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SUBJECT: Corrective Action Follow-Up Report

Audit Objectives
The objectives of this assessment were to follow-up, document and report the status of management

corrective action plans on previously issued internal audit report observations and
recommendations.

Scope

The scope of the follow-up included conducting survey inquiries, performing limited observations
for corrective action plans represented as implemented, and reporting the status of management
responses in the following previous internal audit reports:

e Expenditure Process

e Payroll Process

e 2010 Bond Program

e Campus and Student Activity Funds
o Athletic Center

The scope of work did not include operational effectiveness testing of related internal controls.

Methodology

Our procedures consisted of on-site inquiries of the status of management responses as reported in
previously completed internal audits and observations of supporting documentation for the
management actions represented as implemented.

We have reported herein the status of management action plans as:
e Implemented
o Partially implemented or
e Not implemented

Please refer to the original reports for the recommendations and management responses related to
each of the aforementioned internal audits.
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In our professional judgment, sufficient and appropriate corrective action follow-up procedures
have been conducted and evidence gathered to support the accuracy of the conclusions reached and
contained in this report. The conclusions were based on a comparison of the criteria and the
situations as they existed at the time the procedures were performed. The evidence gathered meets
professional audit standards and is sufficient to provide the Board and District management with the

proof of the conclusions derived.

Conclusion

We have summarized the status of management action plans below.

Status of Management Action Plans

Implemented 38
Not Implemented 20
Partially Implemented 12
Total 70

Detailed status results are provided in Attachment A. Below are management action plans that have
(1) not been implemented or (2) have been partially implemented, and the respective remaining
action needed by management. The ID column corresponds to the Record Number in Attachment A.
The Finding column describes the previously reported area of improvement.

Segregation of Duties

x

Business

1 Expenditures An IT administrator should be
— Unsatisfactory Office Implemented responsible for the administration
of user access process.
3 Expenditures New Vendor Process Business Partially Periodic review of existing vendor
and Maintenance of Office Implemented  files for completeness of file
Vendor System and documentation, review and purging
Files — Unsatisfactory of inactive vendors, and review of
changes to vendor file information
needs to be performed.
5 Expenditures Competitive Pricing— Business Not Update the Purchasing &
Needs Major Office Implemented Warehouse Guidelines to note
Improvement Special Education contracts and

technology services as part of
Professional Services and clarify
renewal process. Retain evidence
of Purchasing Director's monthly

review of expenditures over

f Bridgepoint Consulli
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$10,000.

6 Expenditures Board Approval on Business Not All expenditures over $10,000
Expenditures over Office Implemented should be presented to the Board
$10,000 - Needs of Trustees for approval. In the
Major Improvement event that a contract renews or an

approved amount increases, the
change to expenditure should be
presented to the Board for
approval.

7 Expenditures Accounts Payable Business Partially Formal account payable
Reconciliation - Office Implemented reconciliations should be
Needs Major performed on a monthly basis to
Improvement reduce the risk of inaccurate

financial reporting.

8 Expenditures Positive Pay Business Partially Accounts Payable procedures
Transmission Control  Office Implemented should be documented. The
- Needs Improvement procedures should include positive

pay instructions and controls to
ensure consistency and accuracy
of the process.

9 Expenditures Positive Pay Business Partially In addition to the Director or
Disbursement Office Implemented General Accountant review, the
Controls - Needs Executive Director for Business
Improvement Services should review and sign

off on the check register before the
checks are mailed. This review
was performed some months, but
not on a consistent basis.
10 Expenditures Reconciling items are Business Not Each outstanding check should be
not cleared timely — Office Implemented researched and assessed whether
Needs Improvement amounts should be reported and
remitted as unclaimed property.
Unclaimed property reporting
process should be defined in the
Accounts Payable documented
procedures.
12 Payroll Processing of W-2 Business Not Preparation, verification and
Process forms - Needs Major  Office Implemented  distribution of all W-2 forms should
Improvement be performed by a non-Payroll
employee.
15 Payroll Review of Payroll Business Not Payroll should create a monthly log
Process changes — Office Implemented  of payroll changes and document
Unsatisfactory the Superintendent or designee

approval. HR should update the
pay structures in the Pay Structure
& Comp Handbook and align

actual pay rates as authorized by

MAIN 512 437-7800
Fax 512 437-7923
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6300 Bridgepoint Parkway
Building |, Suite 575, Austin, Texas 78730




pg. 4

Smith
Patterson
& Johnson

the Superintendent.
16 Payroll Terminations Business Not Terminated employee CIP forms
Process processed timely — Office Implemented should be processed immediately
Needs Major upon notification of the employee’s
Improvement separation from the District. The
Superintendent or designee should
approve the termination forms as a
part of the process
23 Payroll Payment for Business Not Payments for time not worked
Process absences - Needs Office Implemented should only be made consistent
Major Improvement with District policies.
24 Payroll Routine comparisons  Business  Not Director of Budget should review
Process and reviews - Office Implemented and approve completed payroll
Unsatisfactory registers and payroll expenditures
on a monthly basis.
27 Payroll Segregation of Duties Business Not Employee checks should be
Process - Needs Major Office Implemented sealed in envelopes for
Improvement distribution, signed out to
Principals and Department Heads
by a designated individual
independent of Payroll, and
undistributed checks returned to
the designated individual to mail
out to employees
28 Payroll Pay rates that exceed Business Not A Pay Structure and
Process approved pay scales  Office Implemented Compensation Handbook should
— Unsatisfactory be corrected and
maintained/updated.
29 Payroll General Ledger Business Not Formal account reconciliations for
Process Account Office Implemented all payroll related accounts should
Reconciliations — be performed on a monthly basis
Unsatisfactory to reduce the risk of inaccurate
financial reporting.
30 Payroll Bank Reconciliations ~ Business Partially Each outstanding check should be
Process — Needs Major Office Implemented researched and assessed whether
Improvement amounts should be reported and
remitted as unclaimed property.
Unclaimed property reporting
process should be defined in
Payroll documented procedures.
32 Payroall Payroll procedures - Business Partially A formal vacation policy should be
Process Needs Major Office Implemented documented and updated when
Improvement necessary. The procedures related
to the investigation of returned W-
2's should be documented.
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Pay Application Business Partially implemented for 2010
Checklist — Needs Office Implemented Bond Program. For future bond
Improvement programs, recommend consistently
requiring the use of a checklist to
ensure all review points are
performed and to document the
quality of the pay application
review by the District.
35 Bond Bond Program Business Not All bond program fund 699 GL
Account Office Implemented accounts should be reconciled on
Reconciliations and a monthly basis. The
Segregation of Duties reconciliations should be
— Unsatisfactory evidenced as reviewed and
approved by someone other than
preparer.
38 Bond Bond Program Spend Business Not The District should implement a
Down — Needs Major Office Implemented documented process of monitoring
Improvement bond proceed expenditures against
the tax compliance document as
required by the Board approved
Tax Compliance Policies for
Governmental Bonds.
42 Bond Bond program Business Not Formal bond program policies and
procedures - Needs Office Implemented procedures should be documented
Improvement and updated when necessary.
43 Student Activity Fund receipts  Business Partially Monthly Quicken transaction
Activity Fund - Unsatisfactory Office Implemented reports for each sub-account
should be distributed to the
appropriate faculty sponsor for
review and approval to ensure the
accuracy of recorded transactions
and account balance. Approval
should be returned to the
bookkeeper.
48 Student Event change funds Business Not The Business Office should
Activity Fund — Needs Office Implemented communicate the proper method
Improvement for establishing event change
funds.
51 Student PO requirement — Business Not The purchase order threshold
Activity Fund Needs Improvement  Office Implemented amount ($150) should be
evaluated by the Business Office
and communicated to the campus
Principals and bookkeepers.
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54 Student

egregatio ‘ "

Business

Assign bank account reconciliation

Remaining Action Ne

Activity Fund  — Unsatisfactory Office Implemented responsibility to an individual who
is independent of
processing/recording transactions
and safeguarding Activity Fund
assets.

55 Student Bank Business Partially Reconciliations for the Campus

Activity Fund Reconciliations— Office Implemented and Student Activity Funds need to

Unsatisfactory be performed timely (i.e. within 30
days of month end). Additionally,
outstanding checks should be
researched and assessed whether
amounts should be reported as
unclaimed property.

56 Student Periodic Audits — Business Not Develop and implement a formal

Activity Fund  Unsatisfactory Office Implemented  audit schedule of the student and
campus activity funds.

57 Student Maintenance of Business Partially Continue developing and posting

Activity Fund  positive account Office Implemented training videos for campus

balances — Needs principals and

Major Improvement secretaries/bookkeepers to ensure
appropriate reconciliation and
monthly financial close procedures
are followed.

60 Student Annual Journal Entry  Business Partially Reference Record Number 55 for

Activity Fund amount — Office Implemented monthly and year-end bank

Unsatisfactory reconciliations which provides
control over the completeness of
Activity Fund annual journal
entries.

61 Student Annual Journal Entry  Business Partially Finalize ongoing work with Kev

Activity Fund Coding — Needs Office Implemented Group and implementation of new

Major Improvement activity fund processes and
system.

64 Athletic Cash Receipts — Business Partially Routine training should be

Center Needs Major Office Implemented  provided to all individuals working

Improvement athletic events. Currently, only new
workers have training.

Sincerely,

Lomidh. | Putbinnan i'.gf&w,._,_ Aric

Smith, Patterson & Johnson, PLLC

wain 512 437-78900
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cc: Board of Trustees
Pablo Escamilla, General Counsel
Dr. Abelardo Saavedra, Superintendent
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Attachment A

ID: ||| |[Audit:| Expenditures | [Report Date:| 6/12/2012  ||Owner: | Business Office
Segregation of Duties - Unsatisfactory : 7 [ —

Detailed Finding: | 7

| T ]

|As of the time audited, 23 users (16 active and 7 inactive) had access to set up vendors and enter invoices in the system ard five
‘users (all active) had access to set up vendors, enter invoices and print checks for payment. Administration of user access was
|not segregated. Administration of user access was assigned to the Purchasing Director and Director of Budget and Fiscal
|Services who are users of the system, rather than to an IT administrator. |

&commendaﬁons:

gJOb functions should be defined and segregation of duties should be implemented. This analysis should result in assigning uer
‘access accordingly. Segregation of duties reduces the risk of fraud/inappropriate transactions and the number of manual ‘
controls to mitigate conflicts. An IT administrator should be responsible for the administration of user access. This fundion

lshoylfi be removed from the Purchasing Director and Director of Budget and Fiscal Services as they are users of the system. J

'An analysis will be conducted to determine potential future system enhancements for limiting user access to specific job '
functions. In order to comply with the recommendations of the auditors, we suggest the formation of a committee comprised o |
Ithe current security administrators for the Business Office and Pupil Services, IT staff, and ESC 20 staff to develop a funcional !
and coordinated process. In discussion with Pupil Services, we request that this be completed during the summer months sinceit |
‘rcquircs extensive changes and development of procedures. Also, changes in staff that typically happens at the end of a schod
'year would significantly affect the process. The Pupil Services department also has a similar process for assigning user idsand
‘system access and system users assign those rights. In addition, the security administrators not only set up users, but alsoassign |
laccess to screens and specific account codes (campuses). Since those staff members are currently users, they have an ‘
lunderstanding as to what accesses are appropriate and how those functions work. IT staff may need additional training to fulfill ‘
that role. Upon further investigation of the 23 users identified, 1 user ID was access for ESC20 Business Support servicesto
lenable them to assist with or troubleshoot transactions. Of the remaining 22 users, 11 were inactive and 1 additional became ‘
linactive prior to the audit. Inactive user ids while remaining within system listing are deactivated from system use and
corresponding passwords are deleted. The system requires a valid active user id and valid password to gain system access. The
remaining users were all employees of the Business Office except 2. One was the former Purchasing Director who was
responsible for originally setting up the system security and those accesses have been removed from the system. One was a
secretary and the user ID became inactive prior to the audit. The system was originally set up with Business Office staff tohave
the same access to functions that occur in that department. In addition, the system does not allow for view only access so saff
hhas access to screens to be able to research and look up data that pertain to their job function. In addition, since the Purdhasing
Department has only one clerical staff member, the Accounts Payable staff has been cross-trained to be able to maintain
loperations in the event of an absence so they do have access to vendor screens. The vendor screen also has the remittance
address and without screen access, they cannot verify check addresses. The payroll staff enters vendors for deduction paymens.
Payroll staff runs deduction checks as well. Accounts payable staff runs (ir-house) individual payments on an emergency basis;
ialthough the function was not operational at the time of the audit. Of the five users with full access, two were ESC 20 logirs and
the remaining three were the General Accountant, Director of Budget and Executive Director for Business Services. Since those
roles require oversight of all the Business Office functions, as well as training of staff and troubleshooting of processes, they
were given all the available screens. While it is true, that individual employees could enter transactions that are not in their job
function, it is not common practice or allowable without approval. We believe that other functions in the internal process swh as
bank reconciliations, financial reporting, and regular reviews would alert supervisors to inappropriate actions. Since all
Principals and directors have web access at any time to their budget accounts, there is another layer of oversight where
inappropriate charges could be detected. These processes are also reviewed annually by our external auditor. ESC 20 also hasan
outside firm evaluate the software system for internal control processes every three years. Those reports are provided to usand
reviewed by our external auditor.

