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Budget Subcommittee Statement of Purpose

Governmental transparency is necessary in a democracy. It is a prerequisite of informed decision‑making by our elected officials, the administrators that they appoint and the ordinary citizens who elect them. Citizens have to trust that the officials and administrators are managing their financial resources with care. Unfortunately, this is impossible when the budget process and reporting does not clearly reflect the legitimate activities taking place. 

The Budget Subcommittee was formed with the purpose of following the flow of money through the system and seeing if that flow is directed by policies, captured by processes and clearly documented by reports. When the Board and administration understand how the dollars flow, they can manage them effectively. When the citizenry is confident that the resources provided are carefully managed, the Board and administration will benefit from citizen support. 

Budget Subcommittee Audit Process

In February 2008 the School District of Greenfield, Massachusetts, was shocked to discover that it was approximately $1.2M over budget. To date, no claims of fraud or corruption within the system have been alleged although a series of audits are being conducted. The town of Greenfield put an additional $500,000 toward the district's deficit. The remaining $.75M is being made up in additional reallocation of funds and a combination of cuts to faculty and services. Three months have passed and there is still not a clear explanation of what happened to the funds. Greenfield is the not first school district to suffer from mismanagement shortfalls, and it will not be the last. (See articles referenced in the “Published References to Budget Mismanagement” in the Appendix for more information. Many school districts are facing similar circumstances and some have faced worse.)

The goal of the Budget Subcommittee is to ensure that members of the Enfield Board of Education and School District administration have the policies, procedures and tools needed to properly manage the budget for which they are held responsible. 

The 2008 Enfield School System budget is approximately $70M. The Budget Subcommittee's goal was to examine and understand both the flow of cash through the Enfield School System and the reporting that reflects that flow. Data pertaining to the processes supporting budget creation and reporting were obtained from Board members and School District administrators. We:

· Interviewed the Business Manager concerning budget and reporting processes. 

· Reviewed the budget process with several Board members.

· Examined reports provided by the Business Office to the Board, the Finance Committee and the Superintendent and Principals. 

· Interviewed a Principal to determine how current and previous reports were regarded by line management.

· Attended a meeting of the Finance Committee to see how the reports were being used. 

· Reviewed the various line items in the Chart of Accounts used by the Business Office to record budget activity.

· Interviewed the Business Manager and an IT Analyst from the town concerning ADMINS, the computer application used to track and report who authorized whom to spend how much on what.

· Examined the reports themselves with an eye towards whether they accurately reflected cash flow through the system. 

· Examined the business policies and procedures posted on both the Enfield websites and the websites of other school districts to better set our expectations of the norm and the possible. 

Our next step was to consider the information gathered in the context of published audit best practices. Best practices would assign the following responsibilities to the identified parties. For the purposes of this document the following definitions apply. (See book referenced in the “Auditing Terminology” in the Appendix for more information.)

	Term
	Definition

	Policies
	A policy is a formal statement of rules communicated by management and by which members of an organization must abide.

Less formally, they are high‑level management statements of objectives, responsibilities, ethics and requirements. 

Policies define where an organization is heading and what members of an organization are supposed to do 

Policies in our case are ultimately the responsibility of the Board of Education. Senior Management (e.g, the Superintendent and Principals) may issue specific policies as long as they are consistent with Board policy. 

Example: A policy communicating that the Board is charging the Superintendent with the responsibility of assuring that all goods and services are processed in a manner that is fiscally responsible and appropriately documented. 



	Standards 
	Standards are specific requirements that support the high‑level policies. Standards are mandatory and must be followed. 

Standards define what an organization shall do to achieve its policies. 

Typically Senior Management is responsible for setting and communicating standards. 

Example: A standard communicating that all purchases of goods and services will be executed through the Business Office and follow the steps specified by the department in the procedure for processing purchase orders. 



	Guidelines
	Guidelines are voluntary practices that support the high‑level policies. Guidelines are optional. 

Guidelines define what an organization should do to achieve policies. 

Management in general is responsible for establishing guidelines for the organization. 

Example: A guideline suggesting purchase orders for a school be batched and processed no more frequently than weekly. 




	Procedures
	Procedures are detailed instructions outlining how to meet the criteria identified in the Standards. 

Procedures define how the organization will meet the requirements specified in the standards. 

Typically management or the individuals responsible for meeting standards will define in a formally documented, step‑by‑step fashion how to achieve the standard. 

Example: A procedure addressing how to process a purchase order. Such a procedure would identify who is authorized to approve the order, how the authorization is documented, where copies of the purchase order will be filed. . 




