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February 15, 2008

Nancy Ahlberg Mellor, Superintendent
Reef-Sunset Unified School District
205 N. Park Avenue
Avenal, CA 93204

Dear Superintendent Ahlberg Mellor:

In August 2007 the Reef-Sunset Unified School District and the Fiscal Crisis and Management 
Assistance Team (FCMAT) entered into an agreement to provide a review of the district’s 
human resources, and fiscal and operational services departments. Specifically, the agreement 
states that FCMAT will perform the following:

1. Conduct a review of the efficiency and effectiveness of the district’s Human Resources, 
and Fiscal and Operational services departments. Provide recommendations that, 
if implemented, will result in updating processes and procedures to meet current 
industry standards.

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

We appreciate the opportunity to serve you and we extend our thanks to all the staff of the 
Reef-Sunset Unified School District.

Sincerely,

Joel D. Montero

Chief Executive Officer
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Foreword
FCMAT Background
The Fiscal Crisis and Management Assistance Team (FCMAT) was created by legislation 
in accordance with Assembly Bill 1200 in 1992 as a service to assist local educational 
agencies in complying with fiscal accountability standards. 

AB 1200 was established from a need to ensure that local educational agencies throughout 
California were adequately prepared to meet and sustain their financial obligations. AB 1200 is 
also a statewide plan for county offices of education and school districts to work together on a 
local level to improve fiscal procedures and accountability standards. The legislation expanded 
the role of the county office in monitoring school districts under certain fiscal constraints to 
ensure these districts could meet their financial commitments on a multiyear basis. AB 2756 
provides specific responsibilities to FCMAT with regard to districts that have received emer-
gency state loans. These include comprehensive assessments in five major operational areas and 
periodic reports that identify the district’s progress on the improvement plans.

Since 1992, FCMAT has been engaged to perform more than 600 reviews for local educational 
agencies, including school districts, county offices of education, charter schools and community 
colleges. Services range from fiscal crisis intervention to management review and assistance. 
FCMAT also provides professional development training. The Kern County Superintendent of 
Schools is the administrative agent for FCMAT. The agency is guided under the leadership of 
Joel D. Montero, Chief Executive Officer, with funding derived through appropriations in the 
state budget and a modest fee schedule for charges to requesting agencies.

Management Assistance............................. 631 (94.6%)
Fiscal Crisis/Emergency ................................ 36 (5.4%)

Note: Some districts had multiple studies.  
Seven Districts have received emergency loans from the state. 
(Rev. 10/10/07)

Total Number of Studies.................... 667
Total Number of Districts in CA .......... 982
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Introduction

Background
The Reef-Sunset Unified School District is located in a small valley in western Kings 
County, between California’s central valley and the central coast. The district serves 
approximately 2,600 students who live in Avenal and Kettleman City.

The district office and most of the district’s nine schools are located in Avenal. Kettleman 
City is approximately 18 miles south and has one K-8 school. Avenal schools include one 
elementary school, one middle school, one comprehensive high school, two continuation 
schools and two community day schools.

In August 2007, the Fiscal Crisis and Management Assistance Team (FCMAT) received 
a request from the district for management assistance. FCMAT and the district subse-
quently entered into an agreement for a human resources and fiscal review. The study 
agreement specifies that FCMAT will perform the following:

1. Conduct a review of the efficiency and effectiveness of the district’s Human 
Resources, and Fiscal and Operational services departments. Provide 
recommendations that, if implemented, will result in updating processes and 
procedures to meet current industry standards.

Study Guidelines
FCMAT visited the district on October 22, 2007 to conduct interviews, collect data and 
review documents. This report is the result of those activities and is divided into the fol-
lowing sections.

Executive SummaryI. 

Financial ManagementII. 

Position ControlIII. 

Personnel ManagementIV. 
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Study Team
Deborah Deal     Terry Manges, Retired
Fiscal Intervention Specialist   Former Human Resources Director
FCMAT     San Diego County Office of Education 
         and Poway Unified School District

John Lotze
Public Information Specialist 
FCMAT
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Executive Summary
Financial Management
Inter- and Intra-Department Communications
The district is projecting a second year of declining enrollment for the current school 
year; however, actual enrollment as of October 2007 showed an increase of 63 students.

