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The Governor of California
President pro Tempore of the Senate
Speaker of the Assembly

State Capitol

Sacramento, California 95814

Dear Governor and Legislative Leaders:

As required by Chapter 21, Statutes of 2012, the California State Auditor (state auditor) presents
this audit report concerning the administration of the federally funded migrant education
program (migrant program) by the California Department of Education (Education).

This report concludes that, despite recent efforts to improve its oversight of the migrant
program, Education has not provided adequate guidance to the regional offices that administer
the program’s services (regions). While federal law and regulations broadly outline the allowable
services migrant children can receive, they depend largely on state educational agencies to set
more defined program guidelines. However, Education has not clearly defined what is necessary
and reasonable for a variety of expenditure categories. This lack of formal guidance has created
disagreements regarding allowable expenses as well as wide variation in how regions classify
expenses. Despite the lack of robust guidance, most of the expenditures we reviewed at
eight program regions appear allowable. In a review of 320 randomly selected expenditures,
we questioned six expenditures, totaling roughly $14,800. The majority of this total relates
to excessive food costs, when compared to federal per diem rates, incurred at a state parent
conference sponsored by Education. We estimate that, for the last three annual conferences,
the amount spent on food beyond what we would consider reasonable totals $200,000.
Additionally, we question $144,000 in janitorial and catering costs at one region because the
former director of this region approved contracts with janitorial and catering companies that
she or her then-husband owned.

Education’s migrant office has experienced frequent changes in leadership and high staff
turnover at the same time it has been tasked with a heavy workload in response to federal
reviews of the program. Moreover, the data collected on a statewide level about the migrant
program are likely insufficient in detail to thoroughly evaluate whether the program is effective
in addressing the academic needs of migrant children. These data limitations also prevent
Education from effectively evaluating the services it provides through statewide contracts or the
regional structure used to carry out the program. Finally, because of a lack of trust, Education
has also had difficulty making productive use of a state parent advisory council whose purpose
is to advise and assist the program.

Respectfully submitted,

ELAINE M. HOWLE, CPA
State Auditor
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Summary

Results in Brief

Despite recent efforts to improve its oversight of the federally
funded migrant education program (migrant program), the
California Department of Education (Education) has not provided
adequate guidance to the regional offices that administer the
migrant program’s services. Instead, it has relied largely on

the judgment of regional administrators and its individual program
staff when making decisions about allowable expenses and financial
codes used to categorize these expenses. This lack of formal
guidance has created inconsistencies and controversy regarding
allowable expenses as well as wide variation in how the migrant
program regions classify expenses. As a result, Education’s recent
calculations of regional administrative costs were flawed and
inaccurate. These calculations, as well as recent decisions related

to vehicle purchases, have continued to sow discord between
Education and the regions. Because of a lack of trust, Education also
has had difficulty making productive use of a state parent council
whose purpose is to advise and assist the migrant program. Partly
because of its past inaction and lack of communication, Education
now faces numerous grant conditions and reporting requirements
imposed by the federal agency overseeing the migrant program.

The migrant program, which is fully funded by the federal
government, provides supplemental education services to migrant
children. Children can receive migrant program services if they or
their parents or guardians are migrant workers in the agriculture
or fishing industries and their families have moved in the last
three years for the purpose of finding temporary or seasonal
employment. Education receives over $130 million each year to
carry out the migrant program. The purpose of the funding is

to help migrant children achieve academically despite disruptions
caused by repeated moves. Federal law and regulations broadly
outline allowable activities and services, depending largely on state
educational agencies to define more detailed program guidelines.
However, Education has not clearly defined what is necessary and
reasonable for a variety of expenditure categories. As a result,
expenditures for items such as food, vehicles, and even instruction
in music are areas of judgment that can lead to disagreements
between Education and the migrant program’s regions.

Despite the lack of robust guidance, most of the expenditures we
reviewed at eight migrant program regions appear allowable and
reasonable. In a review of 320 randomly selected expenditures
totaling $12.6 million in migrant program funds, we found

six instances for which we question whether the expenditures
were allowable or reasonable uses of migrant funds. These

February 2013

Audit Highlights . . .

Our audit of the federally funded migrant
education program (migrant program)
highlighted the following:

» The California Department of Education’s
(Education) inadequate guidance to
the regional offices that administer the
migrant program’s services has led to
inconsistencies and controversy regarding
allowable expenses and wide variation in
how regions classify expenses.

« Education’s recent calculations of
regional administrative costs were
flawed and inaccurate due to the
inconsistencies and interpretation in
classifying expenses.

« Most of the expenditures we reviewed
appear reasonable and allowable,
however, we question some expenses
including expenses related to a
potential conflict of interest in
one region.

» Internal difficulties could have
affected Education’s oversight of the
migrant program.

« The turnover rate in Education’s
migrant program office has
been double the national
average for turnover in state and
local governments.

« Afractured relationship exists between
Education and some of its migrant
program regions due, in part, to past
decisions related to allowable costs
and administrative cost calculations.

continued on next page. ..
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» Education has not completed an
evaluation of the statewide effectiveness
of the migrant program.

« The data collected about the program
is likely insufficient and can only
measure about half of the program’s
target outcomes.

+ Data limitations do not allow
Education to effectively evaluate the
regional structure used to carry out
the migrant program.

six expenditures total roughly $14,800. Half of these expenditures
relate to food purchased for a parent conference Education
sponsored annually; these food costs totaled $100 per day for

each attendee. Also, we observed food costs for a parent meeting
in one region that totaled almost $33 per person for breakfast

and lunch. The costs were higher than what we would consider
reasonable, using the federal per diem rates as our comparison. We
questioned the remaining two expenditures because they did not
relate directly to migrant students or their identified needs. Further,
as part of our review of internal controls and regional applications
for funds, we found other questionable expenditures that were not
in our sample. For example, we found that in one region a former
regional director entered into contracts with janitorial and catering
companies that she or her then-husband owned. The payments
made to these companies totaled approximately $144,000.

Education presented flawed, unreliable calculations to the

federal government regarding the amount of funding spent on
administrative costs in its migrant program regions. In response to
federal concerns, in January 2011 Education created direct service
and administrative cost categories that had not existed before that
time. Then, using data from prior fiscal years, Education sorted
regional expenditures into these categories retroactively. However,
Education did not explain these categories to the regions before
2011. Because Education did not direct the regions to use certain
codes for administrative or direct service costs only, some regions
charged administrative expenditures to codes that Education later
determined were direct service codes. Similarly, some regions
charged service-related costs to codes that Education later labeled
administrative. Because Education retroactively used codes that did
not align with the regions’ underlying expenditures, its calculations
were unreliable. Even so, the results fed perceptions that regional
administrative costs were too high.

Additionally, Education has had internal difficulties that could affect
its oversight of the migrant program. Over the past four years,
Education’s migrant program office has faced a turnover rate

that is double the national average for turnover in state and local
governments. As a result, staff who have been with the migrant
program for a short time have been assigned critical tasks. Further,
Education has a fractured relationship with some of its migrant
program regions. Regional directors for the migrant program
(regional directors) have expressed frustration that Education did
not consult them before presenting administrative cost calculations
to the federal government. The director for the statewide migrant
program agreed that discussions between Education and some
regional directors remain unproductive.
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Finally, Education has not completed an evaluation of the statewide
effectiveness of the migrant program and is hampered from doing
so by limited data on program performance. Education has only

a draft copy of an evaluation of the statewide migrant program,
and the draft report indicates that Education cannot effectively
measure about half of the program’s target outcomes. The data
collected about the migrant program are likely insufficient to
thoroughly evaluate the program because only summary-level
information about services is collected. Therefore, Education faces
challenges in assessing the link between services provided and
academic achievement. For example, Education’s migrant database
records a one-day reading program and a 14-week reading program
identically under the same reading services category. Because of its
data limitations, Education cannot effectively evaluate the services
it provides through statewide contracts or the regional structure
used to carry out the migrant program.

Recommendations

To minimize the potential for disagreement over allowable migrant
program costs, Education should better define the criteria by which
it will consider program costs allowable and include those criteria
in the migrant program fiscal handbook it provides to the regions.

To address problems with its methodology for calculating administrative
costs, Education should do the following:

+ Review the regions’ current use of accounting codes to identify
the areas in which regions differ in accounting for similar
migrant program costs.

« Provide regions with more specific direction about how to charge
these expenses.

+ Revise its list of accounting codes that it considers administrative
in light of its review of regional coding.

To determine if the migrant program is effective, Education
should finalize its current evaluation of the program and begin
developing the capacity to annually produce a more robust
evaluation of the program.

To address a lack of detailed migrant program service and outcome
data, Education should either expand the capabilities of its existing
statewide databases or implement additional systems that would
allow regions to capture more detailed data about migrant students.

