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CHAPTERG FINANCIAL MANAGEMENT

Sound financial management enables school districts to meet the challg
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balancingimited financial resourcesSound financial management LCISD participates in the Alliance
ensures that school districts receive and secure all available revenues; for Excellence in School Budgeting
make sound financial decisions; develop and monitor budgets; establis (e AlEmes)) &0 IEnS (e
. . . ) . will enable the districto enhance
strong internal controls; issue timelgccurate and relevant financial its budget process.
reports; andcomply with internal policies and procedures as well as LGS VEes 6 T ET e
external laws and regulations. approach to selling surplus
property onling using a web
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Administration may include bugkt preparation, accounting and payroll, Linking spending priorities to
administrative technology, tax appraisal and collection, and auditing. board initiatives or to a long

range strategic plan would enable
the district to better plan for and
manage limited resources.

Formal, comprehensive policies

Planning may includéeveloping a longange strategyaligningspending
priorities with the strategies, identifying arallocating resourcesssigning
tasks and establishinglsedules with milestones.

. . x 51 &R S A& 118 VB &V and procedures in the Business . ,
[ Y] NJ/2>./a2'f7\RI uS.R LyRSLszRsyu { Départment wolid Strengthen o[/ L{!
management functions include budgeting, accounting, payroll, accounts internal controls and preserve
payable and receivable, cash and investment managementhasing, institutional knowledge by

asset and risk managemeritpnd planningdebt managementand describing how critical financial

external auditing activitiesThe risk management function resides in the Uil EECELIINY (iRt (51 £
e . . to be performed.

Human Resources Department; however, the chief financial officer (CF{

. . . . Leveraging technology and the
participates in the management of thel§insured health insurance plan. existing capabilities of the

financial system would make the
acounts payable process, capital
assets inventory, and textbook

Budget development and monitoring include all activities necessary for
district to meet statutory requirements to balance its resources with its

obligations through a spending plan authorized by the governing board inventory more efficient and less
executed by staff. manually intensive.

. . . . Better control over approximately
Managing accenting, accounts payablend payroll includes developing $2 million in student and campus
internal controls and safeguards, reporting account balances, and activity funds would reduce the
scheduling disbursements to maximize funds. Management of this area risk of fraud and mismanagement

includes segregation of duties, usefiofancialsoftware systers, and B ErESEITE:

providing staff training.
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established standards and practices. The audit provides an annual financial and compliance report, an iexaminat

of the expenditure of federal funds, and a report to management on internal accounting controls.
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protected against significant lossesthwthe lowest possible insurance premiums. This protection includes the

identification of risks and methods to minimize their impact. Risks can include investments, liabilities, capital

assets, and insurance. Managing investments includes identifying thitisenaximum interestearning potential

while safeguarding funds and ensuring liquidity to meet fluctuating cash flow demands.

Forecasting and managing revenue includes efficient tax collections to allow a district to meet its cash flow needs,
earn the hghest possible interest, and estimate state and federal funding. Capital asset management should
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School districts in Texas are required to follow federal and state laws and procedures applicable to purchasing. The
purpose of competitive bidding requirements found in the Texas Education Code (TEC),8e68dnis to

stimulate competition, prevent favoritism, and secure the best goods and services needed for district operations at
the lowest possible price. The Texas Education Agency (TEA) developed a comprehensive purchasing module in the
Financial Accautability System Resource Guide (FASRG), which is available as a resource for district purchasing.
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equipment in a timely, costffective manmr. Purchasing includes identification and purchase of supplies,

equipment, and services needed by the district, as well as the ordering, storage, and distribution of goods including
textbooks and other instructiorianaterials.

LAMAR CONSOLIDATISDANDPEER DISTRIBUDGETS

Lamar Consolidated ISD (LCISD) receives financial resources from state, federal, and locaSsdynges:enbf

[ / L febefuiisfrom local source€98 percent ofwhich consitutes property taxesin comparison to the peer

districts, bcal sourcesas a percentage of total revenue, is @gércent forSpring ISand 64 percent forClear Creek
ISDLCISD receives 39 percent of its revenue from state sources compared to 58 percent and 33 percent for Spring
ISD and Clear Creek ISEspectivelyExhibit7-1 summarize Fiscal Year 2017 budgeted revenues for LCISD and

the peer districts.

Exhibit7-1
Fiscal Year 2017 Budgeted Revenue
LCISD and Peer Districts (In Thousands)

Clear
Source LCISD % Spring Spring % Creek %
Local $147,768 60% $118,235 40% $208,505 64%
State 97,669 39% 175,410 58% 110,170 33%
Federal 1,725 1% 5,500 2% 5,135 2%
Other 0 0% 0 0% 2,050 1%
Total Revenue $247,162 100% $299,146 100% $325,860 100%

Source: LCISD and Peer Fiscal Year 2@dgets, February 2017.

LCISD spends 62 percent of its budget on instruction compared to 62 percent and 63 percent for Spring ISD and
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second highst expenditure. Plant maintenance and operations is also the second highest peer expenditure for

Spring and Clear Creekmprising 9 percent for both district&eneral administration comprises 2 percent of total
expenditures for LCISD and Clear CreekBapdrcent for Spring ISExhibit 72 summarizes Fiscal Year 2017

budgeted expenditures by function for LCISD and the peer distFiatstion describes the purpose of the

expenditure.

Exhibit7-2
Fiscal Year 2017 Budgeted Expénres by Function
LCISDrd Peer Districts (In Thousands)

’ ’ LCISD ‘ Spring ‘ ClearCreek
Function LCISD % Spring % Clear Creek %
Instructional $153,872 62% $186,280 62% $203,777 63%
Instructional Resources &

Media Services 1,383 1% 2,839 1% 4,177 2%
Curiiculum/StaffDevelopment 2,696 1% 3,291 1% 6,420 2%
Instructional Leadership 1,950 1% 5,497 2% 2,958 1%
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ClearCreek
Function Clear Creek %
School Leadership 15,018 6% 18,241 6% 20,249 6%
Guidance and Counseling 8,356 3% 10,462 3% 11,271 3%
Social Work Services 394 0% 341 0% 716 0%
Health Services 3,000 1% 2,830 1% 3,197 1%
Student (Pupil) Transportatior 10,510 4% 12,878 1% 11,141 3%
Food Service 66 0% 0 0% 298 0%
CoCurricular Activities 6,555 3% 4,977 2% 7,363 2%
General Administration 5,949 2% 12,879 5% 6,877 2%
Plant Maintenance &
Operations 28,764 12% 27,089 9% 29,294 9%
Security & Monitoring Service! 2,465 1% 5,474 2% 3,473 1%
Data Processing Services 4,578 2% 3,675 1% 7,226 2%
Community Services 283 0% 467 0% 109 0%
Facilities Acquisition &
Construction 0 0% 151 0% 0 0%
Fiscal Agent/Shared Services
Arrangement 0 0% 50 0% 651 0%
Alternative Education 0 0% 75 0% 0 0%
Payment to Tax Increment
Zone 0 0% 450 0% $0 0%
Intergovernmental Charges 1,323 1% 1,200 1% 2,225 1%
Other Uses/NorDperating
Expenditures $0 0% $0 0% 4,400 2%
Total Expenditures $247162 100% $299,146 100% $325,822 100%

Source: LCISD and Peer Fiscal Year 2017 Budgets, February 2017.

WhencomparingLCISD and peer costs by obj@ayroll costs represent the highest expenditure for LCISD and the

peer districts. Payroll costs compri8épercentofLCISD& (201 f 06dzZRISGSR SELISYRA (dzNB &
Spring ISD@nd Clear Creek 1808 LJF @ NRf £ O2 & (0 & hd2oMllEeied exyenditutd®NOISy . 2 F
Oz2ada FTNB GKS Yz2ad arA3ayATAOryd O2Y LI pekghiiof tRefotal LCESDK 2 2 f
and its peers are within this rangéxhibit -3 summarizes Fiscal Year 2017 budgeted expenditoyasbject for

LCISD and the peer districBbject describethe type of expenditure.

Exhibit7-3
Fiscal Year 2017 Budgeted Expenses by Object
LCISD and Peer Districts (In Thousands)

‘ ’ LCISD ‘ ‘ Spring ‘ Clear ‘ Clear Creek
LCISD % Spring % Creek %
Payroll Costs $207,709 84% $260,632 87% $280,044 87%
Contracted Services 23,095 9% 23,076 8% 22,734 7%
Supplies and Materials 10,653 5% 9,867 3% 12,191 4%
Other Operating Costs 4,865 2% 5,222 2% 6,388 2%
Capital Outlay 841 0% 348 0% 64 0%
Total Expenditures $247,163 100% $299,145 100% $321,421 100%

Source: LCISD and Peer Fiscal Year 2017 Budgets, February 2017.
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ORGANIZATION CHARA RJNCTIONS AND SHIAKS
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reports to the superintendentin addition to financial management, purchasing, and warehousing functions, the

CFQalso overseefood service and stud# accountingFinancial management functions under tBE@ a 2 GSNAR A IK G
include budgeting and financial reportinggayroll, accounts payable, grants accounting, student activity funds, cash
management, and investmentShe CFO also has a role in bond plagndebt management, and supports

management of the sefunded health plan. The Finance and Budget & Treasury Departments also assist in

monitoring and operating the plan.