Target Date: [8/1/2012 | Not Implemented
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lEﬁhﬁon Procedures: |§fi]1fdaﬁon Reiults:~ J

iInquﬁas to the pmicess of assigning user access | [The administration of user access has not been transitioned to an IT
and whether an IT Administrator is responsible ‘ Administrator.
for the administration of user access. .

Fiém’giningﬁcﬁnn Needed By Management:

LAn IT administrator should be rcsjons@e for the adm?riistra_tion of user access process.
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[21/ Eipcnf_tures - : _ ‘ @oﬁﬂ 6/]2_/2012_ J Owner: gBugincss Office ‘
[System User Access— Unsatisfactory - — 1 1
Detailed Finding:

The following observations were noted regarding system access: 26 non-purchasing users have access to vendor maintenance
I(ccmsisting of 14 active user IDs, 3 inactive user IDs, 5 unassigned user IDs and 4 user IDs assigned to unknown users.) 22 mn-
|AP users have access to enter invoices (consisting of 11 active user IDs, 2 inactive user IDs, 5 unassigned user IDs and 4 usr
‘IDS assigned to unknown users.) Four user IDs with unknown assigned users (two of whom can print checks) There is no
\periodic review of users with access by management Controls around changes to system user IDs (numeric) were not adequate;
Esystem user IDs for persons terminated were recycled for new users thus losing an audit trail for authorizations in the system. ’
\Changes to system IDs were not consistently documented on a timely basis.

[Recomméndationsfl

\System clean up of user access is needed to reduce the risk of fraud/inappropriate transactions. Employees whose job functiams ‘
do not require access should have access removed. User IDs with unknown assigned users should have user access terminated
iimmediately. Periodic reviews (at least quarterly) by management of user access by function should be performed and
|documented to further reduce the risk of inappropriate transactions. In conjunction with giving an IT Administrator
rresponsibility for user access: Management should evaluate the current practice of assigning and recycling user IDs including
!assignment of unique alpha/numeric IDs Management should evaluate system capabilities to generate a monthly change report |
lof system user IDs to review Management should formalize the set up of new user IDs and changes to user IDs (e.g. documented |
!form with approvals). ) B |

[Management Response:

Several of the users identified were inactive. The unknown users identified are logins for ESC20 as described above. The sysem
‘currently does not have a report available to review changes in user access. User IDs were assigned consistent with roles inthe
|District rather than as individuals. The committee would need input from Region 20 to see if the suggested format for user s is
écompliant with system requirements. Also, a cost would need to be obtained for additional ids and report development. The
\committee could include this in the development of a new process. |

Ta!getDate?; 8/1/2012 ‘ Status: ‘Implcmentcd |

lVali_'datio_n. Procedures: Validation Results: |

|

i’Inquin: as to the review of user access anasyste;n Review of user access and system clean up has been performed (examples of
iclean up. | work performed was provided to auditor). Additionally, user IDs are no
longer reused per auditor inquiry.

lR‘emaining Action Needed By Management;

NoiApplible

Attachment A



i3 7} !E@cndit@es 7 i _ ‘ |Repoﬁ Date:J !6/ 12/2012 ‘ Owner:
Finding: ‘fNew Endp?Promis_ and Maintglance of Vengor System and Files_— Unsatisfactory -
Detailed Finding: |

Business Office

[Re\:iew and approval of new vendors was not in place prior to system set up. Purchasing imiplemeﬁted a new pr_éccdug to
review, approve and obtain required documentation from new vendors prior to setup during the audit.

Master vendor file information was not complete - 6 out of 36 (16%) vendor files were missing Form W-9s. This is a non
compliance issue for IRS Form 1099 reporting requirements.

10 out of 36 (28%) vendor files were missing vendor applications. [

15 out of 36 (42%) vendor files were missing Conflict of Interest Questionnaires (CIQ).

There was no periodic review of vendor inactivity There was no periodic review of vendor changes Purchasing & Warehouse ‘

|Rec_ommendaﬁons:]

‘A formalized review and approval process for new vendors should be in place to reduce the risk of fraudulent activity, -
inappropriate transactions and non compliance with Form 1099 reporting requirements. This review should include verifying all‘
required file documentation is obtained. This review should also include validating the Taxpayer Identification Number (TIN) |
pprovided on Form W-9s using the IRS Matching Program. The process should define any acceptable exceptions to the ‘
|documents required for new vendor set up. For example, certain vendors such as restaurants may not require a Conflict of
|Interest Questionnaire.

[ \
A complete review of existing vendor files should be performed to ensure completeness of file documentation. Management
lshould periodically review the vendor listing for inactivity and remove vendors who have not been used after a specified perod
|of time. Management should perform a monthly review of vendor changes to ensure the validity of the changes and reduce the
irisk of fraudulent activity.

\Purchasing & Warehouse Guidelines should document and include new vendor approval requirements; vendor set up
[requirements, including the receipt of a W-9 form before vendor set-up can be completed; and periodic vendor reviews.

fManagement Response;‘

The Purchasing Office has implemented a procedure to collect vendor information and document the vendor approval by the
!Purchasing Director. Until the completed vendor packet is received including vendor application, W-9, CIQ, and sole source (if
lapplicable) a potential vendor will not be set up on the iTTCS system. Of the 6 vendors who were missing a W-9, none of the
vendors exceeded the 1099 threshold. Also, 5 of the 6 vendors who were missing a W-9 were not 1099 eligible. The one |
vendor that was eligible for 1099 had provided the business office their taxpayer ID in a different format.

Regarding missing vendor applications, the purchasing office documents when a vendor is added and when the vendor [
application is mailed to the vendor. Of the 10 vendors whose vendor application was missing, the purchasing office has
\documentation on all 10 vendors regarding when the vendor application was mailed out, and or partial receipt of the vendor
lapplication (W-9). With the new procedure in place mentioned above, a potential vendor will not be set up for approval unless
the completed vendor application is received and on file.

Regarding the missing Conflict of Questionnaires (CIQ) forms from vendors, the district is solely the records administrator br
this process. Chapter 176 of Texas Local Government Code requires that all “local government officers” and any vendor wishing
to do business with a local government entity complete the conflict of interest questionnaire. The district has the responsitility to
irequire persons to comply; which we do by having it as part of our vendor application. The Texas Attorney Opinion No. _ |
|GA-0446 on page 13 states with regard to LOC. GOV’T CODE 176, “Because the statue does not impose it, we do not believe
the entity has an affirmative duty to independently require vendors to comply with chapter 176 prior to entering into a contmct ‘
with the local government entity.” Therefore the district is not required to cease doing business with an entity who has na

submitted a CIQ form.

The iTTCS system does have reporting capability to see when a vendor was last used. The purchasin_g gfﬁce will review t.his
report annually and deactivate any vendor who does not have any activity in the form of purchases within two years. The iTTCS
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[system does not have a reporting tool to review vendor changes. Changes to vendor information can be done by anyone having
access to the vendor maintenance screen. The Purchasing & Warehouse Guidelines manual is updated annually and presented to
!the administrators, Principals, and secretaries at the beginning of the school year. The purchasing office will implement any
ichanges with regards to vendor setup.

arget Date:| 8/1/2012 | [Status:| [Partially Implemented

|Validation:l’rncedures:1 I\faliﬁﬁion Results:
Inquire as to whether a formalized review and | \Purchasing has implemented revised procedures to collect vendor
approval process for new vendors including information and document vendor approval by the Purchasing Director.

|verification of required file documentation is Until a completed vendor packet is received including vendor application,
!performed. Review of manual for documentation ‘ W-9 form, conflict of interest questionnaire, and sole source (if applicable),
|of new procedures. Inquire as to status of periodic | |a potential vendor is not sct up in the iTTCS system. The Purchasing
review of existing vendor files for completeness of| [Director provided the auditor an example of the vendor approval packet.
Iﬁle documentation, review and purging of I IThr: Purchasing & Warehouse Guidelines manual was updated for revised
[inactive vendors, and review of changes to vendor | |procedures and provided to the auditor. Periodic review of existing vendor
(file information. files for completeness of file documentation, review and purging of inactive
=i vendors, and review of changes to vendor file information have not been
!performed. |

|Remaining- Action Needed By Management:

[ Nt e W A T — . . i S . o ot 2
EPcrmd:c review of existing vendor files for completeness of file documentation, review and purging of inactive vendors, and
[review of changes to vendor file information needs to be performed. |
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‘Ei 4 _f lAudit: ,EJ:pendlimrcs : B B ( keport Date: [q/ 12/2_612 R J@usinéss Office

|
-

Finding: [§_yst£m allows payment of invoi:ces in exccss: of pur}:hasc ~order amount — Unsﬁisfacitory

Detailed Finding: |

‘The system allows a user to pay an invoice which is greater than the PO as long as there is a balance remaining on the PO. Two ‘
of 44 (5%) invoices tested exceeded the PO amount. With the data analytics testing, there were also occurrences of invoicespaid
exceeding the PO amount. There was not a mitigating control for review and approval when multiple invoices are processed

against a single PO.

lRecommendaﬁona

[To mﬁigg the risk of unauthorized cxpenaiturei the system should be up.él_atcd to prevgnt invoice payments in excess of
|approved PO amount or a mitigating control should be implemented for review and approval of such expenditures.

[Mana'gement Response:

In further discussion with the auditors, the concern is specifically with transactions related to an open purchase order whee
there are multiple payments against one purchase order and each transaction is reviewed separately without seeing the total
payments. We agreed that having the accounts payable clerk include a screen shot that includes the total purchase order

amount, amounts paid, and amount remaining as part of the payment documentation would be a sufficient control to address this|
issue. This action will be implemented immediately. The system capabilities would have to be addressed by Region 20. The |
ability to pay an invoice that exceeds the purchase amount is there to allow for payment of additional charges such as shippng |
costs, without requiring an additional purchase order and delaying invoice payment. The District does have a control in place |
because each check along with supporting documents is approved prior to release by the Director of Budget or the General '
Accountant. Of the two exceptions noted, the first was for a price change on the individual item. Approval for the price change
was not noted on the receiving copy. The second item was an open purchase order for a consultant. The purchase order was for [
1$9,000 and the total payments for the purchase order were $5,925. However, each campus was allocated $600 and one payment ;
was charged to the wrong campus causing that campus to be overcharged and the other campus undercharged. Further [
procedures regarding open purchase orders as described in the above paragraph would correct this issue.

Tatget-Date:‘ﬁ/ZdE ' _Iml_alemented ]

|Vhlidhﬁon"_l’rocednres': [Validaﬁon Results:

i'Inqlii'r-e whether x:r_litigating control was | [The Business Office staff impl_emcnt_c_d proceduré?:hangcs which ré&ﬁ‘e the‘
implemented regarding invoice payments in review and authorization of two Business Office personnel (Director of
excess of approved PO amount. _ _ Purchasing, Director of Budget & Fiscal Services, or Executive Director for ‘

Business Services) prior to allowing a payment of $100 more than the
ppurchase order. _ ] B

Remaining Action Needed By Management:

!Not}ppi@_ble j ) ] ) , ]
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Finding: |Qon:_1pctiiive Priiﬁ g mﬁeeds I\fl__ajor Improvcn:uent
Detailed Finding:

ID:|5 |/Audit: Expenditures ' [Report Date:| 6/12/2012  |[Owner: | [Business Office

SR S |

The Purchasing and Warehouse Guidelines as well as the District Policy (including TEA guidelines) require all expenditures
greater than $50,000 to complete a competitive pricing mechanism. Of the 36 Purchase Orders tested, six required competitive
bidding. One exception was noted of the six (16%) tested and it was for a student insurance renewal contract for $76,867. The
district does not have a current competitive bid in place for the student athletic insurance but did bid the student athletic
insurance several years ago through RFP #06-67 which was awarded on July 19, 2006. The Purchasing and Warehouse
Guidelines requires all expenditures between $5,000 and $49,999 to obtain three quotes unless the vendor is exempt (i.e. coop
iprofessional services, etc.) We tested 25 Purchase Orders between $5,000 and $49,999. One of the purchase orders (Reliance
\A/C contract renewal for 2011/2012 totaling $5,500) tested did not have three quotes as required. The policy does not address
‘whether an annual competitive pricing mechanism for renewals of contracts is required. Per TEA Guidelines, professional
services are exempt from competitive bidding. In practice, special education contracts and technology services are consideral
‘professional services. However, these are not defined as professional services in the Purchasing and Warchouse Guidelines. A
mitigating control for compliance with the competitive pricing mechanism is the Purchasing Director’s periodic review of
vendors with expenditures over $10,000. Evidence of this periodic review was not retained and could not be tested as a resul.

