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SUMMARY

The State Department of Education administers the
State School Fund apportionment process. In fiscal year
1981-82, this process will determine the apportionment of
approximately $5 billion in state funds for basic education
programs provided to California's kindergarten through grade
twelve public school students, including adults attending high
school. We did not examine apportionments made for categorical

aid programs.

Our review disclosed areas where control procedures
should be instituted to provide greater assurance that
apportionments to school districts are accurate. For example,
the department's 1legal counsel does not routinely examine the
legal interpretations made by departmental administrators in
developing forms used in calculating apportionments. Because
this review procedure has not been established, the potential
exists for departmental administrators to misinterpret Tlegal
requirements in developing apportionment forms. Such
misinterpretations could result in school districts' receiving

inaccurate apportionments.



Similarly a control weakness exists because the
department's internal audit staff has not participated in
reviewing the department's procedures for making
apportionments. Such a review, if implemented, could provide
greater assurance that sufficient controls exist and that
apportionments are accurate. As an indication of the need for
improved internal controls, we noted that some staff duties
were not adequately separated, apportionment calculations were
not sufficiently documented, and not all data used for these

calculations were validated.

Finally, we found that data management services staff
have not actively participated in making apportionments.
Because these staff members have not been involved, there is no
assurance that computer programs and procedures have been
documented. Without adequately documented programs, analysts
unfamiliar with the programs cannot generate apportionments and
auditors cannot thoroughly review the internal controls or

accuracy of the process.

As a result of these control weaknesses, some school
districts have received inaccurate apportionments. In one
case, the department overstated the first principal
apportionment for fiscal year 1980-81 by $10 million because of

a computational error. Although the department found the error
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and subsequently corrected it in the second principal
apportionment, the department has not made procedural changes

to prevent similar errors from occurring in the future.

To address the weaknesses we found, the department
needs to improve controls to provide greater assurance that
apportionments are accurate. Specifically, the department
should involve all key functional units within the department
in the apportionment process and properly segregate the job
functions of the staff vresponsible for determining the
apportionments. Additionally, the department should thoroughly
document 1its computer procedures and develop and apply formal

standards for validating computer programs.



INTRODUCTION

In response to a request by the Joint Legislative
Audit Committee, we have reviewed the State Department of
Education's management and administration of the State School
Fund apportionment process. This review was conducted under
the authority vested in the Auditor General by Sections 10527
through 10528 of the Government Code.

Background

The State Department of Education determines the
amount of state funds that each of the State's 1,044 school
districts 1is entitled to receive from the State School Fund.
These apportionments fund basic education programs delivered to
the 4 million elementary and high school students, including
high school adults, enrolled in California's public schools.
The department also provides apportionments for certain

categorical aid programs.

In fiscal year 1981-82, the statewide cost of basic
education programs will total approximately $7.9 billion. The
State will provide approximately $5 billion of this funding,
while local property taxes will finance the remaining

$2.9 billion.



The amount of basic education apportionments each
school district vreceives from the State School Fund s
determined by applying a funding formula provided in the
Education Code. Simply stated, the formula determines the
amount of revenue a district 1is authorized to expend for each
student 1in attendance for basic education programs; this is
referred to as the revenue 1limit per unit of average daily
attendance.* This amount is then multiplied by the district's
average daily attendance to determine the district's total
revenue Timit. To this figure certain adjustments for special
programs are added or subtracted to arrive at the total funding
level for a district. Finally, the district's local property
tax revenues are subtracted from the total, and the resulting
figure is the amount of state aid a district is entitled to

receive.

There are normally three apportionments each year;
these are certified by the Superintendent of Public Instruction
and submitted to the State Controller for payment. In
addition, after the close of each fiscal year, the department
performs a calculation using annual data to determine whether
the apportionments for the subsequent year should be adjusted

because of errors in estimation or other inaccuracies.

* Average daily attendance is the total pupil attendance days
within a district divided by the total number of school days
taught.
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To begin the apportionment process, the State
Department of Education develops apportionment forms based on
existing statutory funding requirements. The department
distributes the apportionment forms for school districts to
the respective county superintendents of schools. Each
superintendent's office, in cooperation with school districts
within the county, then completes the apportionment forms.
Once a county superintendent's office completes the
apportionment forms for its school districts, the county
superintendent submits the forms to the State Department of

Education.

After the forms are completed and returned, the
department reviews them for reasonableness and verifies
selected calculations. The data on the forms are then entered
into computer files, and then a computer program is developed
to recompute the districts' calculations. Once the department
calculates the apportionment, it is presented to the
Superintendent of Public Instruction for certification. The
certified apportionment is then presented to the State
Controller for payment. The State ControT]er relies on the
Superintendent's certification as an assurance that the
apportionment is accurate and uses the certified document as a

basis for his payments to school districts.



In addition to the agencies and officials mentioned
above, county auditors and public accountants have some
involvement in the apportionment process. Under
Section 41760.2 of the Education Code, each county auditor is
required to furnish the Superintendent of Public Instruction
with information on the amount of tax receipts, or estimated
tax receipts, for each school district situated within the
county. The State Department of Education uses the information
on school district tax receipts provided by county auditors in

determining district apportionments.

Pursuant to Education Code Section 41020, each school
district in the State is audited annually by certified public
accountants or public accountants. Part of these audits
includes a review of selected information that was submitted on
the apportionment forms. The results of the annual audits of
school districts are required to be submitted to the State

Department of Education.

Scope of Review

We reviewed the State Department of Education's
procedures for determining State School Fund apportionments for
basic education programs. This review included analyzing

apportionments made for basic education programs provided to



elementary and secondary students and high school adults. We
did not review apportionments made for categorical aid

programs.

The aim of our study was to determine the
department's process for apportioning funds to school districts
and to identify methods for improving the accuracy of the
apportionments. Notwithstanding the activities of the other
participants in the apportionment process, we concentrated our
review on the department's process for assuring the accuracy of
apportionments. To identify areas where the process is weak,
we examined the department's internal control procedures. As a
means of comparison, we used industry-accepted minimum
standards of control to identify insufficient or missing
controls within the department's current process.* We then
tested the computer computations to verify whether the programs
were accurate, validated the accuracy of selected data entering
the process for 27 sample school districts, and compared the
computations to formulas specified by statutory requirements.
We evaluated the problems identified during the audit against
internal control standards to determine the causes of the

problems. We then made appropriate recommendations.