Without documented polices, standards and procedures in place, there is no way to properly audit anything. Staff and management both can claim ignorance of expectations because nothing is written down. Therefore, the focus of Budget Management practices ultimately revolved around documented policies and procedures. 

Current Budget Management Processes

Management and Staff

Chris Drezek, Business Manager for the Enfield School District, has overall management responsibility for the Business Office staff. When fully staffed, seven staff members are assigned to the Business Office and are identified on the following URL. (http://www.enfieldschools.org/district_departments/business_services/index.html

 HYPERLINK "http://www.enfieldschools.org/district_departments/business_services/index.html"
 )
The Business Manager generates the numbers that the Superintendent and the Board of Education use to monitor and review budget activity. The primary source for these numbers is the financial records posted in the ADMINS system and the reports from that system. 

In order to best understand current and recommended processes, we will step through the current budget process starting with the budget proposed by the Superintendent and accepted by the Board of Education. We will follow the cash flow and reporting through a fiscal year. 

The cash flow through the budget process has four main areas of activity: 

· budget proposal and acceptance

· activity against the accepted budget documented with the chart of accounts 

· reports reflecting budget activity 

· monitoring budget reports 

· by Administration 

· Business Manager 

· Superintendent

· Principals and relevant department heads (e.g., Facilities) 

· by the Board

· Finance Committee

· Board as a whole

· year‑end efforts to use all funds allocated in the current budget (I.e. spend to zero). 

Because of the size and nature of Facilities and Special Education, we wish to stipulate that that those Department Heads will be grouped with Principals with respect to budget activities. These non‑Principals involved with budget activities will be referred to as Department Peers. 

Budget Proposal and Acceptance 

Under the direction of the Superintendent, the Business Manager generates the numbers that the Board of Education uses to review past, current and proposed budgets. The primary source for the numbers is the financial records posted in the ADMINS system. 

The Business Manager generates numbers on behalf of the Superintendent for Board of Education to review and approve. We think that Principals and other relevant staff be involved with and share ownership for this process. 

	RECOMMENDATION #1 – Principal Involvement with Proposed Budget

· Finding: Because budget preparation is assigned by the Superintendent to the Business Manager, it is a function is run primarily from the Central Office.

· Conclusion: Although they may be solicited for individual requests, it does not appear that Principals directly own any part of the Budget preparation process.

· Recommendation: Solicit Principals and Department Peers for input during budget planning in order to improve the quality of the numbers generated and foster Budget ownership among the Principals group. 




Produce Current and Prior Budgets 

Recent history indicates that the numbers proposed for the next year’s budget are based generally on current year budget numbers plus an automatic percentage increase across the board for inflation. Neither the year‑to‑date actuals from the current year nor the year‑to‑date actuals from the previous year are produced or reviewed. Without these numbers, there is no way to identify trends or consider reasons for variance from the budgeted figures. You cannot monitor a budget or determine if an increase is appropriate without these numbers. 

Year‑to‑date actuals had not been requested by the Board in the past. Although producing these numbers is additional work for an already busy Business Manager, we think that producing year‑to‑date actuals for the Board and the Superintendent is critical for conducting a properly informed review of the Budget.

	RECOMMENDATION #2 – Incorporate Actuals into Proposed Budget

· Finding: Proposed budget for next year based only on current year budgeted amounts plus a percentage increase for inflation. 

· Conclusion: Not enough information is being presented to conduct a proper review and due diligence. You cannot manage what you cannot measure. Forecasting and trends are lost without actual amounts spent. 

· Recommendation: Incorporate the amounts actually spent into the proposed budget. The additional amounts should reflect the actual amounts from the previous year and the year‑to‑date actuals for the current year. Significant variances between budgeted and actual amounts should merit an explanation with the proposed budget. By incorporating the actuals and variances into the analysis of the proposed budgets, the Superintendent and Board will be able to recognize trends and forecast more accurately. 




Tie Budget Item to Appropriate Chart of Accounts Category

Each budget item is tied to a particular account category. All categories are listed in the chart of accounts. All accounts are identified under ADMINS. The account number is made up of seven parts. 

Account Format:a23—b2—c234—d234—e2345—f234—g2

· a23: a three‑character code designating the Board of Education (100) or the Town (200) 

· b2: a two‑character code designating the Board of Education 

· c234: a four‑character code designating a Department 

· d234: a four‑character code designating a School 

· e2345: a five‑character code designating a particular object (e.g., 02410 is postage) 

· f234: a four‑character code designating a more granular description of the e2345 object 

· g2: a two‑character code designating a tie to a union

Account objects with this degree of granularity are called categories. Categories roll‑up to line items. Transferring budgeted amounts between categories grouped under the same line item is the Superintendent's prerogative. Although it must be recorded in ADMINS, the transfer can be executed without informing the Board. On the other hand, transferring budgeted amounts between line items requires Board approval. 