FRecommendations:

|All purchases as defined by District policy and the Purchasing and Warehouse Guidelines (including renewals) should follow the
‘competitive pricing mechanism process. Clarification of professional services noting Special Education contracts and ‘
technology services is recommended in the District Policies and Purchasing and Warehouse Guidelines. In addition,

clarification of renewals for contracts is recommended. Evidence of the Purchasing Director’s review of expenditures greater ‘
than $10,000 should be retained and results of the review provided to the Executive Director for Business Services. A monthy
[review is recommended. ‘

F\(anagement Response:

As noted with regards to the one purchase order without 3 quotes, Texas Education Code allows for any service or product to ke }
|procured for under $50,000 without a competitive mechanism in place. Although the district purchasing manual indicates that |
‘three quotes are required for any purchase over $5000 and less than $49,999, this is an internal district manual which provides
guidelines and fosters further due diligence from school administrators and staff. However, going forward, competitive bidswill
‘be obtained as outlined in the Purchasing and Warehouse Guidelines. The other purchase order noted without three quotes (PO#
1201019 — Reliance A/C) did not require quotes because pricing was referenced to Bid #09-27 Refrigeration and Kitchen
\Equipment Repair that was Board Approved on August 17, 2011.  District Policies and Purchasing and Warehouse Guidelines
\will be updated noting Special Education contracts and technology services as part of Professional Services as well as ‘
clarification of the competitive pricing mechanism for contract renewals. Evidence of the Purchasing Director’s monthly revew |
lof expenditures over $10,000 will be retained and provided to the Executive Director.

Eargetl)ate:ii_?/l@l} ? Status: iNot Implemented ] ‘

rValidat_ion Procedures: |Va]idation Results:

’Inquire whether Purchasing and Warehouse Purchasing and Warehouse Guidelines have not been updated to note ‘
|Guidelines have recommended updates. Inquire Special Education contracts and technology services as part of Professional
‘whether Purchasing Director's monthly review of ‘ Services. Evidence of Purchasing Director's monthly review of expenditures
iexpenditures over $10,000 is performed. | lover $10,000 is not currently retained.

IRema'ining_Ac_tion Needed By Management:

TUpdz;.Ethe Purchaéing & Warehouse Guidelines to note Special Education contracts and technology services as part of

\Professional Services and clarify renewal process. Retain evidence of Purchasing Director's monthly review of expenditures over
1$10,000
L Liptiion
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[6 _i Expicﬁdimfs -_, 7 ) [ [W@EHGHZ_IZOD_ ‘ Owner: | Business Office ‘
[Board Approval on Expenditures over $10,000 - Needs Major Improvement — T o

Detailed Finding:

[Three out of 25 (12%) contracts tested over $10,000 were for renewals totaling $130,685 (Xerox, Protection One Alarm and
‘Woridwide Pest Control) that were not taken to the Board for approval. In addition, the 06/16/10 approved Board meeting
'minutes could not be located. Thus, testing for five Purchase Orders totaling $138,000 (Leal Education Associate, JLR

\Consulting, Jo Mascorro, Carolyn A Hardin Consulting and Education Diverse Learning) could not be performed. |

lRecommendations:

Al@pengmres's includi;g contract re_newals, over $10,006 should be p?esenté& to the Board of Trustees for app?oval. Inte |
event that a contract renews and/or an approved amount increases, the change to expenditure should be presented to the Board |
|for approval |
{lor app :

|Management Response:

The Purchasing Office will develop a written report that can be presented annually to the Board of Trustees of all district ervice |
and equipment contracts. This will allow the Board of Trustees to be informed of all current and long term contracts. ‘
Although testing for the five purchase orders could not be verified with Board Meeting minutes dated 6/16/2010, the Board
agenda does state that all five vendors were presented to the Board on said date. The Business Office does not transcribe Baird |
Meeting minutes.  The services provided by Xerox (copiers) are procured using 48 to 60 individual month leases. All f
purchases for copier equipment are done using the state’s TPASS contract or TCPN cooperative. Protection One Alarm does not
require a competitive bid because the total amount spent on the service does not exceed $50,000 ($26,498.17 for 2010-2011). ‘
Each facility has a separate contract based on the installation date and when the facility came into service. =~ Worldwide Pest
\Control has two contracts with the district which have separate contract dates. One contract covers facilities and schools; the
|othcr contract covers the cafeterias exclusively because of the document requirements. The District is a rider on the Nortlside
E_ISD_co_mpiitivc bid #2009-140 because of the negotiating power. 7 |

8/1/2012 } Status: {Not Ir;lplcmgmcd :

Validation Procedures: Validation Results:

'Inquire whether annual written réport are \ ‘rThese ;eports_\_:vcrc providé?i to the Super_intcnd_e_nt in May 2013; ho:wvever,— ‘
presented to the Board of Trustees of all district | they were never presented to the Board of Trustees due to the departure of |
|ser\n'ce and equipment contracts. Regarding ithe former Superintendent. Auditor was provided electronic file of reports

— - .

|contract renewals, obtain the presentation of all presented.
contract renewals for the Board of Trustees'
review. |

iRemaining Action Needed By Management:

All expenditufes over $10,000-s_h_ouldg presented to the Board of Trustees for approvg.l. In the event that a contract renews or
|an approved amount increases, the change to expenditure should be presented to the Board for approval.
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D)7 |[Aai] [Expenditures - | [Report Date:]
Bccclﬁis P:igble_?econcﬂiaticﬁ - Needs Major Imp?évenif;gt
Detailed Finding: |

6/12/2012 _ JOwner: _BusmessﬁOﬂice - 1

I —

[Formal Accounts Payable Reconciliations (account 2011.02) are not performed on a monthly basis. Management represented
that the activity in the account typically clears monthly given that check runs/disbursements are processed weekly includingat
month end. However, year end 8/31/2011 accrual account payable balances of $79,800 in account 2011.02 for funds 199 and 283
were not cleared as of audit field work. In addition, the volume of activity in the account is substantial enough to warrantformal
imonthly reconciliation.

lR‘ecommendatlons:

Formal account pgréble_r_econ_ciliations should be performed on a monthly basis to reduce the risk of inaccurate financial
reporting.

FManqg'em‘ent Response:

[

Accounts payable accrual is a manual process that typically is posted at fiscal year end. Since much of the work to prepare fr
the financial statement audit is done afier year end, opening balances are not immediately available for reconciliation and there ‘
is a time lag between finalizing those balances and posting clearing entries in the next year. Fund 283 was a stimulus fund hat
lended on 9/30/11 and the balance was an error relating to the grant end. Procedures are in place to monitor activity; howeverthe I
'cycle had not been completed at the time of the audit. Since the internal audit review, all corrections have been made andthe |
laccounts are reconciled. The Business Office will create a reconciliation report to be prepared as part of the closing proces to ‘
formally document this procedure.

Target Date:| 8/1/2012 | Partially Implemented |

Walidhﬁ'on Procedures: lVa]idation Results: |
!Ind{m;e whether the moﬁhly formal account ' ;As part of the ycaﬁy audit, all corrections noted in the internal audit were |
|payable reconciliation is performed. [ ‘madc and the accounts were reconciled. However, the department has not 1
e performed formally monthly account reconciliations since the year end ‘
audit.
L skl _— .

IRei:iainln'g' Action Needed By Management:

Formal account payable reconciliations should be performed on a monthly basis to reduce the risk of inaccurate financial
reporting. - |

Attachment A



[3 ‘E@ iExpeEdituLeS ) ' ) H@rﬂa@ 6/12/2012 }Eiinﬂ“léusincss__()fﬁc; __ !
Eo_sitive_ia_y @ﬁsmﬁésion C§ntrol -_Ncedsflmproggmen-t_ B I |

Detailed Finding: |

[SSAISD h.as i)osit;e pay set up with the bank and the bank does not pay a disbursement unless received via pgsitive ;ay. The
bank provides confirmation of positive pay file transmissions, but such confirmation does not include control totals (amount
and/or transaction volume). In addition, files transmitted to the bank were not retained by SSAISD. Therefore, there was a lak

of control to evidence completeness and accuracy. ~ Accounts payable policies and procedures for positive pay were not ‘
formally documented. |

|Recomm’endations:]

Performance of a positive pay control is recommended to reduce the risk of misappropriation of funds by validating the
completeness and accuracy of disbursement transactions, as follows: Positive pay files transmitted by SSAISD to the bank shoud |
be retained. The following day, confirmation of positive pay transmissions, including control totals (amounts and volume), |
should be received from the bank and verified to the file sent. Any discrepancies should be timely investigated. ~ As noted
previously, Accounts Payable procedures should be documented. The procedures should include positive pay instructions and
controls to ensure consistency and accuracy of the process. ‘

[ﬁagement liésp onse:

After discussion with the auditor, the Business Office is maintaining an electronic copy of the positive pay submission. We dso |
maintain a printed copy of the bank confirmation that shows a file name and the number of items submitted. There is no report |
currently available with control totals. The Business Office will update the Accounts Payable module to include procedures fa
|positive pay.  For part of the time covered during the audit, positive pay was performed through a job submission in the
|software and transmitted automatically to the bank. There was no confirmation available but staff did document that the
procedure had been initiated in the files. Since October 2011, the file is submitted manually by staff. The bank has a
confirmation available but it does not include control totals since positive pay is a verification of individual items. The lank does
not verify totals and therefore does not include a total in the confirmation. As noted in the auditors’ observation above, the bank |
is set to deny any check from clearing where there is no positive pay item to verify against. In all cases, if a file was nd
submitted, the checks would have been flagged as exceptions. Authorized staff (Executive Director of Business Services, Genenl
Accountant, and Director of Budget) has a window of time (approximately 6 hours) to approve or deny the exception. If no \
response is made, the bank by default action refuses payment of the check. There is minimal risk of checks not being verifia if ‘
files are not submitted.

Target Date: 6/1/2012 | [Partially Implementcd

l!a’lidatinn Procedures: [Valldanon Resn]ts. g

_I-n_quire as to_positive payir;ocedgcs inc]ﬁding . ‘The Director for Budgct & Fiscal Services runs a positive pay Fransmission :
retaining electronic positive pay files transmitted | report through Region 20 and maintains a copy of report as evidence of

to the bank. Obtain the Account Payable submission of positive pay file. The Account Payablq proced_ures has not
procedures and review for inclusion of positive | |been updated for inclusion of positive pay procedure instructions and
\pay procedure instructions and controls. | controls. e

Remaining Action Needed By Management:

' Accounts ?a_yable;roccdures should be documented. The procedures should include positive pay instructions and controls to
ensure consistency and accuracy of the process. |
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LQ j Ex;Edittires 7 7 | R;ﬁi)rt])ate: 6/12/2012 'aner: Business Office .
@sitie_ Pay@sbufsgtﬁch[éontrols-N@éds Imgyovelilent - - B — ___|

Detailed Finding: | -

The Director of Budget and Fiscal Services or the General Accountant reviews a check copy to the invoice before checks are |
transmitted for positive pay. Four out of 48 (8%) invoices sampled were not approved by the Director of Budget and Fiscal ‘
Services or General Accountant. A check register is not included in the individual check review to ensure completeness of

review. Further, there is not an independent review of the check register before transmission for positive pay.

Recommendations:

Due to incomplete segregation of duties, it is recommended that in addition to the Director or General Accountant review, the
Executive Director for Business Services review and sign off on the check register before the checks are mailed. The purposeof
the Executive Director’s review is to check for any unusual amounts or vendors and to spot check on a sample basis, comparing
the check copies with invoice support.

l]\{ana_g'eme_nt Response:

The accounts ﬁéy?ﬂe checks are currently reviewed individually for accuracy in vendo?, amant, caling, etc. by the General _‘
Accountant or Director of Budget. The General Accountant also reviewed and signed off on each check register before the ‘
positive pay submission but this was discontinued in February 2012 when the General Accountant departed. The Business Ofﬁcei
generates approximately 150-200 checks weekly. Each check has multiple invoices that are reviewed as well. We agree that i

check registers be reviewed and signed by the Executive Director before checks are mailed as part of the review process. All
\documentation is available if any items warrant further review.

