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10.

11.

Review and prioritize the need of all curricular, co-curricular, and non-curricular
programs

Facilitate creation of a vision that results in program prioritization based upon
available funding

In terms of strategic vision relative to program reduction, review existing plans to
determine relevancy for these efforts and provide coordination of existing plans
with this project

Assist the College in preparing a comprehensive FTES plan for the next three
years

Assist the College in reconciling program reduction/expansion/redesign decisions
to the MYFP

Assist the College in establishing principles and recommendations for program
reductions

B. Fiscal Management

Develop a multi-year financial projection for the current and two subsequent years without

any demonstrated adjustments based on today’s economic forecast to determine the level of
commitment that will be needed to sustain the College’s financial solvency, recognizing that
this will be a snapshot in time regarding the current financial situation and used as the baseline



h) Evaluate Imperial Community College for comparative analysis in terms
of 50% Law margins

i) Review the unrestricted general fund match for categorical programs and
levels of encroachment, if any

j) Review FTES and determine if assignments are managed effectively and
is the college maximizing its opportunities to generate additional funding

The second component of the fiscal review will be to align the recommendations, specific
cost proposals to reduce staffing, programs, etc.; and develop a multi-year financial
projection that enables the College to sustain its financial solvency and maintain
recommended reserve levels. The objective of this component will be to prepare and present
a comprehensive report and recommendations covering the following issues:

1. Afinancial model will be prepared to illustrate options that Imperial
Community College could implement to reduce various expenses and/or
increase revenue in order to balance the budget and sustain their financial
solvency

2. ldentify Institutional restriction such as past practices or services that have
been identified as the “Imperial Community College culture” of the College
including but not limited to collective bargaining contracts, legal constraints
including the 50% Law and the Full-Time Faculty Obligation (FON)

3. Develop an implementation plan, including a proposed timeline
4. On the revenue side, the report will review:
a) Enrollment opportunities
b) College foundation
¢) Grants and development
This report contains the study team’s findings and recommendations. FCMAT appreciates the

opportunity to serve you, and extends thanks to all the staff for their assistance during fieldwork.

Sincerely,



Vi
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ABOUT FCMAT

About FCMAT

FCMAT s primary mission is to assist Californias local K-14 educational agencies to identify,
prevent, and resolve financial and data management challenges. FCMAT provides fiscal and
data management assistance, professional development training, product development and other
related school business and data services. FCMAT s fiscal and management assistance services
are used not just to help avert fiscal crisis, but to promote sound financial practices and efficient
operations. FCMAT’s data management services are used to help local educational agencies
(LEASs) meet state reporting responsibilities, improve data quality, and share information.

FCMAT may be requested to provide fiscal crisis or management assistance by a school district,
charter school, community college, county office of education, the state Superintendent of Public
Instruction, or the Legislature.

When a request or assignment is received, FCMAT assembles a study team that works closely
with the local education agency to define the scope of work, conduct on-site fieldwork and
provide a written report with findings and recommendations to help resolve issues, overcome
challenges and plan for the future.




Since 1992, FCMAT has been engaged to perform nearly 850 reviews for LEAs, including school
districts, county offices of education, charter schools and community colleges. The Kern County
Superintendent of Schools is the administrative agent for FCMAT. The team is led by Joel D.
Montero, Chief Executive Officer, with funding derived through appropriations in the state
budget and a modest fee schedule for charges to requesting agencies.
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INTRODUCTION

Introduction

Background

Imperial Valley College is located on a 160-acre site in the city of Imperial and has approximately
6,100 full-time equivalent students (FTES). In response to the state’s ongoing fiscal crisis, the
college recently closed its extended campuses in EI Centro, Brawley and Calexico.