There is a lack of communication between district office departments. In particular, 
district departments have found it difficult to get information or sufficient detail from the 
business office. This has created frustration and hampered the ability to make decisions 
about negotiations and spending. The district should establish procedures to ensure that 
the business office provides timely financial reports upon request.

The location of district office departments in separate buildings contributes to the lack of 
communication. The districts should explore ways to house the departments in a single 
building.

School sites do not receive regular budget reports, but can request them at any time. Sites 
have online access to financial reports, but many lack the expertise to generate the reports 
they need.

Budget Development and Monitoring
The business office does not have a formal, documented budget development process in 
accordance with existing board policies. The process currently begins in March with the 
development of budget assumptions and concludes in April with a budget hearing that 
includes the bargaining units. Excel spreadsheets are handed out and assumptions are 
shared. The district should establish and implement a comprehensive budget development 
process, beginning with the 2008-09 fiscal year.

The business office currently allows up to 50% spending based on the prior year until 
receipt of the Award Notification for Consolidated Application programs, which usually 
occurs in January. Schools sites are able to spend until March, giving them only two 
months to finalize expenditure plans and process requisitions for purchases. This practice 
leads to a rush in spending without a carefully thought out plan and results in carryover of 
categorical funds. The district should increase the spending percentage and maximize the 
use of categorical funds by identifying the goals that can be met with these funds.

Position Control
Because salaries and benefits comprise 85% to 92% of the unrestricted general fund 
budget for most of California’s school districts, accurately projecting employee salary 
and benefit costs is critical, especially in uncertain economic times. A reliable position 
control system that is integrated with budget and payroll can help prevent overstaffing.



Fiscal Crisis & Management Assistance Team

EXECUTIVE SUMMARY4

The district does not have a position control system, but is in the process of implementing 
the Digital Schools software suite for position control. The district should ensure that the 
new software is fully integrated with the financial system.

Personnel Management
The district’s personnel manager was recently appointed to the position after having 
served as the human resource secretary under a veteran personnel manager. A plan should 
be developed to meet the new personnel manager’s professional development needs.

Concern was expressed regarding the lack of written operating procedures during the 
recent transition in personnel managers. Documented procedures and guidelines are not 
maintained in the personnel office, and many policies in the district’s policy manual have 
not been updated in several years. The personnel manager should update personnel proce-
dures and guidelines for departments and school sites. 



Reef-Sunset Unified School District

FINANCIAL MANAgEMENT 5

Findings and Recommendations

Financial Management
Inter- and Intra-Department Communications
There is a lack of communication between departments within the district office, 
including the  Business Services, Curriculum, Human Resources and Superintendent’s 
offices. In particular, the lack of timely financial information from the Business Services 
department is a concern. Information from the Business Services department often 
lacks sufficient detail to help make informed decisions. This has created considerable 
frustration and has limited the ability of senior management to make critical decisions 
regarding negotiations and to develop thoughtful spending plans, particularly in the area 
of categorical programs.  

The district needs to establish procedures to ensure the timely dissemination of financial 
reports and other data by the Business Services department upon request from other 
departments and school sites.

The Business Services department does not appear to have a manual of guidelines and 
operating procedures to explain in detail the processes and procedures that are needed to 
comply with rules and regulations, as well as district board policies and procedures. 

In-service training regarding financial policies and procedures is also lacking and should 
be provided to district and site staff.

School sites do not receive budget reports regularly, but can request them at any time 
from the Business Services department. Sites have been trained to run reports; however, 
many site administrators lack the expertise needed to generate reports that give them the 
information they need. School sites need ongoing training to help them make better use 
of the financial system.

The various district office departments are located in different buildings on the district 
office site. This arrangement is not conducive to conducting regular meetings and contrib-
utes to the lack of communication between departments. Having the various departments 
in one location would help address these issues. 

Recommendations
The district should:

1. Establish procedures to ensure that financial reports and other data are dissemi-
nated in a timely manner from the business office upon request from departments 
and school sites.   

2. Ensure that the business office develops a business services procedures manual as 
a resource to departments and school sites. The manual should include approved 
district policies, procedures and processes.  
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 Conduct in-service training regarding business service policies and procedures, 
and communicate changes in business service policies and procedures before the 
start of each school year.

