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August 7, 2019

Judy Flores, Superintendent
Shasta County Office of Education
1644 Magnolia Ave.
Redding, CA 96001

Dear Superintendent Flores:

In November 2018, the Shasta County Office of Education and the Fiscal Crisis and Management 
Assistance Team (FCMAT) entered into an agreement to conduct an AB 139 Extraordinary Audit of 
the Cascade Union Elementary School District to determine if fraud, misappropriation of funds or 
other illegal fiscal practices may have occurred. Specifically, the agreement stated that FCMAT would 
perform the following:

The primary focus of this review is to determine, based on the sample testing and the audi-
tor’s judgment, whether (1) there was proper authorization of salary increases, (2) proper 
approval of overtime for exempt employees, and (3) based on that assessment, determine 
whether fraud, misappropriation of funds or other illegal fiscal practices may have occurred. 
Specific review objectives will include evaluation of policies, procedures, internal controls 
and transactions performed by the District.

The team will review and test recorded transactions for fiscal years 2015-16 through 2017-18 
using the available records as well as information gathered from personnel interviews. Testing 
and review results are intended to provide reasonable, but not absolute assurance regarding the 
possibility that fraud, misappropriation of funds or other illegal activities may have occurred.

This final report contains the study team’s findings and recommendations in the above areas of review. 
FCMAT appreciates the opportunity to serve the Shasta County Office of Education and the Cascade 
Union Elementary School District, and extends thanks to all the staff for their assistance during 
fieldwork.

Sincerely,

Michael H. Fine
Chief Executive Officer
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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 manage-
ment 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 
educational 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 recommendations 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 numerous 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 Information Services (CSIS) 
division of FCMAT assists the California Department of Education with the implementation 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 California 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 obligations. AB 107 in 1997 charged FCMAT with responsibility for CSIS and its state-
wide data management work. AB 1115 in 1999 codified CSIS’ mission. 
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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.

In January 2006, Senate Bill 430 (charter schools) and AB 1366 (community colleges) became 
law and expanded 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 requesting agencies.
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Introduction

Background
The Cascade Union Elementary School District is located in the city of Anderson, CA, about 
12 miles south of Redding. The district is comprised of four schools that serve approximately 
1,300 students in grades K-8. The district is also the authorizer of one charter school, Tree of Life 
International Charter, which opened in August 2017 and has an enrollment of 146 students in 
grades K-5.

District leadership has included two superintendents since 2013. The first served in this capacity 
from July 2013 to June 2016, and the second, the current superintendent, began in July 2016. 
In January 2015, the district hired a business manager/chief business official (CBO) to oversee 
all business functions of the school district. The CBO served as business manager/CBO until the 
governing board eliminated the position on May 14, 2018. 

Shortly thereafter, the Shasta County Office of Education received a lengthy letter from the district’s 
former CBO dated May 17, 2018 with multiple complaints about district leadership, district 
business practices, and an assertion that various policies and procedures were violated. Among other 
concerns, the former CBO indicated that a “misappropriation of assets” may have occurred, and 
that certain employees may have received salary increases without sufficient authorization. 

On October 2, 2018, the district’s current superintendent issued a rebuttal to the former CBO’s 
letter, and included a claim that the former CBO was improperly paid for overtime hours despite 
being exempt.

In October 2018, the county office requested an Assembly Bill (AB) 139 Extraordinary Audit 
from FCMAT to review some of the allegations included in both the initial letter from the 
former CBO and the district’s response. Under the provisions of Education Code Section 1241.5, 
the county office entered into a study agreement with FCMAT to perform a review of the district 
covering fiscal years 2015-16 through 2017-18. The review would include the following:

1. Determine if there was proper authorization of salary increases,

2. Determine if there was proper approval of overtime for exempt employees,

3. Based on the above assessment, determine whether fraud, misappropriation of 
funds or other illegal fiscal practices may have occurred.

Education Code Section 1241.5(b) permits a county superintendent of schools to review or audit 
the expenditures and internal controls of any school district in that county if he or she has reason 
to believe that fraud, misappropriation of funds, or other illegal fiscal practices have occurred 
that merit examination. According to the Education Code, the review or audit conducted by the 
county superintendent will focus on the alleged fraud, misappropriation of funds, or other illegal 
fiscal practices and is to be conducted in a timely and efficient manner. This is in accordance with 
Education Code Section 42638(b), which states as follows: 

1. If the county superintendent determines that there is evidence that fraud 
or misappropriation of funds has occurred, the county superintendent shall 
notify the governing board of the school district, the State Controller, the 
Superintendent of Public Instruction, and the local district attorney.
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Fieldwork
FCMAT initially visited the district on February 26-27, 2019 to begin conducting interviews, 
collect data and review documents. A subsequent visit occurred on March 28, 2019 to collect 
additional information. 

The audit consists of gathering adequate information about specific allegations, establishing an 
audit plan, and performing audit test procedures, often based on sampling of transactions using 
auditor’s judgment and experience to determine whether fraud may have occurred; evaluating the 
loss associated with the fraud; and determining who was involved and how it may have occurred.