With respect to financial management functionsetCFChas an administrative assant andthree financerelated

direct reports Exhibits 7-4 and 7-5 presentthe organization of th&Business DepartmenThe organization charts

only showfinancial management function&xhibit 7-4 presentsthe Financeorganization Exhibit 7-5 presentsthe

Purchasingaind Budget & Treasurgrganization Exhibit 75.1 presents the food services and student accounting

organization, which are also under the supervision of the CFO. However, in Chathrs report a

recommendation is being made move Food Services to Operatiohitherof the organizatiorcharts below

include risk management functioms LIN2 LISNJie@ OF adz-f 6@ FyR 62NJ] SNna O2YLISyal
althoughconsidered financial management functions for purposes f thview,are under the HumamResources

Department organization.

Exhibit7-4
Financial Management Organization
Finance

Chief Financial
Officer

Administrative
Assistant
Director of
Finance

T
. : . Payroll Staff Accounting Specialist Accounts Payable|
Assistant Finance Directo Manager Accountant Federal/State Programs Coordinator
1 adminstrative assistant
1 accounting resource cler| L I—
1 payoll specialist 3 accounts
2 payroll clerks payable clerks

1 part-time payroll clerk

Source: LCISD Administration, February 2017.
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Exhibit7-5
PurchasingBudget & Treasurydrganization

Chief Financial
Officer
Administrative
Assistant
Purchasing and Budget &
Materials Manager Treasury Office
| | | | 1 | | | } L
- - - Budget Analyst
Clerk Manager Specialist
Il Warehouss
manager

=1 2 Receiver

- D Drivers

Source: LCISD Administratiorsebruary 2017.

Exhibit 75.1
Food Service and Student Accounti@yganization

Chief Financia
Officer
1
| 1
Director Food Administrator
Service Student Accounting
| Administrative StudentAccountin
Assistant Specialist

= ASsistant Directo

District
Coordinator

240 managers
and kitchen staff

Source: LCISD Administration, February 2017.
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The Business Department has.5full-time equivalent staff and &iscal Year 2017 Budgetagfproximately
$2.4million as showrin Exhibit 7-6.

Exhibit7-6
Fiscal Year 2017 Business Department Budget & Staff
Warehouse &

Budget & Finance & Property
Description Treasury Purchasing Payroll Management
FY 2017 Budget $373,934 $159,943 $414,194 $1,033,626 $383,934 $2,365,631
ORGANIZATION CHARRBEF COUNT
Chief Financial Officer
(CFO) 1 1
CFO Admistrative
Assistant 1 1
Director Finance 1 1
Administrative
Assstant-Finance 1 1
AssistanDirector
Finance 1 1
PayrollManager 1 1
PayrollSpecialist 1 1
Payroll Clerks 25 25
Staff Accountant 1 1
AP Coordinator 1 1
Accounts Payable
Clerks
AccountingSpecialist 1 1
AccountingResouce
Clerk 1 1
Purclasing& Material
Manager 1 1
Purchasing Clerk 1 1
Assistant Purchasing
Manager 1 1
Warehouse Manager 1 1
Receives 2
Drivers 5 5
Buyer 1 1
Furniture Fixtures &
EquipmentSpecialist 1 1
Budget & Treasury
Officer 1 1
Budget Analyst 1 1
Total Staff 2 2 5 14.5 8.0 315

Source: LCISD FY 2017 Budget and Business Department Organization Chart, February 2017.
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BEST PRACTICES

Best practices are methods, techniques, or tools that have consistently shown positive results, and can be
replicatedby other organizations as a standard way of executing weldted activities and processes to create

and sustain high performing organizations. When comparing best practices, similarity of entities or organizations is

not as critical as it is with benclarking. In fact, many best practices transcend organizational characteristics.

McConnell& Jones LLPor the review team)dentified 23 best practices against which to evaluate fireancial
management functionsf LCISDEXxhibit7-7 provides a summary of these best practices. Best practiced tDe8D
did not meet resuled in observatiors, whichare discusseth the chapter. However, atibservationdn the chapter

are not necessarily related to a specific best practice

Best
Practice
Number

Exhibit7-7
Summary ofBest Practiceg Financial Management

Description of Best Practice
Use a website as a means of communicati
financial information to citizens and other
interested parties.

Explanation
[/ L{5Q&a 6So0aAiusS |
http://www.Icisd.org/departments/busi
nessoffice/budgetandtreasuryoffice
provides purchasing, budget, debt, ang
tax information.

2. Establish a budgeting process that provide Campus staff enter their own budgets
principals the flexibility and discretion to the Munis systenand can review and
allocate resources (people, time, and monitor them. Campuses manage their
Y2ySeo | O0O2NRAy3 (2 budget line items and can initiate

budget transfers with central office
approval and oversite.

3. Link budgetedpending priorities to a long LCISD does not link spending priorities
range strategic plan that defines goals, to board initiatives or a longange
objectives, and initiatives established by th strategic plan. Currently the budget
governing board. pNE OSaa o0dzAf Ra 2y

budget with some flexibility for making
adjustments within established
parameters.SeeObservation7-1

4. Prepare a budget document that achieves TheRA A0 NRXR OG Qa 06 dzR3 Y
goals established by the Government not provide information about how the
Finance Officers Associatidncorporates a budget was developed, the inner
longterm perspectivelinks to workings of the districtor how the
organizational goals established by the 0dzRIASEG FAGA A y-énd
governing boargfocuses decisions on shortterm strategic objectivesSee
results and outcomesandserves as a Observation7-2
communications device and source of
AYTF2NNYEGA2Y Fo2dzi 0
workings.

5. Distribute abudget calendar and written At the beginning of each calendar yea

budget instructions that provide an
overview of the budget process as well as
budget preparation tools such as templates
and specific linstem instructions for certain
budget items.

the CFO issues budget preparation
materials to campuses and
departments. The packeontains:(1)
General Tips for Budgeting; (2) Budge
Planning Calendar; (3) Tips for Accour
Coding; (4) Funding Allocations; (5)
Procedures for Munis Budget Entry; ar
(6) Budget Planning Worksheets
available in Munis.

m McConneLL & Jones Lip
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Best

Practice
Number Description of Best Practice Explanation

6. Document accounting policies and [/ L{5Qa4 .dzaAySaa
procedures. Advances in technology have documented policies and procedures
made available more effective methods thg are fragmented and inconsistent. The
a hard copy manual. The policies and department lacks formal,
procedures should be updatgzkriodically. comprehensive policies andqredures
Periodic reviews should be updated in the manualthat describe how all critical
documentation promptly as they occur. financial and accounting related tasks

are to be performed and that have
process for keeping the policies and
procedures updatedSeeObservation
7-3

7. Use performance measures to manage the Accounts Payable staff do not use
accountgpayable function through metrics performance measures to manage the
such as payment efficiency and discounts accounts payable function. Activities
taken. and tasks are transaction based with n

strategic focus on efficiency or process
improvement.SeeObservation7-4

8. Convert paper invoices to electronic forma The accounting resource clerk date
via scannings soon as they arrive in the stamps invoices upon arrival in the
Accounts Payabledpartment. Once Accounts Payabledpartment and
scanned, enter thénvoicesinto automated distributes them to the responsible
workflow so thatpaper invoice arereduced accounts payable clerk. Accosnt
or eliminated. payable clerks send the original

stamped, markeeup invoice to the user
for approval.SeeObservation7-4

9 Student and campus activity funds should 1t 0K2dAK [/ L{5Q4
subject to strong internal control accounting system providdmsic
procedures using a financial accounting accounting functionality such as cash
system that facilitates transaction recording receipts and disbursements, general
reporting, and analysis. ledger, and rudimentary reporting, it

lacks the functionality of modern
accounting and bookkeeping
applications. Moreover, school
secretaries handle more than $2 millio
in canpus and student activity funds
with little oversight or internal control
SeeObservatiors 7-5and7-6

10. Strive to pay 100 percent of employees The district does not have a plan

electronically. encouraging 100 percent direct payroll

deposit participation. Although 96
LISNODSyG 2F [/ L{5Q
their pay through direct deposit, the
district does not have a plan tequire
all employees to use direct depit. See
Observation7-7