3. Ensure that department and site budgets are prepared monthly, and provide ongo-
ing training to help department and site administrators better use the financial 
system.

4. Explore ways in which the district office departments could be housed in one 
location.

Budget Development and Monitoring
The district recognizes the importance of budget development, as reflected in Board 
Policies 3000 and 3100, which were approved in December 1989 and March 1992, 
respectively. Portions of these board policies related to the budget development process 
state the following:

Board Policy 3000:

The Governing Board recognizes that money and money management comprise 
the foundational support of the entire school program. To make that support as 
effective as possible, the Board intends to:

1. Encourage advance planning through the best possible budget procedures.

2. Explore practical sources of dollar income.

3. Guide the expenditure of funds so as to derive the greatest possible educa-
tional returns.

4. Expect sound fiscal management from the administration.

5. Within fiscal constraints, maintain a level of per student expenditure sufficient 
to provide quality education.

Board Policy 3100:

The district budget shall be prepared annually from the best possible estimates 
that individual schools and district administrative staff can provide. The 
Superintendent or designee shall determine the manner in which the budget is 
prepared and shall schedule the budget adoption process in accordance with 
legal time requirements. Appropriate consolidation shall occur as the budget 
progresses through the various levels of review. Budget proposals shall be com-
patible with Governing Board policy and long-range district goals.

The Governing Board encourages public input early in the budget preparation 
process. A budget advisory committee, composed of members of the community 
and staff, shall review the proposed budget at regular intervals and report its 
findings and recommendations to the administration.



Reef-Sunset Unified School District

FINANCIAL MANAgEMENT 7

The business office does not have a formal, documented budget development process, 
procedures or calendar. The current process begins in March with the development of 
budget assumptions by the Business Services department and concludes in April with a 
budget hearing that includes the bargaining units. Excel spreadsheets are handed out and 
assumptions are shared. Many procedures need to be improved in order for the district to 
comply with its board policies in this area. For example, the current budget development 
process does not include public input, a budget advisory committee or a report of findings 
and recommendations to the administration.

An adequate budget development process needs to be implemented for the 2008-09 fiscal 
year, including communication and collaboration from all key stakeholders, including 
the board, curriculum and instruction division, Human Resources department, special 
education department, school site administrators and the budget advisory committee. The 
purpose of a comprehensive budget development process is to fulfill a district’s goals and 
objectives, with an emphasis on expenditure standards and formulas that align with the 
board’s goals and focus on instructional priorities linked to expenditure plans.

Following is a sample list of the roles, responsibilities and processes for budget develop-
ment:

Responsibilities for Budget Development 

Board of Education - The ultimate responsibility for the district’s budget lies with the 
Board of Education, whose primary budget development tasks include establishing 
budget criteria and reviewing, directing, and approving the budget and the revised 
budget. 

Superintendent - The Superintendent oversees and directs the budget development 
process and submits the budget and the revised budget to the board for approval.

Superintendent’s Cabinet - The Superintendent’s cabinet studies and reviews budget 
amounts and processes, and serves as the primary decision-making unit regarding the 
allocation of funds.

Assistant Superintendent, Business Services - The Assistant Superintendent, Business 
Services has the primary responsibility for the budget development processes, budget 
guidelines, and distribution of all budget documents.

Division Heads/Principals - The budget will be formulated with the participation of 
division heads and school principals with regard to the budgets of the respective divi-
sions or schools for which they are responsible.

Department Coordinators - Department coordinators will be responsible for develop-
ing the objectives of their programs and submitting budget requests to division heads 
or principals, in accordance with approved objectives and budget guidelines.

Business Services Staff - The Business Services staff will assist division heads and 
principals in the budget development process; provide required data to the Assistant 
Superintendent, Business Services; and communicate all budget-related matters to the 
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appropriate instructional and support staff. The Business Services staff is responsible 
for entries to the computerized budget report for a given division or school.

Budget Advisory Committee - Budget development will allow for input and recom-
mendations regarding budget priorities from parents, students, bargaining units and 
members, site administrators, and representatives of the community. Consideration 
will be given to all budget recommendations provided by these individuals and 
groups. The budget advisory committee shall review the proposed budget at regular 
intervals and provide findings and recommendation to the board.