In March 2012, the California Community Colleges Chancellor’s Office and the Imperial
Community College District entered into a study agreement with the Fiscal Crisis and
Management Assistance Team (FCMAT). Pursuant to Education Code Section 84041 and in
accordance with the requirements of Provision 1.(b) of Budget Act item 6870-107-0001, the
district may request the board of governors to reimburse FCMAT established in Education Code
Section 42127.8 an amount up to $150,000 to provide the district with technical assistance,
training and short-term institutional research necessary to address existing or potential accredita-
tion deficiencies. In addition to the $150,000, Imperial Community College agreed to pay up to
$65,000 from board reserve funds if the cost were to be higher than $150,000, approved by the
College Council, Academic Senate, Budget & Fiscal Planning and CTA, as well as the Imperial
Community College District Board of Trustees on April 18, 2012.

Specifically, the agreement states that FCMAT will perform the following:

The FCMAT Team will assist the college in developing a district-wide strategic vision
regarding programs and services that should be offered, redesigned, added or deleted to
sustain the college’s financial solvency. The team will review and evaluate the college’s
management, faculty and classified staffing assignments to align with commensurate
program offerings and position control. Through collaborative organizational planning
and prioritization, the team will assist the college in aligning staffing ratios and posi-
tions with recommendations for programmatic additions or deletions. This component
will also help the college with the budget development process to align programs and
staffing to a financial plan that will assist the college in sustaining its recommended
reserve levels and financial stability for the benefit of students, the community and
college staff.

The objective of the report will be to create a data-driven, collaborative analysis that
will serve as a foundation and impetus for the college community to accept and
promote the necessary changes. The following framework is provided:

A. Organizational Planning

1. Establish a broad-based oversight group, as the College deems appropriate, to
assist in guiding the project and to ensure college-wide participation

2. Develop a step-by-step process and timeline with campus input

3. Solicit and establish internal and external stakeholder collaboration and needs
development/identification

4. Conduct an organizational structure review and comparison




5. Conduct a review of employee bargaining unit contracts

6. Review and prioritize the need of all curricular, cocurricular, and non-
curricular programs

7. Facilitate creation of a vision that results in program prioritization based upon
available funding

8. In terms of strategic vision relative to program reduction, review existing
plans to determine relevancy for these efforts and provide coordination of
existing plans with this project

9. Assist the College in preparing a comprehensive FTES plan for the next three
years

10. Assist the College in reconciling program reduction/expansion/redesign deci-
sions to the MYFP

11. Assist the College in establishing principles and recommendations for
program reductions

B. Fiscal Management
Develop a multi-year financial projection for the current and two subsequent years without
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g) Review the costs of health benefits for active employees compared to
those of other colleges

h) Evaluate Imperial Community College for comparative analysis in terms
of 50% Law margins

i) Review the unrestricted general fund match for categorical programs and
levels of encroachment, if any

j) Review FTES and determine if assignments are managed effectively and
is the college maximizing its opportunities to generate additional funding

The second component of the fiscal review will be to align the recommendations, specific
cost proposals to reduce staffing, programs, etc.; and develop a multi-year financial
projection that enables the College to sustain its financial solvency and maintain
recommended reserve levels. The objective of this component will be to prepare and present
a comprehensive report and recommendations covering the following issues:

1. Afinancial model will be prepared to illustrate options that Imperial
Community College could implement to reduce various expenses and/or
increase revenue in order to balance the budget and sustain their financial
solvency

2. ldentify Institutional restriction such as past practices or services that have
been identified as the “Imperial Community College culture” of the College
including but not limited to collective bargaining contracts, legal constraints
including the 50% Law and the Full-Time Faculty Obligation (FON)

3. Develop an implementation plan, including a proposed timeline
4. On the revenue side, the report will review:

a) Enrollment opportunities

b) College foundation

¢) Grants and development

Fieldwork

FCMAT visited the college on May 21, June 11 and 12, June 20, and July 16 through 18, as well
as August 17, 2012 to conduct interviews, collect data and review documents. During that time,
FCMAT had discussions with board members, administrators, faculty, and classified staff, as
individuals and within groups, including the board of trustees, college council and instructional
council. On August 17, FCMAT made a brief presentation to the entire college and held two
break-out sessions where the team answered questions. Below is the step-by-step process followed
by the team as it worked with the college:
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Imperial Valley College’s Redesign Step-by-Step Process, Summer 2012

Study Purpose:

May 21

June 11-12

June 20

July 16-18

August 17

November 5

To identify recommended improvements to sustain financial solvency.
Areas of study include fiscal practices, FTES and enrollment manage-
ment planning, organizational structure, and program evaluation.

