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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 8 Training (Continued) 
 
Recommendation: 
We recommend that the District update the SAF Manual to simplify the policies, procedures, and forms 
into an operational friendly format by making the following changes. 
 

 Organize the manual with a table of contents that corresponds to tabbed sections.   

 Develop summary sheets listing the key points contained in each section.   

 Develop checklists for key operational processes including: 

o Fundraising activity approval 
o Conflict of interest 
o Cash receipts 
o Safeguarding and deposits 
o Disbursement 
o Reconciliation 
o Reporting 

 Assign numbers to forms and annotate the date each form was updated.   

 Provide a list of common approvals and activities requiring forms, and note the form to be utilized.   

 Create instructions for each form to assist users in completing the forms accurately.   

 Develop a list of activities that are allowable and unallowable.   

 Develop a list of costs that are allowable and unallowable. 

 Produce a list of roles and responsibilities for each participant involved in student fund activities, 
including:  

o District Superintendent 
o District Treasurer 
o Principal 
o Secretary 
o Fund advisors 
o Parents 
o Students 
o Accounts Receivable 
o Accounts Payable 
o Internal Audit 

 Include an index to the manual to assist users with locating key items and information. 
 
In addition, we recommend that the District develop fund advisor training curriculum and materials that 
can be provided to new teachers or advisors.    
 
We also suggest that the District develop formal training curriculum and conduct interactive training 
sessions for principals, secretaries, and advisors with workshop activities that focus on areas where 
deficiencies have been noted.  Each session should be tailored to the roles and responsibilities of the 
respective group in attendance. 
 
Furthermore, we recommend that the District conduct a mid-year in-service training session to focus on 
problem areas. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 10 Accounting software and technology (Continued) 
 
Finally, we suggest that the District identify the data issues that are preventing some schools from being 
able to open the District bank statement via e-mail, and resolve these issues by producing the file in a 
format that is readable by all schools or by providing the appropriate software to the schools so schools 
may open the file independently.   
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ATHLETIC AND ACTIVITY FUND – BOARD POLICIES 
 
Below are the policies adopted by the Kenosha Unified School District No. 1 Board of Education which relate to student activities.   
 

1131 Memorials and Dedications within the Schools 

1212 
Provision of Printed Materials in Non-English Language 
Version 

1330 Facilities Use 

1400 Gifts, Grants and Bequests 

1410 Free Materials 

1500 Public Solicitations/Fundraising 

1510 Advertising/Promotions in Schools 

1520 Distribution of Materials and Literature to Students 

1600 Visitors 

1812 Relations with Parent-Teacher Organizations 

3121 Financial Accounting 

3260 School Sale of Student Supply Items 

3220 Funding Proposals and Grants 

3310 Depository of Funds 

3313 Non-Sufficient Funds Checks (NSF) 

3321 Student Activity Funds 

3340 Monies in School Buildings 

3420 Purchasing 

3422 Exclusivity Agreements with Vendors 

3430 Payment for Supplies, Equipment and Services 

3514 Use of Privately Owned Vehicles to Transport Students 

3523 Vending Machines for Food Items 

4224 Employee Code of Ethics 

4240 Staff Gifts 

4332 Criminal Background Checks 

5110 
Equal Educational Opportunity/Student Discrimination 
Complaint 

5127 Photographing Elementary Students 

5138.1 Entering and Leaving Building 
5580 School Wellness 

6100 Mission, Beliefs, and Learning Objectives 

6110 Instructional Program Mission and Beliefs 

6520 Field Trip/Co-curricular Trips 

6520A Field Trip/Co-curricular Trip Request Form 

6520D Walking Field Trips 

6520E Student Responsibilities on Field Trips 

6520F Chaperone Responsibilities for Field Trips 

6520G Field Trip/Co-curricular Check Off List 

6700 Extracurricular Activities and Programs 

6710 School Organizations 

6740 Fundraising Permission Form 

6740 Student Fund Raising Activities 

6741 Raffles 
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STRUCTURAL DEFICIT OVERVIEW 
 
We were engaged to complete a structural deficit analysis for the district’s General Fund (Fund 10), the 
Special Projects Fund (Fund 20) and the Debt Service Fund (Fund 30). A structural deficit occurs when 
ongoing, or permanent, annual sources of budgeted revenue are less than ongoing annual budgeted 
expenditures.  
 