The preliminary budget needs to include revenue forecasts; expenditure projections; rea-
sonable average daily attendance (ADA) and cost of living estimates, a listing of any new 
funding sources, staffing increases or reductions, and one-time funding sources and uses. 

The district may not be making maximum use of categorical funds. The district needs to 
work to maximize the use of these funds by identifying the goals that can be met with 
these funds. The appropriate and effective use of categorical funds in accord with regula-
tions needs to be part of the comprehensive budget development process.

Narratives regarding the assumptions used in the current year budget are brief, and sub-
sequent budget years have no such narratives. It is important for the accompanying nar-
ratives to thoroughly describe the assumptions used to prepare the information presented, 
as well as any variances from the last reporting period and any one-time revenues  
and/or expenditures. Financial reports need to be easy to understand but detailed enough 
to provide adequate information to the board, staff and community.

The business office’s current policy is to allow up to 50% categorical spending based on 
the prior year, until receipt of the award notification for Consolidated Application pro-
grams, which includes salaries and benefits. The district usually receives this notification 
in January, which is almost seven months into the fiscal year. Schools sites are able to 
spend until March, which gives them only two months to finalize expenditure plans and 
process requisitions for purchases.

This arrangement leads to rushed spending without a carefully thought out plan. 
Categorical funds are intended to be spent in the year they are received unless there is a 
planned carryover for a large future purchase. When the time for spending is shortened, 
the district experiences large carryover balances to the next fiscal year. Increasing the 
spending percentage would allow spending to occur over a longer period of time with 
better planning.

It does not appear that budget reports with detailed information about existing funding 
sources and potential uses are provided regularly to district and school site administrators. 
Regular reports with this information could help administrators spend both restricted and 
unrestricted funds in a more timely manner in accordance with school site plans.
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Recommendations
The district should:

1. Establish a comprehensive budget development process that is in accordance with 
board policy and that includes public input, a budget advisory committee and a 
report of findings and recommendations to the administration.

2. Ensure that the budget development process links district goals, objectives, con-
cepts and guidelines to expenditure plans.

3. Prepare preliminary budget information that includes revenue forecasts; expendi-
tures projections, reasonable ADA and cost of living estimates, a list of any new 
funding sources, staff increases or reductions, and one-time revenue sources and 
uses.

4. Ensure that the budget development process makes maximum possible use of 
categorical funds.

5. Provide narratives regarding the assumptions for the current and subsequent 
budget years.

 The narratives should thoroughly describe the assumptions used to prepare the 
information presented, any variances from the last reporting period and any one-
time revenues and/or expenditures.  

6. Prepare and provide financial reports that are easy to understand but detailed 
enough so that the governing board, staff and community receive adequate infor-
mation.

7. Consider increasing the allowable percentage of categorical spending to allow 
more time, and thus better planning, for spending. 

8. Ensure that budget reports are provided regularly to district and school site admin-
istrators and that they include detailed information regarding existing funding 
sources and potential uses.
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Position Control
On average, salaries and benefits comprise 85 to 92% of the unrestricted general fund 
budget for most of California’s school districts, making this the largest area of expen-
diture. Accurately projecting employee salary and benefit costs is critical, especially in 
uncertain economic times. A reliable position control system establishes authorized posi-
tions and helps prevent overstaffing. To be effective, the position control system must be 
integrated with the budget and payroll modules.

The district does not have a position control system in place. Currently, district staff 
maintain personnel records, employee demographics, and salaries and benefits using 
multiple tables, spreadsheets and databases. Human resources and business services staff 
have developed processes to inform payroll of new hires and include them in the budget.

A fully functioning position control system can help a district maintain accurate budget 
projections, salary and benefit information and employee demographics. An adequate 
system will integrate with payroll and budget modules, the hiring and monitoring of staff, 
and be used to update the budget at each reporting period. When the Business Services 
and Human Resources departments use one system, staff time and duplication of effort is 
reduced.

Position control functions also require proper controls to ensure that only board-autho-
rized positions are entered into the system; that the Human Resources department hires 
employees to fill positions that have been authorized by the board; and that payroll staff 
pay only employees hired for authorized positions.