Discovery: FCMAT visits college to conduct initial interviews, gather
data, and review existing documents

Present step-by-step process: FCMAT visits college to meet with the
president and leadership team, develop internal college communication
strategies, and plan calendar of meetings. College will identify redesign
team members to follow through with redesign activities.

Begin fiscal analysis: Identify four peer colleges for comparisons (Col-
lege of the Desert, Hartnell College, Monterey Peninsula College and

Shasta-Tehama-Trinity College), complete comparison of fiscal perfor-
mance and administrative structure, share initial data analyses, conduct
analysis of 50% Law, employee contracts, and administrative structure.

Begin FTES and enrollment management analysis: Gather data.

Begin program evaluation process: Share recommended criteria and
process and begin creating teams and collecting data.

Board meeting: Review step-by-step process.

Meet with Redesign Team: FCMAT meets with redesign team to review
step-by-step process, calendar and communication strategies, and share
initial data. This group implements communication plan.

FTES and enrollment management plan development continues.

Facilitate and implement program evaluation process: Program evalu-
ation for academic programs to be led by academic team, and process
improvement for non-academic departments will be initiated and ongo-
ing.

Redesign process: FCMAT visits college to conduct meetings of both
internal and external stakeholders to receive input.

Team visits college to conduct meetings of:
Fiscal analysis
FTES and enrollment management
Program evaluation

FCMAT sends draft report electronically to college for their review.

FiscaL Crisis & MANAGEMENT ASSISTANCE TEAM



November 16 College report review comments due to FCMAT.
December 3 FCMAT submits final report electronically to cabinet and board.

To be determined Special board meeting: FCMAT presents final report.

Study Team

The study team was composed of the following members:

Michelle Plumbtree Julie Slark
FCMAT Chief Management Analyst
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Executive Summary

In March 2012, the California Community Colleges Chancellor’s Office on behalf of the
California Community College Board of Governors entered into a study agreement with the
Fiscal Crisis and Management Assistance Team (FCMAT) to address the growing fiscal crisis
at Imperial Valley College. The college is experiencing fiscal challenges caused by external and
internal decisions. The analysis and recommendations contained in this report will help the
college regain financial stability.

Requiring Fiscal Review and Analysis

The college has a rapidly declining fund balance and continued operating deficits, which will
necessitate immediate and ongoing budget reductions to avoid fiscal insolvency and possible state
intervention.

FCMAT discussed a broad range of topics with the staff and reviewed many documents to
understand the college’s current fiscal circumstance. In some instances, the college has taken
proactive steps to address budgetary issues; however, these have not been sufficient to eliminate
the ongoing structural deficit and to sustain fiscal solvency.

The topics explored with staff and in the document review included the following:

e Asof June 30, 2012, off-site instructional operations at Brawley, Calexico and El Centro
were ended, consolidating instruction on the main campus in an effort to save costs.

 Alternative actions other than employee layoffs that would yield savings such as furlough
days, retirement incentives, freezing salary schedule step movement and a reduced work
year for some categories of employees. Many have been implemented, although furloughs
and step freezes were for only one year. The college recently began the process to lay off
approximately 17 classified staff.

e The CSEA and CTA collective bargaining agreements were reviewed in order to identify
items that committed the college to added costs and limited decision-making ability.



Data models, samples, and templates for decision-making and the processes or
procedures that guide major decisions.

Hourly classified costs.
The college’s financial and expenditure history over the last seven years.

Recent external audits, particularly those related to major fiscal issues.

The analysis also selected four similar districts to use as comparisons in the areas of expenditures,
the 50% law, and administrative staffing.

