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February 16, 2024

John Paramo, Ed.D., Superintendent
Burbank Unified School District
1900 W. Olive Ave.

Burbank, CA 91506

Dear Superintendent Paramo:

In July 2023, the Burbank Unified School District and the Fiscal Crisis and Management Assistance Team
(FCMAT) entered into an agreement for FCMAT to conduct a review of the district’s Business Services
Department. The agreement stated that FCMAT would perform the following:

1.

Review operational processes and procedures in the Business Services Department and
make recommendations for improved efficiency, if any, in the following areas:

Budget Development
Budget Monitoring
Position Control
Accounts Payable

Accounts Receivable

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

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

Sincerely,

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 TK-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 ser-
vices 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.

Studies by Fiscal Year
90
80

70

Number of Studies
N w S o1 (2]
o o o o o

N
o

0
99/00  00/01 01/02 02/03 03/04 04/05 0506 06/07 07/08 0809 0910 1011 1112 1213 1314 14/15 1516 16/17 1718 1819 19/20 2021 2122 22123

FCMAT has continued to make adjustments in the types of support provided based on the changing
dynamics of TK-14 LEAs and the implementation of major educational reforms. FCMAT also develops and
provides numerous publications, software tools, workshops and professional learning 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 1991 to assist LEAs to meet and sustain their financial
obligations. AB 107 in 1997 charged FCMAT with responsibility for CSIS and its statewide data management
work. AB 1115 in 1999 codified CSIS’ mission.
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ABOUT FCMAT

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 responsibili-
ties 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 how fiscally insolvent dis-
tricts 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 1,400 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 sched-
ule for charges to requesting agencies.

Fiscal Crisis and Management Assistance Team Burbank Unified School District iv



INTRODUCTION

Introduction

Background

The Burbank Unified School District serves students in transitional kindergarten through grade 12 (TK-12)
in the community of Burbank in Los Angeles County California. The district is governed by a five-mem-
ber elected board of trustees and consists of 11 TK-5 elementary schools, three middle schools, two
comprehensive high schools, and one continuation school. According to the district’s Local Control and
Accountability Plan (LCAP), 2023-24 enrollment is approximately 14,850 students, with the most populous
ethnicities being Caucasian (47.7%), Hispanic/Latino (32.7%) and Asian (5.3%). The district’s unduplicated
pupil population was approximately 5,244; these are students who are eligible for free or reduced-price
meals, and/or are English learners, and/or are foster youth. Approximately 31.34% of students are consid-
ered socioeconomically disadvantaged, 10.4% English learners, and 0.2% foster youth. The district’s 2023-
24 adopted budget includes general fund expenditures of $229,805,462.

Study and Report Guidelines

On July 25, 2023, the Burbank Unified School District and the Fiscal Crisis and Management Assistance
Team (FCMAT) entered into an agreement for FCMAT to conduct a review of the district’s Business Services
Department.

A FCMAT study team visited the district on October 23-24, 2023, to conduct interviews with district and
school staff, collect data, and review documents. After fieldwork, FCMAT continued to request, review and
analyze documents. This report is the result of those activities.

FCMAT’s reports focus on systems and processes that may need improvement. Those that may be func-
tioning well are generally not commented on in FCMAT’s reports. In writing its reports, FCMAT uses the
Associated Press Stylebook, a comprehensive guide to usage and accepted style that emphasizes con-
ciseness and clarity. In addition, this guide emphasizes plain language, discourages the use of jargon and
capitalizes relatively few terms.

Study Team

The study team was composed of the following members:

John Von Flue Maria Arias
FCMAT Chief Analyst FCMAT Consultant
John Lotze

FCMAT Technical Writer

Those members of this study team who are otherwise employed by a local educational agency (LEA)
were not representing their respective employers but were working solely as independent contractors for
FCMAT.

Each team member reviewed the draft report to confirm accuracy and achieve consensus on the final
recommendations.

Fiscal Crisis and Management Assistance Team Burbank Unified School District v



EXECUTIVE SUMMARY

Executive Summary

The district has experienced staff turnover and vacancies over the past year, which exacerbated weak-
nesses in its business systems and procedures in its Administrative Services Department. As a result, the
district and community have lost some confidence in the department’s ability to function properly in the
areas of budget development and monitoring; its ability to maintain business relations with vendors has
also declined, because invoices are not paid in a timely manner.

Although this report reviews and identifies opportunities for improvement in managing the functions iden-
tified in the scope, the most critical and overarching issues affect all the functions of the Administrative
Services Department and possibly the district.

Organizational structure and internal controls set the tone of a district. The organizational structure identi-
fies relationships and roles between a district’s staff and provides for a system of authority, responsibility,
communication and accountability. Internal controls formalize the district’s processes and procedures to
achieve operational objectives and compliance with standard accounting practices, reporting require-
ments and board policies. Both organizational structure and internal controls are essential to developing
a district’s organizational culture and enabling the district to provide optimal support of its educational
programs.

In addition to staffing turnover and vacancies in the past year, the district’s business services have been
further challenged with deficiencies related to their business systems, procedures and training.

To support its business functions, the district uses numerous technology systems that are outdated and do
not interact with each other. The systems used should be effective in supporting the district’s operational
processes and should integrate with one another to support the collection and sharing of data efficiently.
The district’s lack of this causes the business staff to maintain several systems, many of which are individ-
ually developed, that do not share information. This necessitates redundant data entry, which is inefficient
and prone to data errors, omissions and inconsistency.

Procedures in the Business Services Department are not formalized or documented. Well-documented
procedures help support consistency and compliance. They also support staff accountability and serve as
guidance and training resources in times of transition.

Staff reported the lack of a training system to support productive and consistent work. New staff, sub-
stitutes, and staff helping across functions reported needing to be self-taught. Proper training increases
employee competence, benefiting both the district and its employees, and is essential for the district to
operate effectively.

Fiscal Crisis and Management Assistance Team Burbank Unified School District



FINDINGS AND RECOMMENDATIONS Organizational Structure

Findings and Recommendations

Organizational Structure

The purpose of an organizational structure is to help a district’s administration provide proper oversight
and help improve student learning while balancing internal financial resources.' The organizational design
should outline the management process and its specific links to the formal system of communication,
authority and responsibility needed to achieve an organization’s goals and objectives. Authority in a school
district originates with the governing board, which delegates its authority to the superintendent, who
serves as the employer of record and has responsibility for overseeing and superintending the district.
Through the superintendent, authority and responsibility are delegated to the district’s administration and
staff.

Management positions are typically responsible for supervising employees and overseeing the work of the
department for which they are accountable. They must ensure that staff members understand all policies
and procedures established by the district and perform their duties in a timely and accurate manner. A man-
ager must also serve as a liaison between their department and others to identify and resolve problems
and design and modify processes and procedures as needed. Management positions typically should not
be responsible for a department’s routine daily functions; these should be assigned to department support
staff.

When staffing school districts, administrators should consider the basic theories of organizational structure
used in other school agencies of similar size and type. The most common of these theories include job
specialization and departmentalization, authority and responsibility, chain of command, centralization and
decentralization, line and staff authority, and span of control.?

Job Specialization and Departmentalization

Efficiently organized districts are usually divided by specialized task(s) and district departments. For exam-
ple, business operations are usually structured to closely align with other education support departments
such as maintenance and operations, facilities, food services, risk management, and others. Those depart-
ments pertaining to education and instruction are also aligned, including but not limited to student services,
special education, and behavioral health. Districts have great flexibility in determining the best fit for their
organization and may structure the organization to best meet their needs.

Authority and Responsibility

Authority refers to the right to make decisions and direct the work of others. Staff must have the authority
to carry out the work for which they are responsible. The superintendent is delegated by the board to serve
at the highest level of authority in the district, and thus has the greatest responsibility. Delegation of author-
ity then continues to lower levels of staff, who are given less authority and responsibility down the chain of
command.

'Daft, Richard L., (2001). Organization Theory and Design, South-Western College Publishing.
2Wood, R. Craig, Thompson, David C., Picus, Lawrence O., Tharpe, Don I. (1995). Principles of School Business Management. Association of

School Business Officials International.
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Chain of Command

Chain of command refers to the flow of authority in an organization. Chain of command is characterized by
two guiding principles: unity of command, meaning that a subordinate is accountable to only one super-
visor, thus eliminating the potential for conflicting direction and instruction from a variety of supervisors;
and the scalar principle, meaning that subordinates at every level in the organization follow the chain of
command and communicate only through their immediate supervisor. The result is a hierarchical division of
labor in the organization.