11 Use innovative banking technology to LCISD does not use remote deposit

optimize cash flow, maximize investment
returns, and streamline cash management

capture technology to streamline bank
deposits and improve cash
management through faster check
cashing SeeObservation7-8
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Best
Practice
Number

Description of Best Practice

Explanation

12. Streamline the payroll process by using Employees eitheclock in and out using
electronic devices to capture time worked time clocks strategically placed at their
and integrated systems to account for work location or they can log into the
employee leave accrued and taken. system from their desktop and enter

GKSANI GAYS F2N 0K
process for identifying and tracking
employee leave and absences is
manuaft & Ay GSyargsSs
timekeeping system requires upgrades
to strengthen internal controls and
eliminate the need for manual data
entry. SeeObservation7-9

13. Procedures exist to ensure timely collectio The district hd $331,343employee and
of outstanding accounts receivable and to facility rental accounts receivable
minimize uncollectible accounts and write outstandingas of January 31, 20Hue
offs. to poor processes and control$he

district has not hired a collection ageng
to recover the receivableSee
Observation7-10

14. Establish processes for inventorying capita LCISD does not have an effective capi
assets and textbooks on a periodic basis assets management process to tag an
and ensure that such assets greperly inventory fixed and controllable assets
accounted for and safeguarded. In addition, the district does not use th

full capabilities of its automated
textbook invenobry systemSee
Observatiors #11and7-15

15. Implement a districwide safety program to LCISD does not have a distridtle

NBRdzOS ¢2NJ] SNRa 0O2Y safetyawareness antraining program
t2 YAYAYAT S 62N)] SN
claims.SeeObservation7-12

16. Centralize the procurement of goods and [/ L{5Q& LINRBOdz2NBYS
services to ensure consistent application o centralized. Users submit requisitions,
polidesand increase cost effectiveness. which are approvethrough workflow.

The purchasing manager provides the
final approval and converts the
requisition to a purchase order. The
buyer determines the best procuremer
method, worlswith users to develop
specificationsandfacilitates the bid
process.

17. Establish a contract management program The district does not have an effective
requiring a minimum threshold at which a contracts management process to
contract must be prepared, legal review of monitor contract compliance and
contracts to mitigate shortcomings or risks evaluate vendor performanc&ee
to which the entity may be subjected, Observation7-13
contract list, and periodic contractor
performanceevaluation.

18. Use commodity codes to classify goods to The district does not use commodity

facilitate procurement of materials and
supplies and to promote compliance with
aggregate purchasing laws.

codes to track expenditures or to
distribute responsibilities for approving
purchasing orders for select categorieg
of goods and serviceSeeObsenation
7-14
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Best
Practice
Number

Description of Best Practice

Explanation

19. Utilize an entitywide electronic purchasing Users submit requisitions, which are
module to capture and route purchase approved through workflow. The
requisitions along a préefined approval purchasing manager provides the final
pathway to issue authorized purchase approval and converts the requisition t
orders. Electronic workflow system provide a purchase order.
users and purchasing staffattime
information regarding the requests,
authorizations, and processing time.

20. Utilize cooperative agreements and LCISD participates in a number of
purchasing consortiums to maximize purchasing cooperatives including the
purchasing power and efficiencies. following examples, whicare not all

inclusive:

a Region 4, 6, and 20 Edudati
Service Centers

a Buyboard

a Harris County Department of
Education

a Department of Information
Resources

a Houston Galveston Area Council

a National Cooperative Purchasing
Alliance

21 Establish thresholds at which purchasing LCISD has established purchasing
staff is required to obtairompetitive bids thresholds, which ardocumented in
and quotes in order to receive the best the purchasing procedures manual as
value. Retain evidence of bidding results. follows:

Require purchasing manager approval for a4 Up to $1,00emost expeditious
items above a specific pidetermined dollar manner possible
amount. a4 $1,001$5,000at least onewritten
quotation
a $5,001$49,999three written
quotes
a $50,000 and aboveequires
Purchasing Department
involvement

22, Utilize the Purchasing Department to Purchasing Department staff facilitate
centrally manage the bid process for goods the procurement of goods and service
and services that are competitively bid. legally and efficiently at the best price
Involve the department user group to by helping campuses and departments
evaluate the bid proposals received againg develop specifications, researching to
the pre-defined bid criteria. Tabulate resultg find the best proctement method,
and reommend award to highest scoring facilitating the bid letting and
vendor. tabulation process, all with the goaf

keepingthe district incompliancewith
procurement lawsAlthough user
department staff may assist with
developing bid specifications, provide
technical guidance, anghrticipate on
the bid evaluation team, they do not
receive, open, or tabulate bids. These
activities are the exclusive domain of
the Purchasing Department.
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Best
Practice
Number Description of Best Practice

Explanation

23. Procedures exist for collecting, staging, an
disposing of surplus property in a manner

that maximizes the financial benefit to the

district.

The district uses an online auctioneer
service, similar to eBay, to sell surplus
property. Whenever campusésve
surplus property of which they wish to
dispose, the assistant purchasing
manager schedules a time for
warehouse drivers to pick up the
material from the campus and take it tq
iKS RAAGNAROGQA g4I

Source: McConnell &one$Review Team

m McConneLL & Jones Lip
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ACCOMPLEBMENTS

Excellence in Budgeting Initiative

ACCOMPLISHMENTA

LCISDparticipates in the Alliance for Excellence in School Budgeting (the Alliance), an initiative that will enable
the districtto enhance its budget process.

The Alliance is a group s€hool districts from across the United Statleat will be working together to implement

0Sad LINI OGAOSa Ay aOK22f RAAGNAOG o0dzRISGAY3I RSGHSE 2LISR
GFOA is a national organization based in Chiddigois that is committed to improving the financial practices of

governmental organizations. GFOA has developed a series of best practices in school district budgeting that outlies

steps to developing a budget that aligns resources with student achienegoalsin 2017, GFOA organized the

second cohort of school district participantind LCISD is in the second cohort. The two cohorts of the Alliance for

Excellace in School Budgeting includaliverse set of 71 school distsétom 27 states.

The man two requirements for a school district to become part of the Alliance are a desire to refresh its budget

process and the ability for active collaboration between the academic and finance functions. LCISD attended an

initial meeting in Chicago on Novembi2d, 2016. LCISRill use material developed by GFOA and will work

togetherwith GFOAluring Fiscal Year 281vith the goalto improve its budget proces&FOAnakessmall grants

to participants to support particular portions of the work. For example, &p&ysfor travel expenses to meetings

in Chicago and providd @2 dzOKSNJ F2NJ TNBS | 00S&daa (2 DCh! Qa ySég S[SIHI
school budgeting. The GFOA requires that both the finance director and the academic officer participate in the
group.Examples of benefits that othechooldistrict participantsreceived from thegprogram include the

following:

Lake County Schools (Florida®1,000 students
9 Strategic financigplan integrated with districtvide goals/strategies
9 Strategic financial plan used to overcome mutillion dollar budget gap
9 Strakgies/goals developed collaboratively and are resourced

Wylie Independent School District (Texas13,000 students
1 Entire leadership team developed a budget aligned with district goals
1 Board far more engaged
1 Resources used strategically
f Budgetprocessd€sNA 6 SR a + WoSIdziA¥TdAd GKAy3IQ o6& KSIR 2F |

)¢

DeSoto Parish School Board (Louisiagd),000 students

1 Budget transformed from not just a financial and legal document to midsémed, living plato
maximize student learning gains

1 Quality of budgetonversation has improved
1 Bond ratinghasalsoimproved duein part tothe new budgeting method

7-12 m McConnerr & Jones Lip
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Online Surplus Property Sales

ACCOMPLISHMENB
LCISBells surplus property onlineising a webbasedauction service similar t@Bay.

The district uses an online auctioneer service to sell surplus prop&ittgnever campuses hawseirplus property
of which they wish to dispose, the assistant purchasing mansgerdules a timéor warehouse driverso pick up
the material from the campuandtake it tothe R A & (i alelidiseati14411/3 Band RoadThe district uses this
warehouse tostore and stageurplusproperty for sale or disposal. The district uses the main warehoud®@a?
Ave las adistribution center for variousquipment andsupplies, including textbooks.

When the district is ready to conduct a surplus sale, warehouse staff organize the items by placing them neatly in
rows, wrapping them as appropriate, and palletizihgm. Once the district completes this task, taectioneer

takes pictures, assigns a unique identifier to the iseemd postshem on a website for the public teiew and
purchaseln addition, the items are available to any school th&hesto purchase them.

Once items are sold, the online auctioompany sends a copy of the paid invoice to the assistant purchasing
manager. The invoice is evidence that the itamge purchased and can be picked up by the custorfibeonline
auctioncompany marks each loff sold itemswith a designated numbefTheassistant purchasing managgroups
the items so when theustomerarrives, the items have been prepared, staged, and easy for the customer to take
possession.

