
MEETING OF AUDIT COMMITTEE 
Community College of Philadelphia  

Monday, March 27, 2017 – 12:00 p.m. 
 
 

Present: Mr. Anthony J. Simonetta, Mr. Matthew Bergheiser (via telephone), Mr. Jeremiah White, 
Ms. Suzanne Biemiller, Donald Generals, Ed.D., Mr. Jacob Eapen, Mr. Todd E. Murphy, 
Mr. James P. Spiewak, Mr. Robert Lucas, Victoria Zellers Esq., Mr. Gim S. Lim, and 
representing Grant Thornton:  Mr. Brian Page and Ms. Angelica Roiz  

 
Not Present:  Representing the Meridian Group:  Mr. Anthony B. Scott 
 

 
EXECUTIVE SESSION 

 
 

AGENDA – PUBLIC SESSION 
 

(1) Approve Minutes of Audit Committee Meeting on September 29, 2016 (Action Item): 
 

Action:  Mr. Simonetta asked for a motion to recommend acceptance of the September 
29, 2016 Audit Committee meeting minutes.  Mr. Bergheiser made the motion.  Mr. Simonetta 
seconded the motion.  The motion passed unanimously. 

 
(2) 2015-2016 A-133 Audit Report (Action Item):         
 

Mr. Brian Page reviewed the results of the 2015-2016 A-133 Audit, which is now called 
the “Uniform Guidance Audit,” using the draft audited financial statements and supplementary 
information in Attachment A to these minutes.  He explained that the audit is a compliance 
audit, which examines Federal Funding.  Page 63 of the report provides a schedule of the 
College’s federal awards expenditures. The College had $91.3 million in Federal expenditures of 
which $87.2 million was in Student Financial Assistance.  Student Financial Assistance is 
comprised of primarily Pell Awards and Direct Loans.  The single audit process for determining 
programs to audit resulted in the auditors including the Student Financial Assistance Cluster, 
which leaves a base of about $7 million in smaller programs from which they to select other 
programs for audit.  The auditors use a risk-based approach in selecting the major programs 
for audit. Certain programs are audited primarily on their dollar value in meeting a threshold, 
while smaller programs are audited based on risk. 

 
Ms. Angelica Roiz reviewed the two specific programs that were audited: The Student 

Financial Assistance Cluster and the Career and Technical Education – Basic Grants to States as 
stated on page 63 of the report.  The Student Financial Assistance audit tests for eligibility and 
cash management in drawing the federal funds. Specifically, the auditors look at payroll 
expenditures and other direct expenditures, review supporting documentation and ensure they 
are allowable costs.  

 
In reviewing both programs, the auditors are required to understand the College’s 

internal controls.  Although no opinion is issued on the College’s internal controls, the auditors 
are required to do walkthroughs and testing of appropriate approvals. For example, in the 
packaging of Student Financial Assistance, they will ensure adequate controls are in place.   



 
 
  Mr. Page pointed out that this year the Career and Technical Education – Basic Grants 

to States CFDA# 84.048 was comprised of $1.3 million in expenses, which was tested based on 
the compliance standards and noted that there were no findings with respect to this or the 
Student Financial Assistance Cluster program. 

 
Mr. Brian Page discussed the two types of reports that Grant Thornton issued, which 

begin on pages 66 and 68. First, is a yellow book opinion relating to the financial statement 
audit, which was discussed at the September 29, 2016 Audit Committee meeting. The second 
is a compliance opinion related to the major federal programs audited. 

 
Federal guidelines require auditors to list institutions as high risk if they have had any 

material weaknesses within two years.  Mr. Page noted that as a result of having no material 
weaknesses or significant deficiencies as well as no issues of non-compliance for the last two 
years, the College is now considered a low-risk auditee.  

 
The College has had another clean audit this year.   
 
The power point Presentation to the Audit Committee provided by Grant Thornton is 

included as an attachment to these minutes. (Attachment B) 
 

Action:  Mr. Simonetta asked for a motion to recommend acceptance of the June 30, 
2016 A-133 Audit Report.  Ms. Biemiller made the motion.  Mr. Bergheiser seconded the motion.  
The motion passed unanimously. 