FCMAT reviewed, analyzed and tested business records including payroll documentation, 
accounts payable disbursements, reconciliations, general ledger activity, financial reports, board 
policy and administrative regulations, board meeting minutes, email and hard-copy communi-
cations, and other internal documents secured from various departments and from independent 
sources.

FCMAT also conducted interviews with former and current management personnel, business 
office and other district staff, and district board members to obtain information related to the 
practices and events of 2015-16 through 2017-18 fiscal years, including any alleged mismanage-
ment, fraud or abuse. 

Scope and Procedures
Investigating allegations of fraud requires several steps such as conducting interviews with poten-
tial witnesses, management, staff and others, and gathering available evidence from internal and 
external sources. 

Specific audit objectives include evaluation of policies, procedures and internal controls and 
transactions related to the following areas:

1. Process and approval of employee salary increases and adjustments, including 
stipends.

2. Board practices and policies regarding the adjustment of executive compensa-
tion.

3. Process and approval of overtime hours worked, specifically for exempt 
employees.

4. Procedures and internal controls surrounding the payment of adjusted 
compensation, including overtime hours.

During interviews, FCMAT team members asked questions about district and governing board 
policies and procedures, job responsibilities, internal controls, payment practices and authori-
zations, salary schedule adjustments. They also asked open-ended questions designed to elicit 
information about other possible irregularities related to the scope of work.
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FCMAT performed the following audit procedures:

1. Identified positions receiving salary schedule adjustments outside of typical 
districtwide settlements during the 2015-16, 2016-17 and 2017-18 fiscal 
years.

2. Obtained and reviewed governing board policies, board meeting agendas and 
minutes, administrative regulations, and payroll and human resources proce-
dures to determine if established processes were followed for salary schedule 
adjustments during the identified time period.

3. Reviewed salary schedule adjustments for individual positions to determine 
whether appropriate documentation, including required authorizations, were 
obtained prior to payment being made.

4. Reviewed internal controls to determine if any deficiencies existed in the 
recording of governing board action, the handling of executive compensation 
in accordance with statutory requirements, the revising of salary schedules, 
and the approval and payment of overtime hours for exempt employees.

5. Obtained and reviewed automated payroll payment schedules, including 
stipends and overtime, and attempted to identify any payments made outside 
of the normal payroll cycle.

6. Reviewed personnel access to various systems and records, such as district 
email, stored electronic and hard-copy files, board minutes, and the district’s 
electronic accounting and payroll system.

7. Reviewed formal and informal district communication, both electronic 
and hard copy, between district management, the governing board, payroll, 
human resources and other related personnel to determine if appropriate 
authorizations were obtained for compensation increases and adjustments, 
and if both district and statutory protocol were followed.

8. Interviewed district management, business office and human resources staff, 
and any related personnel to determine the existing policies being followed, 
authorizations required for payroll adjustments, and any atypical or one-time 
payments, such as stipends and overtime, to executive staff.

FCMAT’s report, containing findings and recommendations, are the result of the above audit 
procedures.

In writing its reports, FCMAT uses the Associated Press Stylebook, a comprehensive guide to 
usage and accepted style that emphasizes conciseness and clarity.  In addition, this guide empha-
sizes plain language, discourages the use of jargon, and capitalizes relatively few terms.
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Study Team
The study team was composed of the following members:

Jeffrey B. Potter, CFE   Julie Auvil, CPA, CGMA, CICA
FCMAT Intervention Specialist  FCMAT Intervention Specialist

Leonel Martínez
FCMAT Technical Writer
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Fraud Definition and Internal Controls
Fraud can include an array of irregularities and illegal acts characterized by intentional deception 
and misrepresentations of material facts. The principal mechanism to deter fraud or illegal prac-
tices is strong internal controls. Internal controls include processes designed to provide reasonable 
assurance that the district’s operations are effective and efficient, that its financial information is 
reliable, and that its operations are in compliance with all applicable laws and regulations. The 
internal control structure includes policies and procedures used by district staff, accounting and 
information systems, the work environment and the professionalism of employees.

A material weakness is a deficiency in the internal control process that could allow errors or fraud 
to occur. Because of the weakness, employees in the normal course of business may not detect 
errors in time to correct them. A material weakness also can be a violation of law or regulations. 

Although all employees have some degree of responsibility for internal controls, the governing 
board, superintendent and senior management are ultimately responsible.

Occupational Fraud
Occupational fraud occurs when an organization’s owners, executives, managers or employees use 
their occupation to deliberately misuse or misapply the employer’s resources or assets for personal 
benefit. The three main types of occupational fraud are asset misappropriation schemes, corrup-
tion schemes, and fraudulent financial statement schemes.

Asset misappropriation schemes include cash skimming, falsifying expense reports and/or forging 
company checks. Corruption schemes involve an employee(s) using his or her influence in busi-
ness transactions to obtain a personal benefit that violates that employee’s duty to the employer 
or the organization. Financial statement fraud includes the intentional misstatement or omission 
of material information in financial reports.

Occupational fraud is one of the most difficult types of fraud and abuse to detect. However, 
the most common method of detection is receiving tips from employees, customers and anony-
mously; this accounts for 40% of all detection. According to the 2018 Report to the Nations on 
Occupational Fraud and Abuse, prepared by the Association of Certified Fraud Examiners, Inc. 
(ACFE), 31% of local governments are victimized by occupational fraud, with a median loss of 
$92,000 (page 20).