The auctioneer sendse district aBidder Summarywhichlists the buyer, items purchased, picand invoice
number. When the buyer takes possession of the items, they sign the Bidder Summary to indicate that the items
have been picked uexhibit 78 shows & excerpt from the Bidder Summary

Exhibit7-8
Excerptfrom Bidder Summary

tATARcs; Online Auction Bidder Summary
Lamar Consolidated Independent Auction #912 - 10/21/2016
1441 1/3 Band Rd ,

Rosenberg, TX 77471
(832) 520-7415

2007 ../ Rolando Velasquez - ID: landovi2 - (210) 214-1839 Bid Total:
Lot # Description Mo FieH UK Ext. Price Invoice / 7 20
Ho/OM /31 (Lot) Computer Equipment & Misc. iu_u,f) \MMM A4 240.00
130 ‘a1 (Lot) LCD Projectors u/ }( “ - 700.00
A1
2011~ Juan Manuel Salva - ID: elbotilliro - 832-275-0667 , Q\W\}\ \ ) Bid Total:
Lot # Description Ext. Price Invoice /726
& 3
28 (Lot) Carts & Misc. W 0d lO 65.00
794 (Lot) Cart, TVs, & Misc. T 29V, Gom LT 29 32.50
2016 ./ Silvia Cardenas - ID: scardenas - 281-793-6174 [Madon U ovnad — Bid Total:
Lot# Description Ext. Price Invoice | 727
~ 77 (Lot) Stack Chairs WL 80.00
/78 (Lot) Student Chairs 27.50

Source: LCISCPurchasing Departmentebruary 2016.
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Qustomers pay the onlinauctioncompany whichsendsthe district a check fothe items sold less commission.

¢KS RAAGNAROGQA Y2ad NBOSyUl FdzOiAaz2y 2 00dBXNBROpreseriss SSy h O
the November 201@nline Auction Settlement statement and indicates proceeds to the district of $7,77¢h8&0.

name of the onle auction company is redacted.

Exhibit7-9
Online Auction Settlement Stament
S
A Online Auction Settlement
|:;‘e|(:|§tn/ Settlement: November 15, 2016

To: Lamar Consolidated Independent School District
Michele Leach
4701 Avel
Rosenberg TX 77471

Regarding: Lamar Consolidated Independent School District - Rosenberg, Texas

Total Surplus Sold: ‘ 9,825.00
Less % Commission (1,768.50)

Net Inventory Adjustments |

Net Seller Adjustments (282.20)
" Commission + Adjustments B (2,050.70)
| Sales Tax - Commissions : |

Sales Tax - Inventory Adjustments

Sales Tax - Seler Adjustments ' |

Total Sales Tax !

Pa.ymeﬁts ‘

| Net Balance | 7,774.30

Source: LCISD Purchasing DepartmeRgbruary 2016.

Many school districts around the countimge live auctions tsell surplus property However, theonline auction
system used biCISDepresents a novel, 21st Century approach to the sale of school proddrity system makes
the experience easy and efficient for botthe district and the buyer. It is similar &Bay a popularonline auction
marketplacethat brings millions of people together to buy and sell goods and services.
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DETAILEDBSERVATIGN

Link Budget to Strategy

OBSERVATION1L

LCISD does not link spending priorities to board initiativestora longrange strategic plan. In fact, the district

does not have a strategic plan.

[ dZNNByiGfte GKS
within established parameters.

0dzR3S

Budget development begins in January wdttveloping and publishing tHaudget calendar, which is presented in

Exhibit 710 on the following pagédor Fiscal Year 2012018.
Exhibit 710

Budget Calendar

JANUARY ‘

1 Develop budget calendar

1 Review and file 2028016 Annual Financial ReporAFR
throughTexas Student Data System (TSDS)

Review and file 2022017 adopted budget through TSD
Review position control

Begin accumulating data for special allocations
Provide budget calendar for 2022018 toboard for
information

1
1
1
1

FEBRUARY ‘

1 Update and distribute budget materials to principals ar
budget managers

1 Follow up with budget meetings witbrincipals and
executive directors

1 Refine budget assumptions

1 Prepare salary studies and cost projections

1 Develop initial revenue and expenditure projections

M  Assess current year budgetary status

1  Enter budgets into MUNIS by campuses/departments

1 Central Office review and evaluatiofh data entered by
campuses/departments

1 Superintendent/CFO (and other designated individuals
meet with principals/department heads to discuss
budgets and instructional processes

Refine budget assumptions

Prepare salary studies and cost projections

Develop initial revenue and expenditure projections
Assess current year budgetary status

Enter budgets into MUNIS by campuses/departments

=A =4 =8 =8 -8 - -4

instructional processes

LINE OSaa

1
1

1
1
1
1

MARCH AUGUST

= —a —a —a —a -9

APRIL

Central Office review and evaluation of data entered by campuses/tepats
Superintendent/CFO (and other designated individuals) meet with principals/department heads to discuss budgets

odzAf Ra 2y

JUNE

Refine budgets as necessary

Review district/campus plans and alignment with
preliminary expenditure budgets

Refine salary/benefit cogirojections

Receive revised property values from Fort Bend Count
Appraisal District (FBCAD)

Conduct board workshop for budg&ession #1

JULY

Board workshop for budge$ession #2

Receive certified property tax values from FBCAD
Refine revenue/expenditure budgets (all)
Calculate estimated actual and rollback tax rates

Final revenue/expenditure budget adjustments
Refine all tax rate calculatisn

Board workshop for bdget (Session #3)

Board workshop for bidget (Session #4, if needed)
Budget notice/hearing/adoptionbpard of tustees)
Tax ratenotice/hearing/adoption (board ofruistees)

(i KafustrhaN® @A 2 dz&

Source: Budget &Treasury DepartmeRebruary 2017.
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Once theboard adoptsthed dzZR3 S | yR GFE NI} 0S3 GKS FAYyLFf oaopbSid Aa
the districQ & 0 dzR Adslél availablé to Aainpusesd departmentgor spending.

The district needs a strategic plan as well as a means of linking spendintigsrio the longrange strategic plan.
A wellplanned strategydriven budget process can offer an efficient and effective means for the district to allocate
resources on a cogienefit basis.

Galena Park ISD agrates its sitebased decisiomaking pra@esses with longerm enrollment and facility

planning to drive budget andecisionmaking In a 2000 Inc. Magazine article about budgeting best practices, a

now defunct multinational accounting firm mvided insights into howo createbudgetto-corporate strategy

links The firm foundthatt O2 YLJ- y A Sa GKFdG LI & o0Sad LINI OGAOSa FTAYR
¢2L) YIFEYyFrASYSyd Ydzad dG11S GKS € SIFR Ay BeSudSlieduddey 3 | YR
expresses how resources Wil allocated and what measures will be used to evaluate progress, budget

development is more effective when linked to overall corporate strategy.

LCISD should develop a lar@gnge strategic plan that involves all stakeholders emohmunicate the plan

LJ2

i K
02

throud K2 dziT GKS RAAGNAOG a2 GKIFG ff SyLft28SSa dzyRSNaGI YR

development period, the district should link its spending priorities back to the strategic plan so that it is clear how
the district allocatesesources to achieve strategic objectives.

RECOMMENDATIONL7

Link the annual budget to longerm strategic planning initiativeonce the district prepares such a plan.

FISCAL IMPACT

This recommendation can be implemented with existing resources.

ANTICIPATING TOMORROW

Developing a longange strategic plan is critical to the district being able to manage future growth effectively.
Linking spending priorities to the strategic plan will enable the district to anticipate and prepare for the financial
pressures that are sure to arise in a fgsbwth district. Planning is an activity the district must master over the

O2YAy3 &SI NA®D® LYO2NLIRNI GAYy3a FAYIYOALE O2yaARSNI GA2Ya

success.

Budget Presatation

OBSERVATION2

The district does not prepare a budget document that is useful as a communications tool andrdsanced
financial plan.

lf 0K2dzZ3K GKS RAAGNAOG LI NGAOALI GS& Ay DCh! Qa 'ffAlyOS

improve its budget process, thiistrict could enhance itbudget presentation to provide additional information

about how the budgetwaB S @St 2 LISRZ GKS AYYSNI g2NJAy3Ia 2F GKS RAAGNR

long and shortterm strategic objectives. Although the published budthet district posts on itsvebsite meets
basic legal requirements, it is not sufficient asoanmunications tool to educate and provide the public with

RSSLISNI AyaArAdaKid Ayd2 GKS RAAGNAOGQA 2LISNIGAZ2YyEA YR LINRX 2

A budget can be more than just a financial plan. A budget can have additional purposes such as a communications
device, a policy docunmt, and a financial plan. In fact, budgets are most useful and effective when used as a
means for both the district staff and the communitylatge to understand the inner workings of the district. The

RAZGNROG KI& Fy 2LILJ2 Nietnddeticemmiirgcatés ivi§at i€ betind and BejioRdNiEE ¢ 6 K Sy

numbers.
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Since 1906, the GFOA has existed to enhance and promote the professional management of governments for the
public benefit by identifying and developing financial policies and best practicepramoting their use through
education, training, facilitation of member networking, and leadership. The GFOA offers several awards for
excellence in financial reporting.