* These industry standards include the Statement of Auditing
Standards and Audits of Service Center-Produced Records,
American Institute of Certified Public Accountants; Computer
Control Guidelines, Canadian Institute of Chartered
Accountants; and the State Administrative Manual,
Sections 4819.2 through 4847 and 8080 through 8080.2.
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AUDIT RESULTS

THE STATE DEPARTMENT OF

EDUCATION NEEDS TO IMPROVE

CONTROLS OVER THE APPORTIONMENT

OF $5 BILLION IN STATE SCHOOL FUNDS

The State Department of Education needs to improve
its controls over apportioning approximately $5 billion in
state school funds for basic education programs to school
districts. We found that the department has not involved key
functional units 1in making apportionments. The involvement of
these units would provide greater control and, consequently,
greater assurance of the accuracy of the apportionments.
Specifically, we found that the department's legal staff does
not routinely vreview the interpretations of statutory
requirements used in making apportionments to school districts.
Neither has the internal audit staff periodically examined the
department's procedures and methods for apportioning the funds.
Finally, the data management services staff has not ensured
that computer applications meet with accepted documentation and

operating control standards.

Because the department has not involved these units
in making apportionments, we found an absence of standard
control procedures that, if implemented, could increase the
accuracy of the apportionments. We found that some school
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districts have received 1inaccurate apportionments. Had
adequate controls been in place, errors may not have occurred.
Although the errors we observed over the course of our review
either have been corrected or are being addressed, departmental
management has not made procedural changes to prevent similar

errors from occurring in the future.

The Department Needs to Include
a Legal Review Step in the Process

The department's Tegal counsel does not routinely
review the interpretations of the law made by departmental
administrators in developing forms for making apportionments to
school districts. In the absence of a formal review of the
apportionment forms by the department's Tlegal staff, the
potential exists for departmental administrators to
misinterpret legal requirements in developing the apportionment
forms. Such misinterpretations could result in districts'
receiving inaccurate apportionments. A Tlegal review of the
apportionment forms would provide greater assurance that

apportionments are made in accordance with the law.

As legislative changes to statutory requirements
affecting the apportionment process are enacted, one analyst

interprets the changes. However, these interpretations are



not routinely reviewed by the 1legal staff. In fact, the
department's Tlegal staff is seldom asked to define unclear

portions of statutory requirements.

A legal review of the apportionment forms would
provide greater assurance that these forms are consistent with
the law. Over the last three years, there have been at least
30 significant school finance measures enacted by the
Legislature. In this period, the department's legal staff has
not conducted a thorough legal review of the forms that the
department has developed for making apportionments. In
addition, the department has not established an on-going legal
review process to assure that changes in the law are accurately

reflected in the apportionment forms.

In view of the frequent changes in school finance
legislation, a legal review of the apportionment forms would
provide greater assurance that apportionments are made in

accordance with the law.

The Department Needs to
Review the Controls and
Accuracy of the Process

The department's internal audit staff has not
participated in reviewing either the department's procedures

and methods for making apportionments or the internal controls
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and accuracy of those procedures. Using accepted industry
standards of internal control as a basis for comparison, we
examined the department's procedures for internal control.* We
found that many controls designed to assure that apportionments
are accurate are not in place. Specifically, job duties of
staff were not adequately separated. And because the
procedures were not documented, we were unable to trace certain
transactions through the apportionment process. Finally, we
found that the data used in the apportionment calculations were

not thoroughly validated.

The department should dnvolve its internal audit
staff in routinely reviewing changes and additions to
procedures and methods for making apportionments. In this way,
the department can ensure that adequate internal controls and
audit trails are present. Additionally, the department should
direct the internal audit staff to conduct a review of the
procedures and methods for making apportionments both to
determine whether sufficient controls exist and to test the

accuracy of the process.

* Internal control procedures are designed to provide
reasonable assurance that financial records are reliable.
Internal control is accomplished by installing procedures and
organizing staff so that errors can be prevented or
systematically identified and corrected.
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Our review disclosed that job duties have not been
adequately separated. For example, the analyst who defines the
computer applications is also responsible for testing the
programs. According to accepted industry control standards,
these two functions should be separate to provide greater
assurance that the computer program is thoroughly tested before
it operates. In one instance, the programmer responsible for
developing the computerized program used 1in making the
apportionment made an error in the apportionment program. The
department did not find the error until after the
Superintendent of Public Instruction had certified the
apportionment to the State Controller and the apportionment had
been made. This error resulted in the department's overstating
the fiscal year 1980-81 first principal apportionment in

February 1981 by $10 million.

Although the department subsequently found the error,
we determined that the department has not developed a formal
review process for independently identifying and correcting
such errors before apportionments are made. Furthermore, had
an independent analyst been responsible for testing the
computer program, this error might have been prevented. The
department corrected the overstatement when it made the second

principal apportionment in June 1981.
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Further, in some cases, we were unable to ascertain
whether certain school district claims were valid because of
the Tlack of documentation. An example of this problem involved
districts' claims for declining enrollment funding. The school
districts sampled did not maintain certain types of data
necessary for the funding formula calculation, and, as a
result, we could not determine whether the school districts
claiming the adjustment actually qualified for funding or if
they received the appropriate amounts. In fiscal year 1980-81,
the statewide claims for funding declining enroliments were in
excess of $176 million; we were unable to verify the overall
accuracy of these claims. Department officials told us that
they recognize the difficulty in verifying the claims and are

accepting whatever amounts school districts are claiming.

Had the internal audit staff been involved in
reviewing the development and maintenance of procedures for
making apportionments as well as the accuracy of the
apportionments, they could have identified weaknesses in
controls and the lack of documentation and data validation

procedures.
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The Department Needs to
Document Its Computer
Programs and Procedures

The department's data management services staff do
not participate actively in the procedures for making
apportionments. As a result, computer programs and procedures
have not been documented. Without such documentation, analysts
unfamiliar with the programs cannot generate apportionments and
internal auditors cannot thoroughly review the system's

accounting controls.

Because the department has assigned the
programmer/analyst directly to the unit receiving computer
services, data management services staff are not actively
involved in the process. Yet the data management services
staff should be involved in the procedures for determining
apportionments to provide greater assurance that standards for
programming and documenting the system are followed.
Documentation not only provides a reference for programmers and
analysts responsible for maintaining the system, it also
enables internal and external auditors to review accounting and

internal controls.