The current budget process allocates funds into system-wide categories more frequently than we think appropriate. System‑wide accounts should be reserved for truly system‑wide functions (e.g., transportation). In order to track and monitor expenditures by school, items should be tied to schools whenever possible. 

Additionally, we discovered expenses placed in inappropriate or misleading categories. For example, it was brought to our attention that the extraordinary and unanticipated expenses associated with the lead clean‑up at one school were recorded under the category of Custodial Supplies. While this may have been a convenient category for the department addressing the problem to assign the associated expenses, the additional hundreds of thousands of dollars made it impossible to monitor the actual expenses for Custodial Supplies. There does not appear to be a policy or procedure in place for addressing extraordinary expenses like this. 

	RECOMMENDATION #3 – Proper Assignment of Budget Categories

· Finding: Many funds are allocated to a system‑wide category rather than a category associated with a particular school. Expenses for all school are associated with the system‑wide category making it extremely difficult to map these expenses to schools. Unanticipated expenses may be associated with an inappropriate category for convenience. 

· Conclusion: Associating expenses with system‑wide or inappropriate categories masks what is actually going on in the budget. This appearance of masking what is actually happening creates the impression of impropriety. In a world where perception is reality, this type of public impression is detrimental to the School District and can be misleading to the Board and Superintendent. 

· Recommendation: Break out the account categories by school whenever appropriate. Establish and use a specified bucket for unanticipated items that do not have a good match on the chart of accounts. This way extraordinary expenses can be quickly tracked and do not taint the figures associated with established chart of account categories. 




Even with allocating funds to each school, a system‑wide account could be designated to hold a small reserve as a category safety net for unexpected expenses at a particular school. The reserve would keep the category in line for the School District yet show which school or school are experiencing variances with a particular category. 

Policies Pertinent to Budget Review Process

The Enfield Public Schools maintains a set of web pages for the Board of Education. One can link to current Board Policies from this site. (http://www.enfieldschools.org/district_information/mission_statement/index.html )

Board Policies are organized into nine policy groups. Each particular policy is designated by a Series number. The Connecticut Association of Boards of Education (CABE) has accumulated and organized representative policies from its various board members. It makes the gathered policies available to its members. The Enfield Board of Education is a CABE member. The policy groupings and number of policies are listed below.

	SERIES
	DESCRIPTION
	Number of Policies

	1000
	Community Relations 
	18

	2000
	Administration 
	18

	3000
	Business & Non‑Instructional Operations 
	12

	4000
	Personnel 
	23

	5000
	Students 
	40

	6000
	Instruction 
	24

	7000
	New Construction 
	0

	8000
	Internal Board Policies 
	5

	9000
	Bylaws of the Board 
	12


Budget policies are grouped in the 3000 Series. With only 12 policies, Business & Non‑Instructional Operations is one of the less well populated groupings. Of the 12 policies listed, only two are concerned at all with the topic of budget, “#3161 – Transfer of Funds” and “#3320 – Purchasing Policy” policies. The other policies pertain to a series of other business concerns, none of which are directly pertinent to budget management. Although the number of policies do not necessarily speak to how seriously the topic of budget has been regarded by the Board, it is disappointing to see so few policies dealing with such an important topic. Without consistent direction from the Board in the form of documented policy, it is likely that Budgets will be handled in a fashion that will be inconsistent at best. 

	RECOMMENDATION #4 – Specific Budget Policies

· Finding: Only two policies pertaining to Budget Management are published on the website for the Board of Education. 

· Conclusion: The Transfer of Funds policy is too general. It does not indicate any specifics that are to be included in the proposed budget document nor does it specify execution dates for delivery, review or approval. 

· Recommendation: Examine the more detailed budget policy documents available from CABE and the following three websites for New York State Education Department, Pinellas County Florida and Chicago Public Schools. (See “Examples of Business Policies” in the Appendix for more information.) Although we firmly believe that the Board will be best able to define what it needs and document those needs in a policy statement, we found that these sites addressed many particulars dealing with Budget Management and suggest them only for review before drafting a more detailed budget policy. 




The Purchasing Policy revealed another problem with the existent policies. The policy states that the Business Manager “...may approve and direct purchases not to exceed one thousand dollars ($1,000) for any one expenditure.” The policy further authorizes “...the Superintendent to approve and direct purchases exceeding $1,000 for any one expenditure....” The concern to which the Budget Subcommittee wishes to bring attention is that the Purchasing Policy was adopted in 1973 and last revised in 1977. It would appear that the $1,000 cap is outdated. 