The Association of School Business Officials (ASBO) is another organizatioonrtfaeprexcellence in the form,
content, and presentation of budget documents through budget award programs. While the district has been
g NRSR ' {.hQa /SNIATFTAOIGS 2F 9EOSTtIckyl BBinessyOfficalsy | y OA | £
(ASBOMGSNY I GA2yFf F2NJ GKS mMc &0GNIAIKEG @SINEX AG KlFa yS@s
The primary difference between the ASBO and the GFOA programs is thatlaS&ted itgrogram specifically
for school districts, whereas GF@@ésignel itsprogram for any governmental entity. These programs establish a
number of criteria for exemplary budget documents and provide certification awards to governmental entities
whose budget documents meet the criteria. Many school districts across tharmgouse the criteria to apply for
0KS 61 NRZ o0dzi &a2YS dzaS Al YSNBE& (2 AYLINR JSExiibik SA NI 0 dzR:
7-11LINBaSyia aStSOGSR alyLit Sa 2F ONAGSNALF FTNBY !'{.hQa YS
Exhibit 711
'{. hQa aSNARG2NA2dza . dzR3ISG ! g NRa t NBINI Y /

INTRODUCTORY SECTION
I Contains an Executive Summary that tells the budget story in narrative, numeric, and graphic form.
1 Includes a listing of board members and filstel administrative personnel.

ORGANIEZTIONAL SECTION

1 Provides detailed demographic information about the district including, level of education provided,
geographic area served, and number of schools and students.

I Presents an organizational chart, mission statement, and goals and objectives.
1 Provides a discussion of forces that drive the budget process, such as policies and regulations.

FINANCIAL SECTION
1 Describes extent to which capital spending affects current and future operating budgets.

1 Includes data on current debt obligations and déses the relationship between current debt levels and
legal debt limits.

INFORMATION SECTION
1 Explains underlying assumptions for each major revenue estimate.
Discusses significant trends in major revenue categories.
Presents assessed and market properjues.
Presents property tax and collection rates.

= =4 -4 -

Provides performance measures for three years.
1 Presents student enroliment and personnel information.

Source: ASBOO6s Meritorious Budget Awards Program Criteria Lo
http://asbointl.org/asbo/media/documents/learning/Awards/MBA/NIBAcklistv-2. pdf

Sections 44.002 through 44.006 of the Texas Education Code establisgahbasis for budget development in
school districts. In addition, the Texas Education Agency has developed requirements for school district budgets.
The following are the minimum requirements related to budget presentation:

A summary of the proposed atdR 2 LJG SR 06 dzZRISG A Ydzald o6S LRRAGSR 2y (KS

1 The website must prominently display the electronic link to the adopted budget for three years after
adoption.

m McConnerr & Jones L 7-17



http://asbointl.org/asbo/media/documents/learning/Awards/MBA/MBA-Checklist-v-2.pdf

CHAPTER LAMAR CONSOLIDATE
FINANCIAL MANAGEMENT INDEPENDENT SCHOOSTRICT

T ¢KS 0dzZRISEG &adzYYlI NBE Ydzad Ay Of dzRS | O2 Yidihfdidatior y (2 G K S
relating to perstudent spending.

1 The budget should present expenditures by the following functions: Instruction, Instructional Support,
Central Administration, District Operations, Debt Service, and Other.

1 Budgets for the General, Food Seey and Debt Service funds must be included in the official district
budget.

Many Texas school districts recognize the benefits of a comprehensive hudgentation, have consistently
appliedforl YR NBOSAGSR ! {. hQad aSNA 2NN dzh QAdz@BSE ANSEZNIG ¢ CE:
received its budget award for Fiscal Year 200%6.

RECOMMENDATION27

Produce an award winning budget document for Fiscal Year 2019 and beyond thereby demonstrating a
commitment to financial accountabilitytransparency, and stewardship, and apply for the GFOA ‘ardASBO
budget awards. If the awards are granted, publish them on the distfigiebsite.

FISCAL IMPACT

{.hQa LW AOIGA2Y FSSa IINB olaSR 2y Isreefuafomdld aol £ S |
funds is between $200 million to $1 billioBince LCISDasmember of ASBO and GFOA, apglication fee for

''{. hQa aSNJ {eadwdulddesl, 1dIRet Fedrwhile fee forGFOR A 5A A0 Ay IdzA aKSR . dzR3S
Presentation Awardvould be$550per year.If the district applied for Fiscal Year 2019, #mual costvould be

$1,660 ($1,110 + $550Application feesvould berequired eachime the district submits a budget for review

which the recommendation assumes would be at the beginningiscal Year 2018. Therefore, the fgear fiscal

impact would be $6,640 ($1,660 x Fhere are no travel costs associated with this achieving this award. All

requirements can be satisfied locally.

ANTICIPATING TOMORROW

As the district grows, its fances will become more complex and difficult to understand by the average reader. A

budget document that serves not only as a financial plan but also as a communications tool can be useful to help
students, parents, and community members understand thé&ridisand its administration and operations.

Establishing a goal to receive GFOA/and { . h 6 dzZRISG | 6+ NR&a SOSNEB &@SIFNJ gAfft Sy
document is of high quality and useful for communicating the inner workings of the districts adtetd) the
RAAGNAROGQAa adGl {1 SK2f RSNA 2y G(GKS RAAGNAOGQ&A &aLISYRAY3I LINA:

FHnancialManagementPolicies &Procedures

OBSERVATIONS

[/ L{5Q& .dzaAyS&aa 5SLINIYSyYyd tFr0O1a I F2N¥YI defrib€shdnWINEK Sy a
to perform critical financial and accounting related tasksd that is kept updated as procedures change

[/L{5Qa .dzAaAySaa 5SLINIYSyYy(d O2yaaAiairafer@dto as hedRidideds T dzy O A ;
Office), Finance Department, Purchasing & Warehouse, Budget & Treasury, Food Service, and Student Accounting.

The review team did not consid€ood Service and Student Accountfogpurposes of this observatidmecause

they are addressed in another chapter ofdeport. Each of these areas perform critical financial management

activities on behalf of the district. Therefore, it is critical tha district documenkey procedures, tasks, and

routinesrelated to thesefunctions to preserve institutional knowlee.

Updated policies and procedures are critical components of a strong system of internal controls. Without a formal
system of policies and procedures, district employees may not know or understantbhpracess aiven
transactionor what district polty appliesn a given situation. This lack of knowledge could lead to noncompliance
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with district policy, violations of state and federal law, and confusion and inconsistency in how transactions are to
be processed.

The Committee of Sponsoring Organizat®f the Treadway Commission (COSO) is a joint initiative of five private

sector organizations in the auditing and accounting industry. COSO provides guidance and thought leadership to
businesses in all sectors of the economy throdghielopingframeworks and guidance on enterprise risk
YIEYylF3SYSyias AyGaSNylrt O2yidNRBtX IyYyR FNIdZR RSGISNNByOSod Ly
LYGSaNIr¥iSR CNIYSg2Nl £ /h{h adlritdSa GKS F2ff aemaly3 oAGK |
control:

G/ 2yaNRt FFOGABAGASE INB GKS | OGAz2zya SadloftAaKSR (KNRdz3|
RANBOGA®SaE (2 YAGAIFGS Nrala (G2 GKS I OKASOSYSyid 2F 2062
activitiesi K2 N2 dzZa K LI2f AO0OASa (KI G SadlrofArak ¢KIFIG Aa SELISOGSR |

Some functions within the Business Department have developed general procedures; however, as a whole,
documented procedures are informal and fragmented as destr@ted inExhibit #12.

Exhibit7-12
Overview of Business Department Policies and Procedures

Area Existing Policies & Procedures

Business Office 9 This is the office of the CFO that handles financial activities not done by the other
departments under the CFO such as the miscellaneous activity fund, employee trg
insufficient fundcorrespondence, and contractShe CFO also advises the board anq
suwperintendent on various matters, provides guidance and support to other
departments, and has lonagrm financial planning, forecasting, bond planning, and
debt management responsibilitieBrocedures governingctivities performed out of
the Business Officare fragmented.