In order to determine levels of ongoing budgeted revenue, one-time or time-limited revenues (e.g., certain 
grants) are removed from current annual revenues, and adjustments as permitted or required by state 
and local law, and local policy, are made to an established base of revenue.  These adjustments are most 
commonly made, but not exclusively so, to state aid and local property taxes.   
 
To determine the level of ongoing expenditures, the budgeted cost of temporary or time limited staffing 
and related costs (e.g., those funded with time-limited grants) are removed from current annual 
expenditures, and upward adjustments to the current level of budgeted expenditures are made as a result 
of scheduled or required cost increases, such as contractual salary increases, scheduled utility rate 
increases, insurance increases, or other such items.  
 
After adjustments to revenue and expenditures are completed, the difference between adjusted revenues 
and adjusted expenditures and its impact on fund balances are noted. This calculation is a conservative 
estimate of what the budget will look like in the 2011-2012 school year based on assumptions provided by 
the District Financial department as well as our own calculated adjustments. The budget must be 
estimated since the necessary data to calculate the 2011-2012 school year budget is not yet available.  
 
We noted four observations during the performance of our procedures.   
 
REVIEW PROCEDURES 
 

We conducted the following procedures during the on-site visit.   

 
1. Estimated revenues for the District.  The two largest sources of revenue, State Aid and 

Property Taxes, are not available until after October of 2011. We calculated the estimated State 
Aid amount by using all of the current year adopted budget inputs, since the audited amounts 
will not be available until after the end of the fiscal year ending June 30, 2011. The State Aid 
figure is also necessary in order to calculate the Revenue Limit, which helps determine how 
much the District can levy in property taxes to support its General Fund. The adjustments to 
grants were provided by District Finance. The engagement team assumed that any grants 
which will not be discontinued will be renewed at their current dollar amount. 
 

2. Obtained estimated salary increases from the Finance Department in order to estimate 
expenditures. Teachers, substitutes, interpreters, and service employees all have contract 
increases due for the upcoming school year. In addition to the contracted salary increases, all 
of these groups, with the exception of Substitutes, are eligible for a step increase in base salary 
based on years of experience. The District also anticipates incurring costs related to contract 
increases for Nursing, Police Officers, and with the City of Kenosha for transportation. 
 

3. Identified detailed adjustments necessary as part of our estimate of the 2011-2012 school year 
budget.  The detailed adjustments are listed in Exhibit B of this section and are listed in order of 
their corresponding footnote on the structural deficit calculation. 
 

4.  Used debt service schedules provided by District Finance to determine the debt obligations of 
the district in the upcoming fiscal year. 
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Adjusted
Adopted 2010-2011 Adjustment Notes Forecast 2011-2012

General Fund (Fund 10)

Beginning Fund Balance 23,633,695$            23,633,695$           

Revenues and Other Financing Sources

Operating Transfer
110 Transfers in From Other Funds -                           -                       -                          

Local Sources
210 Taxes 79,457,892              3,228,150            (1) 82,686,042             
240 Payments for Services 5,000                       -                       5,000                      
260 Non-Capital Sales 225,468                   -                       225,468                  
270 School Activity Income 90,000                     -                       90,000                    
280 Interest on Investments 345,000                   -                       345,000                  
290 Other Revenue, Local Sources 2,490,535                -                       2,490,535               

Other School Districts Within Wisconsin
310 Transit of Aids -                           -                       -                          
340 Payments for Services 306,000                   -                       306,000                  
380 Medical Service Reimbursements -                           -                       -                          
390 Other Inter-district, Within Wisconsin -                           -                       -                          