In some instances, FCMAT determined that no further comment was warranted. For example,
the closure of off-site operations was completed and therefore needed no further consideration or
action from a budgetary standpoint (although there are implications for FTES generation and an



of $34.1 million, costs of $35.5 million and a deficit of $1.4 million. Projections (prior to



Fiscal Planning and Multiyear Financial Projections
The college’s financial difficulties, including a declining fund balance and continued operating



The information below summarizes years 2012-13 through 2014-15, with both scenarios
presented. These scenarios vary based on whether the governor’s tax measure passes. Under both
scenarios, the college has financial challenges, but under the tax failure scenario, the college will
have to address a budget shortfall that will require immediate and major changes in operations.

Multiyear Financial Projection Analysis



Program Evaluation

For this study, academic programs were evaluated using one common process, and for nonaca-
demic (administrative, business, and student services) programs, a separate approach was created
and used. After FCMAT reviewed the college’s educational master plan, program review reports,
and other materials, the college research department and academic program staff provided the
requested statistical information on 14 measures for each of 60 academic programs. Deans and
department chairs, working under the direction of the vice president for academic services, then
developed their own conclusions about the following for each program:

e Enrollment demand
e The projection for future enrollment demand and opportunities for future advancement
» A summary of each program’s health, using criteria suggested

FCMAT then reviewed the information and developed recommendations specifically for
academic programs.

For student services and other nonacademic programs, FCMAT found little data or evidence

to demonstrate that evaluation and improvement were routinely conducted at the college.
Because of the study’s time constraints, the priority of FCMAT’s program evaluation for these
departments was to implement a continuing process improvement activity. Two administrative
members of the college’s executive council volunteered to lead the effort, and a cross-functional
team process was developed with every department participating. The cross-functional team
facilitators first met for an orientation on July 17, 2012. Each department identified one process
for evaluation by August 17, 2012, considering opportunities for cost reduction, efficiency
enhancement, and contribution to student success and enrollment. By the end of 2012-13, every
department will have three processes assessed by cross-functional teams.

Overall, the college’s vision and mission, described in the educational master plan, are regularly
reviewed and linked to annual expenditure requests via a committee process. However, they were
not used during the serious fiscal downturn during the last four years and therefore did not guide
prioritization for expenditure reductions. Further, adequate structures and mechanisms for broad
communication, coordination of processes, and problem-solving among department leadership
staff, both academic and nonacademic, appeared to be lacking or severely limited at best. These
will be essential in the college’s efforts to regain its fiscal health.

Summary

Imperial Valley College is confronted with fiscal problems caused by external and internal deci-
sions. Solving these problems will not be easy. The analysis and recommendations contained

in this report, along with the tools provided to staff, will help the college maintain financial
solvency.

The college plays an important role in the community, along with employees and others who
are committed to the institution and students. That commitment is essential to the success of
the organization and its overall financial viability. If these various parties work together for the
greater health of the organization, everyone will benefit in the long run. Some recommendations



FISCAL REVIEW AND ANALYSIS

Findings and Recommendations

Fiscal Review and Analysis

Although examining the college’s fiscal condition was a key component, this study is not
intended to be viewed as a comprehensive audit. This report was developed to review and
evaluate how Imperial Valley College projects and allocates its fiscal resources and determine
whether the college’s budget assumptions and methods are reasonable and consider key economic
and district factors.

Like many community colleges across the state, Imperial Valley College has had to deal with
declining state revenue for a number of years, rapidly declining fund balance, and continued
operating deficits, which necessitate the use of ongoing and significant budget reductions to
avoid insolvency and possible state intervention.

FCMAT discussed a broad range of topics with the staff and reviewed many documents
to complete its analysis. In some instances, the college has taken proactive steps to address
budgetary issues; however, more action will be needed to avert fiscal insolvency.

The topics and issues included the following:

 Evaluation of off-site instructional operations, which were consolidated with the main
campus in Imperial as of June 30, 2012 as a budget reduction.

« Actions other than layoffs that would yield savings such as furlough days, retirement
incentives, freezing salary schedule step movement and a shorter work year for some
categories of employees. These have all been implemented although the furloughs and
step freezes were for only one fiscal year. The college subsequently has moved to lay off
approximately 17 classified staff members.