Centralization and Decentralization

The level of centralization and decentralization is a common dilemma among organizations.
Decentralization refers to the delegation of authority to lower levels, while centralization keeps authority at
the top level of school administration. There are advantages to both, and typically a balance is maintained
based on the level of competence and experience found in staff at the lower levels.

Line and Staff Authority

Line authority is the relationship between supervisors and subordinates and refers to the direct line in the
chain of command. For example, in the district, the superintendent has direct line authority over the assis-
tant superintendent, and the assistant superintendent has direct line authority over the staff in their depart-
ment. Staff authority refers to the authority delegated to each staff member by their supervisor. A school
district’s organizational structure establishes the framework for leadership and the delegation of specific
duties and responsibilities to all staff members.

Span of Control

Span of control refers to the number of subordinates who report directly to a supervisor. Although there is
no agreed-upon ideal number of subordinates for span of control, the span can be larger at lower levels of
an organization than at higher levels because subordinates at lower levels typically perform more routine
duties and therefore can be more efficiently supervised.

Authority Granted by the Governing Board

Board policy (BP) 2220 provides that "[tlhe Superintendent shall organize the administrative staff in a
manner that best supports the educational program through efficient operations, effective communica-
tions and direct assistance to schools.” It further states, “[tlhe Superintendent or designee may adjust staff
responsibilities temporarily or permanently as needed to accommodate the workload and/or individual
capabilities.”

2023-24 District Organizational Structure

Organizational charts are important to show the organizational structure and the relationship of all positions
to one another. In doing so, an organizational chart also identifies authority, the chain of command, span of
control, and the functional areas for which each staff member is responsible.

The district’s organizational chart for 2023-24 (see Appendix A) identifies a structure in which each of five
department heads (two assistant superintendents of instruction services, assistant superintendent of edu-
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FINDINGS AND RECOMMENDATIONS Organizational Structure

cational services, assistant superintendent of human resources, and assistant superintendent of administra-
tive services) has authority and responsibility for all aspects of their respective departments, including staff,
and each reports directly to the superintendent.

This report includes discussion of a portion of the Administrative Services Department as it pertains to the
scope of this study regarding budget development and monitoring, position control, accounts payable and
accounts receivable.

According to the district’s organizational chart, the assistant superintendent of administrative services
oversees the director of information technology and education support, the director of fiscal services, the
director of food services, purchasing, a payroll supervisor, an injury/illness prevention technician, and the
director of facilities. The director of fiscal services, in turn, oversees fiscal services, which is responsible for
the district’s budget, accounts payable, accounts receivable, and a portion of position control.

The organizational chart below shows the part of the current structure of the Administrative Services
Department that pertains to this study.

[ Superintendent }

|

Assistant

Superintendent
Administrative Services

[ Payroll Supervisor }

Lead Payroll Pa?”_°“
L Technician (2)
Technician

(T vacant)

and Fundraising
Technician

District Attendance W

Fiscal Services

Director
(vacant)

Fiscal Services W ( Purchasing — Lead
Supervisor | L Buyer

Acco‘uTltmg [Financial Analyst (2)] Technician (vacant)
Technician (6)
(3 vacant)

-

( . N
Project and

Account Analyst
- J

)

Accounting
Assistant Il
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Job Descriptions

Job descriptions are essential to ensure that each staff member understands the essential duties, author-
ity, responsibilities, and requirements of their position. To help both the organization and the employee
understand expectations and provide for accountability, job descriptions should provide general infor-
mation including job title, classification, whom the position reports to, essential functions of the position,
qualifications and skills needed, and required education and experience. In addition, proper identification
of functions and responsibilities in job descriptions can be used to gauge employee performance and serve
as a guide for training. By clearly identifying expectations, job descriptions support the employer-employee
relationship and promote competency and job satisfaction. To maintain their validity and effectiveness, job
descriptions must be kept accurate and current in all aspects.

In response to FCMAT’s document request, the district provided job descriptions for all business depart-
ment positions. FCMAT found various defects in the job descriptions provided; these defects are described
below.

Director of Fiscal Services

This job description shows that the position reports to the “Business Manager,” a position that is not in the
district’s organizational chart. The document states that the position supervises fiscal services, budget, and
purchasing in agreement with the organizational chart; however, it also includes warehouse, duplicating
and communications, which appear to conflict with the organizational chart. The job description also identi-
fies a date of “7/96,” which could be the date the job description was developed and/or last reviewed.

Fiscal Services Supervisor — Budget

This job description states it is “under the direction of an assigned supervisor,” which is vague because it
does not identify the supervisor position. This position is listed as responsible for the “Budget section of
the District Fiscal Services Department” including supervision of assigned personnel. In the area where
other job descriptions are dated, the job description states “Budsup,” an unknown term.

Budget/Accounting Technician

This job description states it is “under the direction of an assigned supervisor” and that it is responsible for
general functions and duties related to budget and accounting. The job description is labeled “Job Study —
1/2020,” which may indicate how and when it was created.

Financial Analyst

This job description states it is “under the direction of an assigned supervisor” and lists functions related to
“procedures development and financial data analysis” and duties related to budget and financial manage-
ment. The job description is labeled “Job Study — 1/2020.”

Project Accounting Technician

This job description states it is “under the direction of an assigned supervisor,” and basic functions include
“technical and complex project accounting.” This position was referred to as “Project and Accounting
Analyst” in the department directory and in interviews. The job description is labeled “Formatted 2022.”

Accounting Assistant Il
No job description was provided for this position.

Lead Buyer

This job description states it is “under the direction of an assigned supervisor.” The position is responsible
for performing “complex technical duties in the purchase of District supplies, materials, equipment and ser-
vice,” and duties include, “train and provide work direction to purchasing personnel.” The job description is
labeled “Reclass 2/2022.”

Fiscal Crisis and Management Assistance Team Burbank Unified School District 5
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Purchasing Technician

This job description identifies it as “under the direction of an assigned supervisor” and states that its basic
function is to “perform responsible technical duties in the coordination and purchase of supplies, materials,
equipment and services.” The job description is labeled “Job Study-1/2020.”

Buyer
This job description states it is “under the direction of an assigned supervisor.” Duties listed appear appro-
priate and specific to the position. The job description is labeled “Job Study — 1/2020.”

District Attendance and Fundraising Technician

This job description identifies it as “under the direction of an assigned supervisor.” Based on the position
and the fact that its duties are not identified under another supervisor, it presumably reports directly to the
assistant superintendent of administrative services. The job description is detailed and corresponds to the
duties identified during interviews. The job description is dated September 1, 2021.

Fiscal Services Supervisor — Payroll

This job description states it is “under the direction of the of [sic] an assigned supervisor” and is respon-
sible for coordinating, supervising and reviewing operations and activities of the payroll section of the
Business Services Department. This position was referred to as “Payroll Supervisor” during interviews and
on the district’s organizational chart. The duties also include ensuring compliance, and training, supervising
and evaluating assigned personnel. The job description is dated March 2012.

Lead Payroll Technician

This job description states it is “under the direction of an assigned supervisor” and is responsible for “high-
level technical payroll duties to ensure that District employees are paid according to established guidelines
and in a timely manner.” This position also advises other payroll technicians and helps solve payroll prob-
lems. The job description is labeled “Formatted 2022.”

Payroll Technician
This job description states it is “under the direction of an assigned supervisor” and is responsible for "tech-
nical payroll duties.” The job description is labeled “Job Study — 1/2020.”

Staffing

Organizations function optimally when they are staffed appropriately with knowledgeable and experienced
persons. At the time of FCMAT’s fieldwork, the district had been and was continuing to experience high
staff turnover and vacancies in the Business Services Department.

Turnover and vacancies can be costly, resulting in inefficiency and ineffectiveness. A deviation from normal
staffing creates challenges that affect the detail and accuracy of certain business functions and can exacer-
bate any weaknesses in processes and controls. At the time of FCMAT's interviews, six of the 21 positions
in the Administrative Services Department were vacant, including the director of fiscal services position,
three budget/accounting technician positions, the accounting assistant Il position, and a payroll technician
position.

In addition, several key staff had been in their positions for less than a year at the time of fieldwork, includ-
ing the assistant superintendent of administrative services, three budget/accounting technicians, and the
buyer.

To compensate for the vacancies and maintain workflow, data systems and reporting, the district relied
on staff members to manage both their own positions’ duties and take on additional responsibilities of
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the vacant positions or help train newly hired staff members. In doing so, significant additional costs were
incurred because of staff overtime and a reliance on outside consultants, as authorized by BP 3600.