	RECOMMENDATION #5 – Update Current Policies

· Finding: Budget policy #3161 – Transfer of Funds was last revised in 1998 and #3320 – Purchasing Policy was last revised in 1977. 

· Conclusion: Budget policies are outdated. 

· Recommendation: Current Enfield Board of Education budget policies should be reviewed and, if appropriate, updated. All budget‑related policies in the 3000 Series should be reviewed annually with a formal sign‑off by the Board. All policies should include a line to record the last time the policy was reviewed even if it did not require a revision. 




The Business Manager indicated that there was a significant learning curve for bringing new Board members up to speed with respect to the budget. Learning firsthand how complicated the budget can be, we can empathize with anyone who is trying to understand the budget without being properly prepared. New York State in particular has strict requirements that Board members undergo a six hour period of formal training to better deal with managing budgets. (See New York State's Fiscal Accountability Legislation.

http://www.emsc.nysed.gov/mgtserv/accountability_regs06.htm ) 

	RECOMMENDATION #6 – Budget Training

· Finding: For both Board members and Senior Administrative Staff (i.e. Principals and Department Peers), all budget training is informally done by the Business Manager and lacks consistency. 

· Conclusion: The training process is inefficient and inconsistent.

· Recommendation: The Business Manager should document Budget training in a written document. Consider recording a presentation by the Business Manager to limit repetition for him. 

· Recommendation: New Board members should participate in some form of Budget training. Senior Administrative Staff and veteran Board members should participate in an annual Budget refresher session that would emphasize any significant changes to the Budget or the process. As in New York State, some form of Budget training may be available in Connecticut. Please inquire. If that is the case, a combination of local training presented by the Business Manager and external training for exposure to different approaches is recommended. 

· Recommendation: The Business Manager should be encouraged and supported to avail himself of additional training in Business Office management. 




Community Interface with Budget and Board 

In the current review and approval process, the Board welcomes comments from the public who attend Board meeting. The current process is adequate but really needs to be better. The Board should make a greater effort to take its message to the people. When the Budget for the next year is being developed, the Board should schedule some meetings at different schools in the district to talk with staff, parents and the public. Audience members should be invited explicitly, not just with a public announcement. At these meetings we suggest that the Administration and participating Board members consider addressing how items in the current and proposed budgets will directly affect the hosting school. Getting out of Town Hall in this fashion may encourage involvement from members of the community who would otherwise never think of participating. This type of less formal meeting of Board members and school community will provide the opportunity to explain and hear about issues in the schools first hand and as they directly apply to their school. 

	RECOMMENDATION #7 – Conduct Budget Review at Schools

· Finding: Most interactions with the public concerning the Budget happen at Board meetings in Town Hall. 

· Conclusion: Community members, especially parents, are less likely to feel ownership and involvement with the Budget process. 

· Recommendation: The Board should conduct informal Budget meetings at a few schools, in addition to their scheduled meetings at Town Hall. Make an effort to actively engage the public. Market the Budget process and product. 




Budget Review and Approval by Board

Because of our late start, this process was well under way by the time we started examining the Budget Management process. Aside from the recommendations already made and the lack of documented policies and procedures associated with the review and approval of the proposed budget, the process itself seems to function in a satisfactory fashion. We would suggest, however, that this process be looked at more closely during a future audit. 

Activity Against the Accepted Budget 

Pool of Funds Overview

Once the Budget has been approved by the Board it is recommended to the Town Council, who has the authority by Charter to approve. The approved amount is made available to the Board and Superintendent to run the School District on July 1. 

The following information was provided primarily by Chris Drezek, the Business Manager for the Enfield School District. Although the Budget Committee did not actively attempt to confirm all information presented, no statements made were found to be inconsistent with the findings of our informal investigation. 

Town of Enfield funds are held in Town accounts in TD Banknorth. The funds approved for the School District budget are kept in a Town account, not a School District account. The approved funds in the Town account is the largest single source of funds for the School District. The School District can access the funds because the Town of Enfield will honor checks written for amounts that have been processed through ADMINS. The sum of all checks processed for the School District cannot exceed the amount approved in the budget. Additional funds from the State of Connecticut come into the Town account designated for the School District. These are not extra funds. The School District, Board and Town anticipate that the State will make these funds available for the School Budget. 

