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November 14, 2019

Mr. Samuel Resendez, Interim Superintendent
McFarland Unified School District

601 2nd Street

McFarland, CA 93250

Dear Interim Superintendent Resendez:

In April 2019, the McFarland Unified School District and the Fiscal Crisis and Management Assistance Team (FC-
MAT) entered into an agreement for FCMAT to conduct a review of the district’s associated student body (ASB)
operations. Fieldwork and site visits were planned for August 2019. The agreement stated that FCMAT would
perform the following:

1. Conduct on-site technical assistance for the McFarland Unified SchoolDistrict, evaluating
the district’s associated study body operations, which would include policies, processes and
procedures, such as forms, used at the district office and school sites. At the conclusion of
fieldwork, a management letter will be provided with written findings and recommendations.

2. In addition, conduct a 3.5-hour ASB workshop for the district during the visit. Attendees should
include district office staff providing oversight to ASB, site principals, vice principals, activity
directors, athletic directors, bookkeepers, and members of the student council.

This final report contains the study team’s findings and recommendations.

FCMAT appreciates the opportunity to serve the McFarland Unified School District and extends thanks to all the
staff for their assistance during fieldwork.

Sincerely,

Pechadd 70

Michael H. Fine
Chief Executive Officer

Michael H. Fine « Chief Executive Officer
1300 17th Street — City Centre, Bakersfield, CA 93301-4533 - Tel. 661-636-4611 - Fax 661-636-4647
www.fcmat.org
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ABOUT FCMAT

About FCMAT

FCMAT’s primary mission is to assist California’s local K-14 educational agencies to identify, prevent, and resolve
financial, human resources 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, support the training and development of chief business officials and help to
create efficient organizational operations. FCMAT’s data management services are used to help local education-
al agencies (LEAs) meet state reporting responsibilities, improve data quality, and inform instructional program
decisions.

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 LEA to
define the scope of work, conduct on-site fieldwork and provide a written report with findings and recommenda-
tions to help resolve issues, overcome challenges and plan for the future.

FCMAT has continued to make adjustments in the types of support provided based on the changing dynamics
of K-14 LEAs and the implementation of major educational reforms.FCMAT also develops and provides numer-
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ous publications, software tools, workshops and professional development opportunities to help LEAs operate
more effectively and fulfill their fiscal oversight and data management responsibilities. The California School In-
formation Services (CSIS) division of FCMAT assists the California Department of Education with the implemen-
tation of the California Longitudinal Pupil Achievement Data System (CALPADS). CSIS also hosts and maintains
the Ed-Data website (www.ed-data.org) and provides technical expertise to the Ed-Data partnership: the Califor-
nia Department of Education, EdSource and FCMAT.

FCMAT was created by Assembly Bill (AB) 1200 in 1992 to assist LEAs to meet and sustain their financial obliga-
tions. AB 107 in 1997 charged FCMAT with responsibility for CSIS and its statewide data management work. AB
115 in 1999 codified CSIS’ mission.

AB 1200 is also a statewide plan for county offices of education and school districts to work together locally to
improve fiscal procedures and accountability standards. AB 2756 (2004) provides specific responsibilities to
FCMAT with regard to districts that have received emergency state loans.
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ABOUT FCMAT

In January 2006, Senate Bill 430 (charter schools) and AB 1366 (community colleges) became law and expand-
ed FCMAT’s services to those types of LEAs.

On September 17, 2018 AB 1840 was signed into law. This legislation changed the how fiscally insolvent districts
are administered once an emergency appropriation has been made, shifting the former state-centric system to
be more consistent with the principles of local control, and providing new responsibilities to FCMAT associated
with the process.

Since 1992, FCMAT has been engaged to perform more than 1,000 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 Michael H. Fine, Chief Executive Officer, with
funding derived through appropriations in the state budget and a modest fee schedule for charges to request-
ing agencies.

Fiscal Crisis and Management Assistance Team McFarland Unified School District
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INTRODUCTION

Introduction

Background

The McFarland Unified School District is located in the city of McFarland and serves approximately 3,533
students at one comprehensive high school, one continuation high school, one junior high school and three
elementary schools.

The district is working to improve its operations and procedures related to associated student body (ASB) funds.
As a result of self-evaluation, the district recognized that more work is needed in this area and contracted with
FCMAT to review its ASB operations.

Three of the most important items needed for any district’s ASB operations are board policies, administrative
regulations, and detailed operating manuals.

Page five of the FCMAT Associated Student Body Accounting Manual, Fraud Prevention Guide and Desk Refer-
ence (FCMAT ASB Manual) states,

. The governing board of the school district, charter school or community college is ulti-
mately responsible for everything that happens in the district, including the activities of
student organizations. Under Education Code section 48930 for K-12, and section 76060
for community colleges, the governing board has the authority to approve the formation of
a student body organization within the district. This means that governing boards are not
required to allow student body organizations to exist. Many districts have chosen to stop
student fundraising and organizations as a last resort because of continual and severe non-
compliance issues, including fraud.

. In assuming the authority the Education Code gives them, governing boards establishes
parameters for district operations through board policies and regulations. These policies
and regulations must specify how the student body organization will be established,
how the organization’s activities will be supervised, and how the organization’s finances
will be operated and managed. The district’s administration is responsible for establish-
ing and monitoring the procedures to carry out the policies and regulations adopted by
the governing board.

. Students are raising funds for their own benefit and are able to make decisions about the
funds (with co-approval from an administrator); however, when there is a conflict, governing
board policies and regulations override ASB decisions because ultimately the funds are
under the governing board’s authority.

. A comprehensive board policy is the cornerstone of sound practices in student organiza-
tions. This is most effectively achieved by establishing a comprehensive district ASB
manual for all student organizations to follow, and referencing it in board policy that
requires all staff to follow the manual’s guidance...

[Emphasis added]

Page 15 of the FCMAT ASB Manual states the following in its discussion of governing board policy and adminis-
trative regulations:

Because most ASB operations relate directly to business management functions, the district’s
chief business official should take a lead role in ensuring that the district has appropriate board

Fiscal Crisis and Management Assistance Team McFarland Unified School District



INTRODUCTION

policies and administrative regulations regarding the operation and management of the organi-
zation’s finances. In addition, all individuals involved with the ASB should receive training at least
every two years on ASB laws, policies, regulations, internal controls and good business practices.
The district’s business office should take the lead in ensuring that this training is provided. ASBs
must be made aware that district policy applies to them, and people involved in ASB must
understand that district board policies and regulations are an additional set of laws that ASB
organizations must follow. All district board policies that apply to general district operations
apply to ASB as well, unless there is a policy stating otherwise.

[emphasis added]

In addition to board policies that apply to ASB operations, districts must ensure they follow each ASB club’s
constitution and bylaws.

Study Team

The study team was composed of the following members:

Michael Ammermon, CPA, CFE, CRFAC, DABFA Paul S. Horvat, CPA, CFE, MBA
FCMAT Intervention Specialist FCMAT Consultant
John Lotze

FCMAT Technical Writer

Study Guidelines

In April 2019, the McFarland Unified School District and the Fiscal Crisis and Management Assistance Team (FC-
MAT) entered into an agreement for FCMAT to conduct a review of the district’s associated student body (ASB)
operations. Fieldwork and site visits were planned for August 2019. The agreement stated that FCMAT would
perform the following:

1.

Conduct on-site technical assistance for the McFarland Unified School District, evaluating
the district’s associated study body operations, which would include policies, processes and
procedures, such as forms, used at the district office and school sites. At the conclusion of
fieldwork, a management letter will be provided with written findings andrecommendations.

In addition, conduct a 3.5-hour ASB workshop for the district during thevisit. Attendees should
include district office staff providing oversight to ASB, site principals, vice principals, activity
directors, athletic directors, bookkeepers, and members of the student council.

FCMAT visited the district office and two school sites on August 20-22, 2019 to conduct interviews with district
and school staff, collect data, review documents, and conduct an ASB workshop. Based on fieldwork conducted,
FCMAT determined that the findings and recommendations presented in this report are applicable to all school
sites and that each school would benefit from implementing the recommendations.

Fiscal Crisis and Management Assistance Team McFarland Unified School District Vi



EXECUTIVE SUMMARY

Executive Summary

Although the district has adopted board policies and provided some training in the past related to its ASB op-
erations, many procedures and practices can be improved. The district recognizes the issues discussed in this

report, attended a districtwide ASB workshop conducted by FCMAT, and is receptive to improving ASB internal
controls, policies and procedures. The following is a summary of ASB-related practices and procedures that the
district and FCMAT have found need improvement:

Various ASB-related governing board policies need to be updated and clarified. The board
should consider adopting as part of its board policies and administrative regulations the FC-
MAT ASB Manual, as well as a supplemental district ASB manual, guide or list of allowable and
prohibited activities. This would help define and communicate which ASB-related practices and
activities are allowable and which are prohibited.

Board policy needs to specifically identify the title of the individual(s) the board has selected as
designee(s) to approve fundraisers, such as the school principal(s).

The district needs to continue to improve internal controls related to ASB, and should imple-
ment annual ASB training. Internal controls are needed for fundraisers, forms, purchasing and
preapproval, counting and transport of funds with a witness, keeping control of cash, secure
custody of cash, and securing funds in a safe. These measures will improve the integrity of ASB
processes and procedures.

A whistleblower hotline is always recommended as a way for individuals to report concerns
about possible fraud.

The district should correct its QuickBooks ASB accounting software chart of accounts structure
and having a QuickBooks professional individually train the bookkeeper at each school in its
use.

All ASB trust accounts need to be evaluated to determine if the club each belongs to meets the
criteria and requirements for being part of ASB. Accounts or trusts for clubs that do not meet
the criteria should be removed from the ASB and accounted for in other accounts approved by
the district’s business office.

Club budgets, inactive clubs, and large and negative club cash balances need to be evaluat-
ed. All clubs are required to have a budget and should not spend any funds until a budget is

in place. Inactive clubs should be closed, and any club with a large or negative cash balance
should be evaluated to determine whether it should continue as a club and what the disposition
of its cash balance should be if it does not.

The appropriate administrator(s) need to review and sign all financial reports and bank reconcil-
iations.

All schools need to use the same forms and use the same type of chart of accounts in the
accounting software. Consistent accounting and the use of multicopy forms will strengthen
documentation and authorizations and should improve accountability and internal controls.

Scholarships, volunteer recognition, raffles, independent contractor 1099 reporting, and meet-
ing minutes are also important aspect of ASB and need to be evaluated for applicability and
completeness. Scholarships, recognition or awards of any kind, and raffles all need specific
board policies that address how they are to be conducted and what the district will allow.

Fiscal Crisis and Management Assistance Team McFarland Unified School District
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FINDINGS AND RECOMMENDATIONS ASB Policies and Procedures, Board Designee, Board Policies, and Internal Controls

Findings and Recommendations

ASB Policies and Procedures, Board Designee,
Board Policies, and Internal Controls

To ensure successful ASB operations, school entities need the following:

. Comprehensive board policies and administrative regulations for ASB operations and funds;
these should include guidance that goes beyond what is in the law, including procedures, best
practices and internal controls.