Because the data management services staff do not
participate in the procedures for making apportionments, there

is no assurance that computer programs and procedures are
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adequately documented. For example, we found that there is no
documentation defining the programs, files, and operating
procedures, and that program listings and a history of changes

are not maintained.

Because the computer process 1is not documented, the
department must rely exclusively on the key analysts to
generate apportionment figures. Moreover, should one of these
analysts leave the department, there 1is no assurance that the
apportionments could be made. Additionally, this Tlack of
documentation prevented us from thoroughly auditing the
department's procedures for making apportionments; there are no
means of determining the procedures or methods used at a given

time for processing apportionment amounts.

CONCLUSION

The State Department of Education has not included
adequate controls within its procedures for
processing State School Fund apportionments for basic
education programs. That is, the department has not
involved all appropriate functional units in
determining apportionments, nor has it properly
organized job functions to provide greater assurance
that the process is accurate and reliable. As a

result, some school districts have received
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inaccurate apportionments from the State School Fund.
And although errors have been corrected as they are
identified, there have been no procedural changes to

prevent additional errors from occurring.

RECOMMENDATION

We recommend that the State Department of Education
ensure that its legal staff, internal audit staff,
and data management services staff actively
participate in the apportionment process to provide
greater assurance that it is effective and reliable.
Specifically, the department should take the

following actions:

- Direct the 1legal staff to review all legal
interpretations and apportionment forms to
ensure that the apportionment process is

consistent with statutory requirements;

- Direct the internal audit staff to review
periodically the apportionment process for

internal controls and accuracy; and
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- Direct the data management services staff to
develop and install computer system
documentation and programming standards and to

apply them to the apportionment process.

We further recommend that the department properly
separate the duties of the two key analysts now

responsible for calculating apportionments.

Also, the department should require the data
management services unit to develop and install
formal standards for system design, programming, and
documentation. Departmental management should see

that the unit adheres to these standards.

We recommend that the department detail in writing
all current computer applications and manual
procedures within the apportionment process. In its
documentation, the department should consider

including the following elements:

- Statement of purpose and capabilities of

system;

- System flowcharts;

- Programming documentation;
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Program Tistings, narratives, and

flowcharts;

File formats;

Operating procedures;

Control procedures;

Procedures for preparing, submitting, and

controlling input;

Procedures for handling corrections,

re-entry, and control; and

Procedures for controlling receipt of
input, review of output, reconciliations,

data and systems testing.
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Date:

Staff:

Finally, we recommend that the department develop
additional computer and manual editing procedures to
validate data used in the calculations. At the end
of the year, the annual revenue 1limit calculation
data could be matched to the districts' data used for
the Annual Financial Report. In this way, staff
could discover errors in apportionment estimates that

need adjustment in the subsequent year.

Respectively submitted,

oo, fagte”

THOMAS W. HAYES
Auditor General

March 12, 1982

Harold L. Turner, Audit Manager
Robert T. 0'Neill

Karen A. Nelson

Stephen Lozano

Janet McDaniel

Albert Tamayo
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WILSON RILES
Superintendent of Public Instruction
and Director of Education

STATE OF CALIFORNIA
DEPARTMENT OF EDUCATION

STATE EDUCATION BUILDING, 721 CAPITOL MALL, SACRAMENTO 95814

March 4, 1982

Mr. Thomas Hayes
Auditor General

660 J Street, Suite 300
Sacramento, CA 95814

Dear Mr. Hayes:

I must express my disagreement with the conclusions of the draft
report "Improvements Needed in the State Department of Education's
Apportionment of State School Funds." Not only does the report fail
to document specific mistakes or errors which would be cause for
suggesting that improvements are needed, but in addition, your
auditors neglected to acknowledge certain readily available
information. Considering the fact that your auditors spent more than
one year in detailed examination of Department of Education records
for this report, that specific documentation and information certainly
should have been included. Clearly, it was not.

I bring your attention to the following discrepancies:

o0 Your report fails to appropriately recognize the importance of the
system of "checks and balances" which currently exists. County
superintendents and auditors and local certified public accountants
review, verify and audit local apportionment calculations. Your
brief acknowledgment of their existence is hardly sufficient. I
vigorously support this state-county-local partnership. Your
auditors, however, appear to favor an even larger state bureaucracy
to audit school districts--a thrust which permeates the entire
report, and which I believe violates the spirit and intent of
locally based school administration under California law. If local
control of schools is indeed to be a reality--as I most strongly
believe it should--then responsibility for miscalculations, as well
as for positive accomplishments, must ultimately be a shared
responsibility among the various governmental entities involved. I
cannot adopt your apparent notion that more state control is
necessarily better control.

O Your report cites only one instance of apportionment miscalculation in
a four-year period--a computer error which was first identified by
our staff and our verification procedures, and corrected immediately.
With more than $31 billion certified for apportionment in the
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Page 2

four-year period beginning in 1978-79, one computer miscalculation
of $10 million represents a small percentage--particularly in light
of the fact that it was identified and corrected immediately by
our staff.

o You fail to give adequate recognition to the fact that local
estimates of revenue are just that--estimates. Our state laws
require adjustments and corrections because the estimated data
differ from the actual data submitted at year's end. Our records
clearly show that corrections over the years represent a bare 1/10
of 1 percent -- certainly a laudable record -- for everyone...
state, county and local entities.

With more than 1,000 school business officials each computing revenue
limits at the local level--and Department of Education staff following
those computations with detailed verification procedures--I submit
that the state school fund apportionment process is one of the most
extensive systems of checks and balances imaginable. The fact that
your auditors found only one miscalculation in a four-year period -- a
computer error —-- certainly documents the accuracy and reliability of
the state-county-local partnership as well as the Department's
certification process.

As you and I have personally discussed, I am most willing to cooperate
with your auditors, and I certainly do not take the position that any
organization is flawless. I find no fault with constructive
criticism--indeed, I welcome it--but I am compelled to register my
objections to the report and to your main suggestion that additional
state controls will improve the state apportionment process.

Sincerely,

e

WILSON RILES
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STATE DEPARTMENT OF EDUCATION
Response to
"Improvements Needed in the State Department of
Education's Apportionment of State School Funds"

Auditor General Recommendation

The State Department of Education needs to improve controls over the
apportionment of $5 billion in state school funds.

State Department of Education Response

First, the $5 billion figure represents only part of the principal
apportionment of state aid; the 1981-82 principal apportionment of
state aid will be approximately $6.1 billion.

More importantly, this statement reveals at the outset the Report's
failure to articulate the existing apportionment process. If during
their review, Auditor General staff had asked for an explanation of
the apportionment process from the manager in charge of apportionments
or either of his assistants, they would surely have gained a more
accurate and complete description of the process, including the
existing "checks and balances" and the impact of a frequently changing
body of school finance law. For example, the staff referred to above,
would have identified the statutory requirements that county
superintendents of schools not only calculate and process district
apportionments to the State but also, with county auditors and local
certified public acccountants, participate in annual audits of
districts' state school fund apportionments. The lack of recognition
of the important role of the county superintendent, county auditors
and local CPA's in the apportionment verification process, brings into
serious question the accuracy of the Report and your recommendation
that additional controls are needed.

With reference to the Report's failure to recognize the impact of a
frequently changing body of school finance law, see the attached
document which details the timing and general content of school
finance legislation enacted since the passage of Proposition 13, three
and one-half years ago. As the document indicates, seven pieces of
significant school finance legislation were enacted for 1978-79, seven
pieces for 1979-80, eight for 1980-81 and eight for 1981-82. An
examination of this legislation and the timing of its passage relative
to the beginning of each school year serves to underscore the
swiftness and preciseness with which the Department must provide
revenue limit worksheets to school districts and county offices of
education and then, using the completed worksheets as calculated by
the county superintendents, conduct the multi-billion dollar principal
apportionment process. Such scanty recognition of the significance of
constantly changing school finance law is a severe shortcoming of the
Report.

-20-



Page 2

In summary, the attached document shows the Department certified state
and local funds through the principal apportionment process between
1978-79 and the advance apportionment of 1981-82 totaling more than
$31 billion ($31,473,137,388), with State funds in excess of $23 billion
($23,096,804,959). Department staff have reviewed every adjustment,
correction, and recertification since 1978-79. These changes
occasionally occur because of statutory ambiguity, but most often
because state law requires that districts and county offices initially
submit estimated data and at year-end submit actual data. The
document clearly shows that these corrections over the years have
totaled approximately 1/10 of 1 percent or a total of $27,559,704.

Auditor General Recommendation

The Department needs to include a legal review step in the process.

State Department of Education Response

The passage of school finance legislation generates a meeting among

our staff, representatives of school districts and county offices, and
staff members of the Legislature, which your staff attended in a few
cases, to carefully review legislative intent and how the Department
will administer each section of a new statute. The Department's Legal
Office is an active participant in the preparation of Title 5
Regulations and the public hearings which are conducted on the revenue
limit worksheets. Legislative "cleanup" of school finance law is often
necessary because of the complexity of school finance law and the fact
that the legislative process can not always anticipate all ramifications
of any specific statutory change. These "cleanup" changes are not a
result of a lack of involvement of our Legal Office, but rather a
reflection of the complexity and detail of school finance law.

Auditor General Recommendation

The Department needs to review the controls and accuracy of the
process.

State Department of Education Response

The recommendation regarding the use of our internal audit staff to
review apportionment procedures fails to recognize the existing role

of the county offices of education, county auditors and local CPA's, as
mentioned above. The report's recommendation, based on "accepted
industry standards of internal control," neglects to note either the
importance of the verification and audit role of the counties, or the
internal computational "checks" performed on the apportionment file by
the Department. With over 1000 school business officials each
initially computing their revenue limits, the state school fund
apportionment process is one of the most extensive systems of checks

imaginable.
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Most importantly, your report cites only one instance of an
apportionment miscalculation, a computer error which was discovered by
Department staff, corrected immediately, and in fact, pointed out to
Auditor General staff in the course of their review. It seems
self-evident that one computer error of $10 million, out of a total of
over $31 billion dollars certified for apportionment since 1978-79, is
an enviable record.

In addition, the Report alleges that there is no verification of
districts' apportionments for the declining enrollment adjustment. As
noted previously, county offices of education and county auditors
perform the apportionment verification function. Additionally, it is
important to note that pursuant to Education Code Section 41020, the
Department of Finance annually audits the average daily attendance
(ADA) of a sample of districts and reports the audit results to the
Department. The Department, in turn, makes adjustments reflecting
these ADA audit findings to districts' subsequent year apportionments.

Because the declining enrollment adjustment is based on districts' ADA,
these audit adjustments will often result in a recalculation of
districts' declining enrollment apportionments. Thus, as a result of
the work of the county offices of education, the county auditors, and
the Department of Finance, a declining enrollment verification process
is currently in place.

Auditor General Recommendation

The Department needs to document its computer programs and procedures.

State Department of Education Response

Additional computer system documentation is always desirable.

Because of the State's current fiscal situation, sufficient fiscal and
personnel resources are not available to further expand our
documentation. We will make every possible effort to adequately
document and record all data processing procedures. The Report's
conclusion that the State Department of Education's data management
services staff do not participate in the procedures for making
apportionments is simply not true. One member of the data management
services staff is assigned full-time to do the computer programming
and systems design necessary to operate the apportionment process.
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1979-80

1980-81

1981-82

Total 1978-79
thru 1950-81

LAE
CRM:cr
12-16-51

Summary of Principal Apportionment Amounts

Total Funds

$ 6,971,862,905

7,621,466,317

8,439,904,083

8,439,904, 083
(prior year data)

Since AB.65/77
State Funds
$ 4,710,159,766
5,819,986,887

6,427,099,938

6,139,558,388

$31,473,137,388

26.614%
Local

$23,096,80%,959

73.386%
State
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Correcticns

Totzl -

Total —

Total

Tatzl

§15,511,14¢9
122,887
1978-79%
15,388,262
prior to AB

4,972,471
1978-79

1,460,809
prior ta AB
$ 6,433,230

5,615,275

4,346,646
1978-79

1,268,275
1979-80

Correction
State funds
$27,5339,704
.119%

State funds

for
65

65



9./9L1 103deyy ‘ezl av
03 T4 a0TIvR], = Xul loquil

g11dng juea3TWLI~UON~UDZTIT)~UON

81013
-u0d @zI{e12qI] O3 TIIq SNqTUWQ

suotstaoad 1eTO0dS
pue 92382n3upr] 1013U0D sSulBIUO)

®S1 €S
Jo wstuvryodow Juipuny o3 saduevys
1C2Tuyd9l] aprw pue poljIAeLI)

uo1jeonpy Jjo SadIJJo
£3unod pue §302TI3STIP [00YDdS I03F
wsturyoow Juipunj 2ITIUD PASTADY

*wo3sAs oourully ToOUOs ayl
paTneyrano ATTenijseap pue g9
gVv Jo uoistaoixd aaijrviadout 9pen

*jou 219M 6L-8L6| O3 pa3eTa1l
2soyl ‘pojuowaTdut 919M gL-LL61
03 pojeTor suotiziod ayl * woIsksg
dduruT] 100YdS JO [TRYIOAO Te]0]

~

gL6t f1 Atnr

gL61 ‘1 Anr
(%€ 3908) gl-L161

203 BATIDOIJIO vaom
SUOTISTAOL] Utrlan)
gL61 ‘1 Arnr

gL61 ‘1 A1nr
gL61 ‘1 L1nr
8L61 ‘1 A1nr

8L61 ‘9 dunp

a231jvraaayz pue
LL61 ‘1 &nr

8L61 ‘¢¢ roquaszdog

8L61 ‘L aoquazdog

861 ‘61 toquajdas

8L61 ‘9 Lynr

8L61 ‘0€ sung

8L61 ‘T oaung

gL61 ‘g sunr
8930 ut ponoxddy

LL6T ‘L1 1oquoadasg

X0y, loqutp, RLAT 10
nOuﬁaﬁum.ooﬂﬂ;cumc;u.mmomm<

vOTSTAOS Y TET00dY 9.61

3o sojnytag ‘gag o3duyy ‘1gnl €S

111 fvaduonn 8161

Jo seanjeas ‘g¢ey toadevyd ‘¢r0z av

32V 30@png

8L61
Jo seanjyels ‘gge 193dryn ‘061z Qv

T1Tg aojteay,

8L61
Jo so9anje3s ‘zgg aaadeyy ‘zizz 9S

1114 @duruld 100125 aATsuoydxduwo)

8L61
Jo so3ynjeas ‘ggg roadeyd ‘H¢1 gs

g1 uor3isodoag

1114
90UBUT] TOOYDS dATsuaudadwon

LLG6T
Jo 8oanrjels ‘tgg xoadeyn ‘9 qy

56149
18/91/t1
gV

EL-8L01

6L-8L6T

6L-8L61

6L-8L6T

6L-8L6T

6L-8L61

Jovdu]

EYSTEEFEE!
1174 @3aeq

1omumann0g Kq
PauUIs o30Q

asodang/111y

ATOA [BOSTY

ooy AR DY

AT

TP YT

TITTATS T

NG00 Jay




L PO~ L= isy/ iUy

10303 6L-8L61
30 79L100" 6SuOT3I99230D (L-BLO1

(768°56e ehs) %1L6y" BUA (Td)
U U0TIVITITIA000Y (Td) udomloq oguvy)

23038
;96 L9 puw 12077 7bh°¢E ST (Td) 6L-8BL6I

23e35 %191°L9 pum 130
46€8°CE BT UOTIBOTITIAV00YU (1d) 6L-BL61

(681°G18°9%) %€971* stm ddueA
-py udoamjaq 9a3uvyy *93ILIS %ETI'LY
pur 1207 7/[L8°CZC 8T (1d) 6L-8L61

L88'zz1-$ 6L-8L61
10J SU01300110)

eqep judotino Jutisn
tedioutad 1satyg oyl
JO UOT3IROTITII000Y

DUT]1BI0350
£31BUDg OIPTISE uUuVS

BIBp JUIXAND
Buisn aouvApy ay3
JO UOTI3IBOIITIAD00Y

juouw
-uotjaxoddy oourvapy o3
9peEW SUOTI02iX00 ON

{092°€56'01)
(262°698°12)

(6H1'116°61-)
(065852 L2T)
(¢orfeeeioee)
(896°LLT'STT)
(220'sg01ce'w)
99, 651°0TL" #$

JTWIY oNUOAIY Z1-M
03 gg8‘sh9‘z snid
ZL8°€06°L99°hs

(001°119°C1)
(262°698°17)
(051°069°91~)
(L88°660°L12)
(228°699°¢t1)
(896 LL%98)
(Ss6% weTigIe )
710°852°5Y9°H §

~

cT8THY 859y 3

pazTivuung jou 0and1y 310UXiy

(09¢°€56°01) HON
(262°698'12) d0/sa - SS9

. . FU0T300.110)
Aocﬁ 116 mH!v 0o}y 10T

(066 °LgctLeT)  suIS
(681°420°6T2)  onpd vads

(226'¢€8'00¢) A,
9 at L onuoaoy 4550

(Lo 19¢'Leet o) T1-y
$06°299'146°95 1U30L
(zd) 1uvdToutig puodds 6L-8L61

28uryy OoN -~ [EGIouUTly

35AT] UOTILITITIIV00Y 6L-8L6T
(00T 1T19'CT) KO

(262'698°12) d0/sd - 4SSO

. SUNTIOV1I0
(051°069°91-) : 0

aAvox ho..ﬁ.»n."
(£98°660°£1Z)  onpi oods
(229°679°6C1)  SuULS
#(000°00V°66C)  dSSD
(160°928°%62°9) ¢1-4
T20°TvEe066°9% 1E20L
(1d) TrdTouTag 3574 6L-8L61

‘V'N [e30], - 3judu
~uot3aoddy eouvapy (~8L61

- -

6] 1LWIY

SU0T309110) JO junowy

spung o03u3Sg

spunyg 1v3o]

DR




b8-9L=-2(ar/ivoavt

‘vav g-d Jo N9t ut vdv

086l *1 laquwosodqg

Vay fenuuy

086l 30

Tenuur 3sn) - S30URISWNDITY TeTDIdS 6L61 1 Arnp POTTI = paubisup 59303038 ‘6oL 193deyd ‘6QLL 98 08-6L61
3TOTJ0Q Z|=-Y
0861 joO
‘uo13eA03SaT I1O130Q 0861 ‘1L Arnp 0861 '0f sunp 59303038 ‘ggz 193deyd ‘ozvi ds 03-6L61
1
9 v 03 T{1h 10TTRay, Mm
6LGL JO
*g gv 03 93epdn aaTsudydadwo) 6,61 ‘L Atop} 6461 ‘9z 1oquaides $93n3e3s ‘¢EoL Id3deyd ‘98l Us 08-6L61
SOWL SOWOH oTtqon -
: 6L61 JO
‘sSoxel awoy alrqow sabueyd 0861 ‘i Aaenuepr| 6161 ‘6¢ 29queirdas so3n3elds ‘09l a93deyd ‘,.8 4y 08-6L61
Kilojuanul ssoutsng
6LGL 3O ‘
*91n30n13s xej3 sabueyd | 6L6tL ‘8z xoquaidas| 6L61 ‘gz I9quajzdeg s93Injeas ‘gLl I93deyd ‘99 gv 08-6L61
T11g
.ucoECO..nquQQm aodueape I0J 9jef 00 mocmcﬂ& Tooyos O>..~mc0£o.~QEOU
*3oe 30bpng sopasaadng *sabueyo 6L61 3JO
jJo Ajataea 9pTmM @ meT O3uT 3Jybnoag 6L61L 'L ATnp 6L61 ‘bz Arnp sa3njels ‘gzgg 193deyd ‘g av 08-6L6G1
) 30v 19bpng
*eijep jobpng 6LOL JO
Azeututrroad pue abenbuey Toajuo)d 6L61L ‘L Alnp 6L61 ‘€L AInp $s93Nn3e3s ‘g6z Iondeyd ‘ool 9u 09-6L61
JOVAWI AATLOAIIT YOIUACD AU ISORINd/TT1d AL TYIS 1
1119 ALVa QaINOIS aIva




L8=91-C1 a1/ ave

"ITWUIT 9NUBADY ZLl=Y UT JTIOTIOP 910353y

*Ir3ol jo
BLLGL® 0 09Z'868°0LS ST (zd) o3
({d) woay ©5SvLOIODUI  °23LIS LLL"VL
pue TeooT ?62°6Z ST (2d) 08-6LGL

‘%1€0° O3 pojunouwre
‘ITWTT ONUDADY (Ld)GL-8LGL TLiol oy
03 paawdeod ‘6-gL6] 10J SUOT3IDDII0D

qudniuotyrodde doueape

24} Ul 3097J01 03 93T 003 passed
SeM g gV teyu’sLe’oves st o (1d) o3
DOURAPL WO1J 25COIDUT  *OILIS LG VL
puc Ted0T gy ez ST (1d) 08-6L61

{*papn1ouTt

dae Adyy ‘198'09¢c'zs~
9yl o3 uorjIppe

uT jou sT STUL)

LLY'2LG pS~- 230m (7d)
6L-8LG}{ I0J SUOTIDOII0D

*(580°265'G8) 6L-8BL6L

03 Jotad sacok
I0J 9I9M SUOT3IDOII0D
9yl JO JIapuTCWOl oY

*L98'09€/Z5~ o10M
6L-8LGl a0 SUOTI0DII0D

*juduuotijrodde douvape
Ut Iprw SUOTIOOII0D ON

88z LY9‘SseLS
95LdIADUT

ITWLT DNUDADY 7 |-H

(oss‘LoL’'et)
(pos’16L°12)
(0BZ €€V’ 9-)

(969°9L6°€€T)

(990°026°VS1L)

(€00°€86°9L2"S)

66S'SPEV69'SS

(0s9'GL1'21)
(v9s‘Lel’'Le)
(956'256"L~)

(Lso'vez’iez)

(Ls6'z10'651)

(Loo’9ovL‘iLe’s)

GEE'LVY'EBO’SS

LGO'GGELEL VS

‘Junowe (gd) 6L-8L61«
(zd) se ourg

UOTILOTIIT31000Y
TedTOoUTId PuUODIS 08-GLO6L

(oss‘coL’cl) A It
(p9s’16L'12) *°° d0/Sa Jssd

(ogz’'cey'9-) ‘v QUOTINDI10D
I1°dX 10114

(969'9¢6°€€Z) *°** uotrivonpi
Tr109dg

(6E0° LB LYE) *=e = s JTUT]
oNUDADY IS3D

Amvﬁnmvm\—.roshv........ ITWIT
2NUIAJY 7| -Y

LLE' 99V 129 Lg = ="+ Triog
(2d) TedTOUTId PUODDS 08-6LE6 L
(9}
(0G0°6GLL ZL)  =vvr=reeve o
(b9s°161'12) Tt d0/%a dSsD
(966'256'L-)  *

.

SUOT3IDDI10)
Ivdy 1o011g

(LSO'pLe’icg) *+** uotlyronny

Teioeds

«

v e e UHEHQ
onuUIAdY S50

(teg'ozL'sve) o
ACN\..QA:WPO~O~C\\IV.-....- U,.Tc:...ﬂd
ONUIAN 21-Y
9LG'YZeLZO L e TOROT
(ta)Tedyouttd 35110 08-6L6L

xG06290 LLG g e TRYOL
acoﬁ:oﬂuuoag<oo:c>c<ow;o>oﬁ

SAMAVWLY

SHOTLOMAIOD JO LNNOWV

SUNNE ULVLS

SUNNT TVLOL




. 18-91-21i55/IUD v

10058 aouung
s03utyd vpy~ 10038 aou 0ol J0
~uns 3utdo(oAdp jJo poyiow 635TADY 0861 ‘1 Axvnunp |og6l ‘of aoquozdag s03NnIva¢ ‘ygpt avadeyd fQL9T ¢S 18-0261
A10judAul ssoutsng
0861
wo3sks Yurxel sadueyp 0861 ‘1 &1np 0861 ‘LT ATnr| Fo so3nieag ‘gr9 203dvyd ‘4661 4V | 18-0861
[TI§ _J071  ©durpualay
vouepunije 0861 IO
2102dg 203 juawzealpe JTwiT dnuoAdy 1861 ‘1 Axenuer [(geT ‘gz Aoquwoildog soanjels ‘ggel aoadeyn ‘g9ze dS 18-0861
. IR0 TTILA ITOTI00 09-6L61 o
G361 h
stsvq anoy Iod e uo posoadde pung 0861 ‘1 A1rr 0861 ‘Lz A1nf| 3o soamyeas ‘pg; aoadeyy ‘ol s 15-0861
. 0L81 45 ©3 TTTH 49TTvaL - (11d .
ueTg ASISTI uoTILONP] TCI00d3
A 086l JO°
§21npoo0oad uotjeonpy 1eIdads asTARY 0861 ‘1 AInf 0861 ‘0€ Zoquaidag $23n3B3S ‘€61 F03dvyy ‘gL0¢ AV 18-086T
uefg A93SB uoTILONpPY TrIo0dg
suotstaoxd 0861 :
uotieonpy frroadg mou e dun s399 0861 ‘i A1nr 0861 ‘gz Arnr| 3o seanjels ‘/e. ao3zdevyd ‘Q/31 US 18-0861
17I8 @0UPUTg (0025 dATsuayoadwon
30V 0861 JFO
323png aya jo suoistAoad SOSTAIY 0861 ‘1 A1nrf {0861 ‘0t aoquajdeg §93Nn3B3S ‘#G¢T 493dvy)y ‘967z dS 18-0861
30V 393png
18-0861 0861
103 sijunowe judunorjizoddy dn 3ag 0861 ‘1 Anr 0861 ‘91 AInf| Fo soanjeas ‘gr¢ xoaduvyy ‘0oz av 18-0861
o jovawg w>muummuu a0uionos Aq osodand/1114 ACOX [LOST14
11140 @3vg paud1s a3evQ

8]

117 IFA SRR IAN AR TAE NS R R 1

tresvi oo LR S S

LSPY ANI TN T T T L LRI

PNVIOYOY VT TRITT T My T




! lg-91l-

Z1i8S/ID avt

23T3S 706°GL put TE20T YOT1°%¢
ST U01ITITFTIIA009Y (Id) I¥-08G61

(29 9L1°¢€s)

%150° ses TedIoutag 3sa1d

pPUL UOTITIIJTI3I020Y DOUBAPY
usoming odfuryy  *03ILIAS YoHL G/
PUT TB207T 7452 %7 ST 1d 18-0861

ueyd a93sel uorjevonpy
1etoodg jo @snmoaq jud
~10UTiy 3SATJ POTFI3A009Y

ejep
JU21aIN) BUTSN 2OUBAPY
J° u0oT3EOTIT3I000Y

saduryo uwiqg
1A38B uoTjeonpy Teroadg
3091391 03 PoiIJI3i00aY

jusuwuotjxoddy aouvApy
24yl 03 YprW SUOTJIIII0D Of

898°1%8°6)

(LET'HTG6 LL9)

£98° 118 e ‘9%

A3junoy ‘p1v 30Ta3stqg ALV ‘dopil (/00N ~ dSuryd oy
UoTqELOTITIa0d0y Tedioutag 35371 Iy-0961

(£58°18%)
(761°69%°61)
(006°902°C2)

(SLOFT19°C)

(su8'1%8'¢G)

(LET H16°LT9)

SH1126°86¢€ 8¢
d0/sd JS8n pur s3

(248°18%)
(761°69%°61)
(006902 °¢€2)

(2L0119°¢)

5U013001.10)
avrdx a01ad
onpj

ood3 1rior

TWIT 9NUDADY

*doyl g/00%

ALV

d0/Ssa J15$0

SU0T320110)
Ivoy 201y

786666 7LS)
{(696°6€9°G11)
(8€6 LSS 966"

%16°990°062°

06%°068°982°9%

S6T1°%96°L86°GS

$)
9%

(786°666°7LG)  onp7 duds
(0T%°S10°08T) TV JSSO
(GLL'T6T90G L) Ta Z1-Y
96T1°9L1°40€ 8% 1raol

(1d) tedroutag 3satd 1$-0861

LI€°99% 179 LS 1raol

u0T3BOTJT31999Y
Jusuuotizoddy 9ouBApPY 18-0861

wl1C€°99%°129°LS Tvaogl

juoumotyaoddy oourApy 19-0861

saITWIY

U0T309110) JO JUnNOwWy

spung 03v3S

spung 1riol

N




18-91-21
GG HND
Uyl
6L2°892°T 08-6L61
Y9 ‘9ne v 6L-8i61
SU0T3I9X10) (9£0°995°ST) 9L0°996°¢ 1) aIvo
(E€5°€ET°559) (€esfeg1'cs9)  onpy 2adg
989 ‘eR1‘621 SIS AN DEEEER
(Z91°%1Z°€0T$) #%r€9'1 9tm (7d) puv Mmﬁm.mow.moonv MMNH.NRM,MnMNNV T mw,x
UOTITITITIL0D0Y (Zd) U0aM3IDq PBuryd 866660 LTy 95 £80°%06'6£,8S Triol
Ladury)
uot3TI0359x 51013501100 aval uOMua

93TIF 7S SL
put 1T20 79%°H7 8T (Td) 18-0861

3T0T}9p JO 9snedoq
(TI) POTITIA0OY

(162°6€%)
(TT0°LT6°sT)
(006°907°€2)
(5L2°619°¢6)
(980°1€1°629)
(862°69%°¢€eT)

(566°00%°0€6°6)
9LL°688°€2€°9¢%

(152°6€6)
(T10°£25°61)
(006°902°¢€2)
(6L2°G619°6)

(980°1€1°629)
(88e‘1L2°L8T)