 
(3) Internal Audit Update (Information Item): 
 

Mr. Lucas provided an update on the 2016-2018 Internal Audit Plan.  He provided a copy 
of a summary report of activities since the last Audit Committee meeting as well as a copy of 
the Internal Audit Plan for the two-year period ending June 2018 to the Committee members.  
Mr. Lucas stated that, since the last meeting, he had issued two finalized audit reports to 
management, one draft audit report is pending review by management in several divisions, and 
three audits are in progress which should be completed shortly. 

 
Mr. Lucas also noted that, since the first year of the two-year Internal Audit Plan is nearly 

over, he will be performing an informal risk assessment update by soliciting input from Cabinet 
members and senior managers to determine if there are any new or significantly changed 
functions that should be considered for possible addition to the remaining year of the Internal 
Audit Plan due to the risks associated with those changes.  Mr. Lucas noted that any such 
changes he believes should be considered for inclusion in the Internal Audit Plan will be 
discussed with Dr. Generals, Mr. Eapen and Dr. Gay for their review and approval.  Any such 
changes will be communicated to the Audit Committee at the June 2017 meeting. 

 
Mr. Lucas also noted that he continues to work with management to obtain the status 

of previously issued audit comments.  He provided an updated version of the Internal Audit 
Follow-Up Matrix to the Audit Committee, which included all audit report recommendations for 
which management’s action plans are not yet completed as well as those for which 
management’s action plans have been completed since the last Audit Committee meeting.  The 



completed items are shaded in grey on the matrix and also indicate the work management has 
done to address the risks identified in their audited areas. Mr. Lucas noted that a number of the 
action plans are long-term as they include construction, new software or new equipment, each 
of which have significant time and expense considerations.  The budget constraints in 2016-
2017 may further extend the timeline of some action plans. 

 
Mr. Lucas’ presentation is included as an attachment to these minutes. (Attachment C) 
 

(5) Next Meeting: 
  

 The next meeting of the Audit Committee will be held on Thursday, June 15, 2017 at 
12:00 noon in the Isadore Shrager Boardroom, M2-1. 
 

 
 

EXECUTIVE SESSION 
 

  
 

 
 
 
 
 
TEM/lmh 
Attachments 
 
 
cc:   Dr. Donald Generals, Jr. 
 Mr. Jacob Eapen 
 Mr. Robert Lucas 
 Mr. Jim Spiewak 
 Victoria Zellers, Esq. 
 Mr. Gim S. Lim 
 Representing Grant Thornton:  Mr. Brian Page & Ms. Angelica Roiz 

 
 







































































































































































































































 
 
 
 
 
 

ATTACHMENT B 
 
 

Grant Thornton’s Presentation 



Presentation to the Audit Committee of 
Community College of Philadelphia

March 27, 2017

GRANT THORNTON

for the year ended June 30, 2016
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Our values are 

CLEARR

GRANT THORNTON

To achieve our global vision, we capitalize on our strengths by 
embracing the following values:

• Unite through global Collaboration

• Demonstrate Leadership in all we do

• Promote a consistent culture of Excellence 

• Act with Agility

• Ensure deep Respect for people

• Take Responsibility for our actions

Our values serve as the foundation of each step we take toward 
achieving our vision. They guide our decision-making and 
provide a framework for our people to make correct and 
appropriate choices.



GRANT THORNTON
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RESPONSIBILITIES
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Our responsibilities
We are responsible for:
• Performing an audit of the Community College of Philadelphia's financial statements as prepared by management, 

conducted under US GAAS and Government Auditing Standards, with your oversight
• Forming and expressing an opinion about whether the financial statements are presented fairly, in all material respects in 

accordance with US GAAP
• Forming and expressing an opinion about whether certain supplementary information — including the Schedule of 

Expenditures of Federal (SEFA) awards — is fairly stated in relation to the financial statements as a whole
• Reading other information and considering whether it is materially inconsistent with the financial statements
• Communicating fraud and abuse with regard to federal programs
• Communicating specific matters to you on a timely basis; we do not design our audit for this purpose 
• Reporting material noncompliance related to laws, regulations, contracts and grant agreements, as well as significant 

deficiencies and/or material weaknesses in internal control related to financial reporting
• Reporting material noncompliance with federal awards requirements applicable to major program(s) audited under the 