The Business Manager also has a Town account available dedicated to grants. When grants are awarded to the Enfield School District and they come in the form of checks, they are deposited directly to the grants account. If the check was written to the Board of Education, the Business Manager deposits the check to the grants account. If the check was written to the Town of Enfield, the Town will also deposit directly into the grants account. However, if the money comes to the Town as a wired money deposit, then a transfer to the grants account would be required. Chris Drezek indicated that transactions from the grants account still must go through ADMINS. The ADMINS transaction must be tied to the reason for the grant money and cannot exceed the specified amount. The grant account is subject to whatever investigations are deemed appropriate by the Town's external auditors. 

The Business Manager also has a series of three accounts available for special purposes. Any money deposited to or spent on athletic matters is held in the Athletic Account. This would include any money gathered at or spent on an athletic event. Any money associated with vocational matters is held in the Vocational Account. This would include money that might go for car repairs or maintenance conducted external to the classroom as part of vocational training. The third special account the Budget Subcommittee regarded as problematic. This is the Student Activities Account. 

Let us start by saying that the Student Activities Account is misnamed. It is sort of a catch‑all fund for a variety of financial transactions. Fees associated with Adult Education and Drivers Education go into this account. Some expenses for these programs are written against it. However, the Student Activities Account is primarily a repository for insurance payments and like contributions of former School District employees – retirees who qualify for various benefits and who must pay all of the associated fees on a monthly basis.  The checks are deposited into the Student Activity Account as they arrive and are bundled by the Business Manager into a single monthly payment to the service provider. Although we did not examine the account directly, nothing seemed out of place. It just appeared to be not well documented process using an inappropriately named account. As with other School District accounts, these three accounts are subject to whatever investigations are deemed appropriate by the Town's external auditors.

Finally, each school has a small bank account against which the Principal and a senior Administrative Assistant can sign checks. The accounts are typically repositories for school functions with a few hundred dollars carried from one year to the next. Although two authorized signatures are required, checks are written at the discretion of the Principal. These small accounts are subject to whatever investigations are deemed appropriate by the Town's external auditors. 

	RECOMMENDATION #8 – Purpose for Student Activity Account 

· Finding: Among its other purposes, the Student Activity Account is used as a repository for a variety of School District retiree contributions. 

· Conclusion: Although nothing appeared inappropriate, because of its misleading name and catch‑all nature, the Student Activity Account appears suspicious even though nothing appeared suspect during our interviews. 

· Recommendation: The Board should investigate the Student Activity Account closely, determine if its use as a repository for retiree contributions and other payments is necessary and appropriate. If it is not, replace the current process with something more transparent to all parties. At the very least, please consider assigning this account a more transparent name.




Purchase Order Procedure 

Process 

Employees of the School District appear to follow a procedure outlined by the Business Manager for requesting, reviewing, approving and documenting the receipt of requested goods and services. The process is captured and documented in a paper purchase order form and what is done with it. 

In brief, a teacher or other employee completes a Purchase Order (PO) form to request an item not currently available in the school. (The item may, however, be available somewhere else within the School District. Without an asset inventory, there is no easy way to know.) The Principal reviews and approves the purchase. (In some schools the Principal or senior Administrative Assistant completes the PO form as well as signs it.) The PO is forwarded to the Business Office. The Business Manager reviews the PO request for items such as completeness, fund availability and appropriate signatures. If the PO is appropriate, the Business Manager signs the form, files the original PO copy in the Business Office, returns copies to the approving Principal and enters information into ADMINS to start the purchase process. When the purchased good arrives in satisfactory condition or service is executed, one of the returned copies is signed by the Principal and sent to the Business Office where it is filed with the other documentation of the purchase. The only exception mentioned by the Business Manager was for instances when some Special Education purchases required a fast turn around. In that case, the PO paperwork with signatures is completed and filed out of its normal order.

Based on PO's examined and an interview at a school, it appears that this procedure is being followed. However, when asked for the published procedure for completing a PO, the Business Manager was only able to supply a copy of the “Student Activities Accounting Handbook” (March 1995). Although many aspects of receiving and disbursing money are documented in the manual, it identifies itself as a Guideline and, therefore, optional according to Audit conventions. More to the point, the Accounting Handbook did not address the steps for issuing and using a PO. When pressed, the Business Manager indicated that the PO procedure, although apparently adhered to, was not documented. The Budget Subcommittee thought that documenting the procedure was a critical first step in properly administering the PO process. 

	RECOMMENDATION #9 – No Documentation for the PO Process 

· Finding: No document exists that specifies the Purchase Order procedure. A process is in place and appears to be followed, but it is not properly documented. 

· Conclusion: Without a standard stating that all goods and services will be acquired using a PO and a documented procedure to follow, there is nothing to stop anyone from circumventing the process if they can and claiming that they did not know that they had to follow the PO process. 