February 2013
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Agency Comments

Education generally agreed with the report recommendations but
took exception to a recommendation that it essentially reverse its
previous decision to disallow a vehicle purchase at the San Joaquin
County Office of Education (San Joaquin). Because we did not make
specific recommendations to seven regions we visited, they did not
need to respond in writing to the audit report. However, we made
recommendations to one of the regions—San Joaquin—resulting
from a particular conflict of interest, and the region agreed that it
would implement them.
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Introduction
Background
The migrant education program (migrant program)
is a federally funded program that has provided Purpose of the Federally Funded
supplemental education services to California’s Migrant Education Program

migrant children since the late 1970s.! Children can
receive migrant program services if they or their
parents or guardians are migrant workers in the

To assist states in developing educational programs for
migrant children that help accomplish the following:

agriculture or fishing industries and their family has + Reduce educational disruptions and other problems
moved in the last three years for the purpose of resulting from repeated moves.

finding temp.oralTy or setasonal employmenF. « Overcome cultural and language barriers, social
Federal funding is provided for migrant children isolation, various health-related problems, and other
ages 3 through 21. The text box outlines the purpose factors that inhibit their ability to do well in school.

of the migrant program, which is generally carried
out through federal grants to state educational
agencies who can, in turn, provide subgrants to
local educational agencies.

« Ensure that migrant children receive opportunities
to meet the same content and achievement
standards that other children are expected to meet.

« Prepare migrant children for a successful transition
to postsecondary education and employment.

The California Department of Education and the Source: Summary of the Elementary and Secondary Education
Regional System for Delivering the Migrant Program Act, Section 1301.

In California the state educational agency that

administers the migrant program is the California Department

of Education (Education). The federal government grants states
flexibility on how they implement migrant program services. In the
California Education Code, lawmakers have required Education to
establish a regional system as the primary method for delivering
migrant program services. State law requires that regional offices be
located in areas of high concentrations of migrant workers and that
the boundaries of these regions include all geographic areas with
migrant workers. To supply services to migrant children residing
within the regions, state law authorizes Education to contract

with county offices of education, which serve as regional offices,

or to contract directly with local educational agencies (school
districts). As the map in Appendix A indicates, Education currently
contracts with 23 regions: 14 county offices of education serving

as regional offices and nine directly funded school districts.

The 14 county offices can provide direct migrant program

services and can also provide program funds to school districts

in their respective geographical areas. The nine school

districts directly funded by Education administer their own
migrant programs and are not subject to regional office oversight.

T Migrant program funds must be used to address the needs of migrant children that other
programs do not already address. Thus, the migrant program must supplement migrant
children’s core academic programs, not supplant them.
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Education provides the regions roughly 85 percent (over

$110 million) of the more than $130 million in migrant program
funds spent in California. Education uses the remaining funds for
its operations (roughly 1 percent) and for its contracts with entities
delivering statewide programs and services (about 14 percent).

Education’s implementation of the regional model outlined in

state law includes its annual review and approval of regional
applications for migrant program funds. Education distributes
regional applications annually and requires regions seeking migrant
program funds to submit the application and a proposed budget
for their region. The completed applications describe the migrant
student population in the region, the services the region plans to
offer these students, and the target outcomes of these services. In
addition, the application describes regional staffing and the method
by which the region plans to involve the parents of the migrant
students in the program. Once Education has reviewed a region’s
application, it returns comments to the region. Regional staff then
adjust the application to respond to the comments. Once the
process of comments and application adjustments is complete and
the application is deemed satisfactory, Education approves the
regional application and budget and sends an award notification
letter to the region.

Education interacts with the regions through four program consultants
and two fiscal analysts (program staff). Program consultants serve
as the direct contact for regional offices with questions related to the
implementation of the migrant program in their region. Education’s
fiscal analysts are responsible for communicating with the regions
about the migrant program budget and budget amendments. Each
migrant program staff member is assigned a set of regions that he

or she is directly responsible for. In addition to interacting with the
regions, migrant program staff are in charge of overseeing statewide
contracts and projects and federal reporting, and at least one is
assigned to the state parent advisory council (state parent council)
described below.

Parent Advisory Councils

Federal law requires that each state operating a migrant program
seek input from migrant parents regarding the content of the State’s
program. State law also requires Education to take steps to ensure
effective parent involvement, including the establishment of a

state parent council to participate in the planning, operation, and
evaluation of the migrant program. The state parent council must
comprise members who are knowledgeable of the needs of migrant
children, and at least two-thirds of its members must be migrant
parents. As of November 2012 the state parent council consisted of
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30 members. State law requires the council to meet a minimum of
six times a year. The purpose of the meetings is to provide input on
issues relating to the operation of the migrant program. State law
requires the state superintendent of public instruction to sponsor
an annual conference for the council each spring. Finally, state law
requires Education to provide the council with training, including
training related to preparing a report on the status of the migrant
program. After this training, the council has 120 days to submit

its report including a review of needs, program evaluation, and
policy recommendations.

Members of the state parent council are elected from regional
parent councils. These councils provide advice to regions and

can elect up to two representatives from their memberships to
participate in the state parent council. Similarly, school districts
funded by regional offices can have district parent councils, and
these councils elect members to serve on the regional parent
councils. The law assigns all parent councils the responsibility of
being involved in the review of needs assessments and program
goals, and of advising on the selection, development, and
assignment of migrant program staff. These layers of migrant
parent involvement are designed not only to provide program
oversight but also to provide opportunities to teach parents how to
provide for the academic needs of their children within California’s
educational system.

Data Systems for the Migrant Program

Education and its regions use a few databases to assist in managing
the migrant program, though access to these systems varies
among the different parties. Regions have access to software

called COEStar through a state-administered contract. The regions
use COEStar to enter information about a student’s eligibility for
the migrant program, school enrollment, and the services each
student receives during the school year or summer term. The
information that regions enter into COEStar feeds into a statewide
system known as the Migrant Student Information Network
(MSIN). Education uses MSIN to complete some of the required
annual federal reports. Education and the regions can both review
data in MSIN. Additionally, Education contracts with a consultant
to use the student data in MSIN to locate migrant students in

the State’s student achievement database. Education’s contractor
provides aggregate achievement data to the regions so that they can
use the information in their annual applications for funds.

February 2013
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Federal Reviews and Grant Conditions

The findings of recent federal reviews of California’s migrant
program have resulted in additional grant conditions placed

on Education. The Office of Migrant Education (OME) at the

U.S. Department of Education conducted a review of the migrant
program in July 2011 and issued a summary of this review and other
communications with Education in September 2011. OME stated
in its review summary that one of the reasons for the review was
Education’s failure to respond to its requests for information on
what Education was doing to respond to allegations regarding the
state parent council. OME stated that it had notified Education

of allegations of impropriety and mismanagement on the state
parent council in March 2010 and was unsatisfied with Education’s
response and communications regarding this issue. OME’s review
summary contained five findings requiring corrective action, which
we summarize as follows:

+ State parent council: Education deferred resolution of the most
serious council problems for more than three years after OME
originally notified Education of its concerns. Identified problems
included violations of open-meeting laws, inappropriate
behavior of members, adverse relationship with Education, and
unnecessary administrative expenditures.

+ Administrative costs: Education was slow to respond
to OME'’s concerns and inquiries regarding the regions’
administrative costs. Education’s efforts to calculate and
control administrative costs were only in their infancy at the
time of the review.

+ Errors in eligibility determinations: OME expressed concerns
with Education’s plan to pay for independent reviewers of
eligibility determinations using penalties paid by regions with the
highest eligibility error rates.

« Failure to approve state service delivery plan: The migrant
program’s statewide plan remained in “draft” status at the time of
OME’s review, and representatives of Education could not clearly
state why the State Board of Education had not been given the
opportunity to approve it.

+ Problems with a particular school district: Education failed to
provide OME required reports on the actions it took in response
to a school district whose migrant program was taken over by a
regional office after significant fiscal and management problems
at the district surfaced.
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Most of the concerns raised by the review were the result of
inaction or lack of communication by Education in response

to requests from OME. While the concerns described in the

last two bullet points on the previous page appear to have

been resolved, the remaining concerns formed the basis for

three special conditions imposed on Education’s 2011 federal

grant. These conditions and other corrective actions prompted

by OME'’s review, which are summarized in Appendix B, required
Education to provide numerous written responses and updates

on its efforts to resolve OME'’s concerns. For the 2012 federal

grant, OME continued the three previous grant conditions and
placed an additional grant condition on Education, in response to
concerns regarding the alleged conduct of migrant program staff

at the regional and statewide level. Each grant condition requires
Education to provide reports to OME on its efforts to address
problems raised in past reviews. OME stated that failure to respond
satisfactorily to the conditions could result in further administrative
action. These grant conditions, including one requiring Education
to conduct an audit of the fiscal operations of its regions, informed
the scope of this audit, which was required by legislation enacted in
June 2012.