Target Date: 5/127.012? i iPartiélly Implemented i

IVali,dation' Procedures: [ IValidaﬁon Results:

Inquire whether the Executive Director reviews  Several months of the Executive Director's review of the check register was |

and sign offs on the check register. - provided to the auditor. It was noted and confirmed that there were monthly |
- gaps when the review was not performed.

[Rgmaining Action Needed By 'Managemggt‘;%

In addition to the Director or General Accountant review, the Executive Director for Business Services should review and sign
off on the check register before the checks are mailed. This review was performed some months, but not on a consistent basis. ‘
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@“ ‘ @pc@Mcs ' ] Report Date:
[@oncil@ it@s are né cleaft_éd timeE:y; Needs hnﬁidvemci}i
ID_etaiied Finding: I

6/12/2012 | |Owner: ]Business' Office

iaﬁéadatin—g back to 2007 were noted durin g the bank reconciliation audit test for the ! Spccial Athletic account. (ﬂswtanag'
|checks from 07-08, 08-09 and 09-10 school years totaled $4,488. There was not a documented process in place for unclaimed

FRichmmendaﬁons:

Each item should be researched and assessed whether amounts should b;,-_report—cd and remitted as ur_laz_aimed_property._ o )
Unclaimed property reporting process should be defined in the Accounts Payable documented procedures.

Nanagely'gntzke'spnnse:]

The bank account in”cil'lestioa_is cur;ntly closed and outstanding checks cannot be cleared. The data was maintained in the
|Athletic office during the time the account was open. We will review each individual item for further action such as unclaimal
\property requirements, if needed. The accounts payable procedures will be updated to include procedures for unclaimed property.

gD o> | GG oot

r\"ali'd;i_lﬁon?rdcedimes: |Validaﬁon Results:

;Inqua:_ as to the review and resolution of | [The Business Office is curraatly re:r{e“dng the oﬁ_ts-tandmg_checks on the ‘
40utstanding checks including further action in | |bank statement and procedures related to the unclaimed property reporting
\accordance with unclaimed property [process. B 7 - | | |
rrequirements.

Ell’emﬁinin'gg,Acﬁon_ Needed By Management:

!Each outsténﬁg check should be researched and assessed whether amounts should be ;eported and remitted as unclaimed ‘
pproperty. Unclaimed property reporting process should be defined in the Accounts Payable documented procedures.
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E' l[}_’;yroll FTroccss : 7 ' ReportDate° L/]S/2012 |0wner:- [Bl.lsiliss Orﬁia n

Needs Ma]or Improvemcnt

iThough new hire s setup Change in Compcnsatlon (CIC) forms require approval by the Interim Supcrmtendent and the HR

Director, Payroll accepts and processes unapproved CIC forms received from HR. New hire documentation was not provided
|for one employce and audit tests could not be completed as a result. Of the 13 new hires tested, none were approved by the
Interim Superintendent and four were not approved by the HR Director as required. In adchtlon payment to new hires occurred
‘p_nmﬂhe HR Director approval for 2 of 13 new hires tested.

IRec'o_mmendations:]

Payroll should ensure all requued approvals are obtained prior to posting a new hire CIC form in the payroll system n and
disbursing wages.

Nmaglgmeht.jkespolﬁs_a

Tt has never been fheﬁctice to have a fequif::_d apprc;aal for all CIC’s by th_e_Super_i;endcn_t. “The HR Dep_z_tftrnent submits a
(CIC form and a recommendation memo which is signed and approved by the HR Director.

@1/2@_ ‘ ﬁmple?nented ) |

Validation Procedures: | [Validation Results:

;Inquire as the approval process and the timeliness | Per inquiry, the Payroll department coordinates with Human Resources to
1\@lﬁprppiermassif approvals. ] |ol3tain the CIC forms and approvals prior to disbursing wages. 7 ‘

rRemainin_g,Ac'ﬁon Needed By Management:

Not Applicable | |
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E__I@yroliTP_rgccs_s_ 7 _ | Re{:brtDate: [8/15/2(_)12 J Owner: BuEiEless gifﬁcci J
Procossing of W2 forms - Newds Mjor Improvement |

Detailed Finding:

Ll_’rcparatic;niari_ﬁqa@ and distrib@on of W—Z ﬂﬁns are not seg;igateq from t@ayr@cp_érgnent_._

[}iecommendaﬁons:
'Preparation, verification and distribution of W-2 forms should be performed by a non-Payroll employee. Segregation of duties '
for handling W-2 forms reduces the risk of potential invalid employees. i

Management Response:|
David Landeros , Executive Director of Finance willlxppoihi Jesse Martinez to verify processing of W-2’s. 7 \

Target Date: 12/1/2012 | Status:| Not Implemented

Validation Procedures: | Validation Results: |

The new procedures should include the Payroll Department preparing the
W-2's and the General Accountant processing W-2's and overseeing the
distribution of W-2's. However, during the 2013-2014 school year, the
activities were not segregated. The General Accountant will process and
distribute the W-2's in the next school year.

anuire as to the segreg_ation of duties in the ‘
[preparation, verification, and distribution of W-2 |
forms. |

Remaining Action Needed By Management:

[Prcpa_r_ation, verification and distribution of all W-2 forms should be performed by a non-Payroll employee.
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-|13 Audit: Payroll Process ' \ Repurt Date: |8/]5f20]2 Owne;:

Business Office \

Secunty of Conﬁdentlal Informatmn Unsatlsfactory B _ 7,, B 77_ —1 |

Emp[oyee social secunty numbers were observed on tlmecards athletic time reports, sick leave cards, Coca Cola Valued Youth
lStudent tutor memos and templates used to log employee timecards. These payroll documents are stored temporarily in the
ppayroll clerks’ unsecured work area. There is a risk that confidential information could be obtained by an unauthorized
,mdmdual The payroll check registers and supporting reports are filed in the secured central Accounting file room accesible
rby non-Payroll employees. The reports contain detailed payroll information. Keys to Payroll’s employee master file cabinets
\were hanging on the Payroll Supervisor’s office wall and plainly visible. Though the office was generally locked when the
Payroll Supervisor was away from her desk for an extended period of time, there was a risk of unauthorized access to the
Employee master files.

lRegomm_endaﬁons:

[Employee social security numbers should be removed from timecards, athletic time reports, sick leave cards, templates and all
oother payroll documentation when possible and replaced with the employee identification number. All payroll documentation
‘that contains confidential information should be secured. The keys to Payroll’s employee master file cabinets have been
rremoved from the Payroll Supervisor’s office wall and are no longer visible by visitors.

?mm'agement Response:

JTl'mecar_d-g are turned iﬁ)y the?mploygc_s with social éécurily numbers listed. Memos are turned ianfSuchsors or Directors
'with social security numbers listed. We can request that all employees begin utilizing ID numbers on all timecards and memos.
All payroll documentation is now kept on a secured network drive. |

Target Date: |[12/1/2012 | [Status:| Tmplemented ]

Validation Procedures: | [Vahdaﬁon Results: J

iaciﬁiremhé use of confidential information on | The Payroll Department no longer uses f;n_ployee_social security numbers
{time cards, athletic time cards, sick leave time but rather employee identification numbers on time cards and other payroll
|cards, and other payroll documentation. documentation. An example of a time card with the employee identification |

number was provided to the auditor. Additionally, all electronic payroll
!dm_:umcmation is now stored on a secured network drive.

FRemainin_g Action Needed By Management:i

@ A.pplicablii
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E;_J'Pé_;_o_ll Pr_o_c_ess B B ‘ Report Date: | 8/15/2012 :j Owner: Bursin’essj(iﬁcc 7 77]
System User Aceess— Unsatisacory -

Detailed Finding: |

The following observations were noted regarding system access: Payroll users had access to the employee ID set up screen and
were able to change employee status from inactive to active on screen WPN5010 without review or approval by HR. There is no
|periodic review of payroll system user access by management. The users assigned to eight user IDs were not known and the
|appropriateness of access could not be tested as a result. Two non-Payroll users had access to the Direct Deposit maintenance
screen. 14 non-Payroll users had access to Payroll master file screens. 16 non-Payroll users had access to process payroll and
print payroll checks. 18 non-HR employees had access to set up a new employee. 12 user IDs were unassigned at the time of the
audit and the appropriateness of Payroll access may not be appropriate for the former employees’ roles (Unassigned user IDs ae
active system IDs of former employees with reset passwords).

F{eco:umendaﬁonsj

!System clean up of user access is needed to reduce the risk of fraud/inappropriate transactions. Employees whose job functims
|do not require access should have access removed. User IDs with unknown assigned users should have user access terminated
immediately. Periodic reviews (at least quarterly) by management of user access by function should be performed and

|documented to further reduce the risk of inappropriate transactions.

IManag_gment R_esponse:}

'A committee will be formed to review each user access. Each crﬁployee;rill only have access to their job function. Regzrdiﬁg
‘16 non- Payroll users and 18 non-HR employees, specific level and application user names and passwords with qualifiers are
rrequired to gain application access.

Target Date: 2/1/2(@ ‘ Status:|

[Validation Procedures: |

Implemented ]

Validation Resplts:

|Inq1iii"é as to the review of user access and systerﬁ ' [Review of user access and sy_stem clean up has bccrrperform;d (examples of |
clean up. - o B B | work performed was provided to auditor). Additionally, user IDs are no
[longer reused per auditor inquiry.

IﬁRemﬁimng Action Needed By Management:

Not Applicable
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ID: |15 |[Audié Payroll Process | [Report Date:| 8/15/2012  ||Owner: | Business Office |
[I}T\d»&\}r of Pay{u@éngcs — Unsatisfactory B = - 7;7 \
P)etailed Finding: I

Imemal controls are not in place to timely monitor, Identlfy and approve or disapprove actual pay rates for employees that
lexceed the annual budget and/or published pay scales in the Pay Structure and Compensation Handbook. Data analytics testing
[revealed numerous employees whose actual pay rates exceeded the maximum rates indicated in the 2011-12 Pay Structure &
Compensation Handbook. Management represented that the pay ranges/rates in the Handbook were incorrect and not updated.
Analytics testing was not performed on Teacher compensation due to lack of data provided, specifically pay codes and years o
experience. Results of the data analytics performed were provided to management for further investigation. Refer also to
(Objective 8, Observation 3 below. Though payroll clerks verify payroll changes for data entry error, there is not a periodic
[review of payroll changes entered in the system by someone other than the preparer to ensure all payroll changes are complete
accurate and authorized. Business Services Management is not required to approve payroll funding source changes for accurate
general ledger account coding, which only require HR approval.

[Recommendaﬁons:]

Management should further investigate the variances of actual pay rates identified during the audit period that exceed maximum
rates indicated in the 2011-12 Pay Structure & Compensation Handbook and determine a resolution plan. Management should
also consider performing further analysis of Teacher pay rates to assess potential variances and resolution. A summary reportof
|all payroll changes (e.g., pay rate changes, new hires, pay code changes due to transfers or promotions) entered in the systan |
|should be developed, reviewed and approved monthly by the Superintendent and/or designee(s) independent of the payroll
{function. Monthly and year-to-date reporting of actual versus budget compensation should be implemented and reviewed by the
'Superintendent and/or designee(s) to monitor and investigate unusual variances. The annual Handbook should be corrected and
'maintained/updated with alignment to the annual budget going forward. Finance should be required to approve payroll funding
source changes to ensure the accuracy of payroll transaction GL account coding.

|Management Response:w‘

TASB has been hired to conduct a pay study. A Pay Structure and Compeaation Handbook is in developm;rit. Payroll can .
create a monthly log of all payroll changes and have the Superintendent or de51gncc approval.

Target Date: 12/3 1/2012 | \Nm Implemented
fValitla’tlon Procedures: Validation Resuﬁg:-—‘i

Inquire at to whether the annual Pay Structure & | The Board of Trustees approved the TASB pay study and authorized the ‘
Compensation Handbook has been corrected and | [Superintendent to implement changes accordingly at the April 2014 Board |
maintained/updated with alignment to the annual | meeting. Certain pages of the Pay Structure & Compensation Handbook
budget. should be updated each year. However, the pay structures have not been }

updated in a few years. HR has a clear plan to develop updates for the |
'Superintendent’s approval. Analysis has been completed to identify w
lemployees who fall outside the current handbook scales (exceed maximum |
pay rate) and, in most cases, adjustments to the pay scale will remediate the |
noted exceptions. In other cases, the employee may have changed roles and
the new role is at a lower pay scale. In these cases, the employee will be
given sufficient notice, as consulted with Legal, and afterwards the
employee’s pay rate will be reduced to the scale associated with their =
current position. The creation of a log of payroll changes for Superintcndcntl
approval is expected to be implemented in Spring 2014.