· Recommendation: The Superintendent will issue a Standard or Policy stating that all School District employees will use Purchase Orders to acquire goods and services. 

· Recommendation: The Superintendent will direct the Business Manager to document the current PO process in a written procedure. This written procedure will document recognized exceptions to the process, such as circumstances surrounding Special Education requests. Such exceptions will be documented in their own procedure. Consider capturing the procedure in a flowchart to facilitate understanding. (See CABE #3324(a) “Purchase Order Processing Procedure” as an example of a detailed PO procedure.) 

· Recommendation: The Superintendent will communicate both the Standard and the PO Procedure throughout the School District. 

· Recommendation: The Board will formally charge its Finance Committee with regularly testing the PO process with the Business Manager to be sure that the PO policies, standards and procedures are being followed. 




A final comment – the current Purchase Order procedure is a paper process. Although adequate, it is awkward and fraught with opportunities to misplace copies or omit required data. It is only through the concerted effort of the Business Office that the process works as well as it has. Consider some form of electronic forms and tracking to execute the Purchase Order process. This is the 21st century even for Enfield. Time to go electronic. 

ADMINS System for Tracking

Process 

ADMINS is the bookkeeping system for the Business Office. ADMINS itself is a general application that has been programmed and maintained by Enfield's own IT staff to budget, track and report on School District expenditures as well as perform a variety of other functions. Although it has served the Town well, its time is really past due. The main problem that the Budget Subcommittee encountered was that reports were fixed and only went to paper. As long as the information that you need is in one of the canned reports, you are all set. If you need something new, it can be a small project. At present, the Business Office only knows how to send the reports to paper. Enfield IT staff was contacted and indicated that ADMINS should be able to produce a report in an electronic format, but the “how” was not revealed. The particulars of the Business Office implementation would have to be looked at before a solution could be offered. 

The Budget Subcommittee also thinks that having the ADMINS data in an electronic format that could be dropped into a spreadsheet or data base would facilitate budget review and analysis by the Superintendent and Board members. Such a spreadsheet was created for the review of this year's budget, but it was an intensively manual process executed primarily by the Business Manager who transcribed data from ADMINS reports. Reports in an electronic format would enable both Board members and the Business Office staff to look at the numbers in a way that went beyond the limitations of the current programmed report formats. 

Migrating to a newer, integrated, web‑based application is being investigated, but there are no definite plans for a migration. (See the reference to the “IT Blue Ribbon Committee on Replacing ADMINS” in the Appendix.) The Board and Business Office should be in touch with the Enfield IT Department to understand the options, make some decisions and get a migration plan on the table. That being said, the Budget Subcommittee believes that ADMINS, even in its current state, can be made significantly more useful with the cooperation of the Enfield IT Department and a clear specification of what the Superintendent and Board are looking for in their reports. 

	RECOMMENDATION #10 – Reporting from ADMINS 

· Finding: The Business Office and Board needs ADMINS to deliver more information than it is presently doing. The canned reports, although adequate, cannot easily be modified if anything additional is needed. Also, only being able to produce ADMINS reports on paper cripples most serious attempts at budget review and analysis. 

· Conclusion: ADMINS is awkward, outdated and desperately needs to be able to produce its reports and dump data in an easily accessible electronic format. 

· Recommendation: The Board, Superintendent and Business Office should actively pursue a replacement product for ADMINS. Start now because this type of migration is serious business and could take anywhere from 12 to 24 months. 

· Recommendation: The Business Manager should contact the Enfield IT Department and make interim fixes to ADMINS to address its outstanding shortcomings. The two most notable are creating new reports when needed and making ADMINS reports and data available in an electronic format. 




Monitoring Budget Reports 

The Business Manager produces a variety of budget reports on a monthly basis for the Superintendent and the Finance Committee of the Board. During the budget proposal review, more copies of more reports may be produce as requested by the Superintendent or the Board. 

A member of the Budget Subcommittee attended a monthly Finance Committee meeting. Finance Committee members reviewed the budget reports, questioned entries and asked for supporting documentation for particular entries. The Subcommittee does not know if past members of the Finance Committee have not been as scrupulous about examining entries on the budget reports. It would be a good idea if the Finance Committee were charged more explicitly with a monthly examination of selected entries from the budget reports. The consistency of that type of control would be an appropriate check on Business Office and School District activity. 

	RECOMMENDATION #11 – Require Review by Finance Committee

· Finding: There is no formal charge or requirement for the Finance Committee to review selected entries from the monthly budget reports.

· Conclusion: Without a formal charge, this prudent control may not be practiced consistently from meeting to meeting or year to year. 