Intermediate Sources
510 Transit of Aids -                           -                       -                          
540 Payments for Services -                           -                       -                          
590 Other Immediate Services 84,500                     -                       84,500                    

State Sources
610 State Aid-Categorical 1,247,043                -                       1,247,043               
620 State Aid-General 147,403,705            5,160,617            (2) 152,564,322           
630 Special Project Grants 1,864,826                -                       1,864,826               
640 Payment for Services 60,000                     -                       60,000                    
650 SAGE 3,193,271                -                       3,193,271               
660 State Revenue Through Local Units -                           -                       -                          
690 Other Revenue 448,276                   -                       448,276                  

Federal Sources
710 Federal Aid-Categorical 212,472                   -                       212,472                  
730 Special Projects Grants 3,445,556                (595,784)              (3) 2,849,772               
750 ECIA, Title I & Title VI 7,754,734                (2,327,788)           (4) 5,426,946               
760 JTPA -                           -                       -                          
780 Federal Aid thru State (not DPI) 4,232,263                (4,232,263)           -                          
790 Direct Revenue from Federal Sources 109,418                   -                       109,418                  

Other Financing Sources
860 Compensation, Fixed Assets -                           -                       -                          
870 Long Term Obligations -                           -                       -                          

Other Revenues
960 Adjustments -                           -                       -                          
970 Refund or Disbursement -                           -                       -                          
980 Medical Services Reimbursement -                           -                       -                          
990 Miscellaneous -                           -                       -                          

Total Revenues 252,975,959$          1,232,933$          254,208,892$         
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(10) 
 

 
  

Fund 10 Function 170000 Undifferentiated Curriculum Expenditure Adjustments

Salary

Teachers 614,537           
Adjustment: 3% Per Contract 18,436             
Adjustment: 2% Step Increase 12,291             

Substitute Teachers 500                  
Adjustment: 2.5% Per Contract 13                    

Interpreters -                   
Adjustment: 2.5% Per Contract -                   
Adjustment: .5% Step Increase -                   

Service Employees -                   
Adjustment: 2% Per Contract -                   
Adjustment: .5% Step Increase -                   

Total Salary Adjustments 30,739             

Insurance

Dental Insurance 11,111             
Adjustment: 8% Increase 889                  

Health Insurance 168,666           
Adjustment: 9.90% 16,698             

Total Insurance Adjustments 17,587             

Total Function 170000 Adjustments 48,326             
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(16) 
 

 
 
  

Fund 10 Function 260000 Undifferentiated Curriculum Expenditure Adjustments

Salary

Teachers 92,830             
Adjustment: 3% Per Contract 2,785               
Adjustment: 2% Step Increase 1,857               

Substitute Teachers -                   
Adjustment: 2.5% Per Contract -                   

Interpreters -                   
Adjustment: 2.5% Per Contract -                   
Adjustment: .5% Step Increase -                   

Service Employees 500                  
Adjustment: 2% Per Contract 10                    
Adjustment: .5% Step Increase -                   

Total Salary Adjustments 4,652               

Insurance

Dental Insurance 43,061             
Adjustment: 8% Increase 3,445               

Health Insurance 634,043           
Adjustment: 9.90% 62,770             

Total Insurance Adjustments 66,215             

Total Function 260000 Adjustments 70,867             
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(23) 
 

 
 
 
  

Fund 20 Function 170000 Undifferentiated Curriculum Expenditure Adjustments

Salary

Teachers 205,165           
Adjustment: 3% Per Contract 6,155               
Adjustment: 2% Step Increase 4,103               

Substitute Teachers -                   
Adjustment: 2.5% Per Contract -                   

Interpreters -                   
Adjustment: 2.5% Per Contract -                   
Adjustment: .5% Step Increase -                   

Service Employees -                   
Adjustment: 2% Per Contract -                   
Adjustment: .5% Step Increase -                   

