
MANAGEMENT LETTER
November 15, 2012

Members of the Board of Education

Washington County School District

Springfield, Kentucky

We have audited the financial statements of Washington County School District (the District), for the year ended June 30, 2012, and have issued our report thereon dated November 15, 2012.  In planning and performing our audit of the financial statements of the District, we considered internal control in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide assurance on internal control.  We have not considered internal control since the date of our report.

During our audit, we noted certain matters involving internal control and other operational matters that are presented for your consideration.  These comments and recommendations, all of which have been discussed with the appropriate members of management, are intended to improve internal control or result in other operating efficiencies and are summarized as follows:

PRIOR YEAR REPORT COMMENTS:

1. 2011-1 IDEA Special Ed Preschool Monies Expended Without Authorization
During the testing of transactions, disbursements totaling $25,599 were expended on playground equipment and site preparation without direct authorization from the U.S. Department of Education.  The specific compliance requirements for the grant were not reviewed.  All program compliance requirements should be reviewed prior to expending funds.

In the current year the District has provided a training program to review program compliance requirements with District staff overseeing federal programs, and a copy of the Circular A-133 Compliance Supplement has already been provided to the directors over federal programs.  In addition, the Director of Finance has implemented new purchasing procedures in which the program directors review all purchase orders for proper coding and all applicable compliance requirements.  Each director is required to complete a monthly monitoring report indicating a review of their programs for accuracy and compliance.  The Director of Finance monitors all changes and corrections to ensure timeliness.  No instances of noncompliance were noted.
2. 2011-2 Education Jobs Funds Expended Did Not Meet Grant Criteria
$26,871 in Education Jobs Funds were expended for unallowable costs.  Funds were improperly used for professional development registration fees, employee travel, supplies and technology hardware.  All program compliance requirements should be reviewed prior to expending funds.  
In the current year the District has provided a training program to review program compliance requirements with District staff overseeing federal programs, and a copy of the Circular A-133 Compliance Supplement has already been provided to the directors over federal programs.  In addition, the Director of Finance has implemented new purchasing procedures in which the program directors review all purchase orders for proper coding and all applicable compliance requirements.  Each director is required to complete a monthly monitoring report indicating a review of their programs for accuracy and compliance.  The Director of Finance monitors all changes and corrections to ensure timeliness.  No instances of noncompliance were noted.

3. 2011-3 Material Weakness In Internal Control Over Compliance
Although the purchase requests specifically noted the use of these funds for the expenditures in 2011-1 and 2011-2 above and they were approved by the Program Director and the Director of Finance, there was a failure by both parties to review the specific compliance requirements for these grant funds prior to approving the purchase requests.  The prior auditors recommend the proper review and approval be implemented to ensure that the allowable costs and cost principle compliance requirements over federal awards are examined prior to approving purchase requests and expending federal funds.
In the current year policies and procedures have been put into place to ensure the proper review and approval of allowable costs as defined by the specific grant requirements.   The District has provided a training program to review program compliance requirements with District staff overseeing federal programs, and a copy of the Circular A-133 Compliance Supplement has already been provided to the directors over federal programs.  In addition, the Director of Finance has implemented new purchasing procedures in which the program directors review all purchase orders for proper coding and all applicable compliance requirements.  Each director is required to complete a monthly monitoring report indicating a review of their programs for accuracy and compliance.  The Director of Finance monitors all changes and corrections to ensure timeliness.  No instances of noncompliance were noted.

PRIOR YEAR MANAGEMENT LETTER COMMENTS:

1. Voucher Packets Did Not Contain A Signature
Documentation of the receipt of goods was not found for expenditures from other funds for the fiscal year ended June 30, 2011.  Voucher packets should contain a signature clearly indicating the receipt of goods prior to disbursement.

In the current year no instances were noted.

2. No Review of Federal Cash Requests
There was no evidence of the finance officer reviewing all federal cash requests.  In reviewing the federal cash requests, we determined that all such requests were not being submitted on a timely basis.  The request for State Fiscal Stabilizing Funds was not submitted until late in the school year.  The request for EduJobs reimbursement was not sent in until after the end of the audit period.  Had this request been sent in shortly after expending funds, the District would have become aware of the issue outlined in Finding 2011-2 and had ample opportunity to implement corrective action.  Additionally, cash management is enhanced for the District.  The finance officer must review and initial all federal cash requests prior to submission and insure that all federal cash requests are accurate and submitted in a timely fashion.

In the current year no instances were noted.

3. Timesheets Not Properly Approved
It was noted that some of the timesheets reviewed were not properly approved.  Further, of the timesheets reviewed, an error was found in the number of days for which an employee was paid.  Another error was found in timesheet documentation where an employee appeared to have been paid for 1.5 days for 1 day’s work.  All timesheets should be properly approved and reviewed by someone other than the payroll clerk for coding and tallying of time worked.
In the current year no instances were noted.

4. No Receivables or Payables Recorded
For the year ended June 30, 2011, no accounts receivable or accounts payable were recorded prior to the submission of the initial AFR.  The finance officer should record all receivables and payables prior to the initial submission of the AFR to the Kentucky Department of Education in late July of each year.  Additional receivables and payables should be added thereafter as they are identified.

In the current year accounts receivable and accounts payable were properly recorded.