Uniform Guidance requirements (formerly OMB Circular A-133), as well as significant deficiencies and/or material 
weaknesses in internal control over compliance

• Applying agreed-upon procedures based on criteria as outlined by the Commonwealth of Pennsylvania Department of 
Education (PDE) in the Statement of Auditing and Accounting Standards for Community Colleges

An audit provides reasonable, not absolute, assurance that the financial statements do not contain material misstatements 
due to fraud or error. It does not relieve you or management of your responsibilities. Our respective responsibilities are 
described further in our engagement letter.
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Those charged with governance and management responsibilities

Those charged with governance
Those charged with governance are responsible for:
• Overseeing the financial reporting process
• Setting a positive tone at the top and challenging the 

Community College of Philadelphia's activities in the 
financial arena

• Discussing significant accounting and internal control 
matters with management

• Informing us about fraud or suspected fraud, including 
its views about fraud risks

• Informing us about other matters that are relevant to 
our audit, such as:
- Objectives and strategies and related business 

risks that may result in material misstatement
- Matters warranting particular audit attention
- Significant communications with regulators
- Matters related to the effectiveness of internal 

control and your related oversight responsibilities
- Your views regarding our current communications 

and your actions regarding previous 
communications

Management
Management is responsible for:
• Preparing and fairly presenting the financial 

statements, including supplementary information such 
as SEFA (Schedule of Expenditures of Federal 
Awards) in accordance with US GAAP

• Designing, implementing, evaluating, and maintaining 
effective internal control over financial reporting and 
compliance with federal grant requirements

• Communicating significant accounting and internal 
control matters to those charged with governance

• Providing us with unrestricted access to all persons 
and all information relevant to our audit

• Informing us about fraud, illegal acts, significant 
deficiencies, and material weaknesses

• Adjusting the financial statements, including 
disclosures, to correct material misstatements 

• Informing us of subsequent events
• Providing us with certain written representations
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AUDIT SCOPE AND RESULTS
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Materiality

Essentially, materiality is the magnitude of an omission or misstatement that likely 
influences a reasonable person's judgment. It is based on a relevant financial statement 
benchmark.

• We believe total expenditures on each major program are the appropriate 
benchmarks for the Single Audit. 

Financial statement items greater than materiality are in scope. Other areas less than 
materiality may be in scope if qualitative factors are present (e.g., related party 
relationships or transactions and fraud risk).
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Areas of focus for Single Audit 
The following provides an overview of the major programs tested this year; it has been 
determined based on the final schedule of expenditures of federal awards. 

Major program 2016 2015

Student financial aid X X

R&D X

Career & technical education – basic 
grants to states (CFDA 84.048)

X
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Views of those charged with governance

Discussion points

Risks of fraud

Awareness of fraud

Awareness of related party transactions; understanding of purpose of related party transactions

Awareness of whistleblower tips or complaints

Oversight of management's risk assessment process

Views about the College's objectives and strategies and related risks of material misstatement

Awareness of any internal control matters and views about management's response

Oversight of financial reporting process

Actions taken in response to developments in law, accounting standards and corporate governance matters

Actions in response to our previous communications, if any



GRANT THORNTON
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OTHER MATTERS
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Commitment to promote ethical and professional excellence

We are committed to promoting ethical and 
professional excellence. To advance this 
commitment, we have put in place a phone and 
Internet-based hotline system.

The Ethics Hotline (+1 866 739 4134) provides 
individuals a means to call and report ethical 
concerns.