Total Salary Adjustments 10,258             

Insurance

Dental Insurance 2,304               
Adjustment: 8% Increase 184                  

Health Insurance 28,496             
Adjustment: 9.90% 2,821               

Total Insurance Adjustments 3,005               

Total Function 170000 Adjustments 13,264             
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(24) 
 

 
 
 
  

Fund 20 Function 210000 Undifferentiated Curriculum Expenditure Adjustments

Salary

Teachers 3,971,516        
Adjustment: 3% Per Contract 119,145           
Adjustment: 2% Step Increase 79,430             

Substitute Teachers -                   
Adjustment: 2.5% Per Contract -                   

Interpreters -                   
Adjustment: 2.5% Per Contract -                   
Adjustment: .5% Step Increase -                   

Service Employees -                   
Adjustment: 2% Per Contract -                   
Adjustment: .5% Step Increase -                   

Total Salary Adjustments 198,576           

Insurance

Dental Insurance 69,421             
Adjustment: 8% Increase 5,554               

Health Insurance 1,181,660        
Adjustment: 10.90% 128,801           

Total Insurance Adjustments 134,355           

Total Function 210000 Adjustments 332,930           
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Fund 20 Function 250000 Undifferentiated Curriculum Expenditure Adjustments

Salary

Teachers -                   
Adjustment: 3% Per Contract -                   
Adjustment: .5% Step Increase -                   

Substitute Teachers -                   
Adjustment: 2.5% Per Contract -                   

Interpreters -                   
Adjustment: 2.5% Per Contract -                   
Adjustment: .5% Step Increase -                   

Service Employees 23,114             
Adjustment: 2% Per Contract 462                  
Adjustment: .5% Step Increase 116                  

Total Salary Adjustments 578                  

Insurance

Dental Insurance 207                  
Adjustment: 8% Increase 17                    

Health Insurance 5,328               
Adjustment: 10.90% 581                  

Total Insurance Adjustments 597                  

Total Function 250000 Adjustments 1,175               



Kenosha Unified School District No. 1 
Section 8: Structural Deficit 

Exhibit B: Adjustment Details 
 
 
 

 
 
 

Page 77 

(28) 
 

Detail 28 is calculated in the Revenue Limit Calculation. See detail (1). 
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STRUCTURAL DEFICIT LIST OF ASSUMPTIONS (Continued) 
 

 The new routes are calculated by looking at the 2010-2011 Budget Assumptions for Route 
Increase. The $70,621 in the previous year is for two new routes and is divided by two in order to 
determine the individual per route increase. This figure is then multiplied by three, which is the 
prescribed increase by the KUSD finance department, to determine the updated increase. This 
increase is included as a part of Fund 10 function 250000. 
 

 The First Student contract is calculated by looking at the 2010-2011 Budget Assumptions for the 
previous year increase. $230,257 was the adopted increase in the previous year for the reduced 
subsidy of student bus passes. This increase was the planned 4% from the prior year. This 
increase is divided by 4%, the previous year increase, which results in the total contract amount 
before the increase. $230,257 is then added to the contract amount in order to determine the 
current contract amount which will need to be increased by 2.5% which is the prescribed increase 
by the KUSD finance department, to determine the updated increase. This increase is included as 
a part of Fund 10 function 250000. 
 

 The City of Kenosha contract is calculated by looking at the 2010-2011 Budget Assumptions for 
Route Increase. $31,430 was the adopted increase in the previous year for the reduced subsidy 
of student bus passes. This increase was the planned 5% from the prior year. This increase is 
divided by 5%, the previous year increase, which results in the total contract amount before the 
increase. $31,430 is then added to the contract amount in order to determine the current contract 
amount which will need to be increased by 5% which is the prescribed increase by the KUSD 
finance department, to determine the updated increase. This increase is included as a part of 
Fund 10 function 250000. 
 

 Fund 10 Function 410000 Interfund Operating expenditures are equal to the total funds 
necessary to balance Fund 20. Fund 20 expenditures are calculated and Interfund transfer is a 
plugged number to ensure that the fund is balanced. It is important to note that this characteristic 
essentially means that Fund 20 is an integral piece of the General Fund. 