Recommendations
The district should:

1. Ensure that its organizational structure is well thought out, intentional, and reflects the
authority, responsibility, and span of control intended for each department and staff
member.

2. Ensure that its organizational chart accurately reflects its organizational structure.

3. Ensure position titles are complete, clear, accurate and aligned with the organizational
chart.

4. Ensure every position has an approved job description.

5. Review and update all job descriptions to ensure their accuracy, clarity, alignment with the
organizational structure, and that they clearly identify to whom the position reports.

6. Standardize the job description format to support consistency of information and how they
identify date of creation, last review, and/or most recent revision.

7. Continue recruiting to fill vacancies in essential positions.

Fiscal Crisis and Management Assistance Team Burbank Unified School District
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Operational Processes and Procedures

Internal Controls

Internal controls as applied to organizations, including school agencies, are defined as “a process, effected
by an entity’s board of directors, management, and other personnel, designed to provide reasonable assur-
ance regarding the achievement of objectives relating to operations, reporting, and compliance.” The ref-
erence to achievement of objectives refers to planning, organizing, directing and performing routine tasks.

Controls are established by setting goals, objectives, budgets, and performance expectations. Several
factors influence the effectiveness of internal control, including the social environment and how it affects
employees’ behavior, the availability and quality of information used to monitor the organization’s opera-
tions, and the policies and procedures that guide the organization. Internal control helps an organization
obtain timely feedback on its progress in meeting operational goals, adhering to guiding principles, produc-
ing reliable financial reports, and ensuring compliance with applicable laws and regulations.

Internal control is the principal mechanism for preventing and/or deterring fraud or illegal acts, which
include an assortment of irregularities characterized by intentional deception and misrepresentation of
material facts. Effective internal control provides reasonable assurance that operations are effective and
efficient, that the financial information produced is reliable, and that an organization complies with all appli-
cable laws and regulations.

Internal control provides the framework for an effective fraud prevention program. An effective internal
control structure includes the policies and administrative regulations established by the board, opera-
tional procedures used by staff, adequate accounting and information systems, the work environment,
and the professionalism of employees. The five integrated components of internal control and their sum-
marized characteristics are shown in the following table. These are from the Committee of Sponsoring
Organizations of the Treadway Commission.

Internal Control Components and Their Characteristics

Internal Control
Component Characteristics

The set of standards, processes and structures that provide the basis for carrying out internal
control across an organization. Comprises the integrity and ethical values of the organization.
Commonly referred to as the moral tone of the organization, the control environment includes 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 violations.

Control Environment

Identification and assessment of potential events that adversely affect the achievement of the

SR /ASEERRIEn! organization’s objectives, and the development of strategies to react in a timely manner.

Actions established by policies and procedures to enforce the governing board’s directives. These
Control Activities include actions by management to prevent and identify misuse of the LEA’s assets, including
preventing employees from overriding controls in the system.

Ensures that employees receive information regarding policies and procedures and understand
their responsibility for internal control. Provides opportunity to discuss ethical dilemmas. Establishes
clear means of communication within an organization to report suspected violations.

Information and
Communication

3Everson, Miles E.A., Soske, Stephen E., Martens, Frank J., Beston, Cara M., Harris, Charles. E., Garcia, J. Aaron, Jourdan, Catherin. I., Posklensky,
Jay A., and Perraglia, Sallie J. (2013). Internal Control — Integrated Framework, Executive Summary. The Committee of Sponsoring Organizations

of the Treadway Commission.
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Internal Control
Component Characteristics

Ongoing monitoring to ascertain whether all components of internal control are present and
functioning; ensures deficiencies are evaluated and corrective actions are implemented.

Monitoring Activities
The five components of internal control are supported by underlying principles that help ensure an entity
achieves effective internal control. Each of the five components listed above and their related principles
must be present and functioning in an integrated manner to be effective. An effective system of internal
control can provide reasonable but not absolute assurance that an organization will achieve its objectives.

Although the board and all employees in an LEA have some responsibility for internal control, the board,
superintendent, and other key management personnel have a higher ethical standard, fiduciary duty, and
responsibility to safeguard the LEA’s assets.

Control Environment

The internal control environment establishes an organization’s moral tone. Although intangible, it begins
with 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 effec-
tive 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 internal control, or when other controls are not upheld by the administration.

Control Activities

Control activities are a fundamental component of internal control and are a direct result of policies and
procedures designed to prevent and detect misuse of an LEA’s assets, including preventing any employee
from overriding system controls. Examples of control activities include the following:

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

+ Information processing, which includes the approvals, authorizations, verifications and rec-
onciliations needed to ensure that transactions are valid, complete and accurate.

«  Physical controls, which are the processes and procedures designed to safeguard and
secure assets and records.

. Supervisory controls, which assess whether the transaction control activities performed are
accurate and in accordance with established policies and procedures.

. Segregation of duties, which consists of processes and procedures that ensure 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,
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the recording or reporting of related transactions, and the execution of the transactions.
Adequate segregation of duties provides for separate processing by different individuals at
various stages of a transaction, and for independent review of the work. These measures
reduce the likelihood that errors will remain undetected.

Organizational Culture

Organizational culture is the set of values, guiding beliefs, understandings, and ways of thinking shared

by an organization.* Organizational culture has great influence on attracting and retaining staff, as these
shared values strongly influence the way people in the organization interact and how they dress, act, and
perform their jobs. Every school district has a unique culture. Organizational culture is usually not formal but
is shaped by a district’s leadership over time and shapes the reputation of a district.

District actions at the governance and top administrative level, including how a district is organized, how
resources are used, and interaction with other entities, set the tone regarding what is important and tol-
erated. When leaders override or otherwise dismiss the importance of a position, processes, procedures,
training, and deadlines, it sends the message that they are not important, necessary or required. When
applied to business operations, dismissive action or inaction by management can quickly compromise the
effectiveness of a district’s internal control system.

FCMAT Standards

During this review, the FCMAT study team found that the district lacks some of the elements noted above,
and some elements have been established but are not functioning optimally. Areas of concern directly
related to the scope of this study are addressed later in this report.

To support districts in evaluating their operations, FCMAT has developed an extensive list of management
standards for public school agencies, including standards for financial and personnel management. These
standards address general functions such as policies and procedures; job descriptions; internal and exter-
nal communication; internal control; orientation and training; and accounting, payroll and purchasing. The
district would benefit from using these standards to conduct periodic self-evaluations to identify and/or
monitor areas of potential risk and to help develop best practices for its operations. The most recent list of
standards is available on FCMAT’s website

Recommendation
The district should:

1. Review FCMAT’s list of management standards and assess its risk and alignment with best
practices.

Business Systems

Business systems used in organizations should efficiently and effectively support the operational processes
and the collection, sharing and retention of data needed by the entity. Optimally, business-related organiza-
tional systems integrate to collect and share data, limiting the need for redundant data collection and entry

“Daft, Richard L. (2001). Organization Theory and Design. South-Western College Publishing.
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by staff. Once collected and entered into a district database, the information needs to be accessible and
shared with other systems without the need for additional data entry. Data systems that are integrated to
share and access information reduce delays and exposure to human error.

The district uses multiple systems for its business functions. These systems are outdated and require
significant and redundant manual entries because of the lack of electronic document flow and integration.
Each time staff collect and enter data manually, there is the potential for human error, incomplete data, and
delays, all of which can create inconsistencies and inaccuracies in the information.

Smartetools business system software is the main software used for the district’s local accounts payable
and receivable transactions, including all aspects of purchasing and invoicing. For receiving cash, the
district uses a product called Fox Pro along with Smartetools. Payroll is processed on the HRS (Human
Resource System) and ETAC software systems. Position control is built on in-house, ad-hoc systems since
the retirement of their previous system, Helios Software. KeyAnalytics is used to manage bond-funded
facility projects. Out of necessity, district staff use individually-developed spreadsheets to manage and
track financial and personnel data. Staff use various forms of Google Docs and Microsoft Excel worksheets
to accomplish their tasks and fulfill their responsibilities. In addition, the district must interface regularly
with the Los Angeles County Office of Education’s (LACOE’s) financial management system, BEST (Business
Enhancement System Transformation).

This use of multiple independent business software systems makes it is difficult to manage and reconcile
information between all systems. The volume of data entry and the complexity of maintaining the various
desks and systems make the district prone to errors, omissions and untimely data, it is also inefficient and
compromises the reliability of the data.

Recommendations
The district should:

1. Identify and evaluate its business processes and business technology systems, including
staff-developed ad-hoc systems, to determine their effectiveness.