The district is in the process of implementing the Digital Schools software suite for 
position control. Until the system is fully implemented, the district will need to place 
additional emphasis on monitoring authorized positions in the payroll and budget records. 
Variances will need to be identified and resolved immediately. The district will also need 
to ensure that the new software is fully integrated with the financial system.

When implementing position control, the district needs to establish internal controls 
to ensure the proper separation of duties between the Human Resources and Business 
Services departments. Internal control processes and procedures provide a district with 
reasonable assurance that material weaknesses, serious errors or fraud are unlikely to 
occur.

Table 1 provides a sample distribution of separate duties and responsibilities between the 
HR and Business Services departments that can help ensure adequate internal controls.
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Table 1: Sample Distribution of Separate Duties and Responsibilities for Proper 
Internal Controls for Position Control.

Task Responsibility

Approve or authorize position governing Board

Enter demographic data into the main demographic screen, such as:
  Employee Name 
  Employee Address
  Social Security Number
  Credential
  Classification
  Salary Schedule placement
  Annual Review of Employee Assignments

personnel Department

Update Employee Benefits
Review and Update Employee Work Calendars
Annually Review and Update Salary Schedules

Business Department

Account Codes
Budget Development
Budget projections
Multiyear projections
Salary projections 

Business Department

Recommendations
The district should:

1. Make the implementation of position control a priority.

2. Ensure that when the new Digital Schools position control software is imple-
mented, it is fully integrated with the payroll and budget modules.

3. Develop appropriate internal controls for a separation of position control duties 
between the Human Resources and Business Services departments. This should 
include duties such as the authorization of new positions, budget coding, and 
tracking employee demographic information.
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Personnel Management
Staff Professional Development
The district’s Personnel Manager was appointed to this position recently after serving as 
the human resources secretary under the previous experienced personnel administrator.  
A plan needs to be developed to meet the individual professional development needs of 
the Personnel Manager. Workshops and other training opportunities are available from a 
number of organizations that specialize in personnel management.

Recommendations
The district should:

1. Develop and implement a plan designed to meet the new Personnel Manager’s 
professional development needs. The plan should include specialized training 
consistent with the job duties and responsibilities and with the individual’s current 
skill and knowledge levels. The district should seek training that targets specific 
needs.

2. Consider hiring a mentor to work with the Personnel Manager on a temporary 
basis.

Policy and Procedures Manual
Documented operating procedures and guidelines, such as a comprehensive desk manual, 
are incomplete or are not maintained within the personnel office. Concern was expressed 
about the lack of these materials during the transition to the newly appointed Personnel 
Manager.  

In addition, the district’s policy manual has not been updated for several years.

The Personnel Manager needs to update existing personnel procedures and guidelines. 
These could be developed as a comprehensive desk manual for departments and school 
sites. Personnel procedures and guidelines should be available to all employees.

Recommendations
The district should:

1. Update the district’s policy manual to include operational procedures and guide-
lines for personnel functions.

2. Develop a comprehensive desk manual as a reference tool for the personnel office.

3. Ensure that the Personnel Manager updates existing personnel procedures and 
guidelines to be developed into a comprehensive desk manual for departments 
and sites.
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Appendix A
Sample Budget Development Timeline

Sample Budget Development Timeline

Date Function Responsibility

December Adoption of the Budget Calendar
Board of Education and 
Superintendent

December Approval of the Budget guidelines Board of Education

December
Distribution of Budget packets to 
Divisions and Sites Business Services

December and January
preparation of preliminary Budgets by 
Divisions and Sites Division and Site Administrators

January
Submission of preliminary Budgets to 
Business Services Division and Site Administrators

February through April
preparation of preliminary Draft of 
Budget Business Services

As-needed Basis
Study Sessions of preliminary Draft 
Budget Board of Education and Staff

June public Hearing on Budget Board of Education

June Adoption of Budget Board of Education

July or before Filing of Budget at County Office Assistant Superintendent of Business

August
public Hearing on Revised Budget follow-
ing legislative approval Board of Education

August Adoption of Revised Budget Board of Education

September or before Filing of Revised Budget at County Office Assistant Superintendent of Business
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Appendix B
Study Agreement
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