 
Fund 30 Assumptions 
 

 Function 280000 Expenditures are based on the District debt service schedule for the fiscal year 
12.  

 $500,000 of Reuther obligation is subtracted due to conversation with Bill Johnston. This money 
is being paid by building services. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 8. Insurance  
 
Observation: 
The current “Budget to Actual Comparison” report includes a line item for insurance to provide the Board 
with the budgeted amount compared to what was expended.  The District employs a consultant to advise 
it in matters such as insurance options and recommendations.  The Board and Human Resources are not 
provided a detailed report on insurance options prior to decisions being made. 
 
Recommendation: 
We recommend that the District provide both Human Resources and the Board reports that have been 
prepared by the consultant which include total insurance costs and options (i.e., pricing, benefits, carriers) 
for review to ensure key stakeholders are involved in the decision making process. 
 
 
Observation No. 9. External audit results 
 
Observation: 
External auditors have given the District an unqualified audit report in the prior years.  The preliminary 
results of these audits are given to District management for its review and comments.  After management 
has approved the draft report, the external auditors issue the final report.  The audit results are not 
discussed with the Board members nor is the Board provided with the financial statements until the 
results and the final report are formally presented at an open public meeting. 
 
Recommendation: 
We recommend that the District provide Board members with the preliminary audit report at the same 
time it is provided to management for review, or immediately after management has had an opportunity to 
communicate any requested changes to the District’s external auditors.  At a minimum, the Board should 
be furnished with the final external audit report prior to the public meeting so that it can have a chance to 
review the report adequately before the report is made public. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No.12. Board reports package 
 

Observation: 
Currently, the Board is not receiving a report package which provides consolidated District and school 
financial information.  The Board receives only summary level information on the District as a whole and 
is not receiving reports on key areas where information is needed for making decisions and providing 
oversight. 
 
Based on our research of best practice, review of the current reports and interview with Board members, 
the following items were noted as areas of weakness in the current Board reporting package: 

 Reports are not provided at both summary and detail levels 
 Reports are not provided for individual schools 
 Board Budget to Actual reports do not include data at the object and function level 
 Details are not provided to the Board to support accounts payable 
 Revenue sources are not provided at the object and function level 
 Grant funding detail is not provided 
 Building expenses are not provided on individual buildings or by individual school 
 Student activity funds by school are not provided 
 Reports on District capital projects are not provided 
 Reports on securities and investments are not provided 
 Reports on debt service are not provided 
 Reports of FTE which identify personnel allocated to classroom, support, leave or administration 

categories are not provided.  These reports also do not provide summaries of: 
o Classifications of positions, and whether the positions are filled or unfilled (i.e. Library 

aide, Classroom aide, etc.) 
o Number of aides per pupil 
o Number of administrators 
o Number of professional development staff 
o Number of teachers, assigned to a class (actually teaching children) 
o Changes made to staffing from the original budget allocations 
o Projections of the four to five year cost for teaching positions versus coordinators (include 

 Reports on
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No.12. Board reports package (Continued) 

 
 Debt Service – (District) – (example Exhibit O) 
 FTE Summary– (example Exhibits P-S) 

 
Include in the Board’s reports at the middle of the school year: 

 Projections of the four to five year cost for teaching positions versus coordinators  
 
Include the following in a bi-annual report to the Board: 

 Summary Board Reports (District and School) – (example Exhibits A-C) 
 
Crowe also recommends that the District CFO provide training to the Board on reading the reports to 
assist the Board in assesses the District’s financial performance. 
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BOARD SUMMARY REPORT EXAMPLES (1) 
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BOARD SUMMARY REPORT EXAMPLES (3) 
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BALANCE REPORT  
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Exhibit F: Revenues by Budget Source (with grant funding detail) 
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REVENUES BY BUDGETSOURCE (with grant funding detail) 
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SUMMARY FUND 
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Exhibit I: Budget Change 
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BUDGET CHANGE 
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BILLING REPORT 
 