5. Voucher Packets and Approved Purchase Orders Should Be Retained
One individually significant disbursement examined had no documentation to support the expenditure, that is, no purchase order to indicate approval or invoice was found.  To substantiate the amount and nature of the expenditure, the accounts payable clerk requested a duplicate copy of the invoice from the vendor be faxed to the District.  Voucher packets including invoices and approved purchase orders should be retained for all disbursements.

In the current year no significant items were noted.
6. New Asset Additions Should Be Recorded
New asset additions should be posted to MUNIS on a quarterly basis.  During the year under audit, the accounting person assigned to handle this task transferred out of the District’s finance department.  This left the District in a position of having no one trained to handle fixed assets.  The prior auditors assisted District personnel in posting these transactions for the year so the audit could be completed on a timely basis.  Undertaking this task on a quarterly basis will reduce the task to a more manageable level and spread the work load to times that are less hectic for District personnel.

In the current year all assets were recorded.

7. Activity Fund Receipts Did Not Contain Two Signatures
It was noted that there were multiple instances at multiple schools where receipts did not contain two signatures.  All receipts must be documented with two signatures regardless of their source as required by Redbook.

See current year comment below.

CURRENT YEAR REPORT COMMENTS:

1. There are no findings related to the financial statements which are required to be reported in accordance with Government Auditing Standards.
2. There are no findings or questioned costs related to the major federal programs which are required to be reported in accordance with Government Auditing Standards.
CURRENT YEAR MANAGEMENT LETTER COMMENTS:

	


1. GASB No. 54 Policy On Spending Of Resources And Classification Of Fund Balance
GASBS No. 54, Fund Balance Reporting and Governmental Fund Type Definitions, replaces the previous fund balance classifications (reserved, unreserved, designated, or undesignated) for governmental funds with five new classifications: nonspendable, restricted, committed, assigned, and unassigned.  Management needs to define a policy regarding whether to first apply restricted or unrestricted resources when an expenditure is incurred for which both restricted and unrestricted fund balance or net assets is available. Management needs to also define a policy regarding whether to first apply committed, assigned, or unassigned amounts when an expenditure is incurred for which amounts in any of these unrestricted fund balance classifications could be used. If the District has not established a policy for use of its unrestricted fund balance amounts, it should consider committed amounts to be used first, then assigned amounts, and then unassigned amounts.  We recommend the District adopted a policy on spending resources and classifications of fund balances.
Response:  The district will adopt a policy on spending resources and classifications of fund balances.  
2. Personnel Files Should Be Maintained On Every Employee
During our testwork of personnel, we noted one person does not have a personnel file.  Regardless of the position of the staff, federal law requires that a personnel file be maintained on all employees.  We recommend a personnel file be maintained for all employees.
Response:  Personnel files will be maintained for all employees.    
3. Activity Fund Comments
During our audit several issues were noted in regard to the activity funds and compliance with Redbook: 
a. Washington County High School – During our review we noted several items posted in the wrong activity fund; raffle funds not being deposited into the gaming accounts; date, signature and documentation missing on several items; the activity report and the cash report had a posted error in the system that remained unresolved for several years; and the personnel responsible for all activity funds is also a sponsor of one activity fund and has the ability to collect, record, deposit, disburse all funds associated with the activity.
We recommend that the activity funds be reviewed by the District for correct recording, complete authorized documentation, and monitoring the reconciliation of the activity report with the cash reports.  We further recommend that all raffle events be deposited into the separate gaming account as defined by state laws.  Should the Charitable Gaming Commission audit these accounts the possibility exists that the school would run the risk of losing its gaming license.  Good internal control policies and procedures should be implemented to ensure that the personnel responsible for all activity funds does not have access or control over any one singular activity fund.
b. North Washington Elementary School – During our review we noted the process for reconciling bank statements indicates the principal reviews all reconciliations.  On the bank statements there was no indication a review had been performed.  We recommend the principal sign off on all reconciliations once the review is completed.

c. Washington County Middle School – During our review we noted the bank reconciliations need to be reviewed by the principal; purchase order sponsor and authorization signature should not be the same person or the personnel responsible for the activity funds; two signatures are required on all purchase orders/packets; and all expenditures should be made from an original invoice.  We recommend procedures and processes be implemented to ensure that all reconciliations are reviewed, all purchase orders are signed and authorized, all packets have two signatures and every expenditure is paid from an original invoice. 
d. Washington County Elementary School – During our review several items came to our attention.  The cash account was out of balance by amounts related to two separate nonsufficient fund checks. Another check was voided yet reported as an outstanding check at year-end.  Documentation was missing from packets.  Signatures were missing on purchase orders/packets consistently.  Purchase orders were completed after the invoice was received or paid.  Annual general ledger report was not reconciled to the annual report submitted.

We recommend policies and procedures be implemented to reconcile cash account to the bank statements and the report on a monthly basis.  We also recommend the principal review and sign off on the reconciliation on a monthly basis.  We recommend that no payment be made until all documentation and all proper signatures are complete on the packets.  

Response:  The schools will have a monthly monitoring visit from Finance to ensure compliance.  
Our audit procedures are designed primarily to enable us to form an opinion on the financial statements, and therefore may not bring to light all weaknesses in policies and procedures that may exist.  We aim, however, to use our knowledge of the District’s organization gained during our work to make comments and suggestions that we hope will be useful to you.

This report is intended for the information and use of the Board of Education, management and others within the organization.

We would like to express our appreciation for the cooperation we received from all employees of the District.







Very truly yours,



      Sheri Hume Simon







Partner