2. Research software systems and tools that would consolidate and integrate the processes
and data. Consult with LACOE and peer districts regarding systems that successfully
synchronize processes.

3. Consider investing in and implementing a system or systems that best serve its needs in
a comprehensive and integrated manner and reduce the need for individually-developed
tools.

Budget Development

Allocating resources through budgeting to achieve a district’s goals is one of the most important respon-
sibilities of a district’s governing board and one of the most important functions of management. Budget
development in school districts is a complex and continual process that requires careful planning, collab-
oration and transparency to ensure that financial resources are allocated and used effectively to support
student learning and the district’s priorities. Budgeting plays a critical role in fulfilling a district’s educational
mission and goals while meeting the needs of students, teachers, and the community.

School districts are required to adopt their annual budget within the statutory timelines established by
Education Code (EC) 42127. Before July 1 of each year, the governing board of each school district must
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hold a public hearing on, and adopt, the budget for the subsequent fiscal year. In addition, the budget to be
adopted must be prepared in accordance with EC 42126. The budget document needs to include a narra-
tive that can be understood easily by a layperson. An effective budget presentation will include a descrip-
tion of budget assumptions and their financial impact, and illustrate the changes in revenues, expenditures,
and fund balance. Because the district’s general fund ultimately makes up for shortfalls in other district
funds, all other funds need to be included in all budget presentations to the board.

Within 45 days after the governor signs the annual budget act, the district is required to make available for
review any revisions in revenues and expenditures made to its budget that align with the funding allocated
by the budget act.

Budget development is a detailed process that typically begins in or before January of the preceding fiscal
year. Effective budget development includes using a budget development calendar so each staff member
is aware of the timeline and their responsibility within the process and is held accountable to meet dead-
lines. The budget development calendar should outline tasks, deadlines, and the individuals responsible
for their completion. A budget development calendar can ensure clear communication and the inclusion of
all affected schools and departments in budget-related matters, but its effectiveness is limited unless it is
widely distributed and consistently adhered to.

During effective budget development, a district revises and updates position control (a tool used to manage
staffing and compensation), estimates revenues and expenses, and aligns its budget with its local control
and accountability plan (LCAP), which prioritizes the district’s goals and the actions to achieve those goals.

The district’s BP 3000 supports the above process and requires that in “development of a district budget,
the Board and the Superintendent or designee shall establish a calendar that reflects the full budget cycle
and a process that satisfies the requirements of law, including opportunities for public input.” Furthermore,
BP 3100 provides that budget development “shall involve appropriate staff in the development of budget
projections.”

In June 2022, the district presented to the board for approval the 2022-23 budget calendar outlining the
budget process and timeline. According to the calendar, the budget development meetings with schools
and departments begin in September, then in January when the governor’s state budget proposal is
released the district develops its revenue and expense projections. Within 45 days of the governor’s sign-
ing of the annual budget act, the district should revise the budget to reflect funding changes. An effective
budget development calendar will outline the month each action is completed, describe each action, and
specify the department responsible. Actions that pertain to statutory requirements and/or meetings will be
identified in the month they are due.

In most districts, the individuals responsible for overseeing budget development attend budget update
workshops for the governor’s budget in January and for the revised state budget in May. In addition, they
attend training as needed on budget development, position control, and other budget planning. The chief
financial officer for the district will typically present budget information to the budget advisory committee,
which is composed of teachers, administrators, parents, community members, union representatives, and

a minority of board members. The intent of this committee is to understand the budget in great detail and
to provide input, advice, and recommendations for consideration by the school district’s leaders and board.
Under the chief financial officer’s leadership, budgets should be developed for each school in collaboration
with the principals and their teams, and for various departments in cooperation with their respective man-
agers and staff. Collaborating during this process helps create a sense of shared ownership and responsi-
bility and a better understanding of budget issues, and can reduce the number of budget transfers needed
during the year. In many districts, the business department prepares budget development materials, con-
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ducts budget workshops for school and department staff, and offers ongoing support to facilitate a more
accurate and collaborative budgeting process.

The district did not provide a budget calendar for the 2023-24 fiscal year. If a calendar was not developed,
the district would not be in compliance with its board policy requirements. The first indication of budget
development in the district was when the assistant superintendent of administrative services presented a
report to the board on the governor’s budget update for 2023-24 on February 2, 2023. This report provided
an overview of the California state budget, impacts to education in general, and the district’s multiyear
financial projection approved for the 2022-23 first interim report. Public hearings on the district’s proposed
LCAP and budget occurred on June 15, 2023, and adoption occurred at the June 22, 2023 special meeting
of the board.

Based on its 2022-23 budget calendar, the district would benefit from having a more detailed internal cal-
endar that includes additional components, such as a position control update and LCAP timelines, interim
reporting tasks and due dates, and purchasing cutoff dates. It should also include the staff member respon-
sible and the specific due date for each task. It should be updated each year and revised as needed to best
serve the district and maintain compliance.

In interviews, staff indicated that not all department and school administrators participate in budget devel-
opment. In addition, staff expressed a lack of understanding about the budget development process and
unfamiliarity with the budget in general. A failure to include key department heads and school principals in
budget development can lead to inadequate or excessive budget allocations and budget implementation.
The district needs to hold annual meetings with administrators regarding budget development and provide
staff with training to develop an accurate budget that aligns with department and school needs.

Under the assistant superintendent of administrative services’ leadership, budgets need to be developed
for each school in collaboration with the principals and their teams, and for various departments in coop-
eration with their respective managers and staff. Collaborating during this process would help create a
sense of shared ownership and responsibility, a better understanding of budget issues, and possibly a
more accurate budget that requires fewer budget adjustments during the year. In well-functioning districts,
the business department prepares budget development materials, conducts budget workshops for school
and department staff, and offers ongoing support to facilitate a more accurate and collaborative budgeting
process.

In addition, school and department managers need to be given a position control report that includes a list
of all employees charged to their respective budgets. The report needs to include each employee’s name,
position, hours per day, and the funding source for the position. This report is best provided to schools and
departments during budget development and at each interim reporting period. School and department
managers need to review it for accuracy in their respective budgets as well as cross-reference with other
departments for staff who work at their sites or with their departments but belong to other departments,
and immediately report any inconsistencies to the Human Resources Department. This process helps verify
the data used to develop position control, which affects the budget reports.

The district also needs to improve communication regarding the budget to ensure that all parties involved
have a better understanding of the budget document and budget development.

In addition, as discussed previously in the “Business Systems” section of this report, many of the systems
the district uses are individually developed in Google Docs and Microsoft Excel. Based on interviews and
documents reviewed, FCMAT found that most of the budget development information and modeling is
performed by individuals on ad-hoc worksheets, which makes collaboration and verification of data difficult
and increases the risk of error or omission.

Fiscal Crisis and Management Assistance Team Burbank Unified School District 13



FINDINGS AND RECOMMENDATIONS Operational Processes and Procedures

Recommendations
The district should:

1.

Establish a budget development calendar that organizes all budget development and
interim reporting tasks and that includes their due dates and the individuals or departments
responsible for completing them.

Ensure that the budget calendar is distributed to all who are responsible for completing the
listed tasks and that they are held accountable for meeting the timelines.

Ensure those tasked with developing the district’s budget attend budget workshops to stay
current with best practices.

Develop and implement a process for involving school and/or department administrators in
budget development.

Establish regular communication with school and department staff to share budget
development information and updates. Use clear narratives and periodic updates to keep
everyone informed.

Budget Monitoring

School district budgets are not static: the estimated revenues, expenses, and ending balance of each fund
change throughout the year because of revenue items such as the state budget, enrollment and atten-

dance, and expenditure items such as changes in personnel and negotiated settlements of employee
bargaining agreements.

Budgets need to be monitored regularly during the fiscal year to ensure that revenues remain appropriately
projected, that actual expenditures are not materially different from those budgeted, and that appropria-
tions are not overspent. In addition, it is essential to monitor and adjust budgets throughout the fiscal year
to ensure fiscal responsibility and the efficient and effective distribution of resources to support all stu-
dents’ educational needs.

Budget adjustment and budget transfer conditions are addressed in EC 42600-42603 and 42610. EC
42600 states the following:

The total amount budgeted as the proposed expenditure of the school district for each major
classification of school district expenditures listed in the school district budget forms .. shall
be the maximum amount which may be expended for that classification of expenditures for
the school year.

EC 42600 also specifies the following:

Transfers may be made from the designated fund balance or the unappropriated fund balance
to any expenditure classification or between expenditure classifications at any time by written
resolution of the board of education of any school district governed by a board of education,
when filed with the county superintendent of schools and the county auditor, or by written res-
olution of the board of trustees of any school district not governed by a board of education,
when approved by the county superintendent of schools and filed with the county auditor. A
resolution providing for the transfers specified in this section shall be approved by a majority
vote of the members of the governing board.