Scope and Methodology

The Legislature directed the California State Auditor (state auditor)
to conduct an independent audit of state and local implementation
of the federally funded migrant program. Table 1 on the following
page describes the objectives given to the state auditor and our
methodology for addressing those objectives. In addition to the
objectives, the Legislature required the state auditor to make
recommendations for how the State may address any audit findings.
We make such recommendations at the conclusion of each chapter
of this audit report. Finally, the Legislature required that the sample
of migrant program regions be sufficient in number to reflect the
diversity of local regions and program structures. We describe the
method we used to select the eight migrant program regions we
audited in Appendix A of this report.

February 2013
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Table 1
Audit Objectives and the Methods Used to Address Them

AUDIT OBJECTIVE

METHOD

Audit the expenditures, fiscal practices, and fiscal oversight at the
California Department of Education (Education) and in a sample of
migrant education program (migrant program) regions to determine
compliance with applicable state and federal laws, regulations, and
administrative policies.

Evaluate the state parent advisory council (state parent council)
makeup and activities at the state level and in a sample of local
migrant program regions to determine compliance with applicable
state and federal laws, regulations, and administrative policies

and assess whether the State appropriately supports and engages
migrant parents.

Review how effectively the State organizes and implements migrant
education services at both the state and local levels, which includes
alignment between program goals and program activities, outcomes
from state-level contracts, effectiveness of data collection structures
and internal operations, and the efficacy of the existing regional
service delivery structure.

Assess the extent to which any relevant findings raised in recent
federal reviews (since 2006) of the State’s migrant program have
been addressed. To the extent that these findings have not been
adequately addressed, provide recommendations on how the State
should address them to ensure the delivery of services in the migrant
program are efficient and effective.

We reviewed applicable state and federal laws, regulations, and
administrative policies. We reviewed Education’s fiscal oversight
of the migrant program regions’ use of funds. We also reviewed
Education’s methodology for calculating administrative costs in
program regions.

At a selection of eight migrant program regions, we assessed internal
control practices and randomly selected 40 expenditures at each
region and tested them for compliance with relevant criteria.

We reviewed the applicable state and federal laws, regulations, and
administrative policies. We assessed Education’s oversight of the
state parent council composition and verified the composition of
the council’s membership.

We reviewed the state parent council activity regarding its required
annual report and interviewed Education and parent council
members regarding this report.

We interviewed Education’s staff about efforts to comply with
applicable open-meeting laws at state parent council meetings and
tested compliance with law related to agenda posting.

We interviewed members of the state parent council to obtain their
perspective on the issues facing the council.

At a selection of eight migrant program regions, we interviewed
regional staff and reviewed regional parent council agendas and
minutes to determine the level of state parent representative
activity at the regional level.

We reviewed the alignment between the goals of the migrant
program outlined in the statewide plan and the activities in the
migrant program regions’ application for funds.

We interviewed Education’s staff and reviewed contract documents
to assess Education’s oversight of contractors and its efforts to
ensure contract outcomes are realized.

We interviewed regional staff and Education’s contractor regarding
the effectiveness of data collection and internal operations of
data systems.

We assessed the regional service delivery structure through
interviews with regional directors, Education staff, and a
comparison of the State’s migrant program to programs in
other states.

We reviewed the federal findings from reviews and audits
completed since 2006 and documented Education’s most
up-to-date response to the findings that were still outstanding.

We interviewed Education’s staff and also spoke with
representatives of the federal oversight agency. The results of
our review and recommendations appear in Appendix B.

Sources: California State Auditor’s analysis of Chapter 21, Statutes of 2012, and the analysis of information and documentation identified in the table
column titled Method.
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Assessment of Data Reliability

In performing this audit, we relied upon various electronic data
files extracted from the information systems listed in Table 2.

The U.S. Government Accountability Office, whose standards we
follow, requires us to assess the sufficiency and appropriateness of
computer-processed information that is used to support findings,
conclusions, or recommendations. Table 2 shows the results of
this analysis.

Table 2
Methods of Assessing Data Reliability

INFORMATION SYSTEM PURPOSE METHOD AND RESULT CONCLUSION

San Joaquin County Office of - Determine the amount Sufficiently reliable for

Education (San Joaquin) of expenditures paid to the purpose of this audit.
California Education each vendor.

Computer Consortium’s - Select a sample of

Financial System migrant education

(Financial System) expenditures.

Data for fiscal years 2009-10,
2010-11,and 2011-12

Monterey County Office of Select a sample of migrant
Education (Monterey) education expenditures.

Not complete for the
purpose of this audit.
Financial Management
System (FMS)

Data for fiscal years 2009-10,
2010-11,and 2011-12

Sources: California State Auditor’s analysis of various documents, interviews, and data obtained from the counties listed in the table.
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Chapter 1

THE CALIFORNIA DEPARTMENT OF EDUCATION HAS
NOT PROVIDED SUFFICIENT FISCAL OVERSIGHT OF THE
MIGRANT EDUCATION PROGRAM

Chapter Summary

The California Department of Education (Education) has not
established strong oversight of the funds that it disburses for the
migrant education program (migrant program). Rather, Education
has provided sparse guidance about what is a necessary and
reasonable expenditure in many areas of the migrant program,
including food costs and classes such as music instruction.
Education has combined this lack of guidance with a limited
ongoing review of the regions that deliver migrant program services
(regions). Though Education approves proposed migrant education
expenditures annually through its application process, Education’s
migrant program office does not collect enough detailed
information throughout the year to determine whether regions are
spending funds as they proposed in their applications. Additionally,
Education used a flawed approach to address federal concerns
about the amount of migrant funds spent for administrative
purposes. This approach fueled federal concerns and led to tension
between Education and the regions it oversees.

Guidance on Which Activities Are Allowable Under the Migrant
Program Is Broad and Leaves Room for Disagreement

Federal and state laws provide broad guidance on what expenditures
are allowed as part of the migrant program, and Education has
provided little additional guidance to narrow the definition of an
allowed cost. As a result, there is room for disagreement about

the allowable uses of migrant funds, which has led to tension
between Education and some migrant program regions. Federal
law requires states to use migrant program funding to meet the
identified needs of migrant students. To meet those needs, states
are required to conduct an assessment and develop a statewide
service plan. Federal guidance also requires that expenditures of
migrant program funds be necessary and reasonable for the proper
and efficient performance and administration of the migrant
program. Finally, the migrant program funds must be used to
provide supplemental services to migrant students. In other words,
migrant funding cannot be used to provide services to migrant
students if other nonfederal funding is available for those services.

February 2013
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Education’s migrant program
fiscal handbook does not address
music or dance classes or what are
reasonable costs for food.

For example, migrant funds cannot be used to fund the core
curriculum that all students receive, since other funds are dedicated
to this purpose.

State law also remains broad in scope with regard to allowable
activities and repeats the federal requirement that migrant
program funds only supplement existing programs. With regard

to program activities, state law establishes a regional structure

for the migrant program and requires the state superintendent

of public instruction, who is the head of Education, to approve

the service plan for each of the regions to which it grants migrant
program funding. Under federal requirements, activities are allowed
if they are consistent with the statewide plan to address the needs
of migrant students.2 In September 2010 Education completed its
federally required statewide plan covering the five years from 2009
to 2014. The statewide plan contains the program goals and
suggested activities or strategies to meet the identified needs of the
migrant students. However, none of the plan’s suggested activities
or strategies are strictly required of the regions, and regions can
still decide to approach statewide goals using activities that are not
found in the statewide plan.

In 2007 Education published a fiscal handbook to guide regions in
the use of migrant program funds; this handbook largely

mirrors the broad federal guidance with regard to allowable costs.
In addition, the handbook specifically lists certain unallowable
expenses, including items such as the salaries of employees not
directly related to the migrant program, professional association
fees, and excess costs from other grant agreements. The handbook
provides direction that certain types of expenditures, such as
conferences and travel, must be necessary and related to the
identified needs of migrant students. Although the handbook
provides some additional direction about allowable and unallowable
expenses, it does not address certain types of expenditures, such
as those for music or dance classes. It also contains no guidance
on how Education will determine if certain costs for food are
reasonable. We discuss these examples later in this chapter.

Under such broad criteria, the importance of judgments about the
necessity and reasonableness of expenditures becomes elevated.
While some expenditures may clearly violate the federal and state
guidelines previously described, others can be directly tied to
migrant student needs and still be questioned on the grounds of
necessity or reasonableness. This gray area can and has created
disagreements between Education and the regions. One area

2 This plan is specific to the migrant program and the needs of migrant students. This statewide
plan for migrant students is distinct from the statewide education plan.
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of disagreement has been the question of whether regions can
purchase vehicles with migrant education funds. The allowable
costs section of Education’s fiscal handbook does not address such
expenses. However, despite approving these costs in the past,
Education has recently expressed that these vehicle purchases are a
cause of concern.