The EthicsPoint URL link
• Can be found on our internal website
• Can be accessed from our external website 

(https://secure.ethicspoint.com/domain/en/report_
custom.asp?clientid=15191)

Disclaimer: EthicsPoint is not meant to act as a 
substitute for an entity's "whistleblower" obligations.

https://secure.ethicspoint.com/domain/en/report_


GRANT THORNTON
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ACCOUNTING UPDATES
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Selected pronouncements effective for the year ending June 30, 2016 
or subsequent periods - GASB

Title Effective date

GASB 72- Fair Value Measurements and Application Periods beginning after June 15, 2015

GASB 73- Accounting and Financial Reporting for Pensions and Related Assets 
that are not within the Scope of GASB Statement 68, and Amendments to 
Certain Provisions of GASB Statements 67 and 68

Periods beginning after June 15, 2016, 
with portions for periods beginning 
after June 15, 2015

GASB 74- Financial Reporting for Postemployment Benefit Plans Other than 
Pension Plans

Fiscal years beginning after                
June 30, 2016

GASB 75- Accounting and Financial Reporting for Postemployment Benefits 
Other Than Pensions

Fiscal years beginning after              
June 15, 2017

GASB 76- The Hierarchy of Generally Accepted Accounting Principles for State 
and Local Governments

Reporting periods beginning after June 
15, 2015

GASB 80- Blending Requirements for Certain Component Units Fiscal years beginning after               
June 15, 2016

GASB 81- Irrevocable Split-Interest Agreements Periods beginning after December 15, 
2016

GASB 82- Pension Issues- an Amendment of GASB statements 67, 68 and 73 Periods beginning after June 30, 2016, 
except in certain circumstances



Presentation to the Audit Committee of Community College of Philadelphia   March 2017    14

GASB Statement 75, Accounting and Financial Reporting for 
Postemployment Benefits Other Than Pensions
Summary Potential impact

• GASB 75 replaces the requirements related to OPEB 
accounting and reporting currently provided in GASB 45 and 57

• GASB 74 established new accounting and financial reporting 
requirements for the financial statements of the state and local 
government OPEB plans

• State and local governments providing defined benefit OPEB 
plans administered through a trust meeting certain criteria must 
report a net OPEB liability on the face of their financial 
statements, similar to the requirement to report the net pension 
liability in accordance with GASB 68.

• Provides a more comprehensive measure of OPEB expense 
than is currently required, which better reflects when the benefit 
cost is incurred.

• Requires more extensive disclosures and required 
supplementary information

• Effective for fiscal years beginning after June 15, 2017, with 
early adoption encouraged. Similar to adoption of GASB 68 
(Pensions), retrospective adoption is required.

Colleges and Universities with OPEB plans will most 
likely need to reflect an obligation related to their 
proportionate share of the unfunded liability related to 
OPEB, similar to the recognition of a pension liability in 
connection with the adoption of GASB 68. As with GASB 
68, extensive planning and discussions among all 
parties (management, state government contacts and 
others) is critical to a successful adoption. Colleges and 
Universities should begin to evaluate the information 
needed to adopt the guidance as a significant portion of 
that information may come from state or other related 
entities. Because many plans are "pay as you go," the 
impact of recording this liability could be much more 
significant than the recognition of a pension liability, 
where there may have been existing plan assets to 
partially offset the liability.



Presentation to the Audit Committee of Community College of Philadelphia   March 2017    15

GASB Statement 76, The Hierarchy of Generally 
Accepted Accounting Principles for State and Local 
Governments
Summary Potential impact

• Reduces the U.S. GAAP hierarchy for government standards from four to two 
categories of authoritative GAAP:

• The first category consists of the GASB Statements, as periodically 
incorporated into the Codification

• The second comprises GASB Technical Bulletins, Implementation 
Guides, and AICPA guidance cleared by the GASB. 

• Statement 76 also addresses the use of authoritative and nonauthoritative 
literature for situations when the accounting treatment for a transaction or event 
is not specified in either of the categories above.

• Guidance is effective for reporting periods beginning after June 15, 2015, with 
any changes in accounting as a result of adoption to be reflected as a 
restatement of all periods presented, if practical.  Earlier application is 
encouraged.

Depending on what accounting policies 
a college and university uses to report 
its financial transactions, existing 
guidance could potentially no longer be 
considered authoritative and could 
result in necessary changes in 
accounting as a result of adoption of 
this standard. Management should 
review key accounting policies to 
ensure they are based on guidance that 
continues to be authoritative.
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GASB Statement 80, Blending Requirements for Certain Component Units

Summary Potential impact

• Objective is to clarify existing guidance and address diversity in practice as it 
relates to certain component units incorporated as not-for-profit corporations, 
and whether they should be discretely presented or blended with the primary 
government financial statements.