Remaining Action Needed By Management: }

|Payro!l should create a monthly log of payroll changes and document the Supermtcndent or desngnce appmval HR should ;
lupdate the pay structures in the Pay Structure & Comp Handbook and align actual pay rates as authorized by the Superintendent. |
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El6rj Eudit: li’ayroI_I-Processi E [Rﬁr? Date:|[8/15/2012 | Business Office ]
Eermi;l;ions prg?esscd timely — Needs Major Imprévement 7_ B B | 77_

lDe_t_ailed Finding:

!Employees are not terminated in the_S);Sth timcly. HR does not process terminations im;édiatcg but notifies Pa;(_)ll by-tE:- '

subsequent payroll processing deadline. A Change in Position (CIP) termination form was observed for an employee with a
termination date of 4/5/12 and submitted by HR on 4/19/12. Further data analytics revealed six of seven CIPs tested that were
Inot completed timely (more than five days after termination date) and one instance of last payment made more than 15 days afer
the CIP date. Fields (e.g., termination date, rehire date) in the iTCCS system are not consistently used or used in the proper
manner. Data analytics testing revealed that one employee was not terminated, but HR used the termination date field to capture
promotion. Another employee was rehired but the rehire date was not captured in the system (thus, incorrectly indicating
payments to a terminated employee). The inconsistent use of fields in the iTCCS system is not routinely detected in Payroll’s
review of the information entered by Human Resources. The risk financial impact of over-paying a terminated employee is
mitigated for contract employees that earn compensation during the 10 month school year but are paid over 12 months
((generally employees earn more than they have been paid during the school year) and for employees paid based on submitted
timecards. In addition, the system user access administrator was not consistently notified of employee terminations on a tmely |
basis. There is a risk of unauthorized system access by a terminated employee. J

IR‘ecommendaﬁons:

Terminated empit;y_ee CIP forms should be processed immediately upon notification of tﬁe_emploglge’s separation from the ‘
District. The system user access administrator should be notified of employee terminations and system access should be
[cancelled immediately.

melagement Response:J

\Timcl-)}-receipt of termination CIP forms from HR to Payroll will occur. The Payroll Dept. will coordinate with Su;y?viéors,_ .
Directors and the H.R. department to have all terminations processed in a timely manner.

[Target Date:|12/1/2012 | Not Implemented |

Validation Procedures: Validation Results: |

ialuire as the timeliness ofT@roccssi;gCIP forms | There have been nb_signiﬁca;lt changes rcgarding the timeliness of the ‘
\upon notification of the employee's separation. | processing CIP forms.

|Remainin‘g Action Needed By Management:

Terminated cmploy; CIP forms should be prb?:essed immediately upon notification of the employee’s separation from the
District. The Superintendent or designee should approve the termination forms as a part of the process
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| [ReportD

A termination checklist is not used in the payroil_process to ensure all clements (state and local leave balances, vacation

balances, tax withholding calculations, etc.) are included in the final paycheck calculation and benefit notifications have teen
completed.

Recomm

A termination checklist should be developed and implemented in the payroll process to ensure all elements are included in the |
final paycheck calculation and benefit notifications have been completed.

Inquire as to the use of a termination checklist in
the payroll process.

A termination checklist has been implem;,nted to ensure all elements are
| [included in the final paycheck calculation and benefit notifications are sent.
The auditor was provided a copy of the termination checklist.
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i[5 | eyl roces | it 152012 | G

E 'din'g:
fl)etail“ed Finding: ]

Business Office

Final paycheck review- N_;cd;ﬁajor Improvement

contract balance, Payroll adjusts the amount for accrued leave and vacation time to determine the final employee payment. The
amount is not reviewed and approved by someone other than the preparer.

ﬂ‘ﬂsﬂfﬂiﬂlﬁndaﬁons

The review andiapproﬁal of employeé_ final paychecks is nT)tperformed. Though HR approves the systcm calculated rg;n_airi-ing- ‘

Review and approval of employee final ITzwchecks should be performed by someone other than the preparer to éhsﬁe;é_c_ﬁxacy of]
the final paycheck amount. |

Management Response:|

Target Date:||11/1/2012 | [Status:| [Implemented ]

Validation Procedures:

[Patidaop it |

Inquire as to the review and approval process of | [The Payroll Supervisor reviews and signs off on the final paycheck
|emp10yee final paychecks.

| lcalculations performed by the payroll bookkeepers. The auditor was

|Rgmﬂn1ngfﬁeﬁbn Needed By Management:
|N0t Applicable ) = . E : I
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19| AR Payeol Process [Report Date:
ilv_ﬁ n ding: @nelgwisiofiigblun_t;'y termjn'_a-tiﬂl final paych@ Unsatisfactory
Detailed Finding: |

8/15/2012 HOwner: |

Business Office

Final paychecks disbursed in the normal semi'-;c_mthly or bi-wecfdy payroll prgessimay not meet the six day final pé.yéileck \
state law for involuntary work separations (Texas Labor Code Section 61.014), resulting in regulatory norn-compliance. |

fRécdeile'ndaﬁons:

Disbursement of final paycﬁ;k_s for invv:)luntar),T work separations should be made in compliance with state réc[tiiremer{ts: Time |
requirements should be added to the termination checklist recommended.

nagement Response:

Payroll will coordinate with the HR dcpartmegto process terminations in a timely manner. Compliance with state law i
requirements will be coordinated with HR for timely notification of work separations. B |

@i'/zolz \ Status: :Imp_liﬂ:nted

Validation Results: W

‘Inquire as to the timeliness of the disbursement of i |Thc Payroll Department is coordinating with the Human Resources
final paychecks for involuntary work separations | Department to ensure the timely receipt of documentation needed to process

in compliance with state requirements. {terminations on timely basis and to comply with state requirements '
- . pertaining to the processing of final paychecks.

\Validation Procedures:

‘Rﬁmﬂnmngﬂﬁbn Needed By Management:

Not Applicable :
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@7 ] Payroll_ Process ] (ﬁ?pbﬁiiiﬁ[

Detailed Finding:

8/15/2012 ‘ [bwner: ﬁ?:ﬁsinesg Office

- - ) |

Hou:rs'\;'orked and overtime approval - Needs M@iimprovemcntr

Timecards were not consistently approved. Six unapproved timecards were observed from a review of all timecards for one bk
weekly and one semi-monthly pay period. Overtime hours were not consistently approved by the Superintendent as required.
Three of 30 overtime payments tested were not approved by the Superintendent. In addition, minor errors were identified in he
calculation of overtime pay for 3 of the 30 overtime payments tested. The risk of error was considered high given the manual
nature of the overtime calculations

Illgmmmendations:

Approvals for four of the six unapproved timecards were obtained subsequent to the audit and the remaining two timecards
should be approved. Payroll should ensure all required approvals are obtained prior to processing payroll and overtime
payments. The District should consider requiring overtime hours be pre-approved. Payroll should explore whether overtime
payments can be systematically calculated using the Payroll module or at a minimum, use Excel to reduce the risk of inaccurat |
overtime payments.

mna‘gement Response:

Payroll will ensure that all overtime payments are approved by the Supcrintcndcﬁ{._ All calculations will be systcmaticallyi
icalculated and will utilize an excel spreadsheet to reduce inaccurate payments.

Target Date: 10/1/2012 | [Status:| [Implemented

lVinligi‘aﬁon Procedures:

IYalidation Results:

(Inquire as to the .';pproval process and calculation
|of overtime payments.

| lovertime requests are pre-approved first by the Superintendent. Also, the
lovertime payments are now systemically calculated to reduce inaccurate
|overtime payments. - |

[Remailling Action Needed By Management:

Not Applicable
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Busmcss Ofﬁce e |

llé_\udit: Payroll Process | Report Date: 8/15/2012 |m

lEE :| |Accuracy of leave time — Needs Major Improvement B - 1

Check totals of employee;bscnces entered into the Payroll system are not verified to the absence report received from each
campus/department. Though leave days taken are entered in the system and reported on employees paystubs, manual sick leave
cards are used by Payroll to identify employees who have exceeded leave limits and payroll adjustments needed as a result.

Ell'ecommendations:
.Payrralrl should eliminate the use of manual sick leave cards and rely on leave balances maintained in the payroll systern as the

|solc record keeping method. It is recommended that system reports be developed for verification of absences entered in the
s!yg:gm to the reports received from each campus/department.

L

Management Response:|

WPayrcnll is currently utilizing Region XX’s leave accountlng system System reports will be created for verification ofall
|absences

[Validation Results: ]

Earget'nate;

9/15/2012

[Valiﬂaﬂnﬂ'l‘mcedures:

Inqulrc as to the current use of manual sick leave | [The Payroll Department now utilizes the Region 20 system to record sick

cards for reliance on identifying employees who | [leave absences electronically. The Payroll Department also utilizes reports

|have exceeded leave limits. |prc'duccd by the system to verify absences entered into the system against
o ‘reports received from each campus/department. Auditor observed sick leave

|abscnccs recorded in the system.

Remaining Action Needed By Management:|

{Not Apphcab]e 7 ] ____ 7 . | _
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IT‘ [Payroll_fTr_o;e_:ss . 8;713/22012 5 Ownj{j @aﬁess Office __ o ]
’A_Lc-uracy of cmgf(iéiﬁme worked - Unsatisfactory - - _ i ]

Detailed Finding: | - -

Gaps in the design of controls for recording time were noted: Time entered in the Payroll system is not verified by someone

other than the preparer. One bi-weekly transmittal used to log receipt of required timecards was not located and could not be
tested as a result. Employee work hours, tracked in the Kronos timekeeping system, are not interfaced to the Payroll system.
Hours worked are manually entered and prone to data entry errors. Overtime hours are entered from memos rather than from
timecards and overtime entered in the Payroll system is not verified by someone other than the preparer. Substitute employe |
pay is manually calculated (pen and paper) and is not reviewed by someone other than the preparer. However, payroll [
simulations are performed by the preparer to check for accuracy. ) |

[lje‘cnmmendations:

Hours worked, overtime, and substitute pay entered in the Payroll system should be verified by someone other than the prepara.
Payroll should assess whether employee hours worked, including overtime, from the Kronos timekeeping system could be
interfaced to the Payroll system, eliminating the need for manual data entry and reduce the risk of errors.  Payroll should
explore whether substitute wages can be systematically calculated using the Payroll module or at a minimum, use Excel to
reduce the risk of inaccurate substitute wages. All transmittals used to log receipt of required timecards should be retaired in
the Payroll records.

lManagement Response:

The leave accounting syste_m sub module is currently utilized for entry of teacher absence and substitute transactions at thesame |
time. Transactions are systematically calculated. Kronos will be utilized for entry of payroll data and all transmittals willbe
retained by the payroll department

Target Dae: [12/1/2012 | Implemented

IValidation Procedures: |Validation Results:

Inquire as to the process of entering time into the | The Payroll Supervisor verifies the calculations of the payroll bookkeepers |
Payroll system and verification of the time for hours worked, overtime, and substitute pay entered into the system.
entered. Inquire as to the status of interface Auditor recommended that she sign off on the verification. As of Fall 2013,

between the time keeping system and the payroll | [the time keeping system now interfaces with the payroll system. The leave
|system. Inquire as to the status of systematically | [accounting system sub module is used for tracking teachers' absences and
calculating substitute wages. | |substitute activity simultaneously.

fRemaining Action Needed By Manag‘eﬁleina

Not Applicable - i —
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M (> | [ fpayroll Process | [REBGREDRREY o/152012 | [ORER usiness Ofice |
—— = ]

[15_ay7ncnt for absences - Needs Major Improvement o _ _ B

[Detaiiled Finding:J

Payments for time not worked due to absences were made to one employee whose leave balances had been exhausted. Such
\payments were not in compliance with District policy (e.g., use of established sick leave pool), rather they were authorizedby
|HR and the Superintendent to be recouped from subsequent payroll periods. In addition, it was represented by Payroll that an
estimated $1,330 was ultimately not recouped before the employee’s termination from the District. Payroll indicated that

General Counsel has been consulted regarding the unrecouped overpayment

Recommendations:

|

Pé_yuients for time not worked should only be made consistent with District p&icies. Use of an established sick leave pbol in
accordance with local policy should be considered the preferred method for compensating employees for extended leaves in orde
to avoid overpayments.

ll\danagement’Response:

[-Péyments for time worked will be more consistent with District paicics. Cu;éntly, there is a sick p(;o_i in placé, suﬁjeét b sick
leave pool qualifications. Employees must have 8 days of sick leave from previous school year.