In one of the regions we visited—the San Joaquin County Office

of Education (San Joaquin)—we found that Education approved

a vehicle purchase in 2010 and later, during a 2012 compliance
review, deemed that same expenditure unallowable. In March 2010
the migrant program administrator approved San Joaquin’s use

of funds to purchase a vehicle to transport parents and conduct
student outreach activities. Two years later, in its formal notification
of findings, Education’s audits division staff initially determined that
the vehicle purchase was not allowed because the region “failed to
obtain approval from the awarding federal agency.” After Education
determined that it had approved the expenditure (federal agency
approval not being necessary), Education shifted its subsequent
discussions with the region to focus on whether San Joaquin could
demonstrate that the vehicle was used solely to support the migrant
program. Although San Joaquin provided mileage logs for the
vehicle, Education’s audits division asserted that the logs “did not
provide enough detail to ensure that the travel was solely for the
benefit of migrant children or the migrant program” Education’s
assistant director of the audits division stated that the logs lacked

a specific destination for the vehicle, a purpose for its use, and
identifying information to link the logs to the purchased vehicle.
Education required San Joaquin to repay over $35,000 in funds to
resolve the finding, which San Joaquin indicated it repaid from its
general fund.

When we reviewed the same mileage logs, we found that they
provided reasonable assurance that the vehicle in question was
used solely for the benefit of the migrant program. Specifically,

we did not find an instance in the logs in which someone other
than migrant program staff used the vehicle. We also observed
that the logs provided the city or town to which the vehicle was
being driven, listed the model of the vehicle (as well as contained
pictures of the vehicle), and described the purpose of each trip
using a numerical code. In addition, we found no evidence that
Education informed San Joaquin of the specific concerns it had
about the mileage logs or gave the region a chance to demonstrate,
for instance, what the numerical codes in the logs meant. In our
opinion, the excessively high standard Education set for these
particular mileage logs appears to have been created by the decision
to disallow the vehicle, which was initially based on the incorrect
understanding that the region should have obtained federal
agency approval.

February 2013
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Without providing more specific
guidance and a rationale for what
expenditures it considers necessary
and reasonable, Education will
likely continue to perpetuate
discord with some of the regions.

One other region we visited, the Bakersfield City School District
(Bakersfield), proposed in early 2012 to purchase a vehicle to
transport students and parents to migrant education events,

and Education denied this request. Documents the region sent

to Education show that the region asserted that it had no other
available vehicles to transport students and parents and that it
had drafted procedures for the use of the new vehicle. Education’s
program staff initially approved the vehicle purchase in March 2012.
However, Education’s deputy superintendent over the migrant
program denied this purchase request in August 2012, citing an
upcoming review of regional purchases as her reason for denial.
We believe that this reason, like the one associated with the
disallowance of San Joaquin’s vehicle purchase, is insufficient, and
these examples highlight one of the sources of tension between
Education and some regions. Without providing more specific
guidance and a rationale for what expenditures it considers
necessary and reasonable, Education will likely continue to
perpetuate this discord.

Education’s Program Oversight Practices Hold Some Value but Are
Insufficient for Monitoring the Regions’ Activities

In recent years, Education’s oversight of regional expenditures has
not extended beyond an annual regional application process and

a federal program review that occurs on a rotating basis at school
sites that operate federally funded programs. Although it has made
recent improvements, Education’s annual review of applications for
funds relied on a small number of staff working with insufficient
training and guidance. This situation likely contributed to some

of the deficiencies we found in approved applications. Education’s
application review now includes additional reviewers and improved
guidance. However, the migrant program office does not directly
influence how often federal program reviews will occur at migrant
program regions, and a long period of time can pass between
reviews. While regions are required to submit quarterly expenditure
reports to Education, the main purpose of these reports is not

to monitor allowable costs but to track when future installments

of the grant award must be paid out to the regions. As such, the
quarterly reports do not provide a detailed listing of expenditures.
These monitoring efforts leave potential for a gap in Education’s
understanding of how funding is spent at the regional level.

Education’s Regional Application Review Has Not Been Robust
Although a potentially effective component of a monitoring

process, Education’s application review has not always been
strong and, on its own, would be insufficient to ensure that
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regions actually follow through with their approved plans. As the
Introduction describes, Education reviews regional applications
annually to determine whether it will fund the services a region
proposes. One of Education’s longest tenured migrant program
staff members stated that before the application review for fiscal
year 2012—13, regional applications were reviewed as two separate
parts by two staff members. According to this staff member, the
fiscal analyst assigned to the region reviewed the proposed regional
budget and the program staff member assigned to the region
reviewed the text in the application related to the proposed services
and regional staffing. This staff member stated that once the

review of the application was complete, the program staff member
for the region sent comments to the region about the revisions
necessary for application approval. Once the region made those
revisions, the program staff member notified Education’s migrant
program administrator that the application was ready for approval.
Education’s former director over the migrant program described
the administrator’s review of the application as cursory.

Because the regional application review is such a key component
of Education’s oversight of the regions, we expected that Education
would have trained its staff in how to review the application

and would have provided guidance to assist staft during the

review. However, a migrant program staff member reported that
Education did not provide any training to its staff on their review
of the regional applications. He stated that the migrant program
office expects that program staft assigned to the regions are experts
who are qualified to make determinations about the applications.
Although staft developed a rubric they used to check the
completeness of regional applications, this rubric did not provide
guidelines for evaluating the quality of the programs and services
described in the regional application. Rather, the rubric included
blank space for staff to record their observations or comments.

Migrant program staff reported that, in the absence of written
formal guidance, they had informal discussions regarding how
they planned to evaluate the regional applications and determine
whether the applications satisfied the criteria. However, no process
existed to ensure consistency and objectivity across the reviews.
Additionally, staff commented that guidance on certain proposed
expenditures did not exist. According to multiple staff members,
determinations about whether some proposed expenditures were
reasonable could sometimes be difficult because Education had
not yet provided clear guidance regarding what is reasonable

and necessary.

Education’s lack of training and guidance may have contributed to
inconsistent or errant regional application reviews by its staff. We
reviewed eight of the 23 regional applications for the 2011—12 grant year

February 2013
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sometimes be difficult because
Education had not yet provided
clear guidance regarding what is
reasonable and necessary.

17



18

California State Auditor Report 2012-044

February 2013

Education has undertaken efforts
to improve the consistency of the
regional application review process.

and found instances in which the regional application appeared to
provide inadequate information. In one case, we found that the region
proposed a college awareness and outdoor program but provided little
detail about what exactly the program would entail. The description
of the program did not specifically describe the academic content

that these camps would cover. Instead, it stated that the camps would
“revolve around academic, social, and motivational skills that are
taught to students” The migrant program staft member who
reviewed this regional application stated to us that he did not know
what outdoor program the region referred to in the application.

In another case, we found that the region proposed the provision
of a prekindergarten tutor service, but it left blank the area of the
application that asks how the region will measure the success of
the tutoring program. Finally, we found a regional application that
repeated the same data analyses and state and local measurable
objectives for all services listed throughout the application. Using
the same measurable outcome for all services does not allow the
migrant program to review the effectiveness of an individual service
that it offers, including services that are less obviously linked to
academic achievement, such as theater arts programs or cultural
awareness classes.

Education made changes to its regional application review process
in the summer of 2012. Multiple reviewers now read and comment
on the quality of a single regional application. Education has also
made efforts to improve the guidance it provides to staff on their
review of the regional application. The migrant program office
revised the application rubric for the 2012—13 grant year, and it
now includes improved guidelines and instructions to staff in
reviewing the regional applications and determining whether items
satisfy the criteria. This new process, coupled with the practice of
having multiple reviewers evaluate regional applications, shows that
Education has undertaken efforts to improve the consistency of the
regional application review process.

While the regional application is potentially an effective tool that
Education could use to ensure that proposed activities align with
program requirements and goals, on its own the application cannot
inform Education about actual activities or expenditures. Education
also requires regions to submit quarterly expenditure reports, but
these do not provide a detailed breakdown of expenditures. Rather,
the quarterly expenditure report is a summary of expenditures
grouped by budget codes. This report allows Education to track

the amount of funding spent in each budget category, but not to
see the actual nature of the expenditures. In testimony before the
Legislature, the deputy superintendent over the migrant program
office stated that Education has not required regions to report
specifically on how they spent migrant funds. Testifying about the
regions, the deputy superintendent stated, “We never really broke
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it down [to] exactly what are [the regions] spending and for what
purposes” Without a more detailed expenditure report, Education
cannot effectively determine how regions are using migrant
funds, and it lacks greater assurance that the funds are being

used appropriately.

Although It Participates in Ongoing Reviews of Local Educational
Agencies, Education’s Migrant Program Office Does Not Control the

Locations or Frequency of These Reviews

Education’s migrant program office participates

in Education’s ongoing compliance monitoring
for all federal programs described in the text box;
however, the migrant program office does not
control which local educational agencies it will
visit each year, and the potential exists for long
periods to pass before migrant program regional
offices receive reviews. According to Education’s
federal program monitoring protocols, Education’s
federal program monitoring office is responsible
for identifying which local educational agencies
will receive reviews, and it schedules the reviews
with the agencies. Education’s Web site indicates
that the federal program monitoring office selects
agencies for review after considering factors such
as program size, previous compliance findings,
and the academic achievement of students at the
local agencies. Additionally, each year the federal
program monitoring office chooses some agencies
for review at random.