• A distinction is made for component units in which the primary government is 
the sole corporate member (typically defined in articles of incorporation and/or 
bylaws of the component unit) AND the component unit is included in the 
financial reporting entity pursuant to the provisions in paragraphs 21-37 of 
Statement 14, as amended.

• Component units organized as not-for-profit corporations in which the primary
government is the sole corporate member should be included in the reporting 
entity financial statements using the blending method.

• Effective date is fiscal years beginning after June 15, 2016, with early adoption 
encouraged. Retroactive adoption is required.

Management must re-evaluate the
current presentation of component units 
that may have been presented 
discretely under existing guidance and 
determine whether those units must 
now be presented as blended by the 
College or still presented discretely.
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GASB Statement 81, Irrevocable split-interest agreements

Summary Potential impact

• Scope includes irrevocable split-interest agreement giving arrangements for 
which the government is the intermediary (trustee or agent) and a beneficiary, 
as well as beneficial interests in resources held and administered by third 
parties

• Guidance establishes accounting for Lead Interests (government is a recipient 
of payments during the term of the agreement) and Remainder Interests 
(government is the beneficiary when the agreement terminates, and makes 
payments to non-government beneficiary – typically the donor or designee of 
the donor- during the term of the agreement).

• Accounting requires recognition of an asset, liability and deferred inflow.  When 
assets are held by third parties, the recognition will be an asset and a deferred 
inflow, with no need for a corresponding liability.

• Effective for periods beginning after 12/15/2016, with early adoption permitted.  
Retrospective application should be applied.

Because there has been some diversity 
in practice related to accounting for 
irrevocable split-interest agreements, 
some colleges and universities may 
need to reflect new accounting, 
primarily the recognition of deferred 
inflows, associated with these 
arrangements.  Management should 
begin to inventory the current 
agreements in place to determine the 
impact of this standard on current 
accounting.
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GASB projects and pre-agenda research

Project Timing

Asset Retirement Obligations Exposure Draft (Certain Asset Retirement Obligations) 
issued, comment period ended March 31, 2016

Fiduciary Activities Exposure Draft (Fiduciary Activities) issued, comment 
period ended March 31, 2016

Conceptual Framework: Recognition On Hold-preliminary views redeliberations

Leases- Reexamination of NCGA Statement 5 Exposure Draft (Leases), comment period to end May 31, 
2016

Financial Reporting Model- Reexamination of Statements 
34, 35, 37, 41 and 46, and Interpretation 6

Initial deliberations

Debt disclosures, including Direct Borrowing Pre-agenda research

Going concern disclosures Pre-agenda research

Revenue recognition for exchange and exchange-like 
transactions

Pre-agenda research
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GASB major project – Asset Retirement Obligations

Summary Potential impact

• Objective is to develop requirements on recognition and measurement for asset retirement 
obligations (ARO), other than landfills (refer to GASB 18) or pollution remediation obligations 
(GASB 49)

• Existing guidance within FASB (ASC 410, Asset Retirement Obligations) has been applied by 
some GASB reporters, but not consistently.

• The Exposure Draft proposes the following:

ü Establishes criteria for determining the timing and pattern of recognition of a liability and 
a corresponding deferred outflow of resources when a governmental entity has a legal 
obligation to perform future asset retirement activities related to its tangible capital assets

ü Proposes capitalization of the ARO as a deferred outflow of resources, to be amortized in 
a systematic and rational manner (such as the straight-line method)

ü Requires disclosures regarding governmental entity legal requirements to provide funding 
or other financial assurance for their performance of asset retirement obligations (e.g., 
how are those requirements being met) as well as nature and timing of AROs, method 
used to determine the estimated liability and useful life of the associated tangible asset.

• An Exposure Draft was issued in December 2015, and the comment period ended in March 
2016.

This proposed 
standard is intended 
to reduce diversity in 
practice and related 
inconsistency in 
current reporting, 
thereby enhancing 
comparability 
between 
governmental entities, 
including colleges and 
universities with 
AROs. It would also 
improve the 
usefulness of 
information for 
external users,
including rating 
agencies and 
analysts by 
expanding disclosure 
requirements related 
to these obligations. 
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GASB major project – Leases

Summary Potential impact

• The proposed guidance eliminates the distinction between capital and operating leases

• Short term leases are those that, at the beginning of the lease, have a maximum 
possible term of 12 months or less, and would be recognized as a deferred outflow or 
inflow of resources.