ITﬂtg_et'-D'ate: (1 1/1/2012 ‘ (Statlls: Not Implemented ‘

IV_alida_ﬁbn Procedures: iYaIidation Results:

In_quirc as to the payments for time not worked } iProgrcss had been made Ediscussi?g“solutions to this prdblem; hbw}v?r,
due to absences whose leave balances had been | |due to turnover in the Human Resources department, there have not been
lexhausted. - [changes to the policy or process. Meeting are scheduled in Spring 2014 to

|address this audit finding.

|R emaining Action Needed By Management:

ﬁ’_ame[s for time not worked should onl_y_be made consistent with District policies.
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Business Office 7 }

1D: E Héldit: Payroil Process I‘ Report Date: | (8/15/2012 ‘Owner:
‘l[{outine comparisons and reviews - ﬁnsatisfactory B B 7- - ‘

|Detailed Finding:

TEA expected controls are not routinely performed before disbursements are made: Review and approval of completed payroll
registers. Review of documents supporting employee benefit payments (such as accumulated vacation or sick leave). Review for
reasonableness of comparisons (reconciliations) of gross pay of current to prior payrolls by a knowledgeable person not
otherwise involved in payroll processing. Balancing the distribution of dollars and hours of gross pay with payroll registers and
review by someone independent but knowledgeable of this area. Though actual payroll amounts are compared at a high level to
the approved budget for purposes of ensuring adequate budget balances and requesting budget amendments, payroll expenditures
are not compared to budget on a monthly basis for purposes of identifying potential payroll errors and overpayments.

lReqoMendaﬂons:

Routine comparisons and review of payroll data should be performed including the following: Review and approval of
completed payroll registers by the Executive Director of Business Services. Review of documents supporting employee benefit
payments (such as accumulated vacation or sick leave). Review for reasonableness of comparisons (reconciliations) of gross pay
of current to prior payrolls by a knowledgeable person not otherwise involved in payroll processing. Balancing the distribuion
of dollars and hours of gross pay with payroll registers and review by someone independent but knowledgeable of this area.
Payroll expenditures should be compared to budget on a monthly basis for purposes of identifying potential payroll errors and
overpayments. Significant differences should be explained and the results reviewed by a knowledgeable person not otherwise
involved in payroll processing

|Managcment Response:

;[];)ireao_r of Budget can review and approve coﬁ;ﬁle[ed payroll rcgistTrs. and payroll cxpendi_tﬁrqs on a monthly basis.

Target Date: |11/1/2012 | [Status:| [Not Implemented ]

lVaiidﬂti'on Procedures:

Validation Results:

[Inquire as to the status of routine comparisons and| No review or approval of the payroll registers or payroll expenditures is L
review of payroll data recommended in the audit | performed on a monthly basis with the exception of review performed by the|
[report. Payroll Supervisor. ‘

Remaining Action Needed By Management:

Director of Budget should review and apprové -(E_C-'.mplclcd payroll rcg_igters and payroll eﬁ?@ditures on a monthly baéi-s:. _ J
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|i3usiness Office |

i lPayroll Process
:| Payroll adjustment approvals - Unsa_t;'_sf;ctory____ 7 ) ) ] l

In-house checks processed for payroll édjustments were not consistenﬁly approval t;y the Payroll Supervisor. Nine of the fifteen
in-house payroll checks tested were not initialed by the Payroll Supervisor.

\Payr_oll adjustments will be app_rbved b-yilgaifrioll Sﬁpv. Approval was on actual check not on check copy.
Date:| 9/12012 | [§

|Implementcd

Inquire as to whether payroll adjustments | Per inquiry, the Payroll Supervisors approves payroll adjustments disbursed
disbursed through an in-house check are approved | |through an in-house check and sign-off on both the original check and copy
by the Payroll Supervisor. of check. An example was provided to the auditor.

Not Applicable
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ID:| 26 |[Audit: [Payroll Process ' [Report Date:|8/15/2012 | [Owner: | [Business Office |
t_)i_r_cct Deposit t;ﬁh_sn{ittal —F_eeds ImpE;vement o 7’__ _- — = ; =P
|Dﬁ,tailed?"Fi.nding:

Dgﬁmarovél_ﬁt requi;a for direc-tqeposit transmittal. B = o Bl ]

One of five FY 2012 direct deposit transmittals tested did not contain the direct deposit record count and amount and two offive
FY 2011 direct deposit reports were not located and could not be tested as a result.

F!!e.cnmmendaﬁons:]

Dual approval should be required for direct dcposit_t-ransmittag._ All direct deposit transmittal counts and amounts should te —\

retained to evidence payroll disbursement completeness and accuracy. . ] | Al

M@ﬁiﬁmﬂntkcsponse:]

Dual appro-v-al should be required for direct dcposif transmittals. All direct deposit transmittal counts and amounts should te
retained to evidence payroll disbursement completeness and accuracy.

Target Date: |11/1/2012 | Implemented B

Validation Procedures: | Validation Results:

?[nquire as the re{imgement of dual api);\_ral of | [Per inql_lir_y, dircct_de—posit transmittals now have dual approv;l and

direct deposit transmittals and whether direct “transmittals are retained for verification. An example was provided to the ‘
deposit transmittal counts and amounts are | auditor.

L
[retained to evidence payroll disbursement |

[corquqteness and accuracy.

;Not Applic;aﬁle

ng Action Needed By Management:
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D] (27  |[Audit] [Payroll Process | [Report Date:|8/152012 | [Owner: \Busi?r_:ss Ofﬁ?_”_ ]
) o [ N

[Segregz{tion of Duties - Needs Major Improvement

Detailed Finding: |

ILack of scgrcgétiun of duties exist in the handling of payroll checks. Payféll scnds;éyroll checks to camﬁu:es and depértmmt _1‘
heads for distribution to employees. Unclaimed pay envelopes are returned to Payroll for handling. |

Distribution of pgoll checks and control of unclaimed payroil checks should be ma_n.aged byﬁividua?s independent of j

Payroll, potentially by Business Services.

= —l =

Management Response:

Paychecks are sent to each campus in individual envelopes for each emplg)yee. Prinapals are Eurrcntly pﬁng up and Signing
for payroll packets. Undistributed checks are returned to Payroll for mail out.

9/1/2012 |

[Va]idatmn Procedures:

|Iargéfé])'_at_e:

Not Impler-nented - |

iVﬂftiaﬁdﬂ Results: |

llnquirt: as to the process of distributing payroll iThe Payroll Department currently places employee checks into sealed
checks and controls of unclaimed checks individual envelopes for distribution. Campus Principals and department

including segregation of duties related to this heads currently pick up and sign for payroll packets. Undistributed checks
|process. are returned to the Payroll Department for mail out to employees.

[Remiini.nga-Action Needed By Management:

lEni;Tnyée checks should be sealed in envelopes foﬁistributib_n, signed out to Prir;:i;als and Dcpartmcn;n Heads by a designated_
l_individllal in@eg@d&nt ofl’gyro]l, andildistributeid checks rEtprncd to th: design;t;:d individu_a_l_to m_ail out to er_gp_loyees
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Business Ofﬁcc o ]

-[8 ]Audlt. Payroll Process 7 ! Report Date: [8/15/20_13 !()wner:
B

|De_taiileﬂ Finding:J

Pay rates that exceed approved pay scales — Unsausfactory ___ B ‘

Internal controls are not in place to timely monitor, identify and approve or disapprove actual pay rates for employees that
exceed the annual budget and/or published pay scales in the Pay Structure and Compensation Handbook. Data analytics testing
revealed numerous employees (Administrative/Professional, Clerical/Technical and Manual Trade) whose actual pay rates
exceeded the maximum rates indicated in the 2011-2012 Pay Structure and Compensation Handbook (the Handbook).
Management represented that the pay ranges/rates in the Handbook were incorrect and not updated. Analytics testing was not
performed on Teacher compensation due to lack of data provided, specifically pay codes and years of experience. Results of he

data analytics performed were provided to management for further investigation. |

[!lec'ijmmendaﬁdns:r

Management_should further investigate the variances of actual p-a_y rates identified cﬁ'ing the audit perioﬁhat exceed maximum |

rates indicated in the 2011-2012 Pay Structure and Compensation Handbook and determine a resolution plan. Management
should also consider performing further analysis of Teacher pay rates to assess potential variances and resolution.

[l\lmgemgnt Response:

|TASB has been hired to conduct a p pay study. A Pay Structure and Compensatlon Handbook is in devclopment : o I

Target Date: 12/31/2012 | [Status: - Not Implemented |

[Vn]id'aﬁon Procedures: I |Validalion Results:
IIHq_uirc as the status of TASB pay_st_udy and | | The Board of Trustees did not ai:xprove the TASB pgsmd);gd the pay -

related changes, if any, and the status of a pay ‘ structure and compensation handbook has not been finalized. |
structure and compensation handbook. -

[Rsmaining Action Needed By Management: 1

IA Pay ! Structuie and C@énsaFioﬁ_Handbqgk should be correcttﬁ and m@ltaincdf@datcd. o - _ ) _ i |
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G ot s  FERGRODA 152012 | [OYRRR P Oee
{GreneraliLédgerrAccount Reconciliations — Unsatisfactory ' - - T
Detailed Finding:

With exception of the bank account, formal account reconciliations are not performed monthly for all payroll balance sheet
accounts (net pay, accruals, deductions, etc). Though benefit provider invoices are reconciled to the payroll records to ensire
|accuracy of employee deductions and invoiced amounts, formal account reconciliations of payroll deduction liability accountsare
not performed to ensure all identified differences are researched and corrective action is taken. The “Due to / due fran
'funds™ accounts are not reconciled monthly but are reconciled on an annual basis. The frequency of the control was not
cconsidered timely to correct potential payroll errors.

i'R_e,commendaﬁons:

fFormal account reconciliations for all pay_roll related accounts should be perﬁ)rmed on a monthly basis to reduce the risk of }
inaccurate financial reporting. |

Management Response:|

Formal account reconciliations for payroll related accounts will be performed on a monEly basis to reduce the risk of inaccirate |
lﬁnancial reporting by the Director of Budget ‘

_12_/_1/2012 W Status: @f Implem-e_r_l_ted ) \

I\_(a]ii!aﬁon'Procedures: |Validation Results:

Target Date:

Inquiras_ to the status of formal account
rreconciliations for payroll related accounts on a
‘monthly basis.

iRe’maiiiihg,,Actionf.N_eed'ed By Management:

A reconciliation was paormed aggﬁrt of the ycar-cnd audit; however, }
monthly reconciliations are not currently performed. |

[ — — = e —— I—— — = = e
Formal account reconciliations for all payroll related accounts should be performed on a monthly basis to reduce the risk of
|inaccurate financial reporting.
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[3;0 JEndi_t: !Pi}ifoll Pr@ss )
l@k Reconciliations — Nccdrsiidajor Im;;rovcmeﬁf B

Detailed Finding: |

Business Office _‘

| [Report Date:| 8/15/2012 | [Owner:

‘Onc of six bank reconciliations tested was not approved by the Director of Budget and Fiscal Services. A new Payroll J
'bookkeeper was unaware that the reconciliations required approval by the Director of Budget and Fiscal Services. Asaresult |
%payroll bank reconciliations were not approved since responsibility transferred effective December 2011. Aged outstanding '
checks, dating back to 2006, were not cleared and reported as unclaimed property. Checks greater than 180 days outstanding
averaged $26,014 for the six months tested. There was not a documented process in place for unclaimed property reporting, a
‘state regulatory requirement.

|Rec0mmendaﬁons:

Each monthly payroll bank account reconciliation should be approved. Checklists and procedures should be developed and I
documented to ensure steps are consistently performed, especially when responsibilities are transferred. Aged outstanding
checks should be researched and assessed whether amounts should be reported and remitted as unclaimed property. Unclaimed
\property reporting process should be defined in the Payroll documented procedures. |

lmnga_gement Response:

iDi_rcrct.or- 6aldgct and Fiscal Services wiiapprové all bank account reconciliations. Agca and outstanding checks will be sert
[to the state for unclaimed property.