AccountsPayable 1 No written procedures other than fragmented informal documentation of the payakl
process and the Munis financial system manual

Payroll 9 Informal desKevel procedures exist that were compilegt one of the payroll clerks
related tothe positionQ jab duties

Accounting (cash 9 Informal documents exist on donation policies, administrative regulations on trave

and investments, and petty cash.

student activity

funds, financial 1 Astudent activity fund manual exists to administer student activity funds

reporting)
Purchasin_g & 1 A comprehensive purchasing manual extbiat waslast updated September 2015
Warehousng 9 P-Cardprocedures exist

1 Textbook manuals exisbvering district and campus textbook management and
inventory procedures

1 There is a warehouse manual, but it does not reflect what the warehouse currently
does and is primarily a series of Munis screenshdtsics include how to add an
inventory item,how to create pick tickets, and how to make adjustments to invento
items, but the warehouse no longer stocks inventory but now serves @eaiestaging
area and delivery hub.

Budget & Treasury | § Memorandum of Budget Preparation Materid?sovides overvie of currentyear
budget process and lists the budget preparation materials below

a Budget Calendar shows critical dates and budget activities

a Tips for Account Coding provides instructions for coding budget amounts
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Area Existing Policies & Procedures

a General Tips for Budgeting providasdget allocations for various costs not included in t
per pupil allocation such as maintenance fees, piano tuning, leased copiers, and band
instrument repair

a Per Pupil Funding Allocatians
a Procedures for Munis Budget Entry
Source: Interviews and Idtl Data Request

Without a formal, uniform system of policies and proceduaes a process for keeping them updatedCISD lacks

an effective tool to preserve institutional knowledge and to train and ctoais staff. Moreover, if knowledgeable,
longtenured employees leave the school district or are unable to perform their duties, institutional knowledge of
how to perfom critical tasks could be lost.

The Texas Association of School Business Officials (TASBO) is an independent, not for profit ptofession
association. It supports-K2 schools and their business and operations professionals by creating a forum for
exchanging ideas and sharing information about Texas school business operations. TASBO has produced a
template for the development of schoolddrict policies and procedures. The template provides sargpiguage
for various processes such as account codes, budget adoption, budget transfers and amendments, cash
management, fundraising activities, payroll procedures, and a host of other finafated topics.

The TASBO templateoupled with the fragmented procedures that already exisiuld be useas a starting point

for the district to develop a formal, comprehensive policies and procedures manual and management system.
Effective policy and procedures manuals provide detailed steps, screen shots, and specific instructions on how
critical tasks arelone. Not every discreet task infanction can be illustrated to thenost granulatevel of detail.
However, it is essential that the critical processing steps for the most important areas are enumerated and
explained in detail. Moreover, effective pgliand procedures management requires a methodology for keeping
the policies and procedures manual current.

RECOMMENDATION37

Use the TASBO policies and procedures template as a starting point to develop a formal, comprehensive policies
and procedures manal that describes how critical financial and accounting related tasks are to be performed,
and implement a process to keep the manual updated.

FISCAL IMPACT

This recommendation can be implemented with existing resources.

ANTICIPATING TOMORRO

Over the next 10 years, as employees age,temgired employees will leave the district througksignation,
involuntary departure retirement, or death. Institutional knowledge resident in these employees will be lost if it is
not organized, documentednd codified in a useful manner. As the district grows, financial management
processes will become more critical and complicated. Developing and maintaining comprehensive policies and
procedures is necessary to document policies, procedures, and pradiidgaswill also provide a foundation for
training future employees who will be taking the place of those who leave the district.

Accounts Payable Process

OBSERVATIONA
[/ L{5Q{ I O02dzy(ia LldllyintedsieandidsBcO.aa Aa Yl ydz
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Theaccounts payablprocess generateargevolumes of papebecause CISD has not maximized the capabilities
of its accoun$ payable ystemor implemented best practices such as electronic presentment of vendor invoices,
direct deposit, electronic documentamagement, paperless electronic workfloand electronicthree-way match
Staff who usehe RA & i N&X Ol Qa asydtghireduiré idddgveayainihg/fdgive them the confidence to rely
on the systenrather thanon paperbased systemsprocessesand methods.

The accounts payable staff consists of a coordinator and three accounts payable clerks. The accounts payable
coordinator has been with the district for 17.5 years spending 8.5 years as accounts payable coordinator. Before
becoming coordinator, thendividual was an accounts payable clerk. The three clerks have been with the district in
their current positions fonine, nine and onehalf, and 11 years.

Between Fiscal Years 202816, these individualprocessed an average approximately42,500 ivoices per
year.During Fiscal Year 201hrough December 2016, tigdhad processed 27,109 invoic&xhibit 7-13 presents
invoices processednd their valudor Fiscal Years 2022D16and Fiscal Year 2017 through December 2016.

Exhibit7-13
Invoices Processed
Fiscal Years 2012017 through December 2016

Fiscal Year ‘ Number of Invoices ‘ Amount
2014 39,705 $117,376,019
2015 41,599 $197,557,733
2016 46,326 $177,884,411
*2017 27,109 $104,259,114
Total 154,739 $597,077,27
Averageper Year 20142016 42,543 $164,272,721

Source: LCISD Business Office, February 2017.
*Through December 2016.

Exhibit 7-14 provides a summary of key accounts payable processing procedures and evaluates the efficiency of
each procedure.

Exhibit7-14
Accounts Payable Process
Inefficient
Processing Step Procedure? Evaluation
1. User has a need No
2. User entergequisition into Munis system No
3. System routes requisition through electronic workflow No
for approvals
4. Purchasing manager approves tteguisition and No
converts it to a purchase order
5. Purchasing clerk prints and distributes purchase orde Yes Printing the purchase ordesa
as follows: reversion to papeibased, manually
a. user yiainteroffice mail and email) intensive processes while the
b. accounts payablev{ainteroffice mail) advantages and efficiencie$ electronic
c. warehouse (hand delivered, same location as workflow areabandoned
Purchasindepartment)
d. vendor (either faxed, emailed, or sent by the user
depending on specific circumstances)
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Inefficient
Processing Step Procedure? Evaluation
6. Accounting resource clerk date stamps the purchase Yes Date stamping and distributing paper
orders upon arrival in thAccounts Payable purchase orderglready in the system in
Departmentand distributes them to the rggnsible electronic form is unnecessary
accounts payable clerk inefficient, and a reversion to paper
based, manually intensive processes.
7. Accounts payable clerks file paper copy of purchase Yes Maintaining paper files gburchase
order in file to await the invoice orders already in the system in
electronic form is unnecessaand
inefficient.
8. Vendor delivers goods or performs services and send Yes Mailing rather than emailing invoices to
paper invoice to accounts payable accounts payable creates unnesasy
paper, slows the paymenmgrocess and
risks lost invoices.
9. Accounting resource clerk date stamps the invoices Yes Stamping and distributing paper invoice
upon arrival in the department and distributes them to mailed to accounts payabls wasted
the reponsible accounts payable clerk effort. Emailed invoicesould be date
stamped and routed to the assigned
accounts payable clerk automatically.
10. Accounts payable clerks makeapyg of the invoice and Yes Relying on the purchase order in the
attachit to the purchase order in the file system andusing emailed invoices would
make this inefficient step unnecessary.
11. Accounts payable clerks stamp the invoice copy with Yes Using emaild invoicesand not sending
a0l YL GKIFG &l @ & xalodglwighfthRe ¥ original invoices to users for approval
current date would make this inefficient step
unnecessary.
12. Accounts payable clerks stamp the original invoice wi Yes Using emailed invoices amiminating
F adlF YLl GKFG aleaz a4 F h sending original invoices to users for
approval would make this inefficient
step unnecessary.
13. Accounts payable clerks perform the following on the Yes Accounts payable clerks perform these
originalinvoice: steps because the original invoice is ser
a. Highlight the purchase order number to the user for approval. Allowing users
b. Circle the remit address to approve and provide evidence of
c. Circle thénvoice numbeand invoice date receipt of goods and seiaes through
d. Stamp a signature line on the invoice the system would render these steps
unnecessary.
14. Accounts payable clerks send the original stamped, Yes Sending the invoice to the user is a
markedup invoice to the user for approval reversion to papeibased, manually
intensive processes while the
advantages and efficiencies of electroni
workflow are abandoned. This step also
increases the risk of lost invoices and
late payments.
15. Accounts payablelerks attach a largeoloredpaper Yes Sending the invoice to the user is a
clip to the copy of the invoice and the purchase order reverson to paperbased, manually
and place the documents in their tickile to await intensive processes while the
the original invoice that wasent to the user for advantages and efficiencies of electroni
approval workflow are abandoned.
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Inefficient
Processing Step Procedure? Evaluation

16. User receives the goods avat services, approves the Yes Approving theoriginal invoice as

original invoice, andeturns it to Accounts Payable evidence of receipt is a reversion to
paperbased, manually intensive
processes while the advantages and
efficiencies of marking items as receiveq
in the system are abandoned.