Based on a survey of ACFE members, the 2018 report explains that in 30% of all cases, “a simple lack 
of controls was the main factor that enabled the fraud to occur, while another 19% of cases occurred 
because the perpetrator was able to override the controls that had been put in place” (page 31).

According to the ACFE report, the main internal control weaknesses that contribute to occupa-
tional fraud, and the percentage of all occupational fraud they account for, are as follows:

• Lack of internal controls, 30%
• Override of existing controls, 19%
• Lack of management review, 18%
• Poor tone at the top, 10%
• Lack of competent personnel in oversight roles, 8%
• Others, 15%
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Based on this report, a perpetrator’s position and authority in an organization has a direct correla-
tion with the losses incurred. The ACFE report states that 44% of fraudsters were employees, 
34% were managers, 19% were owner/executives, and 3% were in other categories (page 33).

Common elements in all fraud include the following:

 

Intent, or knowingly 
committing a 
wrongful act

Misrepresentation to 
accomplish the act

Reliance on 
weaknesses in the 

internal control 
structure

Concealment to hide 
the act

Internal Controls
Internal controls are the principal mechanism for preventing and/or deterring fraud or illegal 
acts. Illegal acts, misappropriation of assets or other fraudulent activities can include an assort-
ment of irregularities characterized by intentional deception and misrepresentation of material 
facts. Effective internal control processes provide reasonable assurance that a district’s operations 
are effective and efficient, that the financial information produced is reliable, and that the organi-
zation operates in compliance with all applicable laws and regulations.

Internal control elements provide the framework for an effective fraud prevention program. 
An effective internal control structure includes the policies and procedures used by staff, 
adequate accounting and information systems, the work environment, and the professionalism 
of employees. The five interrelated elements of an effective internal control structure and their 
definitions are included in the table below.

Internal Control Element Definition

 Control Environment

Commonly referred to as the moral tone of the organization, the control environment in-
cludes a code of ethical conduct; policies for ethics, hiring and promotion guidelines; proper 
assignment of authority and responsibility; oversight by management, the board or an audit 
committee; investigation of reported concerns; and effective disciplinary action for viola-
tions.

 Fraud Risk Assessment
Identification and assessment of the organization’s objectives in order to develop a strategy 
to react in a timely manner. 

 Control Activities

The development of policies and procedures to enforce the governing board’s directives. 
These include actions by management to prevent and identify misuse of the district’s assets, 
including preventing employees from overriding controls in the system. 

 Information and Communication

Establish effective fraud communication. Ensure that employees receive information re-
garding policies and opportunities to discuss ethical dilemmas. Establishing clear means of 
communication within an organization to report suspected violations.

 Monitoring
Conduct ongoing monitoring that includes periodic performance assessments to help deter 
fraud by managers and employees.



ShaSta County offiCe of eduCation

7F R A U D  D E F I N I T I O N  A N D  I N T E R N A L  C O N T R O L S

The following is a partial list of deficiencies and omissions that can cause internal control failures: 

 

 

 

Failure to 
adequately 
segregate 
duties and 

responsibilities 
related to 

authorization.

Failure to limit 
access to 
assets or 

sensitive data 
(e.g. cash, 

fixed assets, 
personnel 
records).

Failure to 
record 

transactions, 
resulting in 

lack of 
accountability 

and the 
possibility of 

theft.

Failure to 
reconcile 

assets with the 
correct 
records.

Unauthorized 
transactions, 
resulting in 
skimming, 

embezzlement 
or larceny.

Lack of 
monitoring or 
implementatio

n of internal 
controls by the 

governing 
board and 

management, 
or because 

personnel are 
not qualified.

Collusion 
among 

employees 
where little or 
no supervision 

exists.

A system of internal controls consists of policies and procedures designed to provide the 
governing board and management with reasonable assurance that the organization is achieving its 
objectives and goals. Traditionally referred to as hard controls, these include segregation of duties; 
limiting access to cash; management review and approval; and reconciliations. Other types of 
internal controls, typically referred to as soft controls, include management tone, performance 
evaluations, training programs, and maintaining established policies, procedures and standards of 
conduct.

A strong system of internal controls that includes all five elements above can provide reasonable 
but not absolute assurance that the organization will achieve its goals and objectives.

Control Environment 
The internal control environment is critical because it establishes the moral tone of the organi-
zation. Though intangible, it begins with the leadership and consists of employees’ perception of 
the ethical conduct displayed by the governing board and executive management.

The control environment is a prerequisite that enables other components of internal control to 
be effective in achieving the goals and objectives to prevent and/or deter fraud or illegal acts. It 
sets the tone for the organization, provides discipline and control, and includes factors such as 
integrity, ethical values and competence of employees. 

The control environment can be weakened significantly by a lack of experience in financial 
management and the absence of an effective internal control structure and oversight. 