. A comprehensive and user-friendly ASB manual that provides guidance for all individuals in-
volved in day-to-day ASB activities.

. A significant level of oversight and support from the district’s business office.

. Annual training (internal or external) for all staff members and students who work with ASB
operations.

. Standard processes, procedures and forms at all schools.

ASB Policies, Procedures and Manual(s)

The district is aware that it needs additional guidelines and controls in this area. The district has some board
policies regarding ASB funds, but is using an older 2009 version of the FCMAT Associated Student Body Ac-
counting Manual, Fraud Prevention Guide, and Desk Reference (FCMAT ASB Manual). The current version of
the FCMAT ASB Manual is the 2015 edition, which has the most up-to-date ASB policies, procedures and fraud
awareness tools.

In addition, although the district’s board policies reference the FCMAT ASB Manual, they do not indicate that
the district has adopted it or created its own ASB accounting manual, guide, handbook, or list of allowable and
prohibited activities as part of its policies and procedures. Updating board policy to include this specificity
would give staff more direction about which resources to rely on when questions arise. Suggested board policy
language is as follows:

The governing board adopts, on an ongoing basis, the most recent Fiscal Crisis and Management
Assistance Team (FCMAT) Associated Student Body Accounting Manual, Fraud Prevention Guide,
and Desk Reference and the McFarland Unified School District ASB Manual as district ASB board
policy. If any conflict occurs between the most recent FCMAT Associated Student Body Account-

ing Manual, Fraud Prevention Guide, and Desk Reference and the McFarland Unified School Dis-

trict ASB Manual, the policies and procedures established in the latter document will prevail.

This type of language would allow the district to modify its own ASB manual, guide, handbook, or list of al-
lowable and prohibited activities to include specific policies and procedures that may differ from those in the
FCMAT ASB Manual.

Board Policy and Designee

The FCMAT ASB Manual consistently discusses use of a board designee. A board designee for ASB is the per-
son the board designates to approve ASB fundraisers and activities on behalf of the board.

Fiscal Crisis and Management Assistance Team McFarland Unified School District



FINDINGS AND RECOMMENDATIONS ASB Policies and Procedures, Board Designee,Board Policies, and Internal Controls

The district’s board policies lack clear instructions and information regarding who its board designee is for ASB
purposes. The district needs board policy that identifies a designee or designees for approving fundraisers

and activities. Without such a designee or designees, the board is responsible for approving all fundraisers for
the ASB, boosters, foundations, and all other district- or school-connected organizations. Typically, a board will
designate each school principal to approve ASB fundraisers and activities because the principal is most familiar
with the activities and school-connected organizations at their school. Once a school principal is identified as

a board designee for ASB purposes, approval and oversight become the principal’s responsibility; he or she
should not further delegate that authority.

Education Code Section 48932 requires that the governing board approve fundraising events as follows:

The governing board of any school district may authorize any organization composed entirely of
pupils attending the schools of the district to maintain such activities, including fund-raising activi-
ties, as may be approved by the governing board.

The governing board of any school district may, by resolution, authorize any student body organi-
zation to conduct fund-raising activities on school property during school hours provided that the
governing board has determined that such activities will not interfere with the normal conduct of
the schools.

Education Code Section 51521, Fundraising Projects, states that the governing board of the district, or the
board’s designee, is responsible for approving all fundraising:

No person shall solicit any other person to contribute to any fund or to purchase any item of per-
sonal property, upon the representation that the money received is to be used wholly or in part
for the benefit of any public school or the student body of any public school, unless such person
obtains the prior written approval of either the governing board of the school district in which such
solicitation is to be made or the governing board of the school district having jurisdiction over the
school or student body represented to be benefited by such solicitation, or the designee of either
of such boards.

[emphasis added]

Board policies apply to ASB; therefore, policies and administrative regulations already in place regarding
awards, purchasing, travel, reimbursements and other items apply to ASB. Policies that apply to ASB should be
identified and included in any ASB manual, guide, handbook, or list.

Internal Controls

Comprehensive board policies, ASB manuals, training, and oversight are all components of a strong ASB in-
ternal control system. Internal controls begin with gaining an understanding of how processes and procedures
are operating, and evaluating them for improvement. This report identifies processes, procedures, forms and
practices that need improvement.

Annual Training

Annual ASB training is a best practice. Those trained should include administrators, activities directors, club
advisors, coaches, athletic directors, bookkeepers, student council members and other student leaders. Those
trained may also include members of school-connected organizations such as booster clubs, parent-teacher
associations, and parent-teacher organizations. Annual training is an opportunity to identify weaknesses and
practices that need improving, and for schools to keep practices aligned with one another.

Fiscal Crisis and Management Assistance Team McFarland Unified School District



FINDINGS AND RECOMMENDATIONS ASB Policies and Procedures, Board Designee,Board Policies, and Internal Controls

Whistleblower Hotline

The district does not have an independent third-party whistleblower hotline or web-based fraud reporting ser-
vice. Having such hotline or service can benefit any ASB and is essential to both detecting fraud and establish-
ing the perception that it is likely to be detected. Fraud prevention experts believe that people are less likely to
commit fraud when they perceive a greater probability of detection.

Recommendations
The district should:

1.

Amend its board policies to identify a board designee or designees for approving ASB
fundraisers and activities, or stipulate in board policy that the board will approval all
fundraisers. If the board selects a designee or designees to approve fundraisers and activities,
board policy should identify each designee by title, such as school principal.

Develop a districtwide ASB manual, guide, handbook, or list of allowable and prohibited ASB
activities, and ensure that this document includes as an additional resource all district board
policies and administrative regulations that apply to ASB.

Amend its board policies to indicate that the most recent FCMAT Associated Student Body
Accounting Manual, Fraud Prevention Guide and Desk Reference and the McFarland Unified
School District ASB Manual (or equivalent local document) are additional governing board-
approved policies and procedures.

Continue to provide staff with annual training regarding its ASB manual and procedures. And,
ensure that each ASB has obtained from the FCMAT website at least a PDF copy of the FCMAT
ASB Manual.

Ensure that new staff members and student council members are provided with ASB training
throughout the year, and with copies of the district’s and FCMAT’s ASB manuals.

Establish a fraud reporting service.

Fiscal Crisis and Management Assistance Team McFarland Unified School District



FINDINGS AND RECOMMENDATIONS ASB Accounting Software

ASB Accounting Software

The district is using QuickBooks accounting software to account for ASB transactions. QuickBooks is sufficient
to perform ASB accounting; however, how the software is used and the way transactions are processed are vital
to producing accurate financial reporting. FCMAT examined accounting transactions in QuickBooks and found
accounts incorrectly set up and used. At one school, the ASB accounting was originally set up correctly; how-
ever, according to the ASB bookkeeper, she was informed that the trust accounts were set up incorrectly, and
the chart of accounts was subsequently modified to differ from what the ASB bookkeeper thought was correct.
These modifications sometimes included establishing new accounts, but the club trust balances were not fully
moved to the new accounts, leaving many accounts incomplete. The end result was that the bookkeeper was
left with inaccurate books and confusion regarding what is the right way to account for ASB funds.

According to the ASB bookkeeper, she was instructed to record customer’s deposits in accounts used for ven-
dors. In QuickBooks, customers are individuals or entities the ASB invoices and/or receives money from, and it
records each of these transactions as a deposit. By contrast, a vendor is someone the ASB pays for services,
supplies, reimbursements, or other items. Customer and vendor accounts should not be combined.

The ASB bookkeepers are not formally trained accountants; they need a simple set of ASB accounting books
that are in balance along with clear instruction on the proper use of accounts. The simplest form of ASB trust
fund accounting is to set up each club as a liability trust account. Using this method, the bookkeeper records all
deposit and disbursement transactions in each individual club’s account. The ASB general account may use oth-
er accounts such as revenue and expense accounts to record specialized transactions, but until the accounting
records are corrected the simplest and most efficient club accounting method would to use liability accounts.

Recommendations
The district should:

1. Arrange for a QuickBooks professional to train each of the ASB bookkeepers at their
respective school.

2. As part of the training for ASB bookkeepers, have the QuickBooks professional help the
bookkeepers correct the ASB chart of accounts, customer and vendor accounts and all other
potential errors to ensure proper accounting of ASB club trust funds and proper recording of all
balances.

3. Ensure that the correction of the ASB records and the individual training for ASB bookkeepers
are scheduled at times that cause the least possible disruption to ASB operations.

Fiscal Crisis and Management Assistance Team McFarland Unified School District 4



FINDINGS AND RECOMMENDATIONS Student Body Accounts

Student Body Accounts

Student organizations in middle schools and high schools are called organized ASBs because the students
organize their activities through student clubs and a student council. Adults (certificated advisors, principals,
assistant principals, and district office staff) provide oversight and assistance, but the students do the work and
make the decisions.

Club and Trust Criteria

Each club in an organized ASB should have its own focus and organizational requirements. Students in orga-
nized ASBs are responsible for their organizations: the student council and student club leaders hold formal
meetings, develop budgets, plan fundraisers, decide how the funds will be spent, and approve payments. The
school administrators, ASB bookkeeper and club advisor(s) assist and advise.

Every clubs needs the following to qualify as an official club under an ASB:

. A club advisor. This person must be a certificated employee who has a valid teaching creden-
tial, has agreed to serve as the club advisor, and is named in the club application.

. Student officers

. A formal application to form a club
. A constitution

. Official meetings

. Meeting minutes that serve as the record of each meeting and the actions taken, demonstrat-
ing that the student council or club has followed the ASB organization’s policies and proce-
dures.

. An adopted budget

To become a recognized part of the student body organization, a club, like the ASB itself, must be composed
entirely of students enrolled at the school. In addition, for fundraising and expenditures to be legitimate, stu-
dents must be the primary authority on both, with adults co-approving. If all of these elements are not in place,
then the funds do not belong in an ASB account.

All clubs need to follow the regulations in the ASB constitution regarding club formation. Any group of students
may apply for permission to form a club by submitting a proposed charter or application to the ASB; however, for
a club to exist, it must prepare a constitution and have it approved by the ASB leadership. Club bylaws are also
important because they provide additional rules the club will follow; these should also be approved along with
the constitution.

Most ASB clubs at the district’s schools lack ASB-approved applications, constitutions, or bylaws. Some ac-
counts kept as ASB accounts are used primarily as a convenience, or it is not known if the account is for a club;
the students do not decide whether to have fundraisers or how funds in these accounts are spent. Until the
correct forms are approved, any group of students who operate as a club within the ASB are not an official club
and should not be accounted for within the ASB. Even ASB leadership or student council, if it lacks the proper
applications and approvals, is not an ASB club.

Other clubs FCMAT reviewed are considered rolled-up or under ASB leadership and are considered quasi-clubs.
According to the district, these quasi-clubs are clubs in name only. Although the students are involved, there are
no formal club organizing and governance documents, an advisor is not named in an application, and purchases
and fundraisers are approved by ASB leadership rather than at the individual club level.

Fiscal Crisis and Management Assistance Team McFarland Unified School District 5
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ASB accounts should be established and funded from ASB club activities and fundraising, such as dance ticket
sales, snack shop sales, or yearbook sales if there is a yearbook club. Students should be the primary decision
makers regarding ASB funds. If the students are not the primary decision makers (i.e., adults are making the
decisions), or if the club advisor is not a certificated instructor (e.g., a walk on coach, classified staff member,
or volunteer), or of there is no club constitution, then that club’s funds do not belong in the ASB and should be
moved to a district business office-approved school budget account.

Any donations from parents or others that were not generated from ASB activities or fundraising belong in a dis-
trict’s donation account for a specific school, not an ASB account. It is best practice to use the school’s district
budget accounts for these types of donations from parents, students and community members or groups, and
to set them aside in a locally restricted resource so the funds are segregated. Only donations that are a result of
club activity and/or fundraising may be accounted for in the ASB accounting records.

Athletics

The district pays for referees by reimbursing the ASB for its payments to referees. Athletic activities may be
operated as part of the ASB, with funds deposited into the ASB bank account. Keep in mind that all funds de-
posited into the ASB account are under the control of the students, who decide how funds are spent. If the ASB
only holds money for the athletics or sports trust accounts, then not all aspects of athletics belong in ASB. For
athletics or sports trust accounts to be part of ASB, they must have the following:

. ASB-approved constitutions and budgets
. Minutes

. A certificated instructor as the club advisor who is present at all games, practices and events
(this is an Education Code Section 48933(b) requirement for an ASB club)

. Students making the decisions for all activities, purchases and fundraising

. Preapproved purchases for all expenditures, signed by the student representative of the club,
the club advisor, and the principal

All funds deposited into the ASB accounts are under the control and direction of the ASB; adult administrators
co-advise, but students make the decisions. If all the rules for trust fund accounting of ASB funds cannot be
followed, those funds, including for payments to referees, should be moved to another district-approved non-
ASB account. If athletics is not operated as club or clubs that meet the ASB criteria, the following options are
available:

Option 1

Remove athletics from ASB and operate it from a district-operated school budget account. This means the
deposits for gate receipts and other revenue should be taken to the district office, and checks should be writ-
ten through the district’s warrant system. The accounting could still be processed by the ASB bookkeeper but
would use the district’s accounting system.

If this option is selected, it is best practice to develop an athletics manual or guide that specifies how funds will
be accounted for, the approval processes, and all other procedures that athletics should follow. For example,
purchases should always be preapproved, a budget should be prepared and approved, and funds should be
counted only with a witness present. If revenue is to be shared between athletics and ASB, develop agree-
ments, contracts or memoranda of understanding that describe in detail all arrangements, and ensure that
these are approved by the district’s business office and agreed to and signed by both athletics and ASB. These

Fiscal Crisis and Management Assistance Team McFarland Unified School District 6
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measures help provide good business practices and internal controls that are essential to effective management
of funds and accounts.

Option 2

Remove athletics from ASB and operate it from its own district-approved school bank account, separate from
ASB, and with its own separate accounting books. The accounting could still be done by the ASB bookkeeper
using the same ASB accounting software, but athletics would have its own company file and chart of accounts.
Deposits for gate receipts would be placed in this new bank checking account, which could be considered a
separate trust account but not an ASB club account, and which would be subject to audit by the district’s audi-
tor.

If Option 2 is selected, the district should follow the same best practices specified in the second paragraph
under Option 1 above.

Option 3

Leave athletics in ASB, follow all the rules and criteria for ASB clubs, and determine how athletics should be or-
ganized. Athletics in ASB may be organized as one athletics club for all sports or as multiple clubs, one for each
individual sport.

Athletics Club
Chapter 4 of the FCMAT ASB Manual states:

For any sports revenues and expenditures to be accounted for and part of the ASB account, the
sport must meet the same ASB club requirements. Each sport may be a separate club with its own
constitution, certificated advisor, budget and other required elements, or multiple sports can be
organized as one athletics club, with each sport having representation in the club. The athletics
club must be led by enrolled students. Each sport in the athletics club should elect at least one
delegate or commissioner to be a member of the club’s student leadership, thus ensuring that
each sport receives representation. Each sport represented in the athletics club may then be ac-
counted for in the ASB accounting record as a sub-account of the athletics club.

If the athletic director of the school is a certificated employee of the district, the athletic director
may serve as club advisor.

Organizing as an athletics club means that there is one athletics club, and all sports are subcomponents of that
club. Each sport should have a representative in the athletics club leadership. Each sport should account for its
funds separately but as a component of the total club budget. The athletics club would have one constitution
and one set of bylaws, at least one budget, and one set of minutes. Students would make the decisions, includ-
ing preapproving purchases for the club and for each sport, and the club would have at least one certificated
club advisor. However, because the club advisor must be at all activities, including all games and practices, it is
acceptable to name more than one certificated club advisor in the club application and constitution to ensure a
club advisor is always present. Volunteers, walk-on coaches, and other district-approved individual are allowed
to assist, but they cannot be the club advisor and cannot be left alone with students; an official club advisor
must be present.

Clubs for Individual Sports

If athletics is organized using a club for each sport, each sport must have its own constitution and bylaws, bud-
get, and minutes. Students must make the decisions, including preapproving purchases, and the club must have
at least one certificated advisor. A club advisor must be at all activities, including games and practices so it is
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acceptable to name more certificated advisors in the club application and constitution to ensure an advisor is
always present. Volunteers, walk-on coaches, and other district-approved individuals are allowed to assist, but
they cannot be considered the club advisor and cannot be left alone with students; an official club advisor must
be present.

Other Non-ASB Accounts

FCMAT examined many but not all of the accounts held in ASB; it is possible that the district has accounts that
do not belong in the ASB, such as accounts for school administrators’ or teachers’ discretionary use (e.g., staff
appreciation, staff coffee funds, non-ASB field trips, computers, caps and gowns, plaques for teachers, exam
test fees, library fines, and other such items). These types of accounts are for convenience and are considered
pass-through accounts; they do not belong under ASB. The only accounts that belong in ASB are club accounts,
class accounts (such as class of 2021 or senior class), and ASB-approved scholarship accounts.

If a school administrator or teacher is deciding how to spend funds, the account does not qualify as an ASB ac-
count. ASB funds are to benefit the students, not to supplement a class or adult’s budget, nor to be spent based
on an adult’s decision. The students should decide how to spend these funds.

Because students are neither conducting activities or fundraisers to generate these funds nor making decisions
about how to spend these funds, the accounts do not qualify as ASB accounts. These funds should be closed
out of the ASB, and the account(s) should be removed or made inactive. If some of these accounts are meant

to be clubs, proper club applications, constitutions and bylaws should be prepared and approved to establish a
club.

Recommendations
The district should:

1. Ensure that each club meets the criteria required to be an ASB club.
2. Ensure that each club has a set of bylaws to provide additional rules the club will follow.
3. Certify that all fundraisers and expenditures are approved in advance by students in each club.

4. Ensure that every ASB club has a formally-approved application and a constitution approved by
ASB leadership before it begins any activities.

5. Transfer all non-ASB club accounts, including but not limited to pass-through type accounts,
into another district donation account, and discontinue accounting for non-ASB activities in the
ASB financial records.

6. Determine how athletics will be operated and function. If athletics will be removed from ASB,
establish all of its operating details, policies and procedures. If athletics will remain part of ASB,
ensure that it has all the elements required to be part of ASB.

7. Ensure that any athletic program receipts that are not intended for ASB use and that do not
have the required elements in place are held at the district as a donation trust account or other
approved account, not accounted for using the ASB.

8. Ensure that non-ASB donations from parents, students or community members or groups
are deposited in the appropriate school’s district donation account, not accounted for
through the ASB.
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ASB Club Budgets, Inactive Clubs, Large Club
Balances, and Negative Balances

Budgets

The district’s student clubs, including ASB general/student leadership, do not prepare annual budgets. To quali-
fy as an ASB account, every club, including the main ASB club through the student council, must have an annual
budget that is monitored and updated as the year proceeds. A budget is a financial plan for a specific period of
time; it allows the ASB to estimate at the beginning of the fiscal year what its financial situation will be at the end
of the year.

The student council and each individual club should develop a budget for each fiscal year. The budget docu-
ment should include the club’s or council’s annual goals and a plan for achieving those goals by deciding the
following:

. Estimated revenues: What fundraisers will the club or council have and how much revenue are
they expected to produce?

. Estimated expenses: What will the fundraisers cost to hold?

. Estimated ending balance and club carryover: Is there enough left over to accomplish the goals
outlined?

A budget allows students to estimate whether they will raise enough funds during the year to cover their an-
ticipated expenses. One of the benefits of an ASB organization is that it gives students an opportunity to learn
about business operations, including preparing a budget.

During budget development, the club advisor should ensure that the students prepare a balanced budget. If the
club had significant carryover of funds from the prior fiscal yeatr, it is acceptable for the expenses to exceed the
revenues by the amount of the prior year’s carryover. Funds should be carried over only when there is a defined
plan and purpose for their use, such as long-term projects or events that span multiple years, or events that
occur early in the next fiscal year.

The budget for the next year’s activities may be prepared before the end of the current fiscal year or at the
beginning of the new fiscal year. Budgeting can be as simple as the students deciding what they want to do next
year and developing estimated revenues and costs for each activity so the club members know how much mon-
ey they need to raise to cover their estimated costs. The students should prepare the budget with the guidance
of the club advisor and activities director. Basing a budget for the subsequent year on the previous year’s actual
accounting information is also a good way for students to learn budgeting. The budget process does not have

to be perfect; students should prepare each club’s budget and learn from their budget estimates. The guiding
principle is that students are to do these tasks, not adults.

After the budget is adopted and the year begins, more accurate information will be obtained. Because budgets
change, they need to be monitored continually throughout the year. Monitoring involves comparing the budget
to the actual revenues and expenses at a point in time to determine whether revenues are coming in as project-
ed and whether expenses are within the amounts authorized in the budget. The students and the advisor should
monitor the budget at least monthly so there is enough time to adjust plans if the budget is not realistic or if the
planned goals will not be met because of lower-than-projected revenue or higher-than-projected expenses.

If budget monitoring detects variances in revenues or expenses, the students can revise the budget to include
more accurate estimates. Students should do this whenever the estimated revenues or expenses change signifi-
cantly. The advisor and/or school administrator should review and approve all revisions to the budget.
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Many school districts formally prohibit a club from spending any funds until there is an approved budget in
place. This helps ensure that all clubs have established budgets, and it would benefit the district to adopt such a

policy.

Effective budget monitoring can help clubs ensure that balances are not too high or too low, and thus avoid a
large carryover balance or a negative balance. ASB club balances can sometimes be negative for a short time
because of the timing of planned fundraisers, deposits and check disbursements; however, if a budget is moni-
tored regularly and revised as needed, this should not occur often.

Inactive Clubs

A lack of ongoing financial activity may be an indicator that a club has become inactive. Furthermore, as de-
scribed above, because the accounting for club balances and activities needs to be evaluated, FCMAT cannot
determine if certain clubs may be considered inactive. Nevertheless, monitoring club balances can help ensure
that a club and its account are closed properly and its remaining balance transferred into the general ASB ac-
count so the funds do not remain unspent.

A negative balance combined with no financial activity indicates that a club has become inactive after spend-
ing more money than it earned. This can be problematic because when a negative club balance is closed and
transferred into the general ASB account, the general ASB student body account subsidizes the inactive club’s
overspending, which reduces the funds available to the general student body.

It is best practice to have a district policy that states what is to be done with clubs that have inactive accounts.
This can be defined in board policy, or in the ASB constitution and/or bylaws. For example, one or more of these
documents could state that, because all trust accounts are part of the general ASB, if a club becomes inactive
or all students in the club graduate, the club’s funds will be transferred to the general ASB account unless the
club’s constitution, bylaws, or a decision made by students before the club became inactive provides other
instruction.

The ASB bylaws or guidelines in the constitution should also contain a definition of an inactive club. For exam-
ple, as the FCMAT ASB Manual discusses, a club could be deemed inactive if it has had no financial activity for
more than 18 months.

Large Club Balances

Cash balances that carry forward from year to year without any plan for their use mean that students have been
fundraising without a defined purpose. The purpose of fundraising in any ASB organization is to benefit students
by providing funds to spend on extras and fun activities or for other needs they may have. Furthermore, as
described above, because the accounting for club balances and activities needs to be evaluated, FCMAT cannot
determine if certain clubs’ balances are artificially large. Nevertheless, once the accounting software training
and chart of accounts issues are resolved, it is possible large club balances exist and should be addressed.

Chapter 6 of the FCMAT ASB Manual states the following regarding carryover:

The governing board should include a limit on carryover in its ASB board policy. Some districts
include this limit in their own district-generated ASB manual or request that it be included in the
clubs’ constitutions. If a district has already provided guidance about this issue, that guidance
should be followed. However, if a district’s board and/or administration has not included language
regarding carryover balances, it is suggested that this issue be brought to their attention. A good
rule of thumb guideline could be something like the following: “No student club or organization
may carry over more than 20 percent of the total amount raised in a given school year without a
spending plan that has been approved by the district’s business office.” Under this rule, for exam-
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ple, if the total club revenues were $4,000 in a given year, the club could carry over up to $800
without an approved plan.

There may be circumstances in which it would be appropriate for a club to carry over more than
20 percent of the funds raised that year. For example, if the club wants to participate in a band
competition and parade festival overseas, it could take them two years or more to raise the funds.
If the club has voted for this project, and the advisor and the school principal or other adminis-
trator have approved it, it may be appropriate for the business office to approve the carryover of
funds.

The Budget Carryover Request form is the form that the student club (organized ASB) or school
principal or other administrator (unorganized ASB) should submit to the district business office in
April or May of each school year to request approval to carry over more than the allowed district
amount (e.g. 20 percent).

Negative Balances

As described above, because the accounting for club balances and activities still needs to be evaluated, FCMAT
cannot determine if certain clubs’ balances are legitimately negative. Nevertheless, discussion of negative bal-
ances is appropriate because negative balances may be confirmed when the accounting software is corrected.

When accounts are negative, it means club accounts, ASB general, or other accounts may end up subsidizing
the account that has been allowed to become negative. The monthly financial reporting package review process
should identify negative balances, and immediate research and reconciliation should be performed to correct
any negative accounts.

Chapter 6 of the FCMAT ASB Manual states the following regarding negative balances:

A budget should never be approved with a negative ending fund balance. The student council or
club (depending on whose budget it is) should vote on the budget and include that vote in their
meeting minutes before submitting the budget to the student council/leadership class. The stu-
dent council/leadership class should approve all submitted budgets for each club.

Recommendations
The district should:
1. Require all ASB clubs to have formally-approved budgets for the upcoming school year that

students have participated in preparing, and to submit and have these budgets approved by
the student representative and advisor by the end of May of the current school year.

2. Prohibit any ASB club from spending any funds until its budget has been completed and
approved.

3. Ensure that each club’s budget document includes the club’s annual goals and a plan for
achieving those goals.

4. Ensure that clubs monitor and revise their budgets as needed by comparing estimates to actual
receipts and expenditures.

5. Identify all inactive clubs with account balances, close these clubs and their associated
accounts, and transfer these fund balances to the general ASB account.
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6. Establish a board policy regarding inactive clubs; consider including in it the following
language:

The district governing board policy regarding inactive ASB clubs is that if an ASB club
has no financial activity for more than 18 months, the club is considered inactive. An
inactive club’s cash balances shall be transferred to the general ASB account as soon as
it has been determined that the club is inactive, with no financial activity for 18 months,
unless the club’s constitution or a decision made by students before the club became
inactive provides specific instructions to do otherwise.

7.  When the QuickBooks chart of accounts and balances have been corrected and reconciled,
review all ASB account balances for large balance and negative amounts, and have the
students develop a plan to spend any such excess funds and correct negative balances.

8. Establish a board policy that limits carryover of funds, or ensure that each club’s bylaws set a
limit on carryover, stated as either a dollar amount or a percentage of annual expenditures (e.g.,
20%) depending on each club’s circumstances and financial needs.
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Financial Reports and Bank Reconciliations

Financial Reports

Financial reports are the most effective instruments for monitoring and determining an entity’s fiscal position.
For school administrators, ASB advisors and students to understand the ASB’s financial position, the ASB book-
keeper must prepare periodic financial statements.

The type and frequency of financial reports often depend on the size of an ASB’s operations and the students’
grade level, and are sometimes determined by governing board policy. For organized ASBs, it is best practice
to review the financial status monthly; in no case should it be reviewed less than quarterly. A monthly reporting
requirement is most common.

Issuing monthly financial reports that identify detailed transaction activity for each ASB club is critical to ensur-
ing proper internal controls. It is best practice to provide such a report to each club monthly, and for the club
advisor and club leaders to review the report. The school principal or assistant principal, and the district office,
should also receive monthly financial reports, bank statements and bank statement reconciliations from the ASB
bookkeeper.

Even if an ASB club advisor insists that the club does not need a financial report, the ASB bookkeeper should

provide the report so that no club can later claim it was not aware of its own account transactions. It is best prac-
tice for the ASB club, ASB student leadership team, school principal or administrator, club advisor, ASB activities
director, and district business office staff to be responsible for reviewing detailed monthly ASB financial reports.

The district does not require signatures or dates on club financial reports. It is best practice however to require
that reports be signed and dated when they are produced and reviewed.

Bank Reconciliations

Timely and accurate bank account reconciliations and reviews are prudent and necessary. For all accounts main-
tained by student organizations, it is best practice to reconcile the financial institution’s account balance with the
student organization’s records for every period for which a statement is received. It is also important to make
sure the bank statement includes copies of cancelled checks. Establishing internal controls can help ensure that
bank reconciliations are performed on time and accurately, and that sufficient separation of duties exists.

The school administrator or ASB advisor needs to ensure that each bank statement is reconciled within two
weeks after it arrives. When each month’s reconciliation is completed, the ASB bookkeeper should sign and
date it. The activities director, the school principal or designee, and the district office should review the monthly
ASB financial statement, bank reconciliation and any accompanying report, and sign and date these documents
to indicate their review and approval.

Reconciliation procedures are vital to ensuring cash controls. If the bank reconciliation is not completed within
two weeks of receipt, the activities director, school principal and district office should immediately ask why it is
late and document this issue and how it is resolved.

District bank reconciliations are prepared using the QuickBooks accounting software, but the printed recon-
ciliations are missing reviewers’ signatures and dates. It is best practice to require that bank reconciliations be
signed and dated when they are produced and by each reviewer.

The financial reports and bank reconciliations should be combined as one financial report, signed and dated by
the appropriate preparer and reviewers as indicated above.
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Recommendations
The district should:

1.

Require that the ASB bookkeeper issue monthly ASB financial reports, and that they be
reviewed by all ASB club and ASB student leaders as well as by the district’s business office,
school principal, and ASB activities director.

Require that all ASB clubs retain monthly financial reports, identify in their meeting minutes that
the club has received and reviewed the monthly financial report, and approve the report either
immediately or after any questions or discrepancies are resolved.

Ensure that the ASB bookkeeper signs completed monthly ASB financial reports and bank
reconciliations and provides copies to the ASB activities director, school principal or principal’s
designee, and the district office.

Ensure that the ASB activities director, school principal or principal’s designee, and district
office sign and date the monthly ASB financial reports and bank reconciliations when they
receive them to indicate their review and approval.

Ensure that all clubs that have financial activity in a given quarter receive a monthly financial
report. For any club that has no financial activity in a given quarter, consider creating a policy
that allows them to receive a financial report quarterly rather than monthly.

Document late bank reconciliations and their resolution.
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Forms

The district’s schools do not use the same forms districtwide. Some forms are missing important signature lines
and other information, and the number of forms used at each location varies.

This is because over time, the district’s schools have added forms, combined the content of some forms such as
the coin and currency count form and the financial report for cash box, or altered, combined or split the items on
many forms, including the required signatures to approve a transaction. As a result, the forms used are incom-
plete. The district does not have a list that identifies which forms are recommended and which are required.

It would benefit the district to standardize and require the use of the following ASB forms:
. Cash count form, which includes startup cash (multicopy)
. Fundraiser approval form (multicopy)
. Revenue potential (multicopy)
. Ticket control form, also called the report on ticket sales form (multicopy)

. Purchase order (multicopy, or two copies printed from accounting software or at least copied
when the signatures are obtained)

These five forms help provide vital cash controls. One of the district’s schools uses multicopy forms, but the
forms are missing important components; another school does not use multicopy forms, and its forms also lack
important components. It is best practice to make the forms described above multicopy because this helps give
both the club advisor and ASB bookkeeper supporting documents and chain of custody protection in the event
of a discrepancy.

For example, a multicopy ASB cash count form offers the best chain of custody protection for documenting de-
posits. Without a copy of this form, the following are likely to occur:

. The ASB bookkeeper retains the final and only ASB cash count form.

. The only evidence the ASB advisor has of an ASB club’s deposit is the ASB cash count form for
the deposit, which the advisor submits to the ASB accounting bookkeeper. Thus, all control and
risk of the deposit rests with the ASB bookkeeper.

. If the security of the ASB office or ASB accounting software is compromised, or if the ASB
bookkeeper or other another individual removes the only cash count form from the office, the
ASB clubs have no backup documents that would allow them to reconstruct a club’s reve-
nue-producing activities.

. Because the club advisor has no duplicate form, there is no way to prove that the ASB book-
keeper did not alter the deposit amounts for personal gain.

Having multicopy forms does the following:

. Gives both the ASB club advisor and the ASB bookkeeper identical and complete records of
the deposit information.

. Provides accountability and helps protect both the ASB club advisor and the ASB bookkeeper.

The district does not fully use the five forms above, which provide critical financial information. It is best prac-
tice to ensure that these forms remain in a district-prescribed and multicopy format and not be modified. These
forms should always be filled out completely because they are necessary to ASB functions.
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The FCMAT ASB Manual and the FCMAT website at (www.fcmat.org) contain numerous sample and editable
forms that the district can use to update its current forms and identify other forms that will help improve internal
controls.

Suggested improvements to individual forms are discussed further below.

Recommendations
The district should:

1. Adopt a standard set of ASB forms and indicate that these forms are to be used by each
student body organization.

2. ldentify certain forms as required, and provide them to all ASB accounting technicians in
multicopy format.

3. Establish a policy that requires that all of these forms be filled out completely.

4. Ensure that any portion of a form that is not applicable is identified as such by the individual or
individuals completing the form rather than left blank.

5.  Compare all existing district forms with the FCMAT ASB Manual forms, and add forms as
needed.

6. Ensure that all forms have the required signatures as indicated on the FCMAT ASB Manual
forms.
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ASB Fundraisers and Revenue Potential

Fundraising generates most revenue for ASB clubs. California Education Code Section 48932 allows a school
district’s governing board to authorize K-12 student body organizations to conduct fundraising activities. All
fundraising activities need to be approved and need to have revenue projections in advance of the event. A
fundraiser approval form should describe the fundraiser, its purpose and any necessary background information,
and will have the proper signature approvals. The revenue potential form is a financial document that is used
from the beginning to the end of a fundraiser. The revenue potential document has three columns — budget, ac-
tual, and difference — and thus helps compare the estimated or budgeted revenue and expenses to the actual
results of the fundraiser.

Completing ASB fundraiser approval and revenue potential forms with estimated revenue and expense infor-
mation can help student organizations have internal controls over their fundraising events and evaluate the cost
effectiveness of the events. The fundraiser approval form describes the event, and the revenue potential form
is a projection or estimate that serves as a sales plan that includes expected sales levels, sale prices per unit,
expected cost, and net income. This is then compared to the actual results of the fundraiser. These forms help
an ASB club plan, budget, and compare the actual results of the fundraiser to learn how it performed.

Because the Education Code requires that a district’s governing board approve fundraising events, a fundrais-
er approval form and revenue potential form can also be submitted to the board or the board’s designee for
approval of the event.

The district does not use a revenue potential form. The district’s fundraiser approval form has fields for esti-
mates of revenue and attempts to include the information usually found on a revenue potential form; however, it
lacks many elements needed to be a comprehensive combined form. The FCMAT ASB Manual and website have
several fundraising and revenue projection forms that can be used to meet the district’s needs. The FCMAT Re-
quest for Fundraiser Approval form includes a check box indicating whether a revenue potential form has been
completed. All of these forms are designed to be flexible while still having the required signature fields.

A revenue projection form can also serve as an internal control standard for revenue reconciliation, because
most external auditing firms will indicate audit findings if some form of revenue reconciliation is not performed
for each fundraiser. This form can also be used to ensure that the school administrator is informed of and has
approved a fundraising activity at the school.

The district’s fundraising forms vary, and they do not include fields for all of the necessary information, including
in some cases signature fields, and others may have signature fields but are sometimes not signed by all of the
correct individuals. Principals are correctly signing some fundraiser forms even though the forms lack a signa-
ture field for this.

Fundraisers that involve food sales need additional review and approval because of the many school nutrition
rules. FCMAT reviewed a fundraiser that included selling cups of noodles, hot Cheetos, and chips with cheese.
Because this fundraiser included selling food, even though FCMAT was told that the principal or school nutri-
tion office had been notified and had allowed the activity, it would be best practice to have food services also
approve these types of fundraisers. Similarly, if a fundraiser were requesting to purchase assets to be donated
to the school, approvals from risk management, facilities, or other departments are also best practice to ensure
that these specialty activities and their outcomes are known by the respective district departments.

Fundraising revenue projections and approvals for all fundraising activities are needed to safeguard student
funds. It is acceptable to combine fundraiser approval and revenue projection into one form; however, the com-
bined form needs to include all elements of both forms. Chapter 8 of the FCMAT ASB Manual discusses fund-
raising events in detail and includes many examples of fundraising approval and tracking forms.
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Recommendations
The district should:

1. Create, adopt and require the use of a standard fundraising approval form and revenue
projection form, or one form that combines these two. Ensure that any form or the form(s)
adopted are multicopy and contain all required signature fields and other elements.

2. Determine if any other forms currently used may be of value as supplemental forms.
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ASB Purchase Process and Preapproval

The district had many ASB purchases that occurred before approval was received, which means the purchases
were not preapproved. Education Code Section 48933(b) requires that all ASB purchases be reviewed and ap-
proved before any spending takes place. Preapproval requires the signatures of the student representative, club
advisor, and principal. Regardless of the title of the form used for preapproval of an expenditure (e.g., Purchase
Order or Check Request), only a purchase order form that includes all the required signatures meets the require-
ments for authorizing an ASB purchase.

The district’s schools use different forms to document purchases, including a Purchase Order form and a Pur-
chase Requisition Disbursement Authorization/Check Request form. A purchase order may be printed using
QuickBooks, or a multicopy purchase order can be completed. The QuickBooks purchase order lacks the
required signature line for the principal, and the multicopy purchase order lacks a signature line for the student
representative and principal.

The simplest way for the district to improve its purchasing process would be to have a single purchase order
form for preapproval of purchases. This form can be modeled after the FCMAT ASB Manual example purchase
order, which contains all of the correct fields for authorizing signatures and other necessary information.

If an ASB purchase order has been preapproved and the district prefers to require additional authorization to
issue a check, a check request form is allowable. However, under no circumstances should a check request or
similar form be used without, or in place of, an ASB purchase order.

Chapter 6 of the FCMAT ASB Manual describes the Education Code requirement for preapproval of ASB pur-
chases as follows:

All club members, teachers, advisors and other staff must understand that they cannot obligate
ASB funds until a purchase order is prepared and approved by the student club representative, a
certificated employee of the district (who is the advisor), and a school principal or other adminis-
trator or other board designee before the purchase is made. These three required signatures are
listed in Education Code section 48933(b) for K-12 and section 76063 for community colleges, and
they must be obtained for an expenditure to be considered preapproved. The only way to prove
that this Education Code is followed is by having a purchase order or other expenditure approval
form containing all three signatures.

Chapter 18 of the FCMAT ASB Manual describes 23 steps in the internal controls disbursement process for or-
ganized ASBs (that is, ASBs in which the students make the decisions, typically those in middle schools or high
schools) as follows:

The operations of the ASBs at secondary schools and community colleges are usually more

complex and therefore require more elaborate internal controls. At high schools and community

colleges, the ASB bookkeeper will be responsible for keeping records for several different clubs.

For instance, the ASB bookkeeper at a large high school could maintain the records for more than

50 clubs, writing checks for each club and ensuring that the amount is recorded as a deduction

from the appropriate club account. It is important to remember that the ASB is not obligated to pay

for an expenditure ordered by a teacher, other staff member, student or other person who has not

received approval using a purchase order prior to purchase.

The following are good internal controls for schools with organized ASBs:

1. The principal/school administrator needs to ensure that all club members, teachers
and advisors understand that they cannot obligate ASB funds until a purchase order is
prepared and approved by the student club representative, advisor, and principal/school
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administrator or other board designee prior to the purchase. For example, if a teacher
places an order or goes shopping for materials without a purchase order that has the
appropriate signatures, the teacher is responsible for paying for the goods.

2. Each school should have a purchase order form for use when ordering goods for the
various clubs and for employees who use their own funds to purchase items and then
request reimbursement. The purchase order form demonstrates that the proposed
purchase has been approved by all of the appropriate staff members and students. A
sample purchase order form is provided at the end of this chapter. Some districts use
an expenditure approval form rather than a purchase order. This is acceptable if it has
the correct preapproval signatures in compliance with the Education Code. A sample
Expenditure Approval form is included at the end of this chapter.

3.  When the purchase orders are printed, they should be humbered or assigned a sequential
number that is recorded in a purchase order log to track each document and transaction.
Multiple copies of each purchase order should be printed and distributed as follows:

. The first copy is retained by the club requesting the goods.

. The second copy is for the club or advisor to acknowledge the receipt of the goods.
Whoever will physically receive the goods should keep this copy and upon receipt
confirm its accuracy, note the date/time the goods were received, sign the copy, and
forward it to the ASB bookkeeper.

. The third copy is sent to the vendor (if applicable).

. The fourth copy is retained by the ASB bookkeeper and attached to the receiving re-
port when the ordered items are received.

4. At a minimum, the purchase order should include the following:

. The name of the student club or organization requesting the materials. This is the
group that the ASB bookkeeper will charge for the goods.

. The name and address of the vendor, or of the employee making the purchase with
their own money.

. The quantity of goods, including a description and the cost. The requestor should also
estimate the sales tax and shipping charges.

. Three required signatures. These three signatures meet the requirements for approval
in Education Code section 48933(b) for K-12 and section 76063 for community col-
leges. These signatures must include a student representative, a board designee (prin-
cipal/school administrator) and a certificated advisor. Because the purchase order has
the three required approvals, the check only needs to have two signatures.

5. Before any club makes a commitment to purchase goods, it must prepare a purchase order
and obtain all of the required approvals. This is the proof that appropriate prior approval
was obtained.

6. If the vendor will not take a purchase order but requires payment by check, the purchase
order form should be used as part of the process to request a check and to obtain and
document prior approval. A check request is not the same as a purchase order; most
check requests are completed after the purchase, not before. The ASB bookkeeper could
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10.

1.

12.

13.

14.

15.

16.

17.

18.
19.

20.

21.

maintain a pending purchases file as a reminder to obtain an original receipt after payment
is made.

The students submit the completed purchase order to the ASB bookkeeper after all of the
approvals are obtained.

The students record the issuance and approval of the purchase order in the club’s minutes.
This approval can be given after the purchase or before depending on the district’s
requirements. The Education Code does not require the club’s approval prior to purchase
but does require the approval of the three individuals mentioned in the fourth bullet under
item 4 above.

The students retain two copies of the purchase order. One copy is saved as a permanent
record of the order and the other copy is used as a receiving copy.

The ASB bookkeeper verifies that the club has sufficient funds to pay for the goods before
the order is sent to the vendor or to the employee who will purchase the goods with their
own money and subsequently request reimbursement. If the club does not have sufficient
funds, the bookkeeper should return the purchase order to the club with a request for a
budget revision or a plan for how the item will be paid for.

Depending on the policy at the school, the ASB bookkeeper or the club advisor may open
and formally receive the goods.

The designated receiver (this could be either the ASB bookkeeper or the club advisor) will
open the shipment and compare the shipped items to the packing slip.

After all of the items have been compared to the packing slip, the receiver will sign the
receiving copy of the purchase order.

If the advisor is receiving the goods, the advisor should provide the ASB bookkeeper with
the signed receiving report (copy of the purchase order) and the packing slip.

When the ASB bookkeeper is ready to pay bills, usually once a week, the bookkeeper
matches the original purchase order to the invoice and the receiving copy of the purchase
order. When all three documents are matched, the ASB bookkeeper will prepare a check to

pay the invoice.

Two signatures are required on all checks written from ASB funds. One signature is usually
the principal/school administrator or designee and the other is a staff member from the
school (e.g., the student council advisor) or from the district office. Students should never
sign checks.

When the checks are presented for signatures, the ASB bookkeeper should also provide
all of the documents for review. This allows the signers to review the invoices and purchase
orders before signing the check.

After the check has both signatures, the ASB bookkeeper mails the check.

The check is then recorded in the accounting records for the club.
The invoice is marked paid and the check number is written on the invoice.

The ASB bookkeeper stores the paid invoices with the receiving report.
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22. The invoice may be slightly higher or lower than the original purchase order. The district
should have a policy regarding the amount by which a purchase order may be exceeded
and still be paid without further approval. For example, if the invoice exceeds the original
purchase order by more than 10%, the ASB bookkeeper should obtain approval from the
three individuals who approved the original purchase order.

23. The ASB bookkeeper should maintain a list or log of all purchase orders issued and the
dates when the goods or services were received and the invoices were paid. This allows
the bookkeeper to determine easily at any time whether there are goods that have been
ordered and not received, or goods that have been delivered but not processed for
payment. Some financial information systems create such a log automatically.

[emphasis added]

The 23-step process described above does not require a check request because the purchase order is the for-
mal required approval for the purchase. A check request may be used as a supplemental form or additional layer
of authorization. However, under no circumstances should a check request or other nonconforming purchasing
form be used as a substitute for an ASB purchase order.

It is best and common practice to use a single, uniform, multicopy purchase order form that includes the proper
disclosures, notifications, certifications, and fields for required approval signatures (club student representative,
certificated club advisor, and school administrator/board designee). The district could streamline its process by
adopting this practice.

FCMAT’s review included examination of a purchase order prepared for a single vendor for referees. The indi-
vidual referees were not named in the purchase order, nor was a purchase order prepared for each payee or
referee. Each referee is only identified when a check is issued. All referees need to be identified on a purchase
order before they are paid. As indicated earlier, the district’s business office reimburses the ASB for payments to
referees, which means the ASB is used as a convenience to pay the referees. However, because the payments
to referees are paid through the ASB, the ASB process for preapproval via purchase order needs to be followed.
The district could benefit from using a referee payment service, which would be responsible for paying the ref-
eree and issuing IRS form 1099’s.

The purpose of a purchase order is to obtain approval in advance from the appropriate individuals and thus to
confirm that approval was obtained before the funds were spent. Check requests do not accomplish this be-
cause they are completed after a purchase has been made.

Any and all purchases, expenditures, or other methods used to obtain goods or services, including reimburse-
ment of an individual, need to go through the preapproval process and be documented using an ASB purchase
order.

Check Request

An ASB purchase order’s purpose is to document preapproval of ASB expenditures. Even though the purchase
order is the governing document that authorizes spending, many districts also use a check request as part of
their additional procedures. This is allowable as long as a purchase order has been completed to provide preap-
proval. However, under no circumstances should a check request or similar form be used as a substitute for an
ASB purchase order.

An ASB purchase order documents that a proposed ASB expenditure has been preapproved by the student
representative, club advisor, and school administrator or principal. If one of these required signatures is missing

Fiscal Crisis and Management Assistance Team McFarland Unified School District 22



FINDINGS AND RECOMMENDATIONS ASB Purchase Process and Preapproval

from the purchase order, even if it is shown on another form such as a check request, the ASB purchase is not
considered preapproved.

Recommendations
The district should:

1. Ensure that it follows the requirements of Education Code Section 48933(b) for purchases.

2. Require use of a purchase order form and the proper process to authorize purchases before
any check is processed or any order is placed. Train all school administrators and ASB staff
regarding the need for this approval in advance.

3. Design, approve and use a single, uniform, multicopy ASB purchase order form that meets all
purchase preapproval requirements. If the QuickBooks form will continue to be used, ensure
that it contains all required elements.

4. Ensure referees are individually identified in purchase order preapproval, or consider using a
referee payment service.
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Cash Controls

Cash Counts and Verification

In any school district, cash counting is one of the points at which internal controls are most needed. To record
ASB cash counting, the district uses three types of cash count forms: a cash count form, a financial report for
cash box form, and a coin and currency count form that show checks and cash. According to the district, the
actual cash count form is used when there is no startup cash involved. If there is startup cash issued, the Finan-
cial Report for Cash Box form is used as the cash count form. In other instances, such as a robotics club deposit
reviewed, a Tally Sheet is used as the cash count form; however, this form does not identify separately the cash
denominations or the checks received, and is missing the signature lines needed to identify all those who help
count the funds.

All of the district’s cash count type forms need additional signature and date lines to identify all individuals

who count funds at the fundraiser and when funds are turned in to the bookkeeper. This process documents
the chain of custody of cash from beginning to end. FCMAT reviewed the district’s forms and found that those
counting funds at the event and at the bookkeeping office are not signing and dating the cash count form as
witnesses. All funds need to be dual counted at the event and again when delivered to the bookkeeper. No
funds of any kind, including checks, should be counted by only one person. The purpose of having a witness

is to attest that all funds, regardless of type or form, have been properly and accurately received, counted, and
presented to the bank. Chapter 13 of the FCMAT ASB Manual includes a good example of a two-page cash
count form that contains all the elements needed; the manual also lists the supporting documentation that must
accompany the multicopy form.

The most important component of the cash process is dual counting (in ASB, the term ‘cash’ includes cash,
checks, coins, and any other form of payment). This means always counting all cash with a witness present
throughout, and ensuring that both individuals sign the form indicating that the amount of the funds matches
their count. Subsequently, when the funds are returned to the bookkeeper, they are once again counted by two
individuals and the form is signed by both. The two signers who counted the funds initially at the fundraiser can
also subsequently count the funds with the bookkeeper, or the bookkeeper can be one of the counters and can
sign. The important internal control element is that there are always at least two or more witnesses who also
sign. A student can also help count money and can be one of the two or more signers of the cash count form.

It is best practice to ensure that all cash receipts are counted twice and signed for and dated by two individuals
so there is a witness and a record whenever cash changes hands before the funds are deposited. This includes
counting cash when tickets are sold. Some of the district’s schools use a ticket tally sheet, but there is no evi-
dence that the funds are counted by two individuals at the fundraiser and again when submitted to the book-
keeper. Although the tally sheet has signature lines for the person who prepared the report, the club advisor,
and the administrator, there are no preprinted signature lines on the form to identify the signatures for those
who count and witness the funds. Chapter 13 of the FCMAT ASB Manual includes a good example of ticket sales
form that includes all necessary signature lines.

In other instances, the bookkeeper signs tally sheets or other count forms to help the process along, but again
signatures and dates are missing for all those counting funds within the chain of custody.

The district has no ASB policy that identifies the ASB bookkeeper’s procedure for handling discrepancies in
cash counts when making deposits. The bookkeeper is put in an unfavorable situation when a cash count dis-
crepancy exists. In most cases, this occurs when the bookkeeper identifies a difference between the bookkeep-
ing office’s cash count and the club’s cash count. The ASB bookkeeper is often able to resolve the difference
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with the witness present at the time of the cash counting; however, the outcome depends on the size of the
discrepancy: some discrepancies may require further examination.

The district needs to establish a procedure for the ASB bookkeeper to follow when there is a significant dis-
crepancy between the ASB bookkeeping office’s cash count and that of a club. All discrepancies, regardless
of amount, should be reported immediately to the school administrator, and the ASB club should also be noti-
fied. Good communication is necessary but is not in itself sufficient to protect the ASB bookkeeper from being
accused of removing cash if a shortage is identified. This is another reason it is vital to ensure that a withess is
present whenever money is counted.

Startup Cash and Cash or Change Boxes

Startup cash is needed to make change at events. At the district, the startup cash is often not counted, and
there is no form with signatures indicating that the amount received matches the amount in the startup cash
box.

Whenever cash is issued or received (including startup cash and cash returned from an event), the cash should
be dual counted and both parties should sign the appropriate form. For example, if $200 is put into the cash box
as startup cash, the bookkeeper should sign and date the form, indicating that the startup funds counted are
$200. When the cash box is received, the individual(s) who obtained the box should recount the cash and also
sign and date the form. The startup cash count form can be separate or can be included as a line item on the
cash count form as long as it has fields for the startup cash amount, signatures of at least two individuals who
counted it, and date.

The district’s financial report for cash box and ticket sales forms include a field for a cash box amount titled
“Less Cash Box,” but no accompanying fields for verification signatures and dates. Because dual counting and
documentation should take place when tickets are sold, the forms need these fields.

Regardless of the specific form used, dual counting of startup cash is necessary and is a vital internal control.

Chapter 19 of the FCMAT ASB Manual describes startup cash as one of the processes that can create vulnerabil-
ities if sufficient internal controls are not in place:

Some events require a cash box containing startup cash to make change.

For example, if the ASB bookkeeper has the person sign a form that acknowledges receipt of the

startup cash for change and that states the amount (e.g. $400) but does not require them to count
the money at that time in their presence, the person could end up with less money than stated on

the form (e.g. $300), and as a result be held accountable (i.e. be blamed) for the difference.

If the bookkeeper places startup money in the cash box but fails to document it with a cash count
form signed by both parties and cash is subsequently stolen or miscounted for any reason, or the
individual receiving the startup funds incorrectly identifies a smaller amount than was actually
provided, the club will receive less revenue than expected.

Some ASB bookkeepers keep a startup cash log and require everyone who receives startup cash
to sign it signifying that they have counted the startup cash together with the ASB bookkeeper
and that they agree regarding the amount. Failure to keep such a log creates the potential for
simple errors that can result in allegations of wrongdoing.

Recommended Preventive Measures: Always have both the ASB bookkeeper and the person
receiving the startup cash count the money, and document this count with signatures signifying
agreement regarding the amount.
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Cash Custody: Tamper-Proof Bank Bags and Transporting Cash

Tamper-Proof Bank Bags

At the district, fundraising money is often returned in zipper bags or envelopes. Zipper bags, even locking
zipper bags are not as secure as plastic tamper-proof bank bags, which once sealed cannot be opened with-
out cutting or mutilating the bag. This means the funds are secure in the bag and cannot be removed without
detection unless the bag is replaced. Tamper-proof plastic bank bags should be used at every stage in the cash
handling process. This means sealing cash in the bag at the fundraiser and sealing cash in a new bag when
counted by the bookkeeper. Many banks will provide these bags free of charge.

Transporting Cash and Bank Deposits

The district’s practices do not always include taking money to the bank with a witness. Just as cash should not
be counted alone, cash should not be transported to the bank alone, not only for security but because if a car
accident or other mishap occurs and the funds are taken, there is no witness to the event. According to the
district, money is most likely to be taken to the bank with a witness in the evening because the bookkeeper is
less confident about their security than in the day. However, regardless of the time of day, all funds should be
transported with a witness.

Bank Deposit Book Tickets

FCMAT examined the dates of fundraisers and ticket sales compared to the dates of the deposit and found that
the deposits were made in a timely manner.

The district’s bank deposit book tickets have both a white and yellow copy. The yellow copy is currently retained
in the bank deposit book. A better best practice is to attach the yellow copy to the cash count form. This way,
the amount on the yellow deposit slip can easily be seen to reconcile with the cash count form amount and
receipt from the bank.

Recommendations
The district should:

1. Require that funds always be dual counted and that both individuals counting sign and date the
deposit so there are always two signatures affirming the deposit amount.

2. Emphasize to staff that any ASB representative (including an ASB club advisor, district office
ASB bookkeeper, or school ASB accounting technician) who counts ASB funds alone or does
not obtain a witness signature for the cash counted can easily become a target for wrongful
accusations that they have misappropriated student funds.

3. Review all district ASB forms that have to do with receiving funds, and ensure that each of them
includes fields for additional witness signatures and dates.

4. Ensure that the ASB bookkeeper counts any cash received in the presence of one or more
witnesses who can confirm that the count is accurate.

5. Establish an approved ASB cash count discrepancy amount (such as $5, $25, $50 or even
$100), at or above which a second count with a witness is required.

6. Ensure that all discrepancies are reported immediately to the school administrator and the
affected club.
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7. Change its ASB cash count form to include fields for the amount of startup cash received, the
signatures of the ASB bookkeeper and the individual who receives the startup cash, and the
dates of each individual’s count.

8. Require that the individual who receives startup cash sign and date the ticket sales form or
cash count form to indicate that they have counted and agree regarding the amount of the
startup cash.

9. Review and compare the FCMAT ASB Manual cash count form, ticket count form, and all other
cash handling forms to those of the district, and either update the forms or replace them with
those prepared by FCMAT. If updating an existing form, include signature and date fields for
two individuals at the fundraiser and when submitted to the bookkeeper so there is a witness
to the amount counted.

10. Use tamper-proof bank bags at every stage to transport funds for deposit.

1. Remind all staff that ASB funds should be taken to the bank by two individuals to ensure there
is a witness.

12. If no individual is available to accompany a depositor to the bank, consider hiring a company to
pick up the deposits from the schools rather than having one individual make the deposit.

13. Attach the yellow bank deposit book ticket to the cash count form.
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Student Store

A student store presents an opportunity for students to learn more about running a business. The district’s high
school student store’s cash register is not user-friendly and is not a point-of-sale system most students are famil-
iar with in their daily lives. A more current and user friendly electronic point-of-sale system with a cash register
would provide improved learning opportunities.

Student Store inventory is not taken regularly. Taking inventory is one way students. learn about running a busi-
ness. Inventory needs to be performed by the students monthly, or based on a board policy; this can be month-
ly, quarterly, semiannually, or annually depending on what the district’s business office considers appropriate.

Recommendations
The district should:

1. Consider upgrading the student store to a more current and user-friendly electronic point-of-
sale system.

2. Perform student store inventory at the intervals specified in district board policy.
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Dance Tickets

The district uses a ticket control form, and controls are in place to track the number of tickets sold. Dance tickets
collected upon entrance to an activity are retained, placed in an envelope, and attached to the cash count form.

The number of tickets issued is reconciled against the number sold. Currently, the tickets are kept for seven
or more years. FCMAT believes keeping tickets for approximately two years is usually sufficient, though this
depends on district policy or its auditor’s preference. Because used tickets can be bulky and difficult to store,
having a ticket retention policy is advisable.

Chapter 13 of the FCMAT ASB Manual describes 11 steps for using prenumbered tickets:

1. The ASB bookkeeper (or other person/position responsible for bookkeeping) at the school
is responsible for purchasing prenumbered tickets and storing them in a safe place. Only
the bookkeeper and the principal/school administrator (or designee) should have access to
the inventory of ticket rolls.

2. The ASB bookkeeper must maintain a record of the number of rolls of tickets in inventory
and the beginning and ending ticket numbers on each ticket roll. The Ticket Inventory form
(presented later in this chapter) was designed for the bookkeeper to use for this purpose.
When a roll of tickets is given to an advisor for a fundraising event, the beginning number is
recorded on the form when the roll is issued, and the ending number is recorded when the
roll is returned to the bookkeeper.

3. Atthe fundraising event, this cash control procedure involves two people. One person
collects the money and issues the prenumbered ticket as proof of purchase. A second
person collects the prenumbered ticket when the person enters the event.

4. Atthe end of the fundraising event, the total number of tickets issued is counted and
recorded on the Report of Ticket Sales form. A second person should count the tickets that
were collected to verify the accuracy of the count.

5. Atthe end of the fundraising event, at least two people should independently count the
cash and checks collected. They should use the ASB Cash Count form to help with this.

6. The students then enter the amount of the total cash counted on the Report of Ticket Sales
form.

7. If the number of tickets sold does not equal the amount of cash collected, the students and
the advisor should determine the reason for the cash overage or shortage immediately
after the event.

8. Atthe end of the event, the advisor should see that the following items are stored in a safe
place: cash and checks, Report of Ticket Sales form, ASB Cash Count form, and the unsold
tickets. Each school must establish after-hours cash security procedures so that cash and
checks can be stored in a locked bag in the school safe until the amounts can be counted
and verified with the school bookkeeper.

9. The next school day, the advisor should provide the ASB bookkeeper with the Report
of Ticket Sales form, the ASB Cash Count form, and the remaining tickets. The cash and
checks should already be in the school safe. When the cash and checks are retrieved from
the safe, the bookkeeper should issue a receipt for the cash and checks, but only after the
two individuals (the advisor and the bookkeeper) have counted the dollar amount together
and recorded that amount on the receipt. If the advisor is not able to count the funds with
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the bookkeeper, another individual must do so; the bookkeeper should never count funds
alone.

10. For events that have tickets of different prices, the students should use different colored
tickets for each price. The students must account for each roll of tickets separately, but they
may use the same cash count and ticket sales forms.

11.  Event tickets should be kept at least until after the annual audit of the ASB is complete, but
not for more than two years. Some auditors will audit tickets and cash receipts before the
end of the fiscal year, but other auditors will not audit these until October of the following
fiscal year.

[emphasis added]

Recommendation
The district should:

1. Adopt a district policy for how long used tickets are kept.
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Scholarships

FCMAT examined the district’s practice of selling graduation caps and gowns as a fundraiser for student schol-
arships. Discussion about the fundraiser revealed that the fundraiser was not the students’ idea, but that of the
counselors or adults at the school. Even though the scholarships may be for students, and a noble endeavor, if
the activity is not the students’ will or idea and not an ASB function, this particular type of fundraiser would be
better managed outside of the ASB and approved as a school activity. If the fundraiser is approved as an ASB
activity, is the students’ idea, and meets all of the other fundraising and scholarship rules, then the activity may
be an ASB fundraiser.

Chapter 14 of the FCMAT ASB Manual describes scholarships as follows:

As discussed in Chapter 8, the student council may accept scholarships and trusts from outside
donors (individuals or organizations) with the approval of the governing board or authorized des-
ignee. The acceptance should be made in writing and should clearly describe all the conditions
the donor is requesting. These funds should be accounted for separately in a trust account within
ASB and used specifically for scholarships. If the donor does not establish criteria for award of the
scholarship, the principal/school administrator should work with a committee that includes at least
one student representative to determine the criteria for the scholarship. A donor may not donate
toward a specific student’s scholarship. If a donor wishes to fund a specific student’s higher edu-
cation, the donor should transact directly with the student; such donations are not tax-deductible.

Scholarships paid from student body fundraisers rather than from outside donations are normally
not allowable because they do not benefit a group of students. School district governing boards
may sometimes approve fundraisers specifically to raise scholarship funds, or may approve a club
whose sole purpose is to raise scholarship funds. If governing board approval has been received,
a separate trust account should be opened within the ASB specifically for these donations, with
board approval, and then closed after the scholarship(s) are paid. It is critical to ensure that the
board approves this fundraising and to clearly document that the only funds raised for scholar-
ships are those that were fundraised and paid out for that specific purpose. No funds from other
clubs or accounts should be used for scholarships.

If scholarships are to be allowed, the district should set guidelines regarding how many will be
allowed annually. There should be established selection criteria for all scholarships. Cash awards
are not allowed; rather, scholarship checks should be made payable to an institution of higher
learning or a college bookstore, to be used toward tuition or books and supplies.

The normal rules regarding prior approval also apply to scholarship disbursements: as is the case
with all ASB expenditures, the approval should be documented on the expenditure approval form
by the signatures of the student representative, advisor and principal/school administrator, and
noted in the club meeting minutes.

Recommendation
The district should:

1. Add district policy about scholarships, how scholarships will be administered, and the
requirements and procedures needed to receive a scholarship.

Fiscal Crisis and Management Assistance Team McFarland Unified School District 31



FINDINGS AND RECOMMENDATIONS Raffles

Raffles

The district has conducted raffles for fundraisers. Raffles are not allowed under any circumstances in a school
district, and ASBs are part of a district and so are included in this prohibition. Raffles are considered gambling.
Even if a vendor or supplier donates items to be raffled, a raffle cannot be conducted by a school district or any
part thereof. Raffles can be conducted by legally organized 501(c)(3) nonprofit organizations such as booster
clubs, parent-teacher associations, parent-teacher organizations, foundations, and community organizations
such as Elks Club or Kiwanis.

Recommendation
The district should:

1. Establish board policy to ensure that raffles are not conducted by the schools or ASB.
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Reporting Payments to Independent Contractors

An ASB’s federal identification number is the same as that of its school district. This means that any indepen-
dent contractor who performs services for any school should receive an IRS Form 1099 from the district office.
The IRS requires this form for any independent contractor who is paid $600 or more in any year. This minimum
is applied districtwide, not school by school. Bookkeepers at each school are requested to provide the district
office with a list of independent contractors who have been paid more than $600. This does not result in accu-
rate accounting on a districtwide basis; bookkeepers need to provide the district office with a list of all inde-
pendent contractors paid, regardless of amount. This way, the district office can aggregate all payments to an
independent contractor from all schools to determine if a contractor has met or exceeded the $600 threshold
for issuing a Form 1099.

Recommendation
The district should:

1. Require all payments to independent contractors, regardless of amount, to be reported to the
district business office.
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Awards to Individual Students for Work

The district rewards the efforts of students who help at the concession stands or at the gates during events by
giving them a free yearbook, cap and gown, paid senior event, or other recognition. Students who help track
their hours worked during the year using a student helper sign-in sheet.

Rewarding students for this labor has several issues. There may be a labor issue because the recognition is a
form of compensation; however, no payroll taxes are withheld, and the students complete no employment doc-
uments. The recognition is to an individual and thus could be considered a gift of public funds, especially if the
compensation or award is provided through the ASB.

These items of recognition cannot be considered awards because awards are for excellence while these recog-
nitions are for volunteering with the promise of some form of compensation. In addition, helping with concession
stands and at gates during events should be a voluntary activity, not compensated. Because not all students

will be able to help with these activities (due to scheduling, family, other activities or numerous other factors),
providing compensation creates a situation in which not all students have the same opportunity, including those
students who are less fortunate and may have more need for the awarded items.

Recommendation
The district should:

1. Discontinue compensating students for any ASB activities.

2. Review its awards policy to ensure that it defines what constitutes recognition and that it
prohibits recognition for volunteer efforts.
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Meeting Minutes

ASB club minutes are kept and approved in during a meeting; however, these minutes are not formally approved
in the subsequent meeting. The minutes are signed by the student secretary but not by the club advisor. The
club minutes form also lacks important financial details such as purchase orders approved or submitted and
invoices paid.

Chapter four of the FCMAT ASB Manual describes in detail good practices for meeting minutes and provides a
sample format for student council or club meeting minutes that includes the appropriate signature lines for the
secretary and club advisor.

Recommendations
The district should:

1. Revise and update its ASB meeting minutes form, or adopt the FCMAT ASB Manual form for
this.

2. Ensure that both the club secretary and club advisor sign minutes.

3. Ensure that the previous meeting’s minutes are approved in the subsequent meeting, and that
this is recorded in the current meeting’s minutes.

4. Ensure that meeting minutes list and show approvals for all important financial transactions,
such as purchase orders and invoices.
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ASB Safe

The middle school does not have a safe in which to keep ASB funds, tickets and other items that should be
secured. Cash and other important items are kept in a back room that is locked and is reportedly difficult to gain
entry to because only a few keys are available. There is a floor safe in the back room, but reportedly no one has
been able to open or access the safe for many years, and FCMAT found that even if accessed it would be too
small and difficult to use daily.

Recommendation
The district should:

1. Obtain a large safe for the middle school, anchor it to the floor, use it to store ASB funds and
other items that need to be secured, and limit access to only those who need it.

Fiscal Crisis and Management Assistance Team McFarland Unified School District 36



APPENDIX Study Agreement

Appendix

Study Agreement

Fiscal Crisis and Management Assistance Team McFarland Unified School District 37



APPENDIX

Study Agreement

FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

CSIS Califaeers Sehood Tnformation Scrvics

FISCAL CRISTS & MANAGEMENT ASMETANCE TEAM
SELINT ALREESMENT
March 15, 209

Tl Fasval Teines wisd Mumingemeent Anaslaeee | eam [ MLATTY, lerminllaor o fermad Booas Ehe
teiem, smel The g [Farlaped Laligg] Sckeas] [ising . herema Ber retroeed do as the distrees, mafua e
agree a Follows,

1.

BASDS OF AGREEMNENT

The eart |:lll.l'\lh'i des o v iy ul nezvaees 0n luee! colucitnmm apcmcies (1 Fava) Tl clistregt
s resgaeeeslan? Bhal the b |'Iri.'l'|rllll: om- it leenneal nsg s lanre 1y 5Iu|;]_l. 5}\{'|;|:|'||_' HEL AL
rf Flee destrect’s eperntsons, The professsonnl: citpaged Jor 20 setisianes tay aclode
el of e weant, couns oflees gl educatoe, Mo Caliluczma State Depataoen of
Isducetiva, sedicd distriets, or pros ke comlrinciosy Al wasrk shall b pa,'rli'-'rrmlj M
wovazhance with 1he lemms and comdulions fF 1has aeement

RCGPF DF TEE WiIHRE

M 1= Iy e Sty

1. Crmedicl aim-~ e lechazeel swssesiznege for thee ShoParhoe:] Uockied S0l
Ihatpas, evsluatmg e dedricl’ s wssacialed ssedy body operacisn:, @ oich
sl include pulicies, proeesscs dad procedures, soch s fenos, osed 21
tlic shiamrset sl Tice 3l sehicod siees. A sy coneTesisn of Teldhestk, o
muirgerent Tetoer wedl b provided woish wriblen Poding: wrd
cecozne datoms.

12 Ininddsliom cem-Juct o 3.5-Toat ASH worsshop Jar th distnet during s
visin, Arbendecs shold imebede distrcs affzee srass oo d e asersighn 1
Anli, e priveipals, vice priocimal s, st gy cregters, atllelic direelurs.
Farek ko prerss o bz of the sladenl courecil,

Fiscal Crisis and Management Assistance Team McFarland Unified School District

38




APPENDIX

Study Agreement

3

14, Serveee- aned Prawdicers o be Pt ided

L. FOMRTAT will coordinale dales fer technival assistimer with 1ne Sistzicl

3. A sane s ol leehmegd ssetaeee, FOMAT wall pr|1'.'|-:l.¢ HY
managzeen leter dacimenting izl che reguested semvices ane conspheedd.

FROVECT PERSONSEL

Teshmiga | assiimimer semvioes wilt be prowvided Toe Michacl Anvacines, Cts, CFF,
CRFALC, aBEA. FUMAT Inteeeenlion Specialis?,

L

Thier eoar for wehinicd] o s larbee aervnces shall be 3 iz lowe:

A SR per dhy for einch sl lem memier, sl em s, cordbng Fieliwrk s
olher locanog, proseiiing reps. o5 parkicipasing o incetings, The oot af
imdepeaden FC AT comsaleanns wilk be balled a0 the:e acoaol daily vane for 231
work perlenrsed

I All el ket caprs, nieTwding, Das oL, msals, aod ledgne L disicee sall
b izl al ecbiil coss,

Easel ain the efeanends galed [naecilion XA, rhe toral not-fo-exeoed enat of the
wWrvices is 87,500,

L Aoy clarze mo e seupe o eroees Wil afTect e wstinzabe b ol ces,

Pzvmenls For FOMAT' s services are pavakle o Kem £ aunty Sopennzifznt of Schoals -
Adetinestsmve Apan lecaned as 300 17 St Oty Conere. Baekassficld Oa 93300,

RESFONSIBILITIES OF THE THATRICT

-III'.I.' P (| '|"¢I|| Flrl.1'||'II!I.' 1JE!TIL'C iI]HI. LLII rL'rL'II'L'L' TLRITIT SPacL '|'|-'|1ill.' I1ﬂ-hilC I\C'l-'it'u"a'h H O i1|.
Progress

Pussuienl wx Folocatioe Code 400 15052 100, ceproatibative s of FOWMAT wall lave
limded carntzcs with pupils The dizingl shall ke approegTiale sieps o gonuply witn bd
43125 Lic).

FROJECT SCHEDLIE

e seleedule sof i tvzees o il b the week ol Aagws [ inal daces 4o Be derenstizesd
jerently by FUMAT il the afisires

1=

Fiscal Crisis and Management Assistance Team

McFarland Unified School District

39




APPENDIX Study Agreement

T COMMESNCEMENT, TERMIXATION AND COMEPLETION OF WiORK

e AT well hq,:}'m work e semer i 0 Teas aescmBed an aviolih e and 2pprupczie :~I1u|}'
feam cansisting af FOMAT stall and independend conselar s aking inle consulerahon
i ol FOMAT has frovoowsls andenabis wod axsdcmnent: oo the staie, Thoe tean
will wark prpockitiuzshy 1 comnplete s work et delzver gla maageanen? letcr, sizhject oo
the coopezatien of O diztmes am? oy areer parkees [Tome whochs ae the lean™s juadgnsan,
inabsL wlwaiw smivinbanion, Doce aine eam has complened o5 Beldwerk, i vl proceed oo
prepirg A prehmenary otk inarioeenecnt Bezter aocd a Fwsl oumsgeemewt eewer Proee i
corapheiom of feldwark. the dienie! mas lenmimale k. peglesl tee werics and wafl he
respotiithle o gl ety cwroed by TOSIAT Lo che dace of wepsnaticn under Sceenon 4
AP et Condst 1E 4Ene dasinict does st prossle wriics notice ol leoomsmesn ponr e
corspedian of ficldwark, the earm will complele s wark and deliver 1is managzm2nl
Dol and the dasereer & il ke resprgiible For the full coss The disorior wedoricasds and
2preas Ol FOMAT 06 state agency el all FUMA D agemnent lemes are pnllisled
adl e TUAIAT webaite and misde avaulzble 1o inferested parkies s slase gosernend. [n
the ez sl e s irauzdmany circurstarees U AT will e withhold preparanion,

s licitere il islzbatenn ol o menggemcnt leter caece Bebibsaork nas heon coopleed.
and che distrecs shall vl reguecsl that o dio s

H. INEIEFESIIE ST £ FRACELNE

FC AT 5 am iadepesdem conrracter and is not an empboace of eheaged inoaay maaner
wizh the st The mazmer oo wliels FUSEAL S sery ces are resdezed hall be weitbnn s
sale confral imd fiscretion FOMAT sepresnlibiegs are ool imsbiemred boospedk tor,
ropreszinl, oF ablipate the disiricn an oy manner ekl prior eapress wrikien
amlhacization Sroan an olfweer ¢ the disceacn

™ INSLHAMCE

Thusimg: the tenm ot Wos agreeneent, FCYAT shaill ovzmian efcliey ansoranee ol ot Jeas
thunr 51 meilliom unfess etherves gpnesd upoan m wrelimg by Lleg ghsimicd, agiLmadzly
Shakal iy inswraniee inocee amwwnd reguired wnder Califormia slate Taw. sind workers'
caxzipenainn ws ceguired weder Calilena state b FUMAT shall pooiske coomeacans nt
nsiranee, R s Taclpd 1inefie:d Yokl Bsioe! mamaee] g% cwled bl ansiered
siadivanng applecahle insuranee coweTages e OeG 0S0 PCine W The Commicncenwne o
virr-nabe ooz k.

e

Fiscal Crisis and Management Assistance Team McFarland Unified School District 40




APPENDIX Study Agreement

1, HOLD HAEMIELS

FLOSIAT slaall holil the diatoie, ot weazd, affieers, sgems and empleyees Samidess Trom
Al suiss, Sl amyl ki Db cosicliamg T2 negispeent 2o ac messicas sf e boaed,
wifivers, sgpenne wild esmplovees Gideriaken under shee: gmee et Coapvgragiy, ey distreck
shicll hoeld FUMAT, i2w bwrard. ol Feers, apents and croplodoees hannless from all swits.
claims aid Tibalitee s resnltng drem 1|-=|:|:||3e1|.1 acls e semesnins of s bassrd, udlfieees,
apenls and canplodiees Wademaken wider this ageeemendt.

11, CONTACT PERSIN

A Antbechiz Cioe i Doraa, B B4
Snpenmigraent C1E
Veloplooes; {60l Fe2-3081
E-31ml amgarciademefarland. k12 co.us
—

Tyl

ey
M. Sawe] Rescidez. dnesidn Superfivendent Mate !
ezl Vanfied Sebool sy

.7’:2-."5? March 15, 2019
whichaeel 1 Tinae LRl
CRiel Esocateee PTicer
Fincal Cranis amd Banagonent Axsiddanoe Team

Fiscal Crisis and Management Assistance Team McFarland Unified School District 41




	_Hlk5785635
	_Hlk18346126
	_GoBack
	_Hlk20749690
	_Hlk18003633
	_Hlk18824055
	_Hlk18826410
	About FCMAT
	Introduction
	Executive Summary
	Findings and Recommendations
	ASB Policies and Procedures, Board Designee,
Board Policies, and Internal Controls
	ASB Accounting Software
	Student Body Accounts
	ASB Club Budgets, Inactive Clubs, Large Club 
Balances, and Negative Balances
	Financial Reports and Bank Reconciliations 
	Forms
	ASB Fundraisers and Revenue Potential
	ASB Purchase Process and Preapproval
	Cash Controls
	Student Store
	Dance Tickets
	Scholarships
	Raffles
	Reporting Payments to Independent Contractors 
	Awards to Individual Students for Work
	Meeting Minutes
	ASB Safe

	Appendix
	Study Agreement  