• Lessee governments would report the following about leases (except short-term leases) 
in their financial statements: 
ü An intangible lease asset that represents the government’s right to use the 

underlying asset
ü A corresponding lease liability
ü Amortization expense related to the lease asset, and
ü Interest expense related to the lease liability.

• Government lessors would report the following about leases in their financial 
statements: 
ü A receivable for the right to receive payments
ü A corresponding deferred inflow of resources
ü Lease revenue systematically over the term of the lease, and
ü Interest revenue related to the receivable.

• An Exposure Draft was issued in January 2016, with the comment period ending in May 
2016.

Similar to the GASB Major Project 
addressing fair value measurements, 
this project reflects an effort by the 
GASB to align its accounting for 
leases with the accounting guidance 
proposed by the FASB and IASB as a 
joint project. The most significant 
change could be the elimination of 
most arrangements currently 
recorded as operating leases. If 
requirements are standardized as 
proposed, the impact on all entities 
with lease arrangements could be 
profound. If and when a new GASB 
Standard is issued, the effective date 
is most likely to be at least several 
years away.  However, public 
colleges and universities are 
encouraged to inventory all existing 
lease agreements, closely monitor the 
FASB Leases project and begin to 
analyze the potential impact on key 
financial ratios, debt covenants and 
credit ratings.
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GASB major project – Financial Reporting Model

Summary Potential impact

• Similar to the project on leases and Asset Retirement Obligations, GASB is 
revisiting its reporting model established in GASB 34 and 35, as well as other 
GASB standards, following the FASB project to revisit the reporting model of NFP 
entities.

• Although there is general consensus that most of the components of the financial 
reporting model are effective, the Board determined that there is a need to update 
guidance related to several categories, focusing on the following:
ü MD&A
ü Government-wide financial statements
ü Major funds
ü Governmental fund financial statements
ü Proprietary fund and business-type activity financial statements
ü Fiduciary fund financial statements
ü Budgetary comparisons

• Other options to permit more timely and less complex financial reporting will be 
explored in conjunction with other topics

• The Board is in the initial deliberation stage and plans to issue an invitation to 
comment in late 2016

Similar to the significant impact on 
reporting and disclosures when 
GASB 34 and 35 were issued, this 
proposed guidance could have 
sweeping effects on the reporting 
and disclosures by public colleges 
and universities. Depending on how 
much the GASB looks to what is 
being done by the FASB on the 
NFP reporting model, there could 
be an increase in comparability 
between the two types of entities 
that currently use very different 
reporting models.

Three of the business type activities 
issues that the GASB is considering 
that are particularly relevant to 
public universities are guidance on 
the operating indicator, MD&A and 
extraordinary and special items.
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INDUSTRY UPDATES
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Reserves Planning

How Institution's Determine Their Reserves Levels

Conventional Wisdom
• Number of months operating expenses
• Liquid net assets as a percentage of budget
• Specific dollar level
• Moody's uses certain ratios in their ratings methodology including: 1) Expendable financial 

resources to debt 2) Expendable financial resources to operational expenses 3) Monthly days to 
cash on hand

• Median for community colleges is approx. 3 months cash on hand.  Median growth for increase in 
reserves over past 5 years is a cumulative 9%.

Each Institution is unique and reserves should be as well:
• Each institution has a unique business model, risk exposure and financial circumstances
• The level of assets that are set aside to mitigate risks should vary from organization to 

organization
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Reserves Planning

Recommended Approach to Reserves Planning

1) Develop a baseline long term financial forecast
2) Perform an analysis of potential risks to that forecast
3) Quantify average annual risk exposure
4) Establish target reserve levels and funding approach

Attached Grant Thornton piece of reserves planning
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This communication is intended solely for the information 
and use of  management and the Audit Committee of  
Community College of  Philadelphia and is not intended to 
be and should not be used by anyone other than these 
specified parties.
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