Checking Account: 1 Fund: 01 GENERAL FUND 

Vendor Name Object Description Amount 

3RD AVE FLORAL Supplies 
Horticulture 
Program 

      
166.22  

ADAMS, DEAN 
Transportati
on 

Mileage 
Reimbursement 

        
48.00  

ALL AMERICAN 
TRAVEL 

Transportati
on Airline Ticket 

      
626.80  

ALLARD, SHAWNA 
Transportati
on 

Mileage 
Reimbursement 

      
112.50  

ALLTEL Utilities Telephone 
      
390.84  

AMERICAN 
INSURANCE Insurance Vehicle Insurance 

   
1,751.00 

Fund Total 
       
3,095.36  

Checking Account 
Total 

   
842,866.6
8  
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BUILDING EXPENSES 
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STUDENT ACTIVITY SUMMARY BY SCHOOL  
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CAPITAL PROJECTS 
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PLEDGED SECURITIES AND INVESTMENTS 
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DEBT SERVICES 
 

 
 

 The total appropriation for all district general obligation, lease appropriation, equipment note debt 
service and contingency reserve will be $11,217,122. ($11,283,013 currently). Variable rate debt 
is scheduled at 2.5% (3.5% prior year). Debt service includes financing for capital equipment 
purchases. 

 
 Future debt service assumes: (1) DVRFA equipment notes are renewed when maturity is due; 

(2) variable rate notes incur interest of 2.5%; and (3) $360,000 is renewed annually as a 
contingency reserve. 
 

o 09/10 $11,283,013 
o 10/11 $11,217,122 
o 11/12 $11,238,657 
o 12/13 $11,249,052 
o 13/14 $11,261,913 
o 14/15 $11,331,896 
o 15/16 $11,395,808 

 
The district’s current available borrowing capacity is $38,946,395.  Borrowing capacity changes annually 
based upon the average of the last three years of general fund revenues and the level of the general 
obligation issues outstanding. 
 
 



Kenosha Unified School District No. 1 
Section 9: Board Financial Reports 

Exhibit P: FTE Summary (1) 
 
 
 

 
 
 

Page 108 

FTE SUMMARY (1) 
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FTE SUMMARY (2) 
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FINANCE AND HUMAN RESOURCES ORGANIZATIONAL STRUCTURE OVERVIEW 
 
We performed an evaluation of the District’s Finance and Human Resources organizational structure.  
Our evaluation considered how staff is organized to perform Finance and Human Resources processes. 
The objective of the evaluation was to identify barriers to effectiveness in Finance and Human Resources 
and recommend strategies for resolution. 
 
The evaluation considered how staff is deployed to support critical Finance and Human Resources 
processes and identified the persistent issues that present barriers to efficiency and effectiveness in 
carrying out these processes.   
 
This report provides a summary of observations and recommendations from our review.   
 
Eight observations were noted during this review.   
 
REVIEW PROCEDURES 
 
We conducted the following procedures during the on-site visit.   

1. Reviewed organization charts, policies, procedures, job descriptions, training materials, and 
other documents related to Finance and Human Resources in preparation for staff interviews. 

2. Interviewed Finance and Human Resources management and staff. The interviews focused on: 

 The duties of managers and staff. For managers, the interview addressed duties as 
participants in work processes rather than roles as managers.  

 Typical and persistent errors or barriers to performing duties efficiently or effectively. 

 Qualifications of incumbents in terms of education, experience, certifications, and/or 
training. 

 Incumbent’s assessment of staffing level. 

 Sources of training to support assigned duties. 

 Focus of evaluation, including quality, productivity, and/or timeliness.  

 Adequacy of tools available to support the work.   

 Issues related to the interface between Finance and Human Resources or other units of 
the District. 