Fiscal Crisis and Management Assistance Team Burbank Unified School District



FINDINGS AND RECOMMENDATIONS Operational Processes and Procedures

This provision is interpreted to mean that all budget adjustments and budget transfers should be approved
at an official meeting of a district’s governing board.

Most districts make budget revisions many times during the fiscal year as additional information develops
and priorities change; these revisions typically fall into three main categories:

. Material increases and decreases to estimated income and expenditure appropriations
resulting from the receipt of new grant awards or donations.

«  Budgeted carryover balances from prior years.
« Adjustments to expenditure appropriations to prevent budget overruns.
It is the best practice to report all the following to the board monthly:

« Changes in operating costs.

Employee and retiree benefit trends.

. Salaries and benefits as a percentage of all expenditures.
+  Contributions to restricted programs.

« Ongoing versus one-time resources.

+  General fund deficits.

+  Projected balances of reserve funds.

«  Cash flow projections.

However, some districts submit this data and budget revisions to the board only with interim reports, which
is the minimum recommended practice.

Regardless of frequency, budget revisions should be presented in a manner that ensures understand-

ing and transparency. Details linking the previously approved budget and the recommended budget are
essential. Specific changes in assumptions and/or actual changes should accompany each budget revision
recommended for approval.

The district has not included specific budget revisions with its board agendas throughout the year. The
projected budget, which is column D of the interim report, apparently served as a budget revision for the
first and second interim reports even though the board report does not specifically indicate this occurred.
In these instances, the board report needs to state that the interim report functioned as a budget revision,
and additional detail needs to be provided to explain what adjustments are needed and why.

The district’s 2022-23 first interim report memo stated, “All amendments to the budget posted through

the end of October are reflected in this report.” The report identified a general fund revenue increase of
$42,636,063 and an expenditure increase of $28,642,036. The interim report and its budget revisions were
approved with no further detail or clarity provided.

Per Government Code 3547.5(a), when collective bargained agreements are considered, details of the set-
tlement must be shared and approved at a public board meeting. This process and document is commonly
known as an AB 1200 disclosure. For 2022-23, the district made the following AB 1200 disclosures:

« AB 1200 disclosure March 2, 2023, included a current year compensation increase
for California School Employees Association Chapter 674 totaling $2,843,928 and an
increased cost to the unrestricted general fund of $1,501,535. In addition, a disclosure was
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approved for the Burbank Association of School Administrators totaling $721,587 which did
not affect the previously approved budget.

« AB 1200 disclosure Dec 7, 2023, included a current year compensation increase for the
Burbank Teachers Association totaling $4,789,099 and an increased cost to the unre-
stricted general fund of $3,249,471.

Although these disclosures identified changes to the budget and included the revised budget amounts, no
specific recommendation was made nor any action taken to make budget revisions when the settlements
were approved. Such action would help bring improved transparency to the revisions’ impact on the budget
and their timing.

With the district’s existing business systems, identifying variances is a challenge. In interviews, staff indi-
cated that at each interim reporting period they reconcile budget and actual expenditures for the period
by collecting data manually and creating a comparison using ad-hoc worksheets. In addition, in September
and January the staff compare employee compensation data using a laborious process involving data from
human resources, position control worksheets, and reports to LACOE.

Significant differences between the approved budget and actual expenditures are an indication of lapses
in budget monitoring and adjustment. These variances may also indicate a lack of accountability among
those responsible for department and school budgets. The district’s budget needs to accurately reflect the
approved allocations; its budget details need to be communicated clearly; and each department or school
administrator needs to be responsible for managing their budget.

FCMAT reviewed the district’s audits for fiscal years 2020-21 through 2022-23 and found significant vari-
ances between the district’s final budget and the actual expenditures for each fiscal year.

The district’s 2020-21, 2021-22 and 2022-23 audits identified significant differences between the approved
budget and the district’s actual expenditures, as shown in the following tables.

2020-21 Audit — Variances (page 69)

2021-22 Final Budget Actual Variance
Revenues $ 207,846,532 $ 189,896,240 $ (17,950,292)
Expenditures $ 181,965,043 $ 174,378,151 $(7,586,892)
Excess (Deficit) $ 25,881,489 $ 15,518,089 $ (10,363,400)

2021-22 Audit — Variances (page 71)

2022-23 Final Budget Actual Variance
Revenues $ 213,807,051 $ 211,977,851 $ (1,829,200)
Expenditures $ 201,030,548 $ 204,517,468 $ 3,486,920
Excess (Deficit) $ 12,776,503 $ 7,460,383 $ (5,316,120)

2022-23 Audit — Variances (page 69)

2022-23 Final Budget Actual Variance
Revenues $ 240,664,755 $ 240,664,757 $2
Expenditures $ 206,579,573 $ 207,123,765 $ 544,192
Excess (Deficit) $ 34,085,182 $ 33,540,992 $ (544,190
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In addition, as shown in the tables below, the audits identified expenditures that exceeded the approved
budget amount, which indicates unauthorized expenditures of funds. Expenditures that exceed the
budgeted amounts approved by the board indicate inaccurate budgeting and/or a lack of control over
expenditures.

2020-21 Audit — Expenditures in Excess of Appropriations (Page 77)

Category Excess Expenditure
Classified Salaries $ 1,585,886
Employee Benefits $6,773,995

2021-22 Audit — Expenditures in Excess of Appropriations (page 80)

Category Excess Expenditure
Certificated Salaries $ 3,558,941
Classified Salaries $ 2,647,666
Employee Benefits $9,110,535
Services and Other
Operating Expenditures $ 4,215,296
Interfund Transfers Out $ 208,749

2022-23 Audit — Expenditures in Excess of Appropriations (page 79):

Category Excess Expenditure
Excess expenditures over appropriations
Capital Outlay $962,776
Debt Service $294,630

These variances indicate that the district did not update budget amounts to align with actual revenues and
expenditures and/or did not control expenditures, allowing them to exceed approved amounts.

The district’s BP 3100 is the board-established policy on how often revisions are submitted and approved.
It states the following:

Whenever revenues and expenditures change significantly throughout the year, the
Superintendent or designee shall recommend budget amendments to ensure accurate projec-
tions of the district's net ending balance.

In addition, budget amendments shall be submitted for Board approval as nhecessary when
collective bargaining agreements are accepted, district income declines, increased revenues
or unanticipated savings are made available to the district, program proposals are signifi-
cantly different from those approved during budget adoptions, interfund transfers are needed
to meet actual program expenditures, and/or significant changes occur that impact budget
projections.

Although the policy does not speak to the detail to be provided with the budget amendments, the best
practice is for every budget revision to be accompanied by a detailed background, assumptions, and expla-
nation of its impact so it is clear why the budget has changed and the effects of the change.

Monitoring budgets during the year includes helping schools and departments effectively use the funds
available to them as well as ensuring that budgets are not overspent and that activity is coded correctly.
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Common accounts reconciled during each interim period and at year-end closing are accounts receivable
and accounts payable. At the end of each fiscal year, any revenue earned by June 30 but not yet received
must be recorded as an accrual entry. The same is true for any outstanding payments for supplies or
services provided in the fiscal year closing. Accrual entries record the revenues and expenditures in the
periods in which they were earned or incurred.

In interviews, staff indicated that the overstatement of the district’s financials was because of the recording
of an accrual initially set up to pay retroactive amounts resulting from a collective bargaining agreement
settlement. However, the retroactive amounts were paid before the end of the fiscal year, doubling the lia-
bility. When it discovered the accrual entry, the district corrected the financials and the fund balance experi-
enced an unintended substantial increase. As part of each interim period and year-end process, the district
needs to reconcile its accounts receivable and accounts payable to accurately show its financial position.

The district needs to work to minimize variances between budget and actual expenses throughout the

year and at year-end closing. This would give the governing board accurate and timely data to use when
making decisions regarding the district’s resources and would increase credibility with district departments,
employee associations, the community, and the governing board. Communication regarding budget adjust-
ments and how they affect the district needs to be ongoing, detailed, transparent and understood.

Recommendations
The district should:

1. Review and consider revising board policy to further specify how often budget revisions
should be submitted to the board for approval. At minimum, budget revisions should occur
with each interim report; however, in accordance with board policy, revisions should also
occur whenever the district learns of a material change in revenues or expenditures.