Federal Program Monitoring

The California Department of Education (Education)
coordinates monitoring of local educational agencies for
compliance with federal and state legal requirements
through the federal program monitoring process.

During a monitoring review, a team of staff from Education’s
various branches and divisions reviews a local educational
agency's compliance within multiple federal programs.
Each team member reviews the agency’s compliance with
requirements for a particular federal program.

At the conclusion of the review, Education’s monitoring
team notifies the local agency about the areas of
noncompliance and describes the steps the local agency
must take to resolve the noncompliance.

Sources: Education’s Federal Program Monitoring protocols
and Web site.

When they participate in a federal program review at a local
educational agency, migrant program staff follow a structured
program instrument that directs which areas of the program
they will review for compliance with federal and state laws and
regulations. The program instrument covers various topics, some
of which relate to the use of migrant funds, the involvement

of parents, and the identification and recruitment of students.
The program instrument details the required and suggested
documentation that reviewers use to establish their findings.

However, the migrant program office does not visit a high number
of program sites in a given year. Not all local educational agencies
selected for federal monitoring have migrant programs. Further,
for those agencies that do have migrant programs, the migrant
program office determines that certain sites do not have a material
number of migrant students, and therefore the office will not visit
these locations. During fiscal years 2009—10 through 2011-12,
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Education’s migrant program
office has a gap in its oversight of
the fiscal activity of the regions

it oversees.

Education completed reviews at nine of the 23 migrant program
regions.? In addition to these nine visits, Education completed
visits to 45 school districts located within the jurisdictions of
unvisited regional offices, meaning that Education completed a
total of 54 migrant program site reviews during this three-year time
period. However, these additional visits were to individual school
districts, not to regional offices, and therefore would not provide a
comprehensive examination of the regional program.

Because of the summary-level nature of its quarterly expenditure
report and the lack of control it has over how frequently regional
offices receive a federal program review, Education’s migrant
program office has a gap in its oversight of the fiscal activity of the
regions it oversees. Implementing a detailed expenditure review
of regions that have not had a recent federal program monitoring
visit could assist Education in closing that gap. According to
migrant program staff, in the past Education performed a detailed
review of regional office general ledgers, but that practice was
stopped after a 2008 travel freeze. However, the current quarterly
expenditure form provides Education with an opportunity to ask
regions for more detailed expenditure records. This review of

a region’s expenditure records would allow the migrant program
office to gain assurance that regions that have not recently
received a federal program monitoring visit are appropriately
spending funds.

Only a Few Regional Expenditures Appear Questionable

Most of the expenditures we reviewed in the eight migrant program
regions we visited appeared allowable.* Table 3 shows the results

of our review of 40 randomly selected expenditures in each of

the eight selected migrant regions. Of the 320 expenditures we
reviewed (valued at $12.6 million), we found only six costs—totaling
approximately $14,800—that we questioned.s

For two of the six costs we question, the expenditures did not
directly relate to migrant children or their identified needs. The
other four costs we question were related to what we believe

are unreasonable rates paid for food at parent conferences.
Specifically, the Butte County Office of Education (Butte) approved
an expenditure of almost $3,000 in migrant program funds to

3 Education’s migrant program office visited four of the 14 regional offices and five of the
nine directly funded districts.

4 In Appendix A we detail the selection of the eight program regions.

5 In this report, questioned costs are expenditures that the U.S. Department of Education may
identify as unallowable. If it does so, this federal agency would determine whether repayment of
these costs is required.



purchase calculators and science lab coats for all students at a
school, not just the migrant students. Butte’s regional director
stated that the region mistakenly approved the expenditure and
has since strengthened its review process as a result. Delano Joint
Union High School District (Delano) paid over $2,000 to transport
migrant students to a recreational facility featuring rock walls, laser
tag, and an arcade—activities not directly related to the needs of
migrant children. The regional director stated that, although he
was not regional director at the time, his understanding is that the
trip provided the students an opportunity to engage in physical
activity. He stated that the trip was planned only after the region
realized that it had spent less on other migrant services than it had
originally expected. Nevertheless, these activities are not related to
the migrant program and were not included in Delano’s regional
application as required by the migrant program fiscal handbook.

Table 3
Results of Expenditure Reviews in Eight Migrant Education Regions

EXPENDITURES REVIEWED QUESTIONED COSTS

NUMBER DOLLARVALUE NUMBER  DOLLARVALUE*

Bakersfield City School District 40 $815,213 2 $3,786
Butte County Office of Education 40 1,101,056 1 2,859
Delano Joint Union High School District 40 1,743,593 1 2,190
Fresno County Office of Education 40 2,067,257 - -
Los Angeles County Office of Education 40 1,719,133 - -
Monterey County Office of Education 40 3,423,292 - -
Pajaro Valley Unified School District 40 291,116 1 2,720
San Joaquin County Office of Education 40 1,478,285 1 3,196
Totals 320 $12,638,945 6 $14,751

Sources: California State Auditor’s review of selected expenditures in eight migrant
program regions.

* This table includes only the questioned costs associated with our random sample of expenditures.
As noted later in this chapter, we question other expenditures that we identified during
our fieldwork.

Finally, we found what we believe to be excessive food costs related
to two migrant parent conferences, one in Bakersfield and the other
at an annual state parent conference sponsored by Education. In
September 2010 Bakersfield paid almost $33 per person to provide
breakfast and lunch to 100 migrant parents. This cost appeared
high; however, we did not find criteria in the State’s migrant
program fiscal handbook that established a reasonable rate for
food at a parent meeting. In fact, when asked, Education’s program
staff expressed that this lack of guidance with regard to food costs
is a problem. The three longest-tenured migrant program staft
members with responsibility for advising the regions agreed that

California State Auditor Report 2012-044
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We believe migrant children would
be better served if the region spent
its funds on educational support
services, as opposed to expensive
breakfasts and lunches for

parent conferences.

they encounter the question of whether food costs are reasonable
on a regular basis. These staff members stated that Education has
not developed clear guidance to direct migrant program staft or the
regions about this issue. They observed that food costs that could be
questioned have tended to go unchallenged. In their opinion, clear
guidance would assist them in helping regions to focus the spending
of migrant program funds on services for migrant children.

When we asked the migrant program director about whether food
is an allowed cost for the program, she stated that the appropriate
direction comes from federal nonregulatory guidance that states,
“Reasonable expenditures for refreshments or food, particularly
when [parent meetings] extend through mealtime, are allowable”
However, she acknowledged that food expenditures are an area for
which Education can provide more explicit direction about what
it considers reasonable and necessary. She indicated that this is

an area she plans to include in an update to the migrant program
fiscal handbook.

To determine whether the rates paid at the Bakersfield parent
conference were reasonable, we consulted, as comparative criteria,
the per diem rates for food that apply to federal employees. The
current per diem rates for the combined cost of breakfast and
lunch established by the federal General Services Administration
total $20 per person. Using the federal rates as criteria, at $33 per
person, we found over $1,500 of this expenditure by Bakersfield

to be questionable.c Bakersfield’s regional director defended this
expenditure, stating that the venue, a restaurant on the upper level
of the tallest building in Bakersfield, was selected because of its
“cultural proficiency value,” which the regional director explained
allowed migrant parents to see firsthand the benefits of social
mobility. The regional director added, “There is no other time that
these families would be able to experience . . . this type of venue, if
it weren't for this conference” Despite this perspective, we believe
migrant children would be better served if the region spent its
funds on educational support services, as opposed to expensive
breakfasts and lunches for parent conferences.