Control Activities
Control activities are a fundamental element of internal controls, and are a direct result of 
policies and procedures designed to prevent and identify misuse of the district’s assets, including 
preventing any employee from overriding controls in the system. Control activities include the 
following:

1. Performance reviews, which compare actual data with expectations. In 
accounting and business offices, this most often occurs when budgeted 
amounts are compared with actual expenditures to identify variances, and 
followed up with budget transfers to prevent overspending.

2. Information processing, which includes the approvals, authorizations, veri-
fications and reconciliations necessary to ensure that transactions are valid, 
complete and accurate.
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3. Physical controls, which are the processes and procedures designed to safe-
guard and secure assets and records.

4. Segregation of duties, which consists of processes and procedures that ensure 
that no employee or group is placed in a position to be able to commit and 
conceal errors or fraud in the normal course of duties. In general, segregation 
of duties includes separating the custody of assets, the authorization or 
approval of transactions affecting those assets, the recording or reporting of 
related transactions, and the execution of the transactions. Adequate segre-
gation of duties reduces the likelihood that errors will remain undetected by 
providing for separate processing by different individuals at various stages of a 
transaction, and for independent review of the work.
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Findings
Overview
The district eliminated the CBO position at its May 14, 2018 board meeting in a decision that 
was made during a closed session, reported during open session and included in the board’s 
minutes. On May 17, 2018, the CBO authored a lengthy letter to the county office alleging 
several improprieties that he believed had occurred during his tenure with the district. These were 
set out within three categories entitled as follows:

1. “Salary Schedule Changes and Placement, defiance/collusion of implemented 
internal control policies”

2. “Budget Control Overrides”

3. “Booster Club Accounts and District Fundraising”

The county office forwarded the CBO’s complaint to the district and requested a response. The 
district’s current superintendent provided his response in an October 2, 2018 letter. The county 
office then contacted FCMAT and, between the two agencies, reviewed the two letters to develop 
the scope of this study. That scope centered on the former CBO’s allegation of improper autho-
rization of salary increases, as well as the district’s subsequent assertion that improper approval of 
overtime was granted to the former CBO. 

FCMAT’s interviews with current and former employees as well as the review of documentation 
requested from the district and others found that the former CBO was correct. Improperly 
authorized salary increases were granted to two employees, and one of these employees, who was 
exempt, also received overtime pay. Both employees have since left the district. Research and 
investigation determined that the largest offender was the former CBO.

The Cascade Union Elementary School District 
Governing Board
Some district governing board members have been trustees for several years, while others have 
shorter tenures. However, regardless of the varying tenures, the board has continually allowed 
some matters to be placed on its closed session agendas in violation of statutory requirements. 
Primary among those items are decisions regarding employee compensation. 

While the Ralph M. Brown Act allows a personnel exception “to consider the appointment, 
employment, evaluation of performance, discipline, or dismissal of a public employee or to hear 
complaints or charges brought against the employee,” this does not include compensation. In 
fact, the personnel exception prohibits discussion or action about compensation unless it relates 
to a reduction in pay. 

Specifically, Government Code Section 54957.6 as well as the district’s Board Bylaw 9321 
prohibit closed sessions from including final action on the proposed compensation of one or 
more unrepresented employees. Both employees who were the subject of this study were unrepre-
sented employees; the former executive assistant to the superintendent/human resources and the 
former CBO.
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The Former Business Manager/CBO
FCMAT interviewed the former CBO and confirmed that he began his career with the district 
on February 3, 2015 after responding to an advertisement placed on EdJoin for a “Business 
Manager (CBO).” That posting stated that the position’s salary had three steps ranging from 
$75,248 to $91,464. However, FCMAT’s review of the district’s salary schedules for that fiscal 
year found an apparent typographical error in the ad. The district’s salary schedules typically have 
five steps, with five additional steps related to longevity. The 2014-15 salary schedule for the 
CBO ranged from $75,248 on Step 1 to $91,464 on Step 5.

The district issued a January 22, 2015 letter confirming the offer extended to the former CBO 
and setting his salary placement at Step 3. However, in the former CBO’s notes attached to the 
letter, the district appeared to be having difficulty aligning the step it offered with payment antic-
ipated by the former CBO. The note states “received this correction letter from (two employee 
names) on 2/4/15. I told them I was hired @ Step 3 - $91,464 They said that doesn’t exist!”(sic). 
This statement supports FCMAT’s theory that an error was made in the EdJoin advertisement.

After some debate between the former CBO and the district about the salary associated with Step 
3, the former CBO was paid at the salary level attached to Step 3 on the five-step salary schedule; 
this amount was $6,912.33 per month, or $82,948 per year effective with his February 3, 2015 
hire date. His acceptance of this salary was further demonstrated by a copy of the 2014-15 CBO 
salary schedule in his payroll file. This document contained his initials acknowledging receipt 
of the schedule with the Step 3 salary circled and stating “starting in July it will go up to,” indi-
cating Step 3. The former CBO also approved the Payroll Release Authorization forms without 
having made any notations regarding a discrepancy.

The district provided FCMAT with an email from February 20, 2016 in which the former CBO 
addressed this issue with the former superintendent. The email that was supplied to FCMAT 
did not include a reply from the former superintendent. However, she stated to FCMAT in her 
interview that the former CBO had approached her about a different level of pay but that she 
told him that “he had signed his contract and that was what he would be paid.” 