17. Accounting resource clerk receives approved invoice Yes Receiving the approved invoice from the
from user, date stampst, and distributes it to the user through interoffice mail is a
responsible accounts payable clerk reversion to papebased, manually

intensive processes that slows the
payment process and alndonsthe
advantagesnd efficiencies of electronic
workflow.

18. Accounts payable clerks match the approved original Yes Matchingcopies of the invoice wh the
invoice with the copy of the invoice attached to the original invoice generatasnnecessary
purchase order with the largeoloredpaper clip paper and wasted effort, which ignores

system featureshat aredesigned to
make invoice payment processing more
efficient and less paper intensive.

19. Accounts payable clerks remove tbeloredpaper clip, Yes Manually matching the approved invoice
discard the copy of the invoice, and attach the origina to the purchase order is inefficient and
approved invoice to the purchase order with a large R2Sa y2i4 dzasS GKS a
silver paper clip indicating that the invoice isdy to producethe three-way matchof invoice
be processed for payment to purchase order to evidence of receipt

20. Accounts payable clerks write on the purchaseey Yes These procedures are redundant and
the following: inefficient. The system provides most of
a. partial or full payment this information, but since its features
b. invoicenumber are underised these manual
c. invoice date workaround proceduresust be
d. date invoice received back in Accounts Payable performed.

Department
e. amount being paid
f. balance of purchase order if a partial payment
g. date check will be issuédy R Of SNJ Q&
h. check off payment of individual line items
i. price differences, ifrey

21. Accounts payable clerks compile 50 to 19ébices in a No
batch and entethe batchednto the system by batch
number.

22.1 FTGSNJ OKSO1Ay3a SIHOK 2GKS Yes These procedures are redundant and
payment, the purchase order will be filed back in the inefficient. The system shows how much
tickler file. Alargecolored paper clip will remain affixed money is remaining on a purchase orde
to the purchase order if there are still original approve | 26 SBGSNE aAyO0S (KS
invoices that have not been received underutilized, these manual workaround

procedures are performed.

23. Accounts payable clerks hand write the number of Yes This step is redundant with Step #26
invoices and total dollar amount in each batch on a
batch control sheet

m McConnert & Jones Lip
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Inefficient
Processing Step ‘ Procedure? Evaluation

24. Accounts payable clerks priatsummary screen for No
each batch, which shows the batch number, effective
date, year and period, warrant date, total invoices in
the batch, and the total dollar amount of the invoices
entered into the syem.

25. Accounts payable clerks print a detaileatch report, No
which shows the vendor number and name, purchase
order number, invoice number, invoice date,
description, remit address, dollar amount and budget
code for each invoice in the batch

26. Accounts payable clerks run an adding machine tape Yes Listing the invoices on an Excel
all invoices in each batch and compare the tape total spreadsheet would be more useful and
the total invoice count and total dollar amount sho efficient than running an adding maching
on the batch summary screen tape. It would also eliminate the need

for Step #23.

27. Accounts payable clerks tape the adding machine tap, Yes Listing the invoices on an Excel
to the back of the batch summary screen and staple t spreadsheet would be more useful and
adding machine tape on top of the detailedtch efficient than running an adding maching
report. tape.

28. Accounts payable clerks manually calculate available Yes Calculating discounts manually is
discounts on an adding machine and affix the adding unnecessary and inefficient since the
machine tape® the back of the invoice system calculates discounts.

29. Accounts payable clerks place their respective batche No This procedure is designed to stage the
in a cart, which is a basket on wheel'hen they sort invoices for batching and verification.
the batches in alphabetical order by vendord then The spreadsheet in Step# 26 would
for each vendor they sort the purchase order numberg facilitate this stepHowever, if the full
from least to greatest. If there are multiple purchase features of the accounts payable s
orders to one vendor then an adding machine tape were used, this procedure could be
must be run on the total amount being paid on each reengineered to leverage such features
purchase order and the tape clipped top of the for better efficiency.
group of purchase orders holding theiwgether.

30. The accounts payable coordinator prints lavoice Yes Dividing the report manually is
Entry Proof Listeport of all batches entered in inefficient. These reports should be
alphabetical order by vendor then divides the report generated from standard or uselefined
FOO2NRAY3 G2 SIOK I 002 dzy system reports if available in the system
assignment (A, EL and MZ) Ifnot,the® & 0 SYQa NXBL}R NJ

should be upgraded.

31. Each accounts payable clerk physically draws a line Manipulating a system generated
the Invoice Entry Proof Liseport to show the division reports in this manner is inefficient and
between each vendor. If a vendor has more than one time consuming. System generated
invoice the accounts payable clerk aslthe invoices reports should useful without manual
together on an adding machine and wstiéhe total on intervention. For example, the report
the Invoice Entry Proof Liseport. The adding machinge should provide subtotals for each
tape can be taped to the back of thevoice Entry Proof vendor. The need to draw lines on
Listreport or just held until thdnvoice Entry Proof List reports to separate groups of
report has bee verified. If no questioparise, the transadions and run adding machine
adding machine tape is discarded tapes to derive subtotals underscores

deficiencies in system reports that need
to be resolved.

7-24
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32.

Processing Step

Accounts payable clerks exchange carts once all lines
have been drawmn the Invoice Entry Proof List report
and invoiceotals for each vendor writteion the

report.

Inefficient
Procedure?

Yes

Evaluation

If the full features of the accounts
payable system were used, this
procedure could be reengineered to
leverage such features for better
efficiency.

33.

Accounts payable clerks perform the following

proceduSa 2y 2yS y2iKSNRa

a. Matches vendor name on the invoice and the
purchase orde

b. Matches balance written on the purchase order to
the balance on thénvoice Entry Proof List report

c. Matches the adding machine tape balance
attached to multiple purchase orders to the total
purchase order totals on tHavoice Entry Proof List
report.

d. Verifies that the invoice has all the proper
approvals

e. Verifies that the invoice number, invoice daad

dollar amount have been enter correctly

Verifies hat the description is spelled correctly

Verifies thebudget code

Seserrors aside for further processing

Returrs the verified cart to the accounts payable

clerk to whom the vendors are assigneidhvany

errors or discrepancies flggd

Yes

If the full features of the accounts
payable system were used, this
procedure could be reengineered to
leverage such features for better
efficiency.

34.

Accounts payable clerks go through their batches to
identify and correct errorafter whichthe following
procedures are performed:

a. Run an adding machine tape on tim@oice count
of each batch and write the count total on the
bottom of the batch sheet anattach the adding
machine tapdo the back of the batch sheet

b. Run an adding machine tape on the invoice amou
of each batch and write the total amount on the
bottom of the batch sheet and attach the adding
machine tapeo the back of the batch shee

c. The accounts payable clerks give the accounts
payable coordinator their totaled batch sheets
along with any flagged invoices amhalvoice Entry
Proof List reportnformation.

Yes

If the full features of the accounts
payable system were used, this
procedurecould be reengineered to
leverage such features for better
efficiency.

35.

The accounts payable coordinator runs anotheroice
Entry Proof Listeport onceall corrections have been
made

No

36.

The accounts payable coordinator compares the first
InvoiceEntry Proof Listeport to the secondnvoice
Entry Proof Listeport to verifythat all corrections
were made

No

37.

The accounts payable coordinator also reconciles the
first version of the Invoic&ntry Proof Listeport to the
second version using an adding machine tapectvis

attached to thereport.

No

m McConnert & Jones Lip
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Processing Step

38. The accounts payable coordinatoeates the Batch
Verification Report, which is a listing of batch totays
accounts payable clerk and reconciles the totdlthis

report to the check register

Inefficient
Procedure?

No

Evaluation

39. Thechecks are printed and released

No

Source: Interviews with Accounts Payable Staff, February 2017.