Target Date: [12/31/2012 | [Status:| [Partially Implemented |

lVaIidation Procedures: I ‘Validation Results:

[Inquire as to the status of review and approval of | [Per inquiry, the payroll bank account reconciliations are reviewed and [
payroll bank account reconciliations by the | lapproved. Reviewed March 2014 account reconciliation and verified it had |
Director for Budget & Fiscal Services. Review | ibeen approved by the Director of Budget & Fiscal Services. The review and
lexample of a recent account reconciliation. | resolution of outstanding checks, including further action in accordance
Inquire as to the review and resolution of with unclaimed property requirements was in progress but had not been
outstanding checks including further action in | implemented. Refer to Record Number 10 for similar finding from the ‘
accordance with unclaimed property \‘ Expenditure audit. ]
requirements. i B B o o 1

lRe.main‘mg Action Needed By Management:l

Each outsianding check should be researched and assessed whether amounts should be rci)nrted and remitted as unclaimed
property. Unclaimed property reporting process should be defined in Payroll documented procedures.
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Date: 3"15%%D Own @ncss Office |

Payroll issues, such as errors in calculated pay, deductions and hours worked, are not documented on a log and reviewed by the I
Payroll Supervisor to ensure the timely resolution of issues. ~ Per the Payroll Supervisor, payroll issues are generally stbmitted
to the Payroll Supervisor and are investigated and resolved within a short period of time.

Payroll issues should be documented ona log and reviewed by the Pawgllgupéasor to ensure payroll issues are resolved
timely. -

IPayroil issues will be documented on a log and reviewed by the Payroll Supv. to ensure issues are resolved timely. ]

3 ] |Implem7ented

As of January 2014, payroll issues are documented on a log and reviewed by
the Payroll Supervisor. An example was provided to the auditor.

Inquire as to the status of creating a lbg to
document payroll issues.

E

Not Applicable
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-Exz \ Pa?ou Pmce{s | Report Date: I3/15/2012 (Owner:

Business Office

Formal payroll procedures (a valuable resource, particularly in an area with high personnel turnover) were not documented. For
example, formal procedures do not exist for investigating returned W-2s. One returned W-2 form, post marked return to sender
on 3/2/12, was observed on 5/2/12. The returned form had not been researched to ensure the employee and address was valid.
A formal vacation policy does not exist. Vacation eligibility requirements, the number of days earned, carryover and payout
allowances, etc. are not documented to provide for the consistent administration of vacation benefits. District policy DEA
(legal) Compensation and Benefits Salaries and Wages had not been updated since 09/7/2010 and the section on Salaries
|beginning on page 1 addressed 09-10 and 10-11 school years. The provisions expired on 9/1/11 and provisions for the 11-12
\school year had not been added.

IR_e(':om;ngndaﬁons:

[Payroll policies and procedures, including formal procedures for investigating returned W-2s, and a formal vacation policy
should be documented and updated when necessary.

lﬁaﬁag'emént Response:

Returned W-2s will be t1mely investigated within 5 business days. A formal vacation pollcy will be documented and updatcd by I
HR. The District Pohcy updatcs are handled and maintained by the Superintendent’s Office.

'I'argel: Date: Status ‘

Validation Procedures: Validation Results:

Inqulre as to tﬁéiprocedures related to Régarding returned W-2's, the P;yroll Sugrvisorié'ompares the address on
investigation W-2's and documentation of a the W-2 to the address on the W-4 to determine whether the address is
formal vacation policy. - — | [correct. A formal vacation policy has not been documented. M)

IRemammg Action Needed By Management:

[A formal vacation policy should be documented and updated when necessary. The prdcedures- related to the invcst_igatfon of
returned W-2's should be documented.
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Business Office

33 ||Audit:| [Bond | [Report Date:|(6/7/2013  ||Owner:
2 | - -
@hase_a'dm_’_@nhoriﬁition_Unsatisfactory ! 7 B ) = 7 [ '

Detailed Finding:

The purchase order was created and approved after the receipt of the invoice for 11 of 25 sampled disbursements tested. This }
represented $3.7M out of a total $4.2M disbursements tested for purchase order authorization. Two additional instances of
\purchase orders created after the receipt of the invoice totaling $9,063 for Austech Engineering were noted in the separate aidit |
\procedure related to actual costs reported in the overall budget (see Objective 7, Observation #1 below). The creation of a |
\purchase order prior to the order of goods and services ensures the expenditure is authorized and sufficient budgeted funds ae ‘
available in the account (e.g., to avoid bond proceeds being potentially over-committed) before the expenditure commitment.

The Purchasing and Warchouse Guidelines requires the Purchasing Department to approve purchases via a requisition and '
\assign a purchase order number before purchases are to be made. Further, PO issuance is the method used by the District to ‘
encumber funds once contracts are executed with vendors.

{ﬁecommendaticin-ﬂ

il’urchase ordqrs-shﬂig be é:ated and authorized before placing_orders_ﬁth é_y_endor._ | |

lManagement Response:

FASRG sections 1.1.3 Accounting Principals and Policies states that a district “shall employ a method ofencumbrance
|accounting. Encumbrances shall be documented by contracts, purchase orders, or other evidence showing binding commitments
\for goods or services.” Section 1.1.6 Encumbrance Accounting states that “[a] school district often issues purchase orders a
signs contracts for the purchase of goods and services to be received in the future.” Furthermore section 1.8.1.2 Administrdive
Requirements states that “LEAs will maintain a contract administration system which ensures that contractors perform in
accordance with the terms, conditions and specifications of their contracts or purchase orders.” It is the practice of South San
1.S.D. to get all bond programs approved by the Board of Trustees prior to initiating any projects. As part of the process,all
contracted services that will be utilized during the scope of a project are also reviewed by the Board of Trustees for approwal. If
a vendor is not approved by the Board of Trustees, no goods or services are procured by the District from that vendor. For dl
bond projects, contractors are required to submit their scope of work as related to each project in which the services to be
performed are outlined (contract). Once services have been performed, the bond project manager submits invoices to the
business office for interim payments. Because the contract and scope of work has already been approved by the Board of
‘Trustees and the contract serves as a legally binding document as stipulated in various sections of the FASRG as stated abovg
laccording to TEA guidelines, the Business Office and the Purchasing Department are not required to also request a purchase
lorder for payment processing. However the Business Office and the Purchasing Department still require this document in
accordance with the District’s Purchasing and Warehouse Guidelines to provide reasonable assurance that risks are minimized
‘when dealing with taxpayer funds. The District’s Purchasing and Warehouse Guidelines are used to provide general guidance as
ito the treatment of transactions, but the information contained in the document is not all inclusive. There are instances, sich as
the situation with the contracted services, that the District’s Business Administration may treat differently, but always in
accordance with TEA guidelines. The District will work with the Project Manager, the third-party bookkeeper, and the SSAISD
\Bookkeeper to create Purchase Orders for the remaining district projects and contracts.

Target Date: |5/31/2013 | [Statusi| [mplemented

|
!
.
|

iValidaﬂ_on.Pmcedures: l Validation Results:

|7[7n'quigtd if Exchasgrdcrs (or app;‘oved i It was noted that Garza (Afchiteé:?) and Joeris (EC) were the 511y two |
|contracts) are being created and approved prior to | vendors remaining that have approved contracts within the bond projects
iplacing orders with vendors. 7 | that do not require purchase orders as they have an approved contract.

These type of vendors have an open PO for their contract amount. Per
\discussion with the Business Office, it was noted Purchasing was reminded
of the need to ensure there are authorized PO's or contracts before making
any purchases and represented that this action plan was implemented.

Remaining Action Needed By Managemex'na

Not Applicable
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|34 7|ﬁ:!0nd Report Date: ;6/7/206 l gwner:;]?usinﬁ?)fﬁc? _

liayAppiication r(iheckliﬁ_—rNeeds merove@nt _ B B 7 _ B _ ' g I

Detailed Finding:

[Parsons, the Program Manager (PM) performs a review of the General Contractor’s pay applications prior to submission to the
District for payment. Parsons developed a formal review checklist to ensure all review points are performed and to document
!the quality of the review. However, the District did not require the pay application checklist and the formal checklist wasnot
|consistently used by Parsons. It was also noted that the predecessor PM did not use a pay application checklist.

iA sample of review checklist points were re-performed without exception.

[Re_commendaﬁons:

The District should consider requiring the use of the checklist to ensure all review points arieiperforr?ed and to document the _‘
quality of the pay application review by the District or PM. The General Contractor’s pay applications account for a majority of
‘the 2010 bond program expenditures.

P\Ianaggmentrkesfponsezl

'The District will @jirc that a formal checklist created by Parsons and approved b}} the district be included with allEﬁy
lapplications before payment is disbursed.

Target Date: |5/31/2013 | [Status:| [Not Implemented |

W_aliﬁc;n_:h—ocednrg‘ {\};l_i-d_atioTResulE“
[Kquire if the District requireisthat the formal | The District does not }cquireﬁlat the formal checklist gen;ratcm Parsons

District be included with all pay applications
|before payment is disbursed. |

fﬁem‘aining Action Needed By Management:

checklist created by Parsons and approved by the ‘ and approved by the District be include with all pay applications. |

|Partially implemenﬁ for 2010 Bond_ﬁrograr_r: For future bond;fograms;_, recommend cor]sfstcnt]y rcquiring the use of a
lcheciflist to ensure all review points are performed and to document the quality of the pay application review by the District.
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D:|35 |Audit|Bond | |ReportDate:|[6/7/2013  |[Owmer:|Business Office |
Bqnd@gram_AgcouﬁtY{econcil_iations and chfégation of Duties — Unsatisfactory
Detailed Finding:

I

With exception of the cash checking accounts, formal bond program (fund 699) balance sheet account reconciliations are not |
routinely performed. The investment account general ledger (GL) balances are periodically compared to the investment ‘
|statements by the Executive Director of Business Services, however evidence is not maintained. A monthly financial close
|checklist is not in place to ensure GL account reconciliations are prepared, reviewed and approved.

[Duties are not segregated since the Executive Director of Business Services has responsibility for the transfer of funds fromthe
Investment accounts, preparation of the journal entries and reconciliation of the GL balance.

[Recommendations:|
'All bond programT‘und 699 GL accounts should be reconciled on a monthly basis. The reconciliations should be evidenced as |

reviewed and approved by someone other than preparer. Month-end financial close checklist should be developed and

{implemented with appropriate sign-offs evidencing completion of all GL account reconciliations, including bond program fund
|699 accounts.
\

IMana'gement Responié :1

‘?hc Business Office will bégin to document the com_parison of investment statement balances to the ge_ncral ﬁger and consider
the implementation of a month-end financial close checklist to evidence the completion of GL account reconciliations, including
\bond program fund accounts.

[In order to address the segregation of duties, the General Accountant will prepare the reconciliations. The Executive Directa of
|Business Services will review the reconciliations performed. In order to provide an additional layer of review, the

TargétDa_te:]lﬁlii/2013 ' [Status: Not Implemented

[Vhli‘dhtion Procedures: ﬁf:lidation Results:
Equire if a checklist has been implemented to Management re;;escntc_d:this a?_ion pl@s still E progreég [ ]

!ensure that all balance sheet accounts are
routinely reconciled and then reviewed and
\approved by the Executive Director of Business ‘
\Services, and that evidence of the reconciliation,
[review, and approval are maintained.

P!emﬂﬂng Action Needed By Management:

'All bond prdgram_ﬁlnd 699 GL accounts should be reconciled on a n_mnthly basis. The reconciliations should be evidenced as
rreviewed and approved by someone other than preparer.

S .

pg. 37 Attachment A



il s A
@_. dlng:l

Detailed Finding: |

= | (e 72013 |[GFFERY [pusiness OfFfce |

iai Accounts Ali@cnt to GL — Needs I\Eajor InT;Jl’DVCIﬁEI_!t - - - |

Seven bank accounts are recorded to a single GL account. Transactions are m;nuall);gvic“;é& in order to allocate the GL
balance between each of the seven bank accounts that compose the GL balance. The allocation of the GL balance between the
seven bank accounts was not documented to clearly evidence that the sum agreed to the actual GL balance.

rl?chommehdaﬁons:f

[@i_lp _sepairatiei GL accounts @achﬁb@rk accEﬁnt to inproyeElarity ilrd effidivenesg of mc;r_1t_hly f@nciliz]by_ls.__ M

Management Response:

The Business Office \iriilliprov:idierevidégcc that the seven bank account cash balances sum agrees to the actual GL balances by
implementing the use of an Excel spreadsheet to sum total -the seven bank account reconciliation balances and attaching it to
the bank reconciliations.