Another theme emerged in FCMAT’s review of various items of correspondence between the 
former CBO to the former and current superintendent and others: The constant assertion by 
the former CBO about how hard he worked, how many duties he performed outside of his job 
description and the number of hours he spent on duty. He sought to address the issue with both 
the former superintendent and the current superintendent. Since the issue was raised repeatedly, 
it was evidently never handled to the former CBO’s satisfaction. 

Change in Superintendents
Although the board minutes do not provide confirmation of the acceptance of the former 
superintendent’s resignation, she stated that she gave notice to the district in May 2016 with 
her resignation effective in June 2016 to move to another district. Her intent was to time her 
departure so that she would be present until school ended. The district’s 2015-16 Instructional 
School Calendar shows that the last day of school for that year was June 2, 2016. Board meeting 
minutes also show that the board began discussion of seeking a qualified replacement for the 
superintendent at its June 6, 2016 meeting.
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Former CBO – Salary Adjustment
Following the departure of the previous superintendent, on June 20, 2016, the former CBO 
presented the board in closed session a nonagendized “true-up” payment of his salary totaling 
$11,367. This would provide him with the erroneously advertised “Step 3” salary of $91,464 
(which actually reflected Step 5) that he originally sought, but had been denied, under the previous 
superintendent. The proposal included salary increases provided through collective bargaining in 
2014-15 and 2015-16. Additionally, he also sought redress on 641 hours of overtime. 

The true-up changed the former five step schedule, with five additional steps related to longevity, 
to a 10-step salary schedule. The revised salary schedule no longer provided for longevity and 
reflected an 8.16% salary increase at Step 4, which was the former CBO’s salary placement in 
2015-16. It also equalized the difference between all salary steps to 3%. Board meeting minutes 
from the June 20, 2016 special board meeting include a closed session announcement that “(t)he 
CBO Salary will be adjusted and the overtime hours will be paid out.”

FCMAT interviews indicated that the change in the former CBO’s salary was made because of 
a promise from the former superintendent to the former CBO, but the former superintendent 
stated this did not occur. FCMAT confirmed that no one from the district had contacted her to 
confirm or deny that promise. However, the former CBO’s justification regarding this true-up 
remains in question because the item was submitted to the board when there was no superinten-
dent to guide its decision, along with the claim that this was a promise.

The board violated the Brown Act by taking action on an unagendized item and determining 
an unrepresented employee’s compensation in closed session. The latter item also violates 
Government Code Section 54957(b). While the June 20, 2016 special board meeting agenda 
cited Government Code Section 54957 regarding public employment, that is insufficient to meet 
the codified requirements. If it was the board’s intention to raise the compensation of an unrepre-
sented employee, the board needed to describe the matter sufficiently, including an identification 
of the employment position in question, so the public could address the board on the subject, if 
it so desired, prior to board action. 
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If the board elects not to cure this inappropriate handling of this matter, the added compensation 
paid may result in a claim of misappropriation of public funds or a gift of public funds. The 
board should seek a written opinion from its legal counsel on this matter.

Former CBO – Overtime Compensation
During the board meeting on June 20, 2016, the former CBO also presented the board in closed 
session a nonagendized item regarding overtime hours worked. The former CBO considered 
these hours to be duties performed in addition to his regular duties, and therefore requested 
payment of 641 overtime hours worked. His claim included work performed covering duties in 
payroll and accounts payable, both of which were under his supervision, as well as assisting with 
facilities. 

In discussions with board members who attended the meeting, FCMAT determined that the 
former CBO was instructed that exempt employees do not qualify for overtime hours. However, 
he still negotiated a compensation settlement with the board in closed session indicating that, 
in lieu of payment of 641 hours of overtime, he would receive 100 hours of compensatory 
time earned (“comp time”), effective July 1, 2016. The district also agreed to pay all expenses 
associated with his enrollment and participation in the University of Southern California School 
Business Management Certificate Program (USC SBMCP).

Subsequent research confirmed that the district recorded 100 hours of comp time to the benefit 
of the former CBO, to be used at his discretion similar to vacation time. For the USC SBMCP 
beginning in July 2016, the district paid $6,960 directly to USC for tuition in the program, and 
reimbursed the former CBO $1,564.46 in related travel and incidental costs during the 2016-17 
fiscal year. The USC program concluded in June 2017.

Again, taking action on an unagendized item and determining an unrepresented employee’s 
compensation in closed session are both Brown Act violations, and the latter also violates 
Government Code Section 54957(b). While the June 20, 2016 special board meeting agenda 
cited Government Code Section 54957 regarding public employment, that is insufficient to 
meet the codified requirements. If a board intends to take action on an unrepresented employee’s 
compensation, it must agendize the item in open session. This should include a sufficient descrip-
tion of the matter and an identification of the employment position in question, allowing the 
public to address the board on the subject before action is taken.

The former CBO, employed in an executive-level position and receiving a salaried compensation, 
was considered an exempt employee under the Fair Labor Standards Act (29 CFR 553.32). 
Overtime compensation should not be provided to an employee working in this capacity. 

While no direct payment was made to the former CBO for his claim of overtime hours worked, 
the settlement represents compensation to the employee. The negotiation with the board for 
compensation in lieu of the initial 641 hours requested is a taxable benefit to the employee, the 
written settlement of which is briefly reflected in the minutes of the June 20, 2016 closed session 
board minutes. 

While many local educational agencies (LEAs) send their executive administrative employees to 
the USC training program and pay for all of the related costs, the employees in those cases have 
not tied or negotiated prior services performed on behalf of the LEA to attending the program. In 
those cases, the costs for the program would not have been taxable compensation. However, since 
the former CBO exchanged the purported overtime pay for the ability to attend the USC program, 
with the district paying for all program costs, these costs represent a taxable benefit to the former 
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CBO in the form of additional compensation. The receipt of 100 hours of comp time also represents 
compensation in lieu of payment, and therefore also qualifies as a taxable event to the former CBO.

The combined, monetary benefit to the former CBO for the overtime compensation approved 
by the governing board in closed session on June 20, 2016 totals approximately $13,682.67. This 
includes a tuition payment of $6,960 to USC, related USC program expenses (transportation, hotel 
accommodations, meals, supplies, etc.) of $1,564.46, and the estimated value of the 100 hours 
of granted comp time of $5,158.21, based on the salary of the former CBO at the time when the 
comp time was used, and factoring in the applicable salary increases provided to all employees.

If the board elects not to cure the inappropriate handling of this matter, the added compensation 
paid may result in a claim of misappropriation of public funds or a gift of public funds. The 
board should seek a written opinion from its legal counsel on this matter.  

Even if the board makes this change, any compensation provided to the former CBO cannot 
be for overtime hours worked since this violates the aforementioned Fair Labor Standards Act. 
Instead, the compensation must be identified as a stipend or other form of compensation, and 
may not represent any overtime hours worked by an exempt employee who is not eligible to 
receive overtime payments. 

Former CBO – Tree of Life Charter School Assistance
FCMAT’s review of the former CBO’s payroll history in the district’s payroll system also indi-
cated that he submitted another compensation item to the board at a regular board meeting 
closed session on September 13, 2017. In this instance, it was a request for payment of overtime 
hours worked assisting with the Tree of Life charter school petition. Much like the June 2016 
situation, the board agenda regarding the discussion of compensation for the former CBO cited 
the same Government Code section but did not provide further details. The board again violated 
the Brown Act and Government Code Section 54957(b) in closed session, stating the following:

$4800.00 for startup work (hours in addition to regular job assignment) for business 
services for the Tree of Life International Charter School. The one stipend is for the 
2017-18 school year only and will be paid out over 8 months at $600.00 per month. 
The months the stipend will be paid out are September-April.

If the board elects not to cure the inappropriate handling of this matter, the added compensation 
paid may result in a claim of misappropriation of public funds or a gift of public funds. The 
board should seek a written opinion from its legal counsel on this matter.

Former CBO – Salary Discrepancies
In May 2017, the district entered into tentative agreements with its bargaining units covering 
two years. The agreements provided for a 3% salary increase retroactive to July 1, 2016, with 
an additional 2% increase effective July 1, 2017. While the board had not specifically voted 
to increase salaries for management/confidential employees, providing the same increases to 
management/confidential employees was the district’s past practice and was confirmed during 
FCMAT’s interviews. Regardless of whether a policy, practice or administrative contract provides 
for a salary increase that mirrors one for bargaining unit members, this item should be agendized 
for open session so the public can give its input before the board acts to approve the increases. 
The board should seek a written opinion from its legal counsel about how to ratify any prior 
actions in this regard, as well as how to proceed in the future.  
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FCMAT’s review of the former CBO’s salary history found two issues. First, FCMAT determined 
that he had received his annual step increase in May 2017, which was obscured when combined 
with the retroactive payment of the newly approved salary increase. He was not eligible to receive 
that increase until July 1, 2017. Second, he received a 5% increase on July 1, 2017 instead of the 
2% increase to which he was entitled. When this fact was brought to the attention of the former 
CBO in his interview with FCMAT, he expressed doubt that he had received that percentage of 
increase. However, upon consulting a prior pay stub on his cell phone during the interview, he 
acknowledged that the numbers on the CBO salary schedule matched those on his pay stub.

FCMAT’s research of who made the change to the CBO’s salary schedule suggests this was accom-
plished by the former CBO himself. He stated in his interview that he normally performed this 
task. Among the complaints the CBO made in his June 28, 2017 email to the current superinten-
dent were statements about the long hours he worked, his frustration regarding those hours, and 
the duties he felt were not in his job description. He also states “(t)he salary schedules are done,” 
presumably a reference to the prior month’s settlements with the district’s bargaining units.

The past and present payroll personnel who worked under the supervision of the former CBO 
also stated in interviews that he was making those calculations. Additionally, the document titled 
“Payroll Cycle Procedures and Walkthrough 2016-17”, purportedly authored by the former 
CBO, states that the “CBO or the payroll accountant then makes the changes in Escape….
The CBO has established the control for salaries in Escape to be locked and are not able to be 
changed by anyone other than him.” (Note that “Escape” is the district’s financial and payroll 
system.) Lastly, with the exception of the months of June 2017, February 2018 (during the 
former CBO’s absence for paternity leave), and June 2018 (when the former CBO was on 
administrative leave), he was the only person who signed and approved payroll.