Exhibit7-15 provides an example of a partially completed purchase order. Images of two paper clips can be seen
as well as handwritten notations of invoices paid against the purchase order showing invoice number, invoice
date, date invoice received bagkaccounts pgable, amountpalance of the purchase ordedate check will be

issued, andhe accounts payabl®f SNJ Q&

Exhibit7-15

AYAGAL € &

Partially Completed Purchase Order

LAMAR

A PROUCTRADITION | & gmicHT JITVRE

D
|
ATTN FINANC EPJRTMENT
3911 AVENUE |
ROSENBERG,

PHONE: 832- 223—0508

JW PEPPER OF DALLAS

7459 AIRPORT F

REEWAY
RICHLAND HILLS TX 76118

ASCNG DEPARTMENT
223.0165 Fax: 8322230167

Purchase Order

Fiscal Year 2017 Page1 of 1

PR

o N PR

e 57002367-00

FULSHEAR HIGH SCHOOL
e

Purchase
Order #

THIS NUMBER MUST APPEAR ON ALL INVOICES,
PACKAGES AND SHIPPING PAPERS

CFHS LEE/BAND DEPT

FULSHEAR HIGH SCHOOL

1 (51%103 -2014)OPEN PURCHASE ORDER FOR BAND 700.0|[EACH $1.000 $700.00
1990-36-6399-00-010-99-0-H20 $700.00
RETURN PURCHASE ORDER TO REQUESTER
v

P los#h 17105 12-19-1p  1-18-17 | 309|3Z 325K ’/z7/7%
plosA 18613 zapn za317| W09\TY
p oA 20152 1-7-17 21317 1.\ B
P \ph 23544 112717 21217 1500
P loaheoH1 -7 21517 | 8| Ao W

—140,4( 44. 71| T2t
FINANCE COPY S7ﬂ0&

Source: LCISD Accounts Payable Department, February 2017.
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Exhibit7-16 provides an example of the Invoice Entry Proof List. It shows lines physically drawn to separate
vendors and handwritten totals derived laglding machine

Exhibit7-16
Invoice Entry Proof List

02/08/2017 07:56 LAMAR CONSOLIDAT- I. S D P 40
vmiller INVOICE ENTRY PROO! apinvent

WARRANT: F021017
VENDOR REMIT NAME INVOICE PO

NET AMOUNT  EXCEEDS PO BY PO BALANCE CHK/WIRE ERR

APPROVED UNPAID INVOICES TO BE POSTED
111482 00000 723 AUTOMOTIVE & 356572 , 57002926 - F021017 25.50 .00 97.64
0102347
\CCOUNT  2017/06 v 01/25/2017/5E?-CH'K: N DISC: .00 25.50 1099:M

;990 on 1101-00-000 00-0 1990-34-6246-00-960-99-0-
60  DUE 02/25/2017 DESC:SERVICE -
IX 724

DEPT 950 _ DUE 02/32/2017
P O BOX 8393 HOUSTON TX 77288,

PT 950 DUE 02/15/2017
P O BOX 8393 HOUSTON TX 7728

DESC:MOVING WRESTLING MATS,~

DESC:MOVING WRESTLING MATS

855 FM 723
100403 00002 A-ROCKET MOVING 356312 57002160, F021017 783.00, .00 .00
1545778
CASH ACCOUNT 2017/06 INV 01/13/2017,/SEP-CHK: N DISC: .00 783.00 1099:
1990-00-1101-00-000-00-0-~ 1990-51-6248-00-950-99-0-M80

100403 00002 A-ROCKET MOVING 356313 57002160 F021017 603.00 480.50 .00
1545798/ s
ACCOUNT 2017/06 TNV 01/17/2017/ SEP-CHK: N DpISC: .00 605.00 1099:
§555-053701 - 002006-00-0-

1990-51-6248-00-950-99-0-M80

/395, 00~

50000440000 ABSHIRE, MARY Al/356571 F021017 208.38 .00 .00
S W R T i
ACCOUNT 2017/06  INV 01/31/2017/ SEP-CHK: N DISC: .00 208.38 1099:
$350-00-2701-03-000-00-0- 1990-11-6411-00-999-23-0
DEPT 742  DUE 03/02/2017 DESC:MILEAGE/
715 DEER HOLLOW DRIVE LAND TX 77479
500004/00000 ABSHIRE, KARY Al/356574 F021017 26.24 .00 .00
¥ 175n1-3/6/11/" z:
ACCOUNT 2017/06 INV 01/06/2017 SEP-CHK: N DISC: .00 26.24 1099:
$855-00-5301- oozgo g s/ 037" pesc.misacs 1990-11-6411-00-999-23~ n/-3
02/05/201 MILEAGE 4 ]
/
100043 00001 AC PLUMBING SUPP 356310 57004140, P021017 227.70 .00 1,389.97
078996/ td /-~
CASH ACCOUNT 2017/06  INV o)/z7/2on/ss?»cm(: N DISC: .00 227.70  1099:
1990—00-1101~00~500-05v0 1990-51-6316-00-950-99-0-

50 DUE 02/26/2017 DESC:PARTS/
20 BOX 630253 HOUSTON TX 77265 L

Source: LCISD Accounts Payable Departmé&ebruary2017.

Exhibit7-17 provides an example of theecondinvoice Entry Proof List and shoars adding machine tape
attached to the report, which reconciles the first Invoice Entry Proof List totals to the second Invoice Entry Proof
List. The first list total was $438,942.25 while the total after adjustments was $1,479,493.12.

Exhibit7-17
Invoice Entry Proof List with Adding Machine Tape

02/08/2017 16:25 248
vailler

apinvent

LAMAR CONSOLIDATED I.S.D IP
INVOICE ENTRY PROOF LIST

WARRANT: F021017

PO BALANCE CHK/WIRE ERR

502810 00000 WILSON, JESSICA 357040 5031310 F021017 88.45 .00
5031310

CASH ACCOUNT 2017/06 INV 01/15/2017 SEP-CHK: N DISC: .00 88.45 20695:
1990-00-1101-00-000-00-0- 1990-36-6411-00-002-91-0-370
741 DUE 02/14/2017 DESC:TRAVEL EXPENSE

6502 LIMESTONE CT ROSENBERG TX 77471

1/2/17

CASH ACCOUNT
1990-00-1101-! on ono 0-0-
38 AZURE LAKE CF KATE TX 9

9611 WEST AMBER BLUFE LANE KNTY TX 77494

1235 INVOICE(S)

503528 00000 WINNICKI, JELENA 356591 F021017

7/06 INV 01/02/2017 SEP-CHK: N DISC: .00
742 Wi:ozlmlzolv DESC:MILEAGE

1990-52-629
EPT 741  DUE 02/09/2017 DESC:PATROL SERVICES AT BENTLEY ES 157005417
Ll

10.58 .00 .00

10.58 18%9:

1990-13-64
000

111484 00001 WORLDPOINT ECC 156573 57004967 FO21017 342.22 \j( ‘s\)'l—/ 0-006+ 27
5637250
ACCOUNT 2017/06  INV 01/26/2017 SEP-CHK: N DISC: .00 19438+942+25 + 342,12 (99;
£550-86-3301-00-300-00-0- 1990-11-63:
DEPT 877 DUE 02/25/2017 DESC:SUPPLIES 857005104
6388 EAGLE WAY CHICAGO IL 60678-1638 440-00 -
111673 00000 ZACHARY JOSIAH M 356576 57005240 F021017 400.00 0
1/3-1/10/17 156001243
CASH ACCOUNT 2017/06  INV 01/10/2017 SEP-CHK: N DISC: .00 19800-00 = o5 00 1099.m
1990-00-1101- DB 000 00-0-

1+640-10 +

111673 00000 ZACHARY JOSIAH M 356578 57005240 F021017 300.00 600 ]
1723-1/28/17 $57003
699-00 -

ACCOUNT 7/06  INV 01/28/2017 SEP-CHK: N DISC: .00 669-00 + 200.00093:4

1990 00-1101~ 00 000 00-0- 1990-52-629:
DEPT 741 DUE 02/27/2017 DESC:PATROL SERVICES AT BENTLEY ES 203-'

9611 WEST AMBER BLUFF LANE KATY TX 77494 15700 s
--------------------------------------------------------------------------------------- 61913823 ¢ cooomeeeeeees

1,479,493.12
1106022

h2-56
1,479,493.12

\/ @w; 1264

LS

Source: LCISD Accounts Payable Department, February 2017.
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Exhibit7-18 provides an example of thBatch Verification Reponiyhich shows batch totals by accounts payable
clerk. The total amount of $1,636,230.33 agrees with the check register.

Exhibit7-18
Batch Verification Report

Source: LCISD Accounts Payable Department, February 2017.

Exhibits7-14 through 7-18 demonstrate that the accounts payable process includes many inefficientyaloe

added steps. The inefficiencies exist because accounts payable procedures were not designed to take advantage
2F (KS aeé ai Snykeanosbéffediveprbdedsifighrdeeddres should bdesignedaround the

functionality and capabilities af computer system rathethan working around the & a { capéabliiesusing
legacyprocedures.

Example®f LCISMot leveraginghe systenf éapabilitiesincludeavoidingthe sys6 Y Q & workfttaly dapabilities

such as approvingriginal invoicesnstead of requiring users to evidence receipt of goods and services within the
system Another example isot implementinga Munis product known as Tyler Content Manager (TCM). TCM

allows state and local governments and school districts to capture, deliver, manage, and archive electronic
information. It is a product developday the same company that developaddzy A &= G KS RA&AGNAOGQa
is designed to manage content to saveuadle time, energyand money.

7-28 m McConnerr & Jones Lip