_@1/2(& l Status: ﬁmplemen[ed B ‘

i\(ﬁliﬂaﬁbnjﬁocedures: J |Validation Results:

Inqﬁire if the seven bank accounts are bein g - ‘ Mgager&t repreiséntedi that the seven bank accounts are being ‘summed
|summed to clearly evidence that the sum agreed to |and compared to the GL balance. One example of the monthly

the actual GL balance. | reconciliation summation was provided to auditor.

iRcmaimngAchon Needed By Management:

Not Applcsble
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Fl)etail"e'd Finding:

6/7/2@3 j[om_mr:_ugusinc;iomcg:_ i |

Account @ngﬁ@riﬁcaﬁon — Needs Major Irg:_{provcgnent N - - I

Thirteen of the 25 selected disbursements had no account code verification form present within the supporting evidence
|contained in the vendor disbursements packets. The account code verification form is used to designate the funding source
between Build America Bonds (BAB), Qualified School Construction Bonds (QSCB) and Capital Appreciation Bonds (CAB)
bond bank accounts. The control to review and verify accuracy of account coding for bond program disbursement transactions is
‘not operating effectively to mitigate the risk of inaccuracies.

|

P‘eebmhIendaﬁons:

'Account code verification forms should be Empleted with evidence of review/approval and included in the vendor disbursement
|packet before disbursements are processed.

tmegementiResponseﬂ

The District will req;ire that the account code verification form be submitted b)?thc third party bookkéepcr before egcfinggy ‘
ppurchase order.

|
|

lTagggt-Date:”SBlEH ] Status: ‘Implemented

Wa_l_ida_ti_on Procedures: Balidaﬁon Results: |

{Inquire if the District requires that the account \ The account code verification form was ré&iretﬁ) be submitted pﬁor to }
icode verification form be submitted by the third | |entering any purchase orders, however there were a few instances where the
party bookkeeper before entering any purchase form was not available. Confirmed that a reminder was made to the

order. purchase department to ensure that the account code verification form is |

| |consistently maintained. = _ : |

ll_iema_iriing,Aétion Needed By M_ggaggment;i

@t Agglicﬁ@ '
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fl).etaileilfFinding: [

Bond ‘ Report D’EBEI @7/2013 , Owner: Bu_s_i_ncss Office

I_Bon_d _Px_'o__gEm Spg;_ld Down - Needs Major Imprévemenj )

Monitoring bond proceed expenditures for tax compliance “spend down” is required by the Board approved Tax Compliance
Policies for Governmental Bonds document. However, there was no documented evidence that timeliness and amount of spend
down activity was being monitored by the District. The tax compliance document expectation is to spend or commit 5% of bond
proceeds within six months, to spend 85% of bond proceeds within three years, and to proceed with due diligence to complete
the project and fully spend the bond proceeds. Further, bond proceeds were expected to be expended by April 30, 2013, as
defined in the Certificate as to Tax Exemption document executed by the Board and Superintendent on August 2, 2010.

[Recommendaﬁons:

‘The District should implement a documented process of monitoring bond proceed expenditures against the tax compliance
|document as required by the Board approved Tax Compliance Policies for Governmental Bonds. The process should include

;bond expenditure tax compliance status review and approval by the Superintendent or designee and inclusion in the bond ‘
‘tprogram financial reporting package to the Board. ‘

FM'ana_gfem_ent Response:

'The Business Office with the assistance of the Bond Counsel will prepare a documented process to monitor the bond proceed
expenditures against the tax compliance documents and include in the bond program financial reporting package to the Board.
The contracted Arbitrage Rebate calculation firm of First Southwest will also provide annual assistance in monitoring the bond
|proceed spend downs for tax compliance reasons. |

arget Date: 8/31/2013 Not Implemented ]

rValid,nﬁon Procedures:

|Validation Results:

Inquire if the Business Office with the assistance | Managcment represented this action plan has not be implemented.
of the Bond Counsel prepared a documented ' N .
|process to monitor the bond proceed expenditures
lagainst the tax compliance documents and include|
iin the bond program financial reporting package ‘
o the Board.

ﬁlemaining Action Needed By Management: ‘

The District should imEIemct;t a documented process of monitoring bond proceedigcpencgtures against the tax aﬁpl-i_azcc
\document as required by the Board approved Tax Compliance Policies for Governmental Bonds. | i
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@ l Audit: ﬁ@ ) ' ‘ Report Date__:
_"Capital Assets and Depreciation — Needs Major I@yemcnt
Detailed Finding:

6/7/2013 Ho_wner: [Business Office

rules for financial reporting for school districts. FASRG Module 1 Appendices provided journal entry illustrations for the
lissuance of bonds and the use of proceeds for building renovations. The financial records of the District were compared to he
[illustrative journal entries.

The entry for the partial building renovation in the general capital asset accounts was not recorded to the General Capital Assets |
Fund 901 for fiscal year ended August 31, 2011 ($4.3 million) . Bond program expenditures were recorded to Capital Projects
Fund 699 consistent with FASRG. However, subsequent required entry to General Capital Asset Fund 501 was not recorded to
“Construction Work in Progress” and “Investment” specific asset accounts for unfinished projects to indicate the source of l
fmonies from which the assets were acquired as required by FASRG section 1.2.4.1. |
L]

It was noted that the capital asset and related depreciation entry to Capital Asset Fund 901 was recorded effective for fiscd year
ended August 31, 2012 on December 12, 2012 just prior to completion of the external financial statement audit (for 2012 fiscd
year end).

L

|Recommendations:

Capital Asset entries should be recorded timely, completely, and accurately in accordance with referenced FASRG . The
District should consider a year end close checklist item to ensure required capital asset entries are timely and consistently 1
recorded in the future.

lManagement Response:l

|

%Subscqucnt required entries to the General Capital Asset Fund 901 were recorded to “Construction Work in Progress” and the
ivarious “Investment” specific asset accounts for unfinished projects. Please refer to the following entry:

FIN2, GJ-0802525 posted to period 13 effective date of 8/31/12 Stamp ID 08-0013561105222

The source of funds is not posted into this subsidiary ledger as this ledger is used only to maintain appropriate ending balaces
for fixed asset balance sheet accounts. The details for the source of funds spent on specific assets can be found in the “Fixed
Assets” module of the Region 20 accounting system as required by FASRG section 1.2.4.1. Although recorded in lump sums
with the above referenced journal entry, the completion of the Academy of Health Sciences was appropriately recorded as a dehit
to Buildings & Improvements and a credit to the Construction Work in Progress account in the amount of $3.4 million in the
General Capital Asset Fund 901, along with the appropriate corresponding depreciation. For more fixed asset activity and the
presentation of these items on the financial statements, please refer to page 27, item D, Capital Assets of the South San Artonio
Independent School District Annual Financial Report for the Year Ended 8/31/12.

In addition, because the District has had change in personnel in key positions at the Business Office, we are currently in the
\process of acquiring the services of an outside vendor so that an independent inventory can be taken of fixed assets. The
Business Office will use the information in order to update fixed asset records as appropriate and necessary. |

Target Date: 6/:3_0@5 | [Status:| [implemented |

ﬁ’alid'aﬁon Procedures:

\vmdaﬁon Results:

‘tha'mec_i and verify JE's were made. Obtained evidence that entry was made on 12/21/2012 for 2011 and 2012.
Though it was noted that the entry was not made timely for cither year.

|Remaining Action Needed By Managemeni;

Not Applicable
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il ‘Owne‘f @iﬁhess Office ‘

ID: |40 |[Auditi[Bond B

@gggt Reporting __C__(;_r__r_l_;__)lc_ateness and Accuracy — Needs Major Imp[_c)j'gment

f]_)etailed. Finding:

The PM pre;ar_c-s: the 2010 BondiProgram Budget Overview (“overall budgeg’_’jf_of inclusion in the hlonthly Board repoft_ing
package. The overall budget is monitored to ensure actual, committed and projected future costs do not exceed the total
available funds.

|

The PM is dependent upon the District for the completeness and accuracy of commitments to date, including contracted amounts
and actual costs to date. Though detailed expenditure information is communicated to the PM as disbursements are made, a
comparison to the District’s financial system data is not routinely performed to ensure a complete and accurate record of
contractual obligations and actual expenditures has been included in the overall budget.

The internal audit included a comparison of the District’s check register to the overall budget’s actual costs reported in he
October 19, 2012 Board package and exceptions were noted. Actual costs reported in the overall budget were overstated by
$22,581.

It was also noted that one Central Plant invoice was incorrectly applied to the High School PO.

[Recommendaﬁons:

!The overall budget was updated for the errors identified during the internal audit. The District’s Business Office should paform |
an accuracy review and reconciliation of the Project Manager’s monthly budget overview report to the District’s financial |
records before such report is finalized. This will help ensure that a complete and accurate record of contractual obligatiors and |
actual expenditures has been included in the overall budget.

P\lmagMent Response:

The Business Office will review the monthly report from Parsons and monitor their reconciliation report pr_escnted to the School
Board.

‘The bond reporting prepared by the Project Manager is based on a budget basis and presents information relative to the overal
|bond budget. The Project Manager’s scope of services did not include a financial accounting representation which would requie
‘[them to tie in reported expenditures to the district general ledger.

‘The Director of Budget & Fiscal Services monthly bond report provides monthly and aggregate bond program activity and I
|balances. The source document for this report is the general ledger. '

[7/3 112013 | Status:

[Validatinn-“l’mcedures:

‘arget Date:

Implemented

Validation Results:

iInquire if the District’s Business Office performed| Obtained evidence from the Director of Budget & Fiscal Services which }
|an accuracy review and reconciliation of the showed the Business Office review and recon of the PM's monthly budget |
[Project Manager’s monthly budget overview overview report. |
freport to the District’s financial records before

|suc}1 report is finalized.

1Re"‘ aining Action Needed By Management:

I[Not Applicable
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I: |41 |[Audit: Bond | | [ReportDate:|[6/72013 | [Owner: |

The master budget does not include interest received from te:_np_ogry investment accounts. Interest earned on invested bond
proceeds is considered part of the total bond proceeds available for authorized expenditures.

Business Office I

Budget Monitoring and Reporting for Précégds?jieeds Major Improvement

Interest earned was $165,973 through December 7, 2012 based on monthly bond activity reports prepared by Executive Director
of Business Services.

FRecommend’atlons:

Earnings ﬁn"al_J[_)licablc invested bond pa:eéd; that m‘ieieiliigible for authorized bond program expenditures should be
communicated to the Project Manager on a monthly basis for inclusion in the master budget’s “Total Funding Available for All
Projects” amount.

Wanajgempnt Response:

The Director _cEéudgct & Fiscal Services fnonthly bond rcpc;rt provides information on the monthly interest earned and
aggregate interest earned per respective bond program.

The Business Office will provide a copy of the monthly bond report to the Project Manager for inclusion in the master budget’s
“Total Funding Available for All Projects™ amount. The Business Office will review the report with the Superintendent on a

|

51312013 | [Statusi| Implemented

b’aﬂ_ﬂaﬁqn Procedures: ] Wa]idaﬂon Results:

‘Inquirc if the Business Office is providing interest Total interest earned is being included in the master budget (evidence |
received to date to the PM for inclusion into he | provided to auditor). However, per management action plan, it was noted ‘
|
|

master budget's "Total Funding Available for All | that this has not presented consistently on a monthly basis to the

iProjects" amount and that the Business Office | |Superintendent due to the turnovers.
freviews the report with the Superintendent on a

|monthly basis.

i_l'!emainingﬁction Needed By Management:

Not Applicable
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B |Wns ]
F‘inding:_ @’Ed, program proceduies - Needs Ijhpro-vcm_e_nt _ | 1
Detailed Finding: |

6/7/2013 | Owner:

Business Office I

Formal bond program policies and procedures were not documented. A bond program procedures manual would provide

requirements and guidance for the management of District bond programs. Given the amount of time between bond programs,
there is potential for lack of bond program management experience by key personnel. Lessons learned should be documented for
\use in future bond program processes. ‘

|
|

fRec‘omm’end’ations:]

[ﬁn;él_ bond program policies and procedures should be d;):éurpgntgq and ypq:{icq whenjggiessiz}r;

FM’anagement Response:

|The Business Office will coordinate with the épﬁrépriate bond program professionals and begiﬁ"the process of prcparing formal
\bond program policies and procedures. | |

12312013 | [

Wﬂida'ﬂm Procedures:

Not i[-rib_lemchted

(Va]idation Results:

i'Ianlii'e if bond program policies and i:rocedures . E"No policies and procedures have been gréétea.
|have been created.

ning Action Needed By Management:

[fogngjbpnd program policies and procedures should be documented and updