporting can be repurposed for the college’s statements, the restatement process is 
manual, meticulous and time-consuming. 
 
In order to share knowledge about the restatement process across colleges, the State 
Board for Community and Technical Colleges (the SBCTC) convened a pilot group 
consisting of nine colleges.  ‘Spokane Falls Community’ College was not a member of the 
pilot group.  A variety of tools were developed to assist colleges with the process of 
restating their financial information to business-type activity reporting.  Starting in 
December 2013, these colleges began the process of preparing an inaugural set of 
financial statements for FY2012-13.  Throughout the process, as additional challenges 
were identified, additional tools were developed and pilot colleges shared the 
knowledge gained with one another.  The first colleges completed their statements in 
May 2014. 
   
As a non-pilot college, “Spokane Falls Community” College will complete an inaugural 
set of financial statements for FY 2013-14.  College financial staff attended a financial 
statement preparation workshop hosted by the SBCTC on August 13, 2014.  Although 
the pilot resulted in improvements to the tools used to prepare the financial statements, 
each college is expected to experience a significant learning curve when preparing its 
inaugural financial statements.  As a result, “Spokane Falls Community College” 
estimates its statements will be completed sometime around January 2015.   
 
Contracting with professionally qualified personnel to audit the financial statements 
Pilot colleges contracted with the Washington’s State Auditor’s Office (SAO) to audit 
their financial statements.  SAO conducts financial statement audits using generally 
accepted governmental auditing standards as promulgated in the U.S. Government 
Accountability Office’s Government Auditing Standards (the “Yellow Book”).    
Washington state law establishes SAO as the auditor of public accounts.   SAO 
employees are experienced in auditing public universities’ business-type activity 
financial statements, having audited five of Washington’s six public four-year colleges 
since GASB 34 became effective in 2002. 
 
SAO began the audit of the first two pilot colleges in May 2014.  Pilot colleges continue 
to share knowledge with one another concerning any further adjustments the auditors 
have recommended or may recommend in the future. 
   
As a non-pilot college, “Spokane Falls Community” College expects to contract with SAO 
for audit services.  As stated above, ‘Spokane Falls Community’ College estimates its 
statements will be completed sometime around January 2015.  Depending on SAO 
availability, this will allow audits to begin sometime between January and April 2015, 
with the auditors’ field work taking approximately one month to complete.  We 
anticipate receiving the auditor’s report, including an opinion and any management 
letter or findings approximately one month after field work is completed. 
 
Review and consideration of financial audit results by the college’s administration and 
board 
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Upon completion of the financial statements, financial managers from each college will 
review the statements with college administration.    In addition, auditing standards 
require the auditor to present their report to college management and the governing 
board.  This is usually accomplished by having the President and at least one Board 
member attend the audit exit conference, along with the college’s financial managers.  
Each college will separately coordinate how and when its board as a whole will review 
and consider the financial statements and audit results.  
 
Also, the community and technical college presidents (convening as the Washington 
Associations of Community and Technical Colleges, or WACTC) recognized that they and 
their board members have not previously seen financial information in business-type 
activity format.  As a result, they asked SBCTC to present an initial overview of what they  
can expect the financial statements to look like – and how to read them.   
 
This overview was presented to pilot college presidents in May 2014.  It will be 
presented to non-pilot college presidents in September 2014.  It will also be made 
available for interested college trustees during their Fall 2014 Conference in November 
2014.” 
 

Stated in the findings and conclusions for the Standard 2.F Finances category, in the Year Seven Peer-

Evaluation Report, “The College does not produce financial reports which identify the fund balance or 

reserves of Spokane Falls Community College as a stand-alone entity.”  The CCS Business Office is 

making a concerted effort to clearly separate the financial accounts for both Spokane Community 

College and Spokane Falls Community College from the consolidated CCS District financial accounts, 

making it easier at any point in the fiscal year to determine just where each college is in regards to fund 

balance. 

As a result of the changes to the SBCTC statewide  annual audit policy, the CCS District  Business Office 

and its two community colleges will have its financial statements for the fiscal year, which ended June 

30, 2014, audited by independent auditors.  The auditors will perform the on-site audit in January and 

February of 2015.  SFCC, as part of CCS, will undergo “an external financial audit, in a reasonable 

timeframe, by professionally qualified personnel in accordance with generally accepted auditing 

standards.  Results from the audit, including findings and management letter recommendations,” will be 

“considered in a timely, appropriate, and comprehensive manner by the administration and governing 

board.” 

In planning for that audit, the auditors will perform an entity overview and internal control evaluation.  