2. Revise its board policy to require details in budget revisions submitted to the board for
approval to ensure all adjustments and their effects are clearly understood.

3. Ensure department and school administrators are aware of their budget allocations and
accountable for independently managing their budgets.

4. Monitor and revise the budget throughout the fiscal year to ensure appropriations are
not overspent, revenues remain accurately projected, and actual expenditures are not
materially different from those budgeted.

5. Give school and department managers position control reports at budget development and
during the year, ideally at each interim reporting period. Ensure that managers review the
reports and inform the Human Resources Department of any errors.

6. Perform regular reconciliations of accounts payable and accounts receivable to ensure
errors are identified promptly and resolved.

Position Control

Position control is a system that manages the allocation of authorized positions within a district and plays a
crucial role in budgeting, staffing, and organizational planning. It involves managing the creation, change,
and elimination of positions, as well as ensuring that positions are necessary to meet the district’s educa-
tional goals. Position control is usually managed collaboratively by a district’s human resources and busi-
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ness departments, but all school and department leaders have a responsibility to ensure they comply with

policies and procedures regarding position control.

Following are some key aspects of position control in school districts:

1.

Position control provides essential information about the largest part of a district’s expenditure budget:
In most school districts, 85% to 90% of the budget is spent on employee salaries and benefits. Therefore,
accurately projecting salary and benefit costs is crucial. A comprehensive position control system also
prevents omission of other annual expenses tied to positions, such as substitutes, stipends, vacation pay,

Job Classification

Position control involves defining and classifying various positions based on factors such
as job responsibilities, qualifications and pay scales. This helps ensure consistency and
fairness in how different roles are categorized.

Staffing Levels

This involves determining the optimal number of staff members needed in each position
to efficiently run the district's operations; these are typically tied to ratios specified in
collective bargaining agreements. This can include teachers, administrators, support staff,
and other personnel.

Budgeting

Position control is closely tied to budgeting because it helps staff and managers estimate
salaries and benefits accurately. By controlling the number and type of positions,

school districts can better allocate their financial resources and avoid overbudgeting or
underbudgeting.

Recruiting and Hiring

School districts use position control to identify vacant positions and start recruitment and
hiring to fill these positions. This includes creating job postings, conducting interviews, and
selecting candidates.

Job Changes

When roles need to be changed or updated, position control helps manage these changes.

This could include increases or decreases in hours, adjusting funding allocations, or
adjusting salaries and benefits because of collective bargaining agreements.

Compliance

Ensuring that the district complies with its board policies, labor laws, employment
regulations, and collective bargaining contracts is an important part of position control. It
helps avoid legal issues related to staffing and employment practices.

Data Management

Position control often involves maintaining a database or system to track information
related to positions, staff members, and changes over time. This data is valuable for
decision-making, reporting and auditing.

Strategic Planning
Position control aligns with the district’s educational goals and objectives. It helps district
leaders make informed decisions about staffing priorities and resource allocations.

step-and-column changes, and other salary- and benefit-related items that may be in the district’s collective
bargaining agreements.
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To be most effective, a position control system must be integrated with other financial modules such

as those used for budget development, human resources and payroll. When the Business Services and

Human Resources departments use one system, the efficiency and effectiveness of a district’s financial

management increase because it streamlines processes, reduces errors, and provides a comprehensive
and up-to-date view of the district’s financial health that enables better decision-making.

Proper segregation of duties is a fundamental principle of internal controls and is essential for proper
position control. It helps prevent fraud, errors, and misuse of resources by ensuring that position con-

trol functions are divided among individuals and between the business and human resources functions.
Internal controls for position control ensure that only board-authorized positions are entered in the system,
that human resources hires only for authorized positions, and that payroll pays only employees hired for
authorized positions. The district has no formal processes and procedures for coordinating position control
between its Business Services and Human Resources departments.

The following table shows a suggested distribution of labor between the Business Services and Human
Resources departments to provide the necessary internal control structure for position control.

Suggested Division of Labor for Position Control
Task Responsibility
Approve or authorize position. Governing board or designee

Input approved position into position control, with estimated
salary/budget. Human Resources Department
Every position is given a unique number.

Review salary/account codes. Business Services Department

Enter demographic data, including:
* Employee name.
+ Employee address.
+ Social Security number.
+ Credential.
+ Classification.
+ Salary schedule placement.
+ Annual review of employee assignments.

Human Resources Department

Update employee benefits.

Human Resources or Business Services Department
Update salary schedules.

Review and update employee work calendars.

Human Resources Department
Update employee step and/or column placement.

Assign Account codes.

Budget development.

Budget projections. Business Services Department
Multiyear projections.

Salary projections.

The district lacks a comprehensive position control system to manage, track and report staffing and com-
pensation. It maintains employee salary and benefits information on spreadsheets that require extensive
formulas with heavy data entry that can lead to errors because of the complexity of updating and maintain-
ing data. The district would benefit from a financial system that offers an integrated position control module
that allows data to be updated frequently to ensure accurate salary and benefit projections for budget
development.

The district uses a Personnel Transaction Request (PTR) form to initiate a new position and to revise details
of an existing position or change an existing employee assignment. The PTR form is a manual, paper-based
process initiated by human resources, department heads, or school administrators. Each PTR is routed
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physically through designated levels of administration for approval, depending on the position, as well as
for verification of funding source. The information from the PTR form is then entered into various systems,
including Aeries, HRS, FileMaker Pro, Microsoft Access, and the full-time equivalent (FTE) spreadsheets.
The employee position control numbers are generated automatically from Helios, an old system used

by the Human Resources Department. In both September and January, salaries and benefits are verified
against the FTE spreadsheets and the BEST and Smartetools systems. FCMAT was unable to identify
through interviews or document review any evidence that there is reconciliation across all systems, and
there is uncertainty about the consistency of information across all the systems and spreadsheet work-
books the district uses.

Costs for overtime, substitutes, and stipend positions are budgeted based on a three-year average of
actual expenses and updated as new PTR forms are generated. Staff reported that the PTR forms do not
accurately budget funds for these costs, and employees are often paid more than the allocated budget
amount. A fully integrated position control system would help the district maintain accurate salary and ben-
efit information for more accurate budget projections.

Reconciling position control with budget and payroll is essential for effective financial management. This
reconciliation involves aligning all authorized positions in the district, as managed through position con-
trol, with the budget allocations and actual payroll disbursements. It ensures that the district’s financial
resources are allocated efficiently and accurately to cover personnel costs while adhering to staffing levels.
Reconciling this data can prevent overbudgeting and underbudgeting and help improve budget consis-
tency. This enables district leaders to make informed decisions about resource allocations, staffing priori-
ties, and fiscal responsibilities, thus contributing to the district’s overall financial health.

In addition, to improve transparency and facilitate effective planning, it is essential that schools and depart-
ments receive a comprehensive staff list at least twice a year so they can review and verify positions, staff
assignments and associated budget implications to make sure they align with position control, budget, and
payroll processes.

Recommendations
The district should:

1. Implement a position control system that integrates with the financial system to improve
data accuracy for budget projections.

2. Provide training and support to users who will be working with the integrated system.

3. Audit position control data to ensure it includes all positions and salary costs, including
those for substitutes, stipends and extra duty.

4. Implement an electronic routing system for its PTR forms, and provide staff with training on
the automated process.

5. Distribute a comprehensive staff list to all schools and departments for review and
verification of positions.

6. Ensure that position control is reconciled with budget and payroll regularly, at least during
budget development and interim reporting periods.
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Accounts Payable

Accounts payable is the function responsible for accurately tracking amounts owed to vendors, ensuring
payments to vendors are properly approved, and processing those payments. The accounts payable pro-
cess starts when a purchase is made to obtain supplies, materials or services from a vendor. Accounts pay-
able work includes accurately tracking amounts owed to vendors, ensuring vendor payments are properly
approved, and processing timely payments to vendors.

School districts use purchase requisitions and/or purchase orders to initiate purchases from vendors. A
purchase requisition is most commonly used to start a request and complete an approval process to make
a purchase. Purchase orders are used to communicate the order to the vendor. A purchasing process

that uses a purchase order system integrated with the financial system is the best practice because such
systems automatically encumber (i.e., reserve a purchase order amount to prevent spending for other pur-
poses) the district’s budget when a purchase order is prepared. This is essential for controlling spending
and managing and monitoring the budget. When used to its fullest, an integrated purchasing system can
also be used to document and track the receipt of goods and services and provide information to accounts
payable to support the authorization for payment and for auditing.