3. Interviewed the following managers and administrative staff: 

 Mr. Bill Johnston, Chief Financial Officer 

 Ms. Eileen Coss, Finance Manager 

 Ms. Judy Ashley, Payroll Manager 

 Mr. Robert Hofer, Purchasing Agent 

 Mr. Tarik Hamdan, Financial and Budget Analyst 

 Ms. Kris Stibb, Financial Projects Analyst 

 Ms. Heather Kraeuter, Internal Controls Analyst 

  



Kenosha Unified School District No. 1 
Section 10: Finance and Human Resources Organizational Structure 

 
 
 

 
 
 

Page 114 

REVIEW PROCEDURES (Continued) 
 

 Ms.  Martha Gutierrez, Director of Human Resources 
 Mr. Rade Dimitrijevic, Coordinator of Human Resources 

 Ms. Jennifer Miller, Insurance Claims Benefits Specialist 

4. Interviewed the following secretaries in Finance: 

 Ms. Sharon Faria, Receivables 

 Ms. Donna Binninger, Payables 

 Ms. Denise Hoff, Collections 

 Ms. Simone Wilhoit, Benefits Specialist 

 Ms. Corey Brown, Payroll Specialist 

 Ms. Shannon Bane, Payroll Assistant 

 Ms. Amy Bernabe, Buyer 

5. Interviewed the following secretaries in Human Resources: 

 Ms. Sharon Cook, Department Secretary/Administrative Assistant 

 Ms. Kathy Matthews, SubFinder Administration 

 Ms. Tonya Miller, Recruitment and Separation 

 Ms. Linda Ruffolo, New Hire Processing 

6. Held exit meetings at the end of field work with Mr. Johnston, Ms. Gutierrez, and Ms. Glass to 
discuss preliminary findings and recommendations. We discussed observations noted, 
validated the factual nature of information collected and related observations, and covered next 
steps in terms of strategies management could employ to address improvement potential. 
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OBSERVATIONS AND RECOMMENDATIONS 
 

Observation No.1.Organization structure  
 
Observation: 
The organization structures of District Finance and Human Resources employ a typical allocation of staff 
based on function. In our review of duties assigned to individuals in each organization, we did not see 
indications that the current functional structure is the cause of process issues, except for the Internal 
Controls Analyst position in the Finance area. 
 
Duties of the Internal Controls Analyst include bank account reconciliations, process improvement 
projects, and internal audit projects. Internal audit work is controlled by the organization responsible for 
many of the processes that could be subject of audits. Further, the following conditions reduce the 
effectiveness of this position. 

 The Finance Manager is initiating process improvement efforts by meeting with school secretaries 
to address training and process support issues. The Finance Manager’s efforts are not 
coordinated with the efforts of the Internal Controls Analyst.  The District does not have formal 
plans for either effort.  

 District management has not approved a plan for projects to be carried out by the Internal 
Controls Analyst. Without a District process improvement plan approved by executive 
management, accountability for implementing recommended improvements is compromised. 
Currently, managers who are in a position to implement recommendations are not required to 
make a formal response to and take appropriate action on the Internal Control Analyst’s 
recommendations. 

 There are internal audit needs in the District that have not been addressed (see Observation No. 
4). 

 
Recommendation: 

1. We recommend that the District establish an internal audit position reporting to the 
Superintendent for administrative purposes and to the Finance Committee of the Board for 
operational purposes.  The District should develop a formal internal audit plan and hold managers 
accountable for acting on audit recommendations. 

 
The internal auditor should conduct audits for management to assess effectiveness of controls, 
accuracy of financial records, and efficiency of operations by performing duties such as the 
following. 

 Audit records of departments and interview workers to ensure recording of transactions 
and compliance with applicable laws and regulations.   

 Examine department activities for compliance with management plans and policies.  
 Inspect accounting systems to determine their efficiency and effectiveness.   
 Assess the proper accountability of assets by conducting inventories.  
 Review records pertaining to staff and material assets, such as equipment and buildings, 

to determine the degree to which they are utilized.    
 Analyze data obtained for evidence of deficiencies in controls, duplication of efforts, 

wastefulness, fraud, or lack of compliance with laws, government regulations, and 
management policies and procedures.    