Other food costs we found questionable related directly

to Education’s annual parent conference, where it appears that
Education itself has set a tone of excessive spending. State law
requires Education to sponsor an annual conference every
spring for its state parent advisory council (state parent council).
Education accomplishes this requirement by convening a large
conference of approximately 1,000 migrant parents and program

6 The amount we question includes a prorated portion of the 20 percent service charge that the
region paid for these meals.
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staff in a Los Angeles hotel. Although the conference provides
some training and opportunities for program leaders to establish

a rapport with migrant parents, the food costs for the conference
appear to be unreasonable. According to Education’s agreement
with the hotel, conference participants paid the state government
rate for hotel rooms ($110 plus tax), paid nothing for meeting space,
but paid $100 per day for each person for meals. By comparison, the
federal per diem rates provide $66 per day for meals. Food-related
expenditures for this conference in three regions we reviewed—
San Joaquin, Pajaro Valley Unified School District (Pajaro Valley),
and Bakersfield—totaled almost $8,160 in questioned costs. The
fiscal analyst for the migrant program who was assigned to

the conference stated that the meal costs were not high considering
that they were hotel meals and that some were even three-course
meals. Nevertheless, Education’s example of high costs for food,
coupled with its lack of guidance on what is reasonable, sets a
troubling example for regions as they make decisions about food
costs. We estimate that the total amount of questioned costs
related to food for this conference over the last three years is
approximately $200,000.7

During a review of a regional application, we found an additional
expenditure in one region that was not part of our selection of

40 expenditures but was also a questionable cost according to the
requirements of the migrant program. Delano provided facilities,
child care, and food at a series of three personal finance classes
offered to migrant parents. The migrant program fiscal handbook
lists these classes as an unallowable cost. While Delano did not
pay for the class instructor, it did pay $1,800 for the accompanying
services, which facilitated the training. Delano’s regional director
stated that these were not personal finance trainings but were
family literacy trainings in which parents were given information
about being resourceful when buying food at the supermarket and
at restaurants, establishing family goals, and using community
resources such as food stamps to help with family costs. Based on
his description of the included topics, as well as our own review
of the curriculum and materials used, titled “Making Every Dollar
Count;” which covered topics such as how to save money on food
and how to make financial decisions, we believe that these classes
were personal finance trainings, and therefore we question the
related costs.

We also found that some expenditures we reviewed did not clearly
align with the migrant program’s stated goals, although a lack of
clear criteria did not allow us to question these costs. For example,

7" This estimate is based on attendee counts provided by Education. We did not independently
verify the attendance at the conference. The estimate includes the $8,160 in questioned costs
identified in our selection of regional expenditures.
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of questioned costs related to

food for the state parent council
conference over the last three years
is approximately $200,000.

23



24

California State Auditor Report 2012-044

February 2013

We examined 320 expenditures and
found only four instances in which
expenditures did not have the
requisite approvals.

Bakersfield paid a music teacher approximately $250 in one month
to teach after-school and weekend music classes, and a district in
Fresno County Office of Education’s region paid a music teacher
more than $500 in one month to teach an after-school guitar class.
The migrant education statewide plan does not include music
education as an identified need of migrant students. However,
Education’s migrant program director stated that there is no policy
or guideline in place that addresses music classes. The migrant
program director also acknowledged that staff at Education’s
migrant program office, who are responsible for providing guidance
to regions, have varying opinions about whether expenditures
such as music classes are allowable. She stated that this situation
has frustrated some regions. Education’s migrant program director
said that to resolve this inconsistency, Education plans to update
its fiscal handbook so that it clearly articulates guidelines for music
classes and for other issues, including books, materials, travel, and
administrative costs, by March 2013.

Although Most Regions We Visited Have Adequate Fiscal Controls,
One Former Regional Director Used Her Position to Award Contracts
to Herself and Her Spouse

We examined the internal controls of the eight regions we visited
and found that they were sufficient and were generally followed.
At each region we visited, management has developed an adequate
approval process for migrant education expenditures. This process
generally involves migrant program staff who prepare purchase
requests, migrant program directors who approve requests, and
reviews and approvals by individuals within the regions’ respective
administrative service sections. We examined 320 expenditures
and found only four instances in which expenditures did not have
the requisite approvals. These four expenditures did not otherwise
appear questionable. Overall, this structure appears adequate to
ensure that migrant program funds are spent appropriately.

At each region we visited, we noted that the regional director was
a key individual in the process of approving migrant program
funds, and we included a review of this individual’s activities in our
assessment of the controls at the region. At San Joaquin, interviews
with management revealed that the former regional director had
vacated her position rather suddenly in December 2011. Given the
nature of this position in the control process, we asked to review
the former regional director’s personnel file so that we could
determine the reason for her departure.

We found that the region had entered into a separation agreement
with the former regional director in December 2011 because of a
conflict of interest involving the use of migrant program funds. In
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particular, the former regional director appears to have directed an
estimated $144,000 in catering and janitorial expenditures toward
vendors she owned, or that were owned by her then-husband.s In
the separation agreement, San Joaquin agreed to the following:

+ Continued payment of the former regional director’s $10,000 per
month salary until the end of March 2012 and a continuation of
all health plan benefits until the end of June 2012.

« Two letters of recommendation—one from the director of
human resources and one from a deputy superintendent.1

+ Not to contest any unemployment claims filed by the former
regional director.1t

San Joaquin did not notify Education about this possible conflict

of interest until December 2012, and did not attempt to have the
former regional director prosecuted or attempt to recover funds
from the former regional director or the companies involved. After
it discovered the conflicts of interest in December 2011, San Joaquin
cancelled the related contracts and, as required by state regulations,
notified the Commission on Teacher Credentialing (commission)
that the former regional director, a credentialed administrator, had
voluntarily resigned her position under a separation agreement.

In its letter to the commission, San Joaquin calculated that
$121,000 was provided to these contractors. Even so, it continued
to pay—using migrant program funds—invoices submitted by the
contractors for services rendered before the contract cancellations.
We calculated that the region paid roughly $139,000 for janitorial
services and $5,000 for catering services. In December 2012 the
commission took action against the former regional director,
suspending her credential for 30 days.

The deputy superintendent overseeing San Joaquin's migrant
program explained that they did not seek prosecution or repayment
because they did not believe that the former regional director was
trying to defraud the program; in his words, the individual “just
made a series of incredibly bad judgments” Further, management
and legal counsel at San Joaquin considered the probability

8 San Joaquin indicated that one reason it did not discover this conflict earlier is that the former
regional director and her then-husband did not have the same last name.

9 Beginning in January 2012, San Joaquin used its general fund, not migrant program funds, to
fulfill this agreement.

=)

The letter of recommendation from the director of human resources outlined dates and
descriptions of positions held by the former regional director. The deputy superintendent stated
that he ultimately did not provide a letter of recommendation for this individual because the
director withdrew her request.

We did not attempt to determine whether the former regional director filed any
unemployment claims.

February 2013
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The evidence we found led

us to believe that the former
regional director may have
violated two of California’s key
conflict-of-interest laws.

of actually recovering funds to be low and not worth the cost

of pursuing further action. Instead, they believed the correct
approach was to speedily end the former regional director’s tenure
at San Joaquin under a separation agreement that she would
actually sign. The deputy superintendent also indicated that in
June 2012 San Joaquin paid a final invoice for $1,350 in catering
services that occurred in December 2011, because the migrant
program had received the food and the price was fair.

We examined the costs of the janitorial and catering services and
agree that the per-meal food costs associated with the catering
services were reasonable, although we still question paying the
catering invoice after the discovery of the conflict of interest.
Although this is not information San Joaquin would have had at
the time it made its decisions regarding this employee, we found
that the cost of the janitorial services was much higher than what
San Joaquin is currently paying since it replaced the previous
contractor. Under the previous janitorial services contracts—

the ones that the former regional director approved for her
then-husband’s company—San Joaquin paid roughly $4,600 for
two-days-a-week cleaning during peak months and approximately
$2,600 for one-day-a-week cleaning during off-peak months. Peak
months are months in which certain sites are used frequently

for migrant student instruction. Between nine and 10 months of
the year are considered peak, depending on the location. Under the
new janitorial services contract, which began in January 2012 and
provides for essentially the same service for the same locations, the
migrant program pays approximately $1,000 during peak months
and $600 in off-peak months. Even without a conflict of interest,
these results cast doubt on whether the costs associated with the
previous janitorial services contract were reasonable.

Finally, we found evidence that the former regional director
regularly approved rate increases for this janitorial services
vendor, analyzed and rejected at least one other vendor’s proposal,
and replaced at least one former janitorial contract with a more
expensive contract from her then-husband’s company.2 The
evidence we found led us to believe that the former regional
director may have violated California Government Code,

Section 1090, and the Political Reform Act of 1974—two of
California’s key conflict-of-interest laws. Consequently, we
forwarded our concerns to the district attorney in San Joaquin
County and the Fair Political Practices Commission and made
copies available of the evidence we had collected. Because federal
regulations require agencies that spend federal funds to comply

12 The janitorial contracts do not appear to have been awarded using a competitive bidding
process. Rather, due to the low dollar value of each individual contract, an informal analysis—
essentially done by the former regional director—was the basis for the awards.
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with their own state contracting laws (including California
Government Code, Section 1090), we question the $144,000 spent
on these janitorial and catering services described earlier. San Joaquin
agreed to take the following needed actions:

« Evaluate its procurement policies and procedures.

+ Revise its conflict-of-interest code, which had not been formally
updated and approved by its board of supervisors since 1976.

+ Provide conflict-of-interest training for all its managers.!3

Education’s Rush to Measure and Control Migrant Program
Administrative Costs Caused Significant Implementation Errors

When Education calculated regional administrative costs to present
to the federal government in August 20131, it did so in a flawed
manner, and therefore reported unreliable data on administrative
costs to the federal Office of Migrant Education (OME). In response
to a 2010 federal request, Education calculated estimates of the
percentage of the funding in each migrant program region that

was spent on administrative costs rather than costs for direct
services. These calculations indicated that some regions used

a large percentage of funding for administrative purposes. As
depicted in Table A in Appendix A, Education’s calculations show
that over a two-year period, some regions spent an average of
almost 40 percent of their annual migrant funds on administrative
expenses. Education’s calculations fueled federal concerns, and
OME tasked Education with developing a plan to address the high
rates of administrative costs that the calculations showed.

To calculate the regional administrative costs it reported to OME
in August 2011, Education requested that the regions provide
historical expenditure information. Specifically, in January 2011,
Education asked the regions to provide expenditure data related
to fiscal years 2008—09 and 2009—10. Education then sorted these
expenditures into two major categories: direct services costs and
administrative costs. These categories were created in 2011 by

the former migrant program administrator and Education staff,
who determined that certain accounting codes would signify
expenditures related to administration and other accounting codes
would signify expenditures related to direct services.

13 The former regional director did not receive any formal conflict-of-interest training, nor did
she submit any conflict-of-interest statements. The region’s procurement policies do not
specify types and dollar amounts of contracts requiring vendor competition or other forms of
price comparisons.
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Unless regions receive specific
instructions in advance of
administrative cost calculations, it
is inadvisable to consider all costs
charged statewide to a particular
code to be only administrative or
only service related.

However, when the regions originally assigned accounting codes
to migrant program expenditures in fiscal years 2008—09 and
2009-10, they did not know that these codes would later be used to
determine whether the expenses were administrative or direct
services. State law requires the regions to comply with the California
School Accounting Manual (accounting manual) when recording
their financial information; however, the accounting manual is not
specific to migrant education and does not contain guidance on
how to charge expenditures in the event that an administrative cost
calculation is needed. Further, the particular codes that Education
used to separate administrative and direct service costs are not
discussed in detail in the migrant program fiscal handbook.

In the absence of clear direction, the regions charged similar
expenditures to different codes. For example, we observed
differences between regions in the accounting codes used for
expenditures related to secretarial staff and reimbursements to
local school districts. In two regions, we found that the salaries
of secretaries and clerks working in the county office building
were charged to a code titled “Other Pupil Services,” which
Education considers a direct service expense, while other regions
charged similar positions to codes for support services, which
Education considers an administrative expense. Given the variety
in accounting code choices at the regional level, it is inadvisable
to consider all costs charged statewide to a particular code to be
only administrative or only service related unless the regions had
received detailed instructions, in advance of the calculations,
regarding what codes to charge.

In our review of 320 expenditures, which included 40 expenditures
from each of the eight regions we visited, we found that

47 expenditures were incorrectly coded according to the guidance
in the accounting manual. However, only 28 of these errors
would ultimately have any effect on Education’s calculation of
administrative costs for the migrant program. Butte accounted
for 10 of these errors, most resulting from the region’s use of

the accounting code for “Other Pupil Services” Education’s
accounting manual and expenditure classifications indicate that
this code should be used for direct services, but Butte used this
code to charge salaries for positions that require little to no

direct interaction with migrant students. According to Butte’s
regional director, Butte is correcting its coding errors for most

of its positions; however, because its program coordinators are
based in school districts and work with district and migrant staff,
she believes that their salaries are coded correctly. Nevertheless,
because the job description of Butte’s program coordinators

does not indicate that they work directly with migrant students,
we conclude that Butte should classify their salaries with an
administrative code. Figure 1 on page 30 illustrates the effect
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that Butte’s incorrect coding of these salaries would have on
Education’s administrative cost calculation. Specifically, some
portion of the salaries appearing in Butte’s direct service percentage
should actually have been included in Butte’s administrative

cost percentage.

Even without any errors in the regions’ coding of expenditures,
Education’s methodology for calculating regional administrative
costs can lead to incorrect results. We found 11 expenditures that
regions coded appropriately but, under Education’s retroactively
applied classification system, would be incorrectly designated as
either administrative or a direct service. For example, Education’s
methodology considers all expenses with the accounting code
“Instructional Supervision and Administration” as administrative
costs. On the surface, Education’s classification of this accounting
code as an administrative expense appears reasonable. However,
based on the description in Education’s accounting manual,

Pajaro Valley included within this code the salary of two migrant
outreach specialists who perform direct services to migrant students.
Although Pajaro Valley could have included these expenses in a
different code—one that would have made Education’s administrative
cost calculations correct—it would not have known this at the time it
classified these expenses.

Two of the 11 expenditures that were classified incorrectly did

not relate to the ambiguity of how certain migrant program
expenditures were classified but instead were caused by Education
incorrectly designating a particular accounting code—“Other
Instructional Resources”—as an administrative expense rather
than a direct service. For example, a district within the Los Angeles
County Office of Education (Los Angeles) used this code for
student learning materials, which is a direct service to migrant
students. However, Education’s classification of this code would
have caused these expenses to be included in Los Angeles’
administrative cost percentage. Figure 1 on the following page
illustrates Education’s cost calculations for Los Angeles and other
regions we visited, along with expenditures from our review that
would have affected Education’s percentages.

Because of the inconsistencies in coding expenditures among the
different regions and the errors in coding within individual regions,
the data Education used to examine administrative costs across

all regions were unreliable for that purpose. Since regions code
similar expenditures differently, it is inaccurate to consider that

all costs charged to a single code are uniformly related to either
administration or direct services. Further, when regions do not
follow the guidance given in the accounting manual, their reporting
of expenditures at a summary level is less reliable.

February 2013

Even without any errors in the
regions’ coding of expenditures,
Education’s methodology for
calculating regional administrative
costs can lead to incorrect results.
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Figure 1
Migrant Program Expenditures That Would Have Distorted the California Department of Education’s Administrative

Cost Calculations

Butte County Office of Education
Expenditures

» Salaries paid to secretaries, program coordinators,

regional associate directors, and a project specialist I Direct Services*

I Administrative

—* Misclassified

* Network costs for computers

Delano Joint Union High School District

* Salary for the migrant education

regional director —= (Costs of a migrant student's medical exam

Fresno County Office of Education

* Costs for supplies for the regional office

* [ eadership training for regional administrative staff ——e Salary for a parent trainer

* Costs for contracts providing tutoring
to students

56

Los Angeles County Office of Education
Student transportation costs
e Costs for classroom supplies

* Mileage reimbursement for a student
field trip

Monterey County Office of Education

Stipend for teacher participating in the
binational teacher exchange program

* Salaries for migrant teachers,
a migrant program adviser, and a
migrant student advocate

Pajaro Valley Unified School District

Salaries for a migrant teacher and for
outreach specialists who work with
out-of-school youth

* Meals for a migrant student
leadership conference

San Joaquin County Office of Education
realaby oA piegranmAnage: Costs for a student summer program for

* Cost of hosting of the region's management new Americans

and student data systems * Cost for student learning materials

* |ease payment for a regional office

€39

Sources: California State Auditor’s review of a selection of expenditures in eight migrant program regions and California Department of Education’s
(Education) classification of administrative expenses.

Note: Percentages shown in the pie charts are the average of Education’s cost calculations from fiscal years 2008-09 and 2009-10. Example
expenditures shown in this figure are from a random selection of 40 expenditures in each migrant program region from fiscal years 2009-10, 2010-11,
and 2011-12. Education completed its cost calculations in summer 2011, and the examples above would still be applicable.

* These direct services percentages include costs related to identification and recruitment.
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During testimony before an Assembly budget subcommittee in
May 2012, the deputy superintendent over the migrant program
office admitted that Education was not sure if the administrative
cost calculations were accurate or not. Speaking on the need

for further investigation, she stated, “We're not sure if [the high
administrative cost percentages] are real, or if it is an accounting
problem, or if [the regions] are writing it down incorrectly, or it’s
our lack of technical assistance in providing the correct definition
for what is truly a direct service versus administrative service” The
administrative cost calculations Education performed were raised
as a subject in another legislative hearing held in May 2012, and, in
an April 2012 budget request letter, Education characterized its own
calculations as OME findings, stating that “OME found regions with
excessive administrative costs that not only exceeded California
administrative cost standards but reduce the funds available for
direct services to migrant students”

This type of rhetoric, as well as the calculation of
administrative costs itself, has been a source California Department of Education’s
of tension between Education and some of the Administrative Cost Goal for the Migrant
regions. In a January 2011 e-mail to the regional Education Program
directors, the former migrant program
administrator acknowledged that the definition
of administration and direct services had been a

“The 85/15 ratio is the target set for [regions] in accordance
with the guidance from the State Superintendent of Public
Instruction. This is a recommended goal. Please note that

subject of great debate. Since then, one regional applications will be reviewed to ensure that the ratio of
director told us that there is a difference of opinion service to administration is necessary and reasonable given
as to what is considered an administrative activity the context of the service area”

versus a direct service. Another regional director

X . Source: California Department of Education’s 2012-13
we spoke with expressed concern that Education regional application.

had made statements to the federal government

and the Legislature about the administrative costs
in his region, which he felt were inaccurately
calculated. Further, regions have questioned Education’s attempts to
impose a 15 percent administrative goal on migrant funds, as
described in the regional application and in the text box, noting that
such a goal applies to other federally funded programs but that the
Education Code specifically exempts the migrant program from
keeping its costs below that threshold.