Because of the nature and volume of work, purchasing and accounts payable functions are at high risk for
errors and fraud. Effective purchasing and accounts payable processes and procedures include activities to
ensure that all expenditures are approved based on available budgeted resources and that only legitimate
and accurate invoices are authorized and paid.

The district’s BP 3314 states the following:

[The board] recognizes the importance of developing a system of internal control procedures
in order to fulfill its obligation to monitor and safeguard district resources. To facilitate war-
rant processing, the Superintendent or designee shall ensure that purchasing, receiving, and
payment functions are kept separate. He/she shall also ensure that invoices are paid expedi-
tiously so that the district may, to the extent possible, take advantage of available discounts
and avoid finance charges.

Further, BP 3300 states:

[The board] recognizes its fiduciary responsibility to oversee the prudent expenditure of
district funds. In order to best serve district interests, the Superintendent or designee shall
develop and maintain effective purchasing procedures that are consistent with sound financial
controls and that ensure the district receives maximum value for items purchased.

Although the board policies identify the importance and seriousness of safeguarding district funds, the dis-
trict does not have documented procedures for the accounts payable process. However, FCMAT found that
several controls are in place, such as the requirements that a purchase order accompany every invoice and
employee reimbursement and that a budget hard stop occur if sufficient funds are not available, preventing
the purchase order from being approved.

Purchase orders are taken to the board monthly for approval. The information presented is detailed enough
to provide appropriate oversight and includes the purchase order number, vendor, description of purchase,
site, fund, and total amount. As an additional oversight, BP 3314 requires that the board “approve all war-
rants at a regularly scheduled Board meeting.” Warrants are also taken to the board monthly for approval;
however, the information provided includes only the warrant numbers, whether each warrant is for payroll
or commercial, the date range of the warrants, and the total amount of the warrants by payroll or com-
mercial. Without further detail, it is not possible for the board to know which vendors are being paid, the
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amount being paid with each warrant, or what is being paid for. Ideally, the warrant list will have the same
level of detail as the purchase order report and include the purchase order number against which each
warrant is being paid.

At the time of FCMAT's fieldwork, the budget/accounting technician positions responsible for accounts
payable were vacant. Interviews indicated the district had difficulty making timely payments to vendors,
resulting in the suspension of accounts. The problem stems from the purchasing/accounts payable posi-
tions being vacant and payments not being processed over the summer. Business staff helped process pay-
ments to vendors and reestablish accounts, enabling the district to resume purchasing. However, despite
these efforts, staff reported that there had been a two- to three-week delay in processing payments to ven-
dors. The procedures for vendor payments need to be documented to facilitate smoother transitions during
future vacancies, prevent delays in paying vendors, and ensure a more efficient and structured workflow.

To support districts and help ensure appropriate use of public funds, the Los Angeles County Office of

Education, the district’s oversight agency, is required to audit and approve school districts’ payments to
vendors. According to the county office’s website, it provides guidance on procurement, contracts, pur-
chase orders, invoices, and other subjects related to nonsalary business transactions.

Recommendations
The district should:

1. Continue to recruit for and fill its vacant accounts payable positions.

2. Ensure the accounting technicians responsible for purchasing and accounts payable duties
are adequately trained in all duties.

3. Develop and document accounts payable procedures to detail the vendor payment
process, including invoice receipt, review, approval, coding verification, payment
authorization, deadline, and document retention.

4. Consider adding detail to the warrant list presented to the board for approval.

Accounts Receivable

School districts collect cash from various activities, including student fundraising, meals and other cafe-
teria food, retiree health benefit payments, developer fees, and many other items. Accounts receivable is
the function of organizing and processing funds owed to the district from other entities such as grantor
governments and customers (e.g., other school districts that contract with the district for services). These
funds may come in the form of electronic transfers through the county superintendent of schools or other
granting authority, checks, cash, or other means. Duties associated with accounts receivable and cash col-
lections usually include creating and sending invoices, collecting cash receipts, depositing money received
into bank accounts or the county treasury, recording deposits in the financial system, reconciling accounts,
and setting up accruals of outstanding balances due at year end. Effective accounts receivable policies and
procedures ensure revenue accounts are updated and monitored regularly.

When handling cash and deposits, it is essential to maintain internal controls, including segregation of
duties and chain of custody. Segregation of duties requires having separate individuals count and verify
funds received independently (i.e., a two-person cash count), including cash tally records, reconciliation
reports, and deposit transactions. Chain of custody ensures the security of funds in transition from receipt
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to deposit and includes implementing measures such as sealed deposit bags, secure storage locations, and
documented transfers from one person to another.

According to interviews, accounts receivable duties are assigned to the budget and accounting technician
positions. Only three of the six positions are filled, and these three employees have been with the district
less than a year. Because the district has no documented procedures, these employees had to mostly
self-train and create ad-hoc spreadsheets to track accounts receivable activities. Interviews identified past
issues with accounts receivable work not being completed efficiently and on time because of the vacancies
and lack of procedures.

Recommendations
The district should:

1. Develop, document, and implement policies and procedures for proper accounts
receivable management.

2. Ensure duties are segregated, including transport, counting, recording, deposit, and
reconciliation of all funds received, so there is proper invoicing and receipt of funds.

3. Provide training and appropriate duty assignments to ensure coverage for and timeliness of
accounts receivable duties.

4. Provide training and enforce adherence to proper handling of any receipts and cash
collected, including a two-person cash count and deposit verification.

Training

In BP 4331, the district “recognizes that professional development enhances employee effectiveness and
contributes to personal growth.” It is the district’s responsibility to provide staff with training opportunities
and guidance so they can follow district procedures and best practices in their respective duties and roles.

Staff members need to receive training in all assigned areas of responsibility when they start in a position
or are assigned a new task, and managers should provide clear direction and ongoing oversight as needed.

Many staff reported during interviews that they did not receive any training on their job responsibilities.
Most employees indicated they were self-taught and relied on online videos to acquire the skills needed
to do their job. They also have depended on one another and exchanged ideas to resolve issues in their
department. Interviews indicated that the district has team meetings regularly to support communication.
These meetings could be enhanced to provide additional opportunities for staff collaboration and sharing
of knowledge and tools.

Training is also supported by procedural manuals. As part of this study, FCMAT requested procedural man-
uals and any documented processes; however, none were provided. Interviews indicated that the district
lacks written manuals and standard operating procedures that include workflow diagrams and step-by-step
instructions for all job duties. These would help ensure proper internal controls and provide a better under-
standing of duties and their timelines. Procedural manuals are needed to communicate responsibilities.
The best practice is for the manuals to explain in detail the processes and procedures that are expected of
employees to help them comply with rules and regulations, including board and district policies and proce-
dures. These manuals would also allow routine procedures to be more easily shared when new employees
join the department and when substitutes or additional help are needed,; this is important for the district
because of the high rate of turnover.
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Manuals also do the following:

Ensure consistent application of internal controls and designate the responsibilities that
each position has for that process.

Help eliminate gaps in training that can remain after employee turnover; this is especially
helpful for new staff.

Provide guidelines for training, including cross-training; help preserve institutional knowl-
edge; and eliminate dependence on one person.

Ensure staff members follow the latest and most efficient procedures and maintain segre-
gation of duties.

After desk manuals and standard operating procedures are developed, the documents need to be
reviewed and updated when material changes occur or at least annually.

Public education is a collaborative professional community. District staff have access to a free help desk

and email lists offered by FCMAT to connect with peers in various disciplines. The district needs to network

with other LEAs and solicit copies of existing desk reference manuals that could be used to help develop

procedure manuals for the business office. Another option the district may consider is enlisting a third party

to help complete procedure manuals. This would help ensure manuals are consistent in format across all
sections of a department and allow them to be completed without taking staff time from regular duties.

Training is offered by several regional and statewide organizations, including the LACOE, California County
Superintendents, Association of California School Administrators, California Association of School Business

Officials, and School Services of California, Inc. Increasing staff communication and building relationships

with other school district professionals through these types of organizations would benefit both employees
and the district.

Recommendations
The district should:

1.

Create and implement a training plan that outlines specific trainings, meetings, and
workshops offered by professional experts for the different business functions in the
business office.

Provide additional opportunities for staff collaboration and sharing of knowledge and tools.

Develop policies and procedures manuals for key functions of the Business Services
Department; consider collaborating with other educational agencies or seeking third-party
assistance to develop the procedural manuals.

Review and if needed revise all operational policies and procedures and desk manuals at
least annually.