» Collective bargaining agreements with the California School Employees Association
(CSEA) and California Teachers Association (CTA), specifically identification of items
that committed the college to added costs and limited its decision-making ability.

e The college’s faculty obligation number in light of its actual full-time equivalent faculty,
which is about 50% higher than the faculty obligation number.

e The calculation and related components used to comply with the 50% law, which
requires half of each community college district’s current expense of education to be
spent on classroom salaries and benefits.

» Class sizes, classroom productivity, creation of the class schedule, and the number of full-
time equivalent students (FTES) as a component of enrollment management.

e Support from the unrestricted general fund for categorical programs and auxiliary
operations such as the bookstore and food services.

« Grants that anticipated the college continuing the program after the grant expired.
» Bond program costs that may be masking future general fund obligations.
e The costs and functions of faculty release time.

 Retiree health benefits program.

13



» Comparing and verifying staffs members’ apportionment worksheets, against the State
Chancellor’s Office reports.

« Previous budget savings actions and assumptions anticipated for fiscal year 2012-13.
» Data tools, processes and procedures used to guide major decisions.

e The identification of four other community college districts to be compared with
Imperial Valley College in expenditures, the 50% law, and administrative staffing levels.

» The college’s financial and expenditure history over the last seven years.
e Hourly classified costs.

» Recent external financial statement audits to identify any major fiscal issues and audit
findings.

Some of these topics needed no additional comment beyond the initial discussion since they
were completed, or additional analysis indicated they would not yield adequate savings. For
example off-site operations at Brawley, Calexico and EI Centro were closed in 2011-12, so no
further consideration or action was needed from a budgetary standpoint although the implica-
tion for FTES generation and an enrollment management plan still needed attention. Another
area, hourly classified costs, was primarily in the area of student workers and tutoring and totaled
approximately $350,000 when combined or about 1% of the unrestricted general fund budget,
which is not significant enough in value for FCMAT to analyze further.

The balance of this report includes findings and recommendations in the areas that require
further attention. During fieldwork, FCMAT also identified additional issues that required
further research and analysis. These are noted throughout the report.

The scope of FCMAT s review included fiscal review and analysis and a benchmark comparison
of Imperial Valley College with similar community college districts. This was completed to
provide data to help the college make decisions that would help sustain financial solvency and
maintain recommended reserve levels.

Benchmarking and Data Analysis

To provide additional context, four similar community college districts were selected to develop
comparisons of fiscal performance and administrative structure. These were College of the
Desert, Hartnell College, Monterey Peninsula College and Shasta-Tehama-Trinity College. No
two districts are identical, but FCMAT s goal was to select colleges with a sufficient number

of similarities for a valid comparison. Therefore, very large and very small FTES colleges,
urban, multicollege, basic aid, and those colleges with state-approved centers were immediately
excluded.

The two most significant criteria in selecting comparison districts were the level of FTES and
being a single-college district. The four selected colleges meet both criteria and are outside of
large urban settings. Although not part of the criteria used to select comparison districts, each of
the selected colleges has a recent five-year history of having a stable or increasing fund balance.
Hartnell College serves a large Hispanic population and supports an active agricultural commu-
nity. College of the Desert is located near Imperial Valley College, Shasta-Tehama-Trinity College



FISCAL REVIEW AND ANALYSIS

Financial Comparison

The following section points out the areas where Imperial Valley tends to spend more than the
four similar comparison districts, where spending is similar, and where it spends less. Since this
includes a great deal of data, this report summarizes key findings, and includes tables with addi-
tional detail. FCMAT also included descriptions of what each line of data represents. Appendix
A, which is attached to this report, includes detailed information.

Because no two community college districts are the same, any statistical report must be evaluated
in context. Although different districts may provide similar services, the extent of services and

the methods of providing them can be determined locally by the governing board and are often
decided based on the culture of the organization. As a result, each cost area will not exactly match
that of other districts.

FCMAT examined the degree and level of resources committed to each service and determined
the categories where Imperial Valley College spends more or less than similar districts. These
differences can be the result of efficiencies, inefficiencies, or the college’s level of commitment to
a specific service or category. The data shows that overall, Imperial Valley College spends more
than its peers, and highlights where this occurs. These areas can be considered for cost contain-
ment, reduction, or organizational modification. Overall, this type of analysis provides a data
driven basis to assist in making important financial decisions.