· Recommendation: The Board should formally charge the Finance Committee with performing a review of selected entries from the budget reports as an appropriate control on activities by the Business Office and the School District. 




The Budget Subcommittee was surprised to learn that monthly budget variance reports were not being produced for Principals and Department Peers. Deltas should be monitored and explained by the responsible Principal or Department Head. Tracking and reviewing the budget in this fashion is common in business. A roll‑up of noted variances and associated explanations would next go to senior management, in this case the Superintendent. The Superintendent would then provide a variance summary for the Board. This type of monitoring helps managers to work within their assigned budget amounts as well as provide the detail for determining budget increases or decreases in the next year. 

A member of the Budget Subcommittee interviewed a Principal who indicated that such monthly variance reports had been produced in the past. The Principal could not recall the last time such a monthly variance report was produced, but it had been many years. Nonetheless, if the Principal's recollection was correct, ADMINS had the ability to produce monthly variance reports in the past. 

	RECOMMENDATION #12 – Monthly Budget Variance Reports

· Finding: Budget variance reports were not being provided to Principals and Department Peers on a monthly basis.

· Conclusion: Without monthly variance reports, Principals and Department Peers are less likely to understand how their school or areas of responsibility is doing financially. They are also less likely to feel ownership for their school's or department's budget. Such feelings of ownership encourage care with managing to the budget. The more the Principals and Department Peers feel ownership, the more closely the budget will be monitored. 

· Recommendation: The Business Manager should provide each Principal and Department Peer a monthly variance report for the expenses associated with their school or department. Even non‑discretionary expenses should be included so that the Principal or Department Peer will have the full financial picture for their area of responsibility. A monthly variance report does not appear to be available at present. The Business Manager should work with the Enfield IT Department to develop such a report. 

· Recommendation: The Superintendent should require a monthly explanation of significant variances from each Principal or Department Peer. 

· Recommendation: The Board should require a monthly explanation of significant variances from the Superintendent. 




The Budget Freeze and Year-End Spend‑Down 

The Business Manager shared with the Budget Subcommittee that the Superintendent will typically impose a budget freeze upon the School District in the fall through the spring. Expenditures during this period are approved directly by the Superintendent. The freeze allows for tight control on spending. Late in the spring, the budgeted and actual amonts are closely examined and a true-up is performed. After the freeze is ended, there is typically a month or two available before the next budget year begins in July. If there is money still available after the true-up, the Board and Principals are encouraged to review their needs for the next year and use whatever funds are available. Any funds remaining at year end would return to the Town's accounts. The rule that appears to be followed is use it or lose it, regardless of plan, regardless of need. 

The Town Council has not implemented any provision that would encourage the prudent management of any unspent School District funds. We encourage the Town Council to review the applicable laws and regulations to see if something can be done to encourage and reward the School District to manage to a surplus. 

The Budget Committee admits that this freeze‑and‑spend‑down approach can work. However, freezing expenditures appears to be a radical approach appropriate only for emergency situations. Unfortunately, the School District has had a string of emergency situations in recent years (e.g., building floods, lead clean‑up, hazardous chemicals found in school grounds). Because there has not been a way to allocate any remaining funds to a contingency or rainy‑day fund that could accumulate from year to year, the School District has been forced into this pattern of freeze‑and‑spend. The freeze‑and‑spend approach does not encourage planned money management. It puts an undue burden upon schools and their Principals who cannot count on being able to spend approved and  allocated funds in a timely and considered fashion. The Budget Subcommittee thinks that this freeze‑and‑spend approach should only be for years with true emergency expenses. We encourage the Board, the Superintendent and the Business Manager to take steps to be proactive with husbanding money for emergencies by working with the Town Council on establishing some sort of rainy‑day fund. The Subcommittee also encourages the Board and Superintendent to find ways to reward the Principals and their school when they are able to manage their school budget to a surplus. We want to encourage, not penalize, good fiscal management.

	RECOMMENDATION #13 – End the Freeze‑and‑Spend Cycle

· Finding: A freeze‑and‑spend approach to budget management seems to have been adopted as the norm. It appears to have been effective, but it does have some significant downsides including distancing Principals and Department Peers from their budgets.

· Conclusion: Freeze‑and‑spend appears to work, but at a significant price. By freezing expenses and centralizing the approval process in the Superintendent, the process divorces the Principals and Department Peers from any immediate responsibility for managing their own budget. If there are funds left as the end of the fiscal year approaches, the Board and Principals are encourage to spend, not in a planned way, but just to use up the money on special projects or school staples whether they are truly needed or not. 