Seek networking opportunities with the educational community to learn and share
practices and procedural manuals.
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Appendix B

Study Agreement
FCMAT

FISCAL CRISIS & MANAGEMENT
ASSISTANCE TEAM

FISCAL CRISIS & MANAGEMENT ASSISTANCE TEAM
STUDY AGREEMENT
JULY 11, 2023

The Fiscal Crisis and Management Assistance Team (FCMAT), hereinafter referred to as the
team, and the Burbank Unified School District, hereinafter referred to as the district, mutually
agree as follows:

1. BASIS OF AGREEMENT

The team provides a variety of services to local educational agencies (LEAs). The district
has requested that the team assign professionals to study specific aspects of the district’s
operations. These professionals may include staff of the team, county offices of education,
the California Department of Education, school districts, or private contractors. All work
shall be performed in accordance with the terms and conditions of this agreement.

In keeping with the provisions of Assembly Bill 1200, the county superintendent will be
notified of this agreement between the district and FCMAT and will receive a copy of the
final report. The final report will also be published on the FCMAT website.

2. SCOPE OF THE WORK
A. Scope and Objectives of the Study

Review the district’s operational processes and procedures in the Business Services
Department, and make recommendation for improved efficiency, if any.

The areas identified for review include the following:
¢ Budget development

o Budget monitoring

= Position control

¢ Accounts payable

e Accounts receivable

B. Services and Products to be Provided

1. Orientation Meeting — The team will conduct an orientation session at the district to
brief district management and supervisory personnel on the team’s procedures and
the study’s purpose and schedule.

3]

On-site Review — The team will conduct an on-site review at the district office and
at school sites if necessary.
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3. Exit Meeting — The team will conduet an exit mesting at the conclusion of the on-
site review to inform the district of significant findings and recommendations to
that point,

4, Exit Letter — Approximately 10 days after the exit meeting, the team will issue an
exit letter briefly memorializing the topics discussed in the exit meeting.

5. Draft Report — The draft report will be emailed to the district’s administration for
review and comment,

6. Final Report — The final report will be emailed to the disirict’s administration and
to the county superintendent following completion of the review. FCMAT will
provide physical copies upon request.

7.  Follow-Up Support — If requested by the district within six to 12 months after

 completion of the study, FCMAT will return o the district at no cost to assess the
district’s progress in implementing the recommendations included in the report.
Progress in implementing the recommendations will be documented to the district
in a FCMAT management letter, FCMA'T will work with the district on 2 mutually
convenient time to return for follow-up support that is no sooner than eight months
and no later than 18 months after completion of the study.

3. PROJECT PERSONNEL
The FCMAT study team may include:

To be determined FCMAT Staff
To be determined FCMAT Consultant

4, PROJECT COSTS

The cost for studies requested pursuant to Education Code (EC) 42127.8(d)(1) shall be as
follows:

A, $1,100 per day for each staff member while on-site, conducting fieldwork at other
locations, preparing or presenting reports, or participating in meetings. The cost of
independent FCMAT consultants will be billed at their actual daily rate for all work
performed.

B. All out-of-pocket expenses, including n*avél, meals and lodging.

C. The district will be invoiced at actual costs, with 50% of the estimated cost due
following the completion of the on-site review and the remaining amount due upon the
district’s acceptance of the final report.

Based on the elements noted in section 24, the total nog-to-exceed cost of the study
will be $19,760,
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D. Any change to the scope will affect the estimate of total cost.

Payments for FCMAT’s services are payable to Kern County Superintendent of Schools -
Administrative Agent, 1300 17™ Street, City Centre, Bakersfield, CA 93301.

5. RESPONSIBILITIES OF THE DISTRICT

A. The district will provide office and conference room space during on-site reviews,
B, The district will provide the following if requested:

1, Policies, regulations and prior reports that address the study scope.

2. Current or proposed organizational charts.
3. Current and two prior years’ audit reports.
4

Any documents requested on a supplemental tist. Documents requested on the
supplemental list should be provided to FCMAT only in electronic format; if only
hard copies are available, they should be scanned by the district and sent to
FCMAT in an slectronic format.

5. Documents should be provided in advance of fieldwork; any delay in the receipt of
the requested documents may affect the start and/or completion date(s) of the
project. Upon approval of the signed study agreement, FCMAT will provide access
to its online SharePoint document repositoty, where the district will upload all
requosted documents,

C. The district’s administration will review a draft copy of the report resulting from the
study. Any comments regarding the acouracy of the data presented in the report or the
practicability of the recommendations will be reviewed with the team priot to
completion of the final report.

Pursuant to EC 45125.1(c), representatives of FCMAT will have limited contact with pupils.
The district shall talke appropriate steps to comply with EC 45125,1{c).

6. PROJECT SCHEDULE

The following schedule outlines the planned completion dates for different phases of the
study and will be establighed upon receipt of the signed study agreement:

Orientation: to be determined

Staff Interviews:  to be determined

Exit Meeiing: to be determined

Draft Report Submitted: to be determined

Final Report Submitted: to be determined

Board Presentation: to be determined, if requested
Follow-Up Support: if requested

3
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7'

COMMENCEMENT, TERMINATION AND COMPLETION OF WORK

FCMAT will begin work as soon as it has assembled an available and appropriate study
team consisting of FCMAT staff and independent consultants, taking into consideration
other jobs FCMAT has previously undertaken and assignments from the state, The team will
work expeditiously to complets its work and dsliver its report, subject to the cooperation of
the district nd any other parties from which, in the team’s judgment, it must obtain
information; Once the team has completed its fieldwork, it will proceed fo prepare a draft

" report and a final report. Prior to completion of fieldwerk, the district may torminate its

10.

request for service and will be responsible for all costs Incurred by FCMAT to the date of
termination under Section 4 (Project Costs). If the district does not provide written notice of
fermination priot to the completion of fieldwork, the team will complete its work and deliver
its report and the district will be responsible for the full costs, The district understands and
agrees that FCMAT is a state agency and all FCMAT reporis are published on the FCMAT
website and made available to interested parties in state government. In the absence of
extraordinary cireumstances, FCMAT will not withhold preparation, publication and
distribution of a report once fieldwork has been completed, and the district shall not request
that it do so.

INDEPENDENT CONTRACTOR

FCMAT is an independent contractor and is not an employee or engaged in any manner with
the district. The manner in which FCMAT s services are rendered shall be within its sole
control and at its digeretion, FCMAT representatives are not authorized to speak for,
reprosent, or obligate the district in any manner without prior express writien authorization
from an officer of the district.

INSURANCE

During the term of this agreement, FCMAT shall maintain liability insurance of not less than
$1 million vrless otherwise agreed upon in writing by the disirict, automobile liability
insurance in the amount required under California state law, and workers’ compensation as
required under California state law, Upon the request of the district and the receipt of the
signed study agreement, FCMAT shall provide certificates of insurance, with Burbank
Unified School District named as additional insured, indicating applicable insurance
coverages.

ot RNl it o e~

FCMAT shall hold the disirict, its board, officers, agents, and employees harmless from all
suits, claims and liabilities resulting from negligent acts or emissions of FCMAT's board,
officers, agents and employees undertaken under this agreement. Conversely, the district
shall hold FCMAT, its board, officers, agents, and employees harmless from all suits, claims
and liabilities resulting solely from negligent acts or omissions of the district’s board,
officers, agents and employees undertaken under this agreemeont.
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11.

12.

13.

COVID-19 PANDEMIC

Because of the existence of COVID-19 and the resulting shelter-at-home orders, local
educational agency closures and other related considerations, at FCMAT’s sole discretion,
the Scope of Work, Project Costs, Responsibilities of the District (Sections 1,4 and 5
herein) and other provisions herein may be revised. Examples of such revisions may include,
but not be limited to, the following:

A. Orientation and exit meetings, interviews and other information-gathering activities
may be conducted remotely via telephone, videoconferencing, etc. References to on-site
work or fieldwork shall be interpreted appropriately given the circumstances.

B. Activities performed remotely that are normally performed in the field shall be billed
hourly as provided as if performed in the field (excluding out-of-pocket costs).

C. The district may be relieved of its duty to provide conference and other work area
facilities for the team.

FORCE MAJEURE

Neither party will be liable for any failure of or delay in the performance of this study
agreement due to causes beyond the reasonable control of the party, except for payment
obligations by the district.

CONTACT PERSON

Name: Andrew Cantwell, Assistant Superintendent, Administrative Services
Telephone: (818) 725-4473
E-mail: andrewcantwell(@burbankusd.org

\o arar VL O 1)) 29
Dr. Joh mo, Superintendent Date
Burbank Upified School District

7/25/23

Michael H. Fine, Date
Chief Executive Officer
Fiscal Crisis and Management Assistance Team
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