In its 2012—13 regional application, some of the costs that Education
considered administrative were the following:

+ Salaries for migrant program managers and associate directors.

«» Salaries for executive assistants, senior secretaries, and
administrative assistants.

+ Salaries for accountants, data entry clerks, and office assistants.
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Because of its regional
administrative cost calculations,
Education has had further federal
grant conditions placed on the
migrant program and does not
currently have a plan to address
those conditions.

» Salaries for identification and recruitment staff.
« County or district indirect costs.!4

Education also provided regions with inconsistent guidance
regarding indirect costs. In May 2012 Education created a
question-and-answer document related to the 2012—-13 regional
application that stated that indirect costs are not a part of the

15 percent administrative cost goal. However, Education specifically
included indirect costs in a listing of administrative costs in

its 2012—13 regional application. Fiscal staff at one region stated
that this indirect cost inclusion makes it impossible for the region
to keep its administrative costs under 15 percent. From July 2009
through June 2012, the eight regions we reviewed had indirect cost
rates of between 3 percent and 11 percent.

In addition, some regional directors stated that the identification
and recruitment of migrant students, which is a required activity,
should not be counted against the administrative cost goal.

One regional director explained that identification and recruitment
is an activity that other federal programs with a 15 percent
administrative cap do not have to perform. Another regional
director stated that it does not make sense to include recruiters
against the administrative cost goal because they are often the
first line of service to migrant students. The migrant program
director stated that, after receiving the 2012—13 applications from
the regions, Education decided that identification and recruitment
would not count against the 15 percent administrative cost goal.
We agree that this is the correct approach.

Because of its regional administrative cost calculations, Education
has had further federal grant conditions placed on the migrant
program and does not currently have a plan to address those
conditions. OME asked Education to submit a plan for providing

a complete and accurate report on administrative costs of the
migrant program’s subgrantees (regions) by December 2011. In

its October 2012 periodic update to OME, Education stated that
regions would be required to certify that all regional costs comply
with federal and state guidelines. However, asking regions to certify
that they meet federal and state requirements is not a new practice.
Education asks each region to sign that same assurance every year
as a condition of receiving migrant program funds. Further, asking
regions to follow applicable guidelines will not result in a complete
and accurate report on regional administrative costs. OME has

14 Indirect costs are those general management costs that are agencywide. These costs consist
of expenditures for administrative activities necessary for the general operation of the region,
such as accounting, budgeting, payroll preparation, personnel management, purchasing, and
centralized data processing.
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recently responded to Education stating that the proposal to have
regional directors sign certifications does not satisfy its request
and stated that Education should submit a plan to provide an
accurate calculation of administrative costs by March 15, 2013. As
it considers this plan, Education should ensure that it addresses
issues such as the inconsistent coding of similar expenditures and
the lack of direction it provides regions about coding migrant
program expenditures.

Education Has Not Fully Addressed the Federal Government’s
Concerns About California’s Program Eligibility Determinations

The number of children eligible for the migrant program is a crucial
metric because it is the primary driver for the allocation of funding.
Both the federal and state entity consider the number of eligible
children in determining the amount of funding a recipient or
subrecipient will receive. However, the reported number of eligible
children in California has not always accurately reflected the true
number of eligible children.

In 2006 a federal review of a random sample of children in the
migrant program found a high percentage who were actually
ineligible: the discrepancy rate. The federal review agency
recommended increased training and quality control practices at
the regional level. To follow up on this review, Education directed
its regions to conduct interviews, known as re-interviews, in

fiscal year 2009—10 with a sample of migrant parents, to reassess
their children’s eligibility to receive migrant program services.
Although Education indicated that it took corrective action after
the 2006 federal review, such as updating its identification and
recruitment handbook, its 2009—10 prospective reinterview report
identified regional discrepancy rates that are still considered high
by OME. As a result, OME combined the 2006 finding with issues
from more recent federal reviews completed in 2011 to place a grant
condition on Education’s 2012 grant award. In July 2012, Education
submitted a plan to OME to identify eligibility discrepancy rates by
having a contractor reinterview migrant parents to verify a sample
of eligibility determinations. After being delayed, the contractor’s
final reinterview report was submitted in December 2012.

This 2011—12 prospective reinterview report demonstrated an
overall state discrepancy rate of 8 percent, which is a slight decrease
from its 2009—10 discrepancy rate of 9.1 percent. OME has not

yet commented on this report; however, it previously stated that

as long as the statewide discrepancy rate remains above zero,
Education will be required to take corrective action. Appendix B of
this report shows Education’s most up-to-date response to this and
other federal findings.

February 2013

In 2006 a federal review of a
random sample of children in the
migrant program found a high
percentage who were actually
ineligible. Although Education
indicated it took corrective action,
its 2009-10 report identified
eligibility discrepancy rates that are
still considered high by OME.
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Recommendations

To minimize the potential for disagreement over allowable migrant
program costs, Education should better define the criteria by which
it will consider program costs allowable and include those criteria
in the migrant program fiscal handbook it provides to the regions.

To demonstrate its willingness to fairly evaluate regional
expenditures, Education should allow San Joaquin to
reimburse its general fund for the vehicle purchase Education
incorrectly disallowed.

To improve its understanding of regional expenditures, Education
should increase the level of detail required in its quarterly
expenditure reports. The level of detail should allow Education to
select expenditures for review.

For regions that have not recently received a federal monitoring
review, Education should use the detailed expenditure reports to
select a sample of expenditures, request supporting documentation
from the regions, and then review the expenditures to determine if
they meet applicable federal and state criteria.

As part of the reviews based on quarterly reports, Education should
verify that regions are using the appropriate accounting codes to
classify their expenditures.

To guard against future conflicts of interest, San Joaquin should
complete its evaluation and revision of its procurement policies and
procedures, update its conflict-of-interest code, and ensure that all
its managers receive conflict-of-interest training.

Education should follow up with San Joaquin to ensure that it takes
the actions we recommend.

To address problems with its methodology for calculating administrative
costs, Education should do the following:

+ Review the regions’ current use of accounting codes to identify
the areas in which regions differ in accounting for similar
migrant program costs.

+ Provide regions with more specific direction about how to charge
these expenses.

+ Revise its list of accounting codes that it considers administrative
in light of its review of regional coding.



Once it has addressed the underlying issues with regional
accounting, provided direction to regions about which
expenditures it will consider administrative, and obtained

accurate expenditure data, Education should review its
administrative cost goal to ensure that this goal is reasonable given
the requirements of the migrant program.

To address past federal findings that are not yet resolved, Education
should respond as recommended in Appendix B of this report.
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Chapter 2

CALIFORNIA’S MIGRANT EDUCATION PROGRAM
SUFFERS FROM STAFFING TURNOVER AND LIMITED
PERFORMANCE DATA

Chapter Summary

The California Department of Education (Education) faces
significant challenges in staffing and in program evaluation as

it attempts to improve its migrant education program (migrant
program). At the same time that it has faced a number of federal
inquiries, Education has lost a number of migrant office staff, as
turnover among the staff in this office has been quite high. During
this time, the relationship between staff at the migrant program
office and the program’s regional directors has deteriorated, and
that relationship now faces significant challenges. Additionally,
Education has not completed a current evaluation of the statewide
effectiveness of the migrant program, and it faces significant
challenges in doing so. Currently, the data collected about migrant
students and migrant student achievement fall short of what would
be required to effectively evaluate the program. These limitations
affect Education’s ability to evaluate its statewide service contracts
and the migrant program’s overall structure. Finally, although
Education has taken positive steps in its involvement with the
agendas and the annual report of its state parent advisory council
(state parent council), its oversight of the makeup of the council’s
membership is not adequate to ensure ongoing compliance.

Frequent Turnover Among Management and Staff Drains Experience
and Expertise from Education’s Migrant Program Office

Education has experienced a reduction in the number of staff in
the migrant program office, meaning that fewer staff are available
to address program concerns. Specifically, in the past four years,
the number of staff in the migrant program office has declined
from 13 in January 2008 to 10 in November 2012.15 Additionally,
some of the staff assigned to provide technical assistance to the
regions have been with the migrant program for only a short time.
Although both of the migrant office’s fiscal analysts have worked
with the office for at least four years, only two of the four current
program staff members were with the migrant office as of two years
ago. As the Introduction explains, the migrant program staff are

15 In January 2008 the migrant office had 13 full-time staff and management positions, all of which

were filled. In November 2012 the mig