Unapproved Cell Phone Stipends
The former CBO was also paid a cell phone stipend of $50 per month from the beginning of 
his employment on February 3, 2015 until his departure on July 22, 2018. This amount totaled 
$2,100. Neither the former CBO’s personnel or payroll file make any mention of authorizing this 
payment, and the district could not provide FCMAT with a board-approved listing of those who 
are entitled to receive cell phone stipends or any amount attached. Without the board approving 
the cell phone stipend and setting the positions and amounts to be paid, this is an unauthorized 
payment and must be returned to the district.

However, FCMAT’s review of payroll reports shows that multiple administrative positions at the 
district also receive this stipend such as the superintendent, principals, directors, supervisors, and 
so on. Going forward, the district should generate a listing of the positions it believes are entitled 
to a cell phone stipend, the amount attached to each, place it on an upcoming board agenda for 
approval and ask the board to annually review and approve this document.

Former CBO – Aggregate Additional Compensation
To determine the value of the overpayments made to the former CBO, FCMAT increased the 
steps on the 2014-15 CBO salary schedule based on the increases provided to other bargaining 
units and other district employees. That amount, including the amounts of the Tree of Life 
Charter School assistance stipend, totals $37,512.43. Additionally, the amount for the former 
CBO’s one-time settlement of overtime hours, which included expenses related to his attendance 
at the USC School Business Management Certificate Program and the amount for the 100 hours 
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of compensatory time, is $13,682.67. Adding the unapproved cell phone stipends of $2,100 
results in a grand total of $53,295.09 and is the amount due back to the district unless the 
governing board takes open session action to ratify its closed session actions.

During FCMAT’s February 27, 2019 interview, the former CBO appeared to be unaware of the 
legality of having executive compensation (i.e. for unrepresented employees) decided in closed 
session. However, the concept that the actions taken in the board’s June 20, 2016 and September 
13, 2017 meetings, and the cascading effect of the June 20, 2016 action, would cause funds to be 
owed back to the district should be no surprise to him. Indeed, on May 11, 2018, not 10 months 
prior, he authored an email to the district’s former executive assistant to the superintendent/HR 
and stated the following in the last paragraph of that email:

(p)er government code: Unrepresented Employee Compensation cannot be determined 
in closed session and should have been an (sic) action item in the board minutes when 
she retired or when this ‘retirement income’ was initiated.

Even with this knowledge, openly and freely shared with others, the former CBO has contacted 
no one to arrange for repayment of sums to which he is not entitled.

Executive Assistant to the Superintendent/HR
This position began as the executive assistant to the superintendent and is the position to which 
the former CBO alluded in his May 17, 2018 complaint. She was hired by the district and began 
her duties on July 1, 2015. Based on a review of her salary schedule and her job description, the 
executive assistant was a classified, confidential position, which is not exempt from the Fair Labor 
Standards Act (29 CFR 553.20) (FLSA). Therefore, the overtime rules contained in the Labor 
Code 510 would apply. Further, this position would not be included in either the Teamsters or 
CSEA bargaining units but would instead be an unrepresented position.

The executive assistant’s relationship with the former CBO was reported to have started amicably 
but later became strained. The stress between the two reportedly spread to others in the district 
office. FCMAT’s review of emails provided by the district indicated a caustic relationship in 
which the former CBO seemed to go out of his way to provoke a reaction from the former exec-
utive assistant, including waiting six months to provide the executive assistant with a negotiated 
salary increase that every other classified employee received on July 1, 2017. Correction of that 
action required a specific written directive from the superintendent. 

The executive assistant was hired to support the superintendent, but sometime during the first 
year of her employment, she absorbed duties related to human resources. Before the former 
superintendent’s departure, the former superintendent made promises to the former executive 
assistant regarding a change in title and pay. The former superintendent confirmed to FCMAT 
that she had made those promises and also indicated that while she had worked with the board 
to fulfill them, she could not complete the title and pay change before her departure. FCMAT’s 
examination of board minutes shows that at its September 14, 2016 regular board meeting, 
the board made a closed session announcement stating that “On a unanimous vote of the 
Board, it was directed that the job title and salary schedule of the Executive Assistant to the 
Superintendent be reviewed, revised and brought back next month.”

Those two events did not occur until the March 8, 2017 regular board meeting and the April 
25, 2017 special board meeting. Like the former CBO’s June 20, 2017 and September 13, 2017 
items to increase his compensation, the item to change the executive assistant’s title and salary 
schedule went before the board in closed session. Neither meeting’s board minutes reflect a closed 
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session announcement; however, the executive assistant provided FCMAT with a copy of the salary 
schedule discussed with original handwriting showing the board acted at its March 8, 2017 meeting 
to revise the job title, establish a 10-step salary schedule, place the executive assistant at Step 6 as of 
July 1, 2016 and make the change in salary retroactive to the same date. Both the current superin-
tendent and a board member who had been present at the meeting remembered the item coming 
up for discussion, and the superintendent recognized his own handwriting on the document.