They will review CCS Board minutes, perform analytical procedures and a risk assessment.  In order to 

identify material account balances they will use qualitative and quantitative indicators and determine 

materiality.  The auditors will perform testing of material balances and transactions to obtain reasonable 

assurance that the financial statements are free of material misstatement.  The objective of the audit is 

to gain sufficient and appropriate audit evidence in support of the audit report issued.  The auditors will 

provide CCS with an Independent Auditor’s Report on Compliance and Internal Control over Financial 

Reporting in accordance with Government Auditing Standards and an Independent Auditor’s Report on 

Financial Statements. The Independent Auditor’s Report will be shared and discussed with the CCS 

http://www.spokanefalls.edu/College/PDF/SFCCYear7SelfEvaluation.pdf
http://www.spokanefalls.edu/College/PDF/SFCCYear7SelfEvaluation.pdf
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Board of Trustees, District Cabinet, which includes the executive leadership from SFCC, and will be 

shared by President Gullickson in detail with the SFCC Administrative Team.  A summary of the report 

will be shared with various college groups, including the SFCC All-Faculty Meeting, Adjunct Faculty 

Meeting, and Community Meeting, where all employee workgroups are invited to attend.  President 

Gullickson will also share findings of the report in her weekly newsletter to the college. 

Internal Audits of Specific Programs 

As mentioned previously, each year the SBCTC performs the fiscal reviews of specific programs through 

their internal audit department.  Whereas this practice alone does not provide the comprehensive 

annual reporting required by the requirement and standard in question, it does and likely will continue 

to inform the college regarding specific programs.  In June 2014, the SBCTC sent their internal auditor, 

David Bishop, to CCS in an on-site visit to perform traditional fiscal reviews of the federal programs 

where SBCTC allocates funds through to the colleges.  These on-site reviews assess the consistency in 

record keeping and reporting, adherence to State Board policies and guidelines, and compliance with 

federal laws, regulations and grant provisions.  The following programs were reviewed in the June audit: 

 WorkFirst 

 Perkins 

 Basic Food Employment and Training (BFET). 

The review tested student eligibility and participation as tied to the following: billings; travel, time and 

effort across all three programs; testing of billings and BFET 50/50 funds for administrative and 

participant reimbursements.  In addition, sub-recipient monitoring for BFET was also conducted. The 

auditor reported no areas of concern and there were no recommendations. 

Conclusions to the Ad Hoc Report on Recommendation 3 
Upon hearing the five recommendations during the Exit Interview from Dr. Patrick Lanning, the Chair of 

the Year Seven Peer-Evaluation Team, there was only one recommendation which caused a significant 

amount of anxiety, and that was Recommendation 3.  The reason for the anxiety was clear, the 

Washington State Board of Community and Technical College system of auditing was definitely not 

within the college’s control, yet it was clear that SFCC was being held accountable and no excuse would 

change that.  President Gullickson expressed this concern with NWCCU commissioners during the 

college’s scheduled January 9th, 2014 Year Seven Comprehensive Evaluation meeting. 

Fortunately for SFCC, the college was not alone.  CCS Board of Trustees was not the only governing 

board to take this recommendation very seriously.  The leadership at the SBCTC and the Washington 

Association of Community and Technical Colleges took assertive and expedient action to address and 

revise its auditing practices to comply with Eligibility Requirement 19 and Standard 2.F.7.  With these 

statewide changes in auditing practices, Spokane Falls Community College is prepared to fully 

participate in the annual audit scheduled for January and February of 2015.  CCS and SFCC leadership 

will use the results to help the college improve its fiscal planning practices.  Given the two-year 

timeframe stipulated in the letter from NWCCU President Elman to resolve the issues addressed in 
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Recommendation 3, SFCC will have the results of its comprehensive audit and whatever actions steps 

taken towards improvement to offer as evidence in this timeframe. 

SFCC leadership is committed to its fiduciary responsibilities and the need for accountability by being as 

efficient as it can be in offering the programs that best meet the needs of its community, an important 

part of mission fulfillment as expressed in SFCC’s Core Theme 5, Responsiveness to Community Needs.   

Mission and Core Themes

 
Figure 1.1: Mission and Core Themes on SFCC’s website 
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Exhibits 
 

 

Exhibits 1-1 SBCTC Email to Business Affairs Commission (BAC) on Annual Audit 

Exhibits 1-2 Washington State Auditor’s Office – Community College Audit Update  

Presented to the Community College Budget Accounting & Reporting 
Council  
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Exhibit 1-1: SBCTC Email to Business Affairs Commission (BAC) on Annual Audit 
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Exhibit 1-2: Washington State Auditor’s Office – Community College Audit Update - Presented 

to the Community College Budget Accounting & Reporting Council, May 29, 2014 
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