PUt J0/sa dsso ‘dopp d/poy sadury> oy
UoTI3eOTITI 009y TedIoutig puosog

13-0861

d/004

dIvVo

d0/sa 4SS5
SUG1300310)
avo} 10Ti1d
onp3 oadsg
T4 JSSO

(0%70°C8L E16 L)y TY TI-N
1S6°CL0 1L 86 Traol
(¢d) turdroutag puodcs [u-0861

SYIDUN

SUOTID0II0D JO Junouy

Spung 23°v3g

Spung 17300

-30-



Lp/91/z1

' a9
\ avl
m@m BSS76EL' 98 JudwuoTI0ddy 0OUVRAPY 28~-1§6]
£00'Y06'6EV 8s SPUNG TLIOL 20-18GL  UION
JuowdoToAdd P TYD
{aetl Jo
‘gaanpooord juonuotiiodde goburyy Lo6l 'L ATnp o6l ‘oz ounp soan3edg ezl aaadeyn g v 28-1861
uetd Joasel uatavonps Tviasdg
‘312130p _ 1861
uotaeonpy Trfovdg Jo uotzonpay 1861 ‘L Atnp| Le6l ‘iz xoquojdes 59303135 ‘opg 2o3dvyd ‘og9 ¢0-1861
soxey Alraodoag
LE6L 30O
‘soxel paandosun Triuvsuatddng tg6l ‘L Atnp Lg6L ‘yz dunp s93nInis ‘1ol ao3dvyd ‘goy ©S z8-126
*aedA TrOS1J TT1g 1oTT1Ra]
Z8-81l61 Trao3 ueTd anasep uotILIn H,AL.LU
*OSUQ JTWIT ONUDADI 03} 503eT0x1 3ng 1661 3O
943 03 uoT3oNpPo1 59aTnbhoy ‘T861 ‘1 Aaenuep | 1gel ‘0t aoquoides S93n3e3g ‘pe0L a03dryd ‘9. 9s ze-1861
*1vok TeOoST1]
‘wroy Tedroutad 3IsITd ¢8-1861 Te3ol LLL 1Y O3 TTITg anrreag
dn PTdH  *96lg €4S Pue ‘QL| €S 03 s03RTaa 3Ing Lg6l 3o
“LLL av jo suotizod sastady ‘z86L ‘1 Axenuep| (g6l ‘0f Ioquaizdog s93n3e3s ‘€601 x93deud ‘19 gy zg-1861
*Iedk Teos1]
TTTg 22URUT,] TOOYDS
Z8-1861 Tr3ol R TR
*oouRuUTY 03 $S93erTda1 3Ing soan3e35 ¢ oadm mm | u\
Tooyss uo j3ovdut aolew sey ‘7861 'L Aaenuep 1861 ‘gz aunp 001 AARUO TLLL Y ¢8-1861
3oy 32bpng 03 T1T4 JoTT1R1]
*abenbuet 1861 JO
TOI3U0D pue sjunowe dwos sajepdn 1861 ‘1 Atnp 1861 ‘gL Angp §93n3e3s ‘g9l 193deyd ‘ovg dsS z8-1861
: 3oy 39bpng
cohunburT TOI3UOD BTLIIPTSUOD 1961 Jo
doururd Tooyss jo ajepdn 186l ‘1 ATnp 1861 ‘¥z aunp s93n3e3s ‘66 193deyd ‘oLl 9g Z8-186|
LOVIWI ANILDAIAT xozmm>ou Agl AS0AUNd/ 1114 ViER YOS
TII0 aLvd QDTS UIVA




AUDITOR GENERAL'S COMMENTS ON
THE DEPARTMENT OF EDUCATION'S RESPONSE

Normally, we do not comment on agency responses to our audit
reports. However, we are commenting 1in this instance to
provide clarity and perspective in view of the Department of
Education’'s exceptions to the conclusions of our report.

Our report recommends that the Department of Education adopt
internal control procedures to provide greater assurance that
school districts receive accurate apportionments.
Specifically, we vrecommend that the department establish
certain Tlegal, procedural, and data processing controls.
Contrary to what the department suggests, these standard
control procedures can be implemented by using existing
department personnel and will place no additional burden on
local educational agencies. We believe these controls are
warranted and commensurate with the State Department of
Education's responsibility  for assuring the accurate
apportionment of approximately $5 billion in state funding for
basic education programs.

The department criticizes our report for failing to recognize
the system of "checks and balances" that currently exists
outside the Department of Education. The department refers to
"county superintendents and auditors and local certified public
accountants [who} review, verify, and audit Tocal apportionment
calculations."

While our audit was directed toward improvements which could be
made within the department, we did review the responsibilities
of county superintendents, county auditors, and public
accountants in the apportionment process. We also reviewed the
apportionment documents prepared and processed by these
officials. We discuss the responsibilities of these officials
beginning on page 3 of our report. In the course of our audit,
we found no evidence of a system of "checks and balances"
operating in the apportionment process. Instead, we determined
that the various county and Tlocal officials and public
accountants each have responsibilities for portions of the
apportionment process. In our opinion their responsibilities
cannot be perceived to constitute systematic edits and audits
of apportionment data, as the department implies.

We reviewed the independent audit reports of our sample school

districts to determine whether the information contained in
these reports could be used to verify the accuracy of the data
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used in the apportionment calculations. We found that the data
provided in the audit reports of school districts generally
were not in a format comparable to apportionment forms. This
discrepancy restricts the ability of the department to verify
the accuracy of apportionments made to school districts.

In our review of school districts, we determined that districts
may not be maintaining adequate documentation and support for
apportionment claims. For example, on page 11 of our report,
we indicate that we could not find adequate documentation and
support for declining enroliment claims at the school districts
we visited. This shows that certain information which is being
used to make apportionments has not been verified or audited
since the supporting data has not been kept at school
districts. Based upon our review of the control mechanisms
which exist outside the department, we believe it is unwise for
the department to rely on the mechanisms as a complete system
of "checks and balances" to verify and audit apportionments.

The department also criticizes our report for pointing out only
one instance of apportionment miscalculation in a four-year
period. The intent of our report was not to identify every
error or discrepancy in the apportionment process. Instead, we
used the examples to illustrate the potential for errors in the
current apportionment process and the need for adequate control
procedures. Because of such weaknesses, we recommend that the
department institute controls to provide greater assurances
that the potential for legal, procedural, and data processing
errors are reduced.

Finally, the department contends that our report's "conclusion"
regarding the lack of participation by data management services
staff is untrue. Our conclusion states that the computerized
system is not documented. This Tack of documentation is
created, in part, by the absence of active participation by the
data management services staff 1in applying accepted standards
of documentation. As we point out on page 12 of our report and
as reiterated in the department's response, the one analyst
assigned to the unit 1is responsible for programming and
design--not for documentation.

The Tlack of documentation creates the risk that the system
would become inoperable if key personnel were to leave.
Further, the absence of systems documentation prevented us from
auditing certain portions of the apportionment process. The
department's statement that "additional computer system
documentation is always desirable" is misleading because it
implies that an acceptable 1level of documentation already
exists. As our report states, we found a significant Tlack of
such systems documentation.
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In spite of the Department of Education's disagreement with the
conclusions of our report, we still recommend the establishment
of legal, procedural, and documentation controls using
available resource specialists in the department. The
Department of Education should institute these controls in
order to provide greater assurance to the Superintendent of
Public Instruction that his certification of apportionments is
accurate and in conformance with the law.

-34-




ccC:

Members of the Legislature

Office of the Governor

Office of the Lieutenant Governor
Secretary of State

State Controller

State Treasurer

Legislative Analyst

Director of Finance

Assembly Office of Research

Senate Office of Research

Assembly Majority/Minority Consultants
Senate Majority/Minority Consultants
California State Department Heads
Capitol Press Corps