This action was nonetheless a violation of Government Code Section 54957.6. Like the action 
regarding the former CBO’s closed session salary increases, if the board elects not to cure the 
inappropriate handling of this matter, the added compensation paid may result in a claim of 
misappropriation of public funds or a gift of public funds. The board should seek a written 
opinion from its legal counsel on this matter. 

The other appearance of this issue was at the April 25, 2017 special board meeting where the 
board agenda shows that the board had an open session, “In Depth Discussion” item stating 
“Executive Assistant to the Superintendent – Reclassification – Superintendent Provence shared 
that the Executive Assistant to the Superintendent position will now be known as ‘Human 
Resources Director & Executive Assistant to the Superintendent’ position, since the position has 
now grown and encompasses both jobs.” While this may appear to resolve the matter of the title 
change, it does not specify that the board acted on anything. The minutes were the memorial-
ization of a statement by the current superintendent and review of subsequent board minutes 
through June 27, 2018 indicates that the board took no action on the item.

FCMAT’s review of the executive assistant’s payroll history found an issue with the payment of 
155.25 extra-duty hours on June 27, 2016. Extra duty hours worked by a person in an eight-
hour full-time position equate to overtime and should be paid at time and a half pursuant to the 
federal FLSA and Labor Code Section 510. However, this position did not receive time-and-a-
half pay and was actually compensated at a rate that was 24 cents per hour less than shown on 
the salary schedule for straight time. A review of the timesheets for the 155.25 hours found they 
spanned an entire fiscal year (July 2015 to June 2016). None of the timesheets contained the 
employee’s signature, only one had a supervisor’s signature, five had no employee’s name listed, 
all were completed electronically, and the forms used varied. Despite these anomalies, no one 
FCMAT interviewed disputed that the former executive assistant worked those hours, including 
the former superintendent (her direct supervisor) or the former CBO.

The former executive assistant was also paid a cell phone stipend of $50 per month for 22 months 
from August 2016 until her departure in June 2018. The district could not find any documenta-
tion authorizing the addition of the cell phone stipend to the executive assistant’s salary. As was 
mentioned above, the district could not provide FCMAT with a board-approved listing of those who 
are approved to receive cell phone stipends or the amount attached. Without the board approving 
the cell phone stipend and setting the positions and amounts to be paid, this is an unauthorized 
payment that the executive assistant to the superintendent/HR must return to the district. The board 
should seek a written opinion from its legal counsel on how to cure the past unapproved payments.  

To determine the value of the overpayments made to date to the former executive assistant, 
FCMAT increased the steps in the 2014-15 executive assistant salary schedule based on the 
increases provided to other bargaining units and other employees in the district. Extra duty 
hours were also adjusted based on the revised salary schedule, translating that into hourly rates. 
Including the amounts for the unauthorized cell phone stipend, the amount due back to the 
district totals $10,083.72, unless the district’s governing board takes open session action to ratify 
its closed session actions (see “Unapproved Cell Phone Stipends” section, above). 
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Conclusion
Potential for Fraud
Based on the findings in this report, there is sufficient evidence to demonstrate that fraud, 
misappropriation of funds and/or assets, or other illegal fiscal practices may have occurred in the 
specific areas reviewed.

Deficiencies and exceptions noted during FCMAT’s review of the district’s financial records 
and internal control environment increase the probability of fraud, mismanagement and/or 
misappropriation of the district’s assets. These findings should be of great concern to the Cascade 
Union Elementary School District and the Shasta County Office of Education and require 
immediate intervention to limit the risk of fraud, mismanagement and/or misappropriation of 
assets, or other illegal fiscal practices in the future.

Judgments Regarding Guilt or Innocence
The existence of fraud, misappropriation of funds and/or assets, or other illegal fiscal practices 
is solely the purview of the courts and juries. FCMAT is not making statements that could be 
construed as a conclusion that fraud, misappropriation of funds and/or assets, or other illegal 
fiscal practices have occurred. These terms are a broad legal concept, and auditors do not make 
legal determinations regarding whether illegal activity has occurred.

In accordance with Education Code Section 42638(b), action by the county superintendent shall 
include the following:

If the county superintendent determines that there is evidence that fraud or misappro-
priation of funds has occurred, the county superintendent shall notify the governing 
board of the school district, the State Controller, the Superintendent of Public 
Instruction, and the local district attorney.

In accordance with Education Code Section 1241.5(b), the county superintendent is required 
to report the findings and recommendations to the district’s governing board at a regularly 
scheduled board meeting within 45 days of completing the audit. Within 15 days of receipt of 
the report, the governing board is required to notify the county superintendent of its proposed 
actions regarding the county superintendent’s recommendations.

Recommendation

The county superintendent should:

1. Notify the governing board of the Cascade Union Elementary School 
District, the state controller, the superintendent of public instruction and the 
local district attorney that sufficient evidence exists to indicate that fraud or 
misappropriation of district funds and/or assets, or other illegal fiscal prac-
tices, may have occurred.
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Appendices
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Appendix A – Reconciliation of Improper Payroll and 
Overtime Payments to Former CBO
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Appendix B – Study Agreement
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