The information included in the comparative analysis was collected from the State Chancellor’s
Office fiscal data abstract, which is a compilation of information submitted by every California
community college district. The most recent data available is for fiscal year 2010-11, and the
information available is for the total unrestricted and restricted general fund. Although it would
be preferable to have only the unrestricted general fund data for a comparison, the state does not
separate the unrestricted data sufficiently. Because of this factor, FCMAT verified the ratio of
unrestricted expenditures to the total general fund expenditures for each district to help validate
the appropriateness of the selected comparison districts. This ratio is provided in the comparison
table immediately following the list of FTES in Appendix Al. Taxonomy of program (TOP)
codes 6000 through 6700 reflect mostly unrestricted costs, which again adds credibility to the
comparison.

FCMAT used two methodologies when compiling the comparisons. The first was to review what
percentage of the budget each district spent for a specific activity. For instance, Imperial Valley
College spends 1.37% of its budget on admissions and records, while College of the Desert
spends 1.65% of its budget for the same function. This comparison was conducted for all the
peer districts. FCMAT’s goal was to measure the college against each of the comparison districts
to determine its performance for each function. This process reveals where each district places
more or less emphasis and helps verify whether resources are spent in accordance with a district’s
mission and goals.

The second approach was to translate this data into spending per FTES to demonstrate how

the college compares to the other districts. For example, the college spends $855 per FTES for
general services (TOP code 6700), and College of the Desert spends $632 per FTES for the same
function. Imperial Valley College would need to reduce spending by $223 per FTES to spend
the same as College of the Desert, which would result in a total reduction of $1,646,000. This
example was not provided to suggest that Imperial Valley should spend less in this area, but to
illustrate how to interpret the data. The amount spent per FTES is the common denominator
that allows FCMAT to place a value on the differences.

15



FISCAL REVIEW AND ANALYSIS

To further distinguish between the two approaches, data in the first half of the comparison
through Line 14 responds more slowly to changes in FTES. In the second half of the report,
Lines 15 through 28, the measurements are by FTES so changes in that area are immediate as the
FTES levels change.

Although this information allows comparisons to be made, it requires further validation by the
college because other circumstances may affect the results. These circumstances may include
errors in posting costs, which FCMAT would not be able to identify as part of this review.

As the college reviews this comparison, it may decide that the higher costs are warranted and in
line with its goals, but should also recognize that this means fewer resources for other activities.

FCMAT has provided the college staff with the forms, samples, and templates to complete this
type of analysis in the future if it is determined to be helpful. Because the number of FTES
changes and expenditure patterns shift, the data in this type of comparison will change, and the
analysis will need to be updated as time progresses.

Summary of Results

FCMAT initially examined costs by broad categories (Section 1) and then by various operational
TOP codes (Section 2). For those TOP code activities that I\VC had higher costs, FCMAT also
analyzed the TOP code subactivities (Section 3).

Section 1 - A ranking of 1 means highest cost and 5 lowest.

Value to
Major Category Rank  Reach Average
SPEND
Academic Salaries (Line 15 of analysis) 1 -$3,817,000 less
Classified Salaries (Line 16 of analysis) 2 -$199,000 less
Employee expenses including benefits (Line 17 of analysis) 2 -$5,250,000 less
Instructional expenses (Line 19 of analysis) 3 $900,000 more
Total Expenditures (Line 18 of the analysis) 2 -$3,720,000 less
Total Expenditures just through TOP code 6700 (Line 28 of analysis) 1 -$4,890,000 less

For the above categories, FCMAT found that Imperial Valley College spends more per FTES
than the four comparison districts. To more closely align this ranking, the college would need to
spend less in the listed categories or increase FTES without adding additional costs.

FCMAT examined which activities (based on TOP codes) reflect higher costs.

Employee expenses, with the addition of benefits, Line 17, increase the variance between
Imperial Valley College and the comparison districts, suggesting that the college’s benefit costs are
greater than its peers.

The total e