· Recommendation: The Board, Superintendent and the Town Council should determine a way to fund and manage a rainy‑day account for emergencies and strategic plans for the School District (e.g., technology upgrades, text book replacements). Put money aside when possible during the good years for the bad. The ability to fund and manage the budget for multi‑year plans could make a significant difference in the services delivered by the School District.  

· Recommendation: The Board and Superintendent should develop a plan for rewarding Principals and their school for managing a budget well and finishing a year with surplus. We do not foresee that such a reward would involve a cash reward for any individual. Rather, we anticipate that the reward would move a school up in the pecking order for books, computers, musical instruments or some other waited‑for asset. These, however, are only suggestions. It is the responsibility of the Board and Superintendent to determine how best to encourage good budget management.




Conclusions 

The Budget Subcommittee was surprised and shocked to learn how poorly documented the budget processes are. Without documented policies and procedures there is no way to hold anyone responsible for anything. Of additional concern were budget reporting and monitoring. Without a transparent process and close monitoring of actual against budgeted amounts, it is difficult to have any confidence in the numbers we rely upon. Lastly, we believe that it is imperative that line management (i.e. Principals and Department Peers) be given more authority and are held accountable for managing to their budget. Such direct ownership with proper monitoring will improve budget management. 

The many recommendations made by the Budget Subcommittee to the Board, the Superintendent and the Business Manager are intended to galvanize those individuals into action on Budget Management. Without appropriate leadership and monitoring of the entire process, not just the budget approval, the School District and Town of Enfield are exposed to the same risks as the many school districts cited that incurred financial calamity and were left asking the same question, “How could this have happened to us?” It happened because responsible parties were not doing what needed to be done. We ask the Board, Superintendent and Business Manager to give serious consideration to the recommendations and take control of the budget management process. 

Observations for Future Consideration 

Undertaking an examination of the School District's budget and associated processes is a huge undertaking for a citizen group. With the cooperation of the Board and Administration we were able to examine many aspects of the system. We hope that these efforts will be the ground work for future examinations. 

With that in mind, here are some areas that the Subcommittee encountered that we thought were of interest but did not have the time to pursue.   

· Examine the contents and records associated with the Cafeteria fund. 

· Examine the Budget review process by the Board.

· Examine contents and records associated with the Athletic, Vocational and Student Activities accounts.

· Perform a check on selected records between ADMINS records, vendor checks and amounts clearing in the appropriate bank statements.

Appendix

Published References to Budget Mismanagement 

Greenfield is the not the only school district to suffer from mismanagement shortfalls. Search online for Greenfield's The Recorder using  “school budget deficit” as your search criteria. 

http://www.recorder.com/search/ 

Springfield Republican “School Budget Woes Spread” 3/9/2008, by Marla A. Goldberg. 

http://www.masslive.com/news/republican/index.ssf?/base/news-2/120504872188690.xml&coll=1&thispage=1 

Two articles published in the American School Board Journal (ASBJ) deal with school districts that had to face especially bad cases of fraud and mismanagement. The articles are unfortunately not available online. 

· “Sharp‑Eyed Oversight,” ASBJ, May 2006, pp. 22-24. Outlines undiscovered fraud totaling $11.2M found in Roslyn School District (NY) between 1996 and 2004. 

· “Budget Red Flags,” ASBJ, May 2004, pp.28-30. Outlines discovery of $21M deficit in Oakland Unified School District (CA) in 2002. 

Auditing Terminology 

The source for this information is the Information Systems Audit and Control Association (ISACA). See their website, www.isaca.org. The information is summarized in their CISM (Certified Information Security Manager) Review Manual 2008. 

Examples of Business and Budget Management Policies 

Although for much larger and significantly different school districts than the Town of Enfield, the Business and Non‑Instructional policies exhibited by the three examples listed below are worthy of consideration by the Enfield Board of Education. 

New York State Education Department

See Policies, Procedures and Guidelines and the Budget Coordination page. 

http://www.oms.nysed.gov/budget/ 

Pinellas County, Florida 

See the Chapter 7 – Business and Management Information. 

http://www.pinellas.k12.fl.us/planning/html/chapters/toc.htm#TABLE_OF_CONTENTS
Chicago Public Schools 

See the Section 400: Operational Services in the Chicago Public Schools: Policy Handbook page. 

http://policy.cps.k12.il.us/ 

IT Blue Ribbon Committee Report (Replacing ADMINS) 

See the “Software Redundancies & Collaboration” section of the “Joint Blue Ribbon Commission on Technology Findings & Recommendations”. It addresses the issues associated with replacing ADMINS. 
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