 Prepare and submit audit findings and make recommendations to management.   
 Conduct special studies for management such as those required to discover mechanics 

of detected fraud and to develop controls for fraud prevention. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 3. Position control system 
 
Observation: 
Both Finance and Human Resources staff cite persistent errors in the position control process supported 
by the Personnel Change Notice (“PCN”) form. Errors in this process compromise the accuracy of data in 
the position control system, ultimately affecting the annual budget process.  
 
The PCN form itself contributes to errors in this process. Position control involves seven separate 
processes all of which are mediated by the same form: 

 Funding source change 
 Transfer FTE 
 Transfer employee 
 New hire 
 Increase an existing FTE 
 Decrease an existing FTE 
 Create a new FTE 

 
PCN form instructions focus on what information goes in each box on the form rather than what boxes 
must be completed to accomplish one of the seven results. This increases errors and each error or 
omission results in processing delays. Ultimately, the position control system is compromised if process 
errors are not identified and corrected.  
 
Recommendation: 
We recommend that the District convert the seven processes mediated by the PCN to separate on-line 
processes managed by a workflow system. This would reduce errors and reduce processing time by 
clarifying information and approval requirements, particularly during periods when many personnel and 
FTE changes occur. 
 
An improved process would allow management to implement controls such as system blocks on any 
changes that would put a school over its authorized FTE limit. Further, the workflow would ensure 
appropriate authorizations are obtained for each of the seven types of changes. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 6. Exception tracking 
 
Observation: 
Finance and Human Resources management and staff cite process errors that originate in employment 
status codes applied to employee records. These errors can affect payroll accuracy. However, reports of 
these errors are only anecdotal. There is no tracking mechanism in place, making it difficult to determine 
the scope of the problem and what action, beyond the current approach of correcting errors as 
discovered, might be appropriate. (See also Observation No. 4 regarding an internal audit of Payroll.) 
 
Recommendation: 
We recommend that the District implement a log to record employment status coding errors. The District 
or its Internal Auditor should periodically analyze the errors noted in the log to identify patterns and to 
suggest training or process improvement needs. 
 
The log should be maintained in a shared space on the network to which the Payroll Supervisor and 
Human Resources Director have access. Errors appear to originate in Human Resources with new hire 
set-up procedures, and are then discovered in payroll procedures.  Therefore, we suggest that both the 
Payroll Supervisor and the Human Resources Director have access to make entries in the log. The log 
should contain the erroneous record field(s) and code(s) noted, the correct record field(s) and code(s), 
the employee affected, and any notes necessary to describe the error and solution.  
 
The Payroll Supervisor and the Human Resources Director should meet periodically to review the log and 
determine whether procedures should be adjusted based on the types of errors and the actions taken to 
resolve specific errors. 
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OBSERVATIONS AND RECOMMENDATIONS (Continued) 
 
Observation No. 8. Secretarial classification 
 
Observation: 
In response to an open-ended question about what would change if it was in their power make a change, 
a number of secretarial employees expressed dissatisfaction with their secretarial classification. This 
comment was only made by secretaries whose duties include process development, systems 
requirements definition, systems change testing, serving as subject matter expert for an application, or 
conducting training on processes and applications.  In these instances, a Technical classification would 
be appropriate. These individuals work with the Information Technology Department to help ensure that 
technology applications address process requirements in Finance and Human Resources.  Further, the 
same individuals have important roles in providing technology application training for school staff as well 
as Human Resources and Finance staff. These roles are not within the scope of a secretarial 
classification. 
 
Recommendation: 
We suggest that the District consider options for differentiating Secretary positions engaged in work such 
as process development, system requirements definition, system change testing, and conducting training 
from those Secretary positions engaged exclusively in routine transaction processing. 
 
The differentiation should focus on the technical aspects of the non-secretarial work performed by certain 
incumbents as distinct from administrative or supervisory roles.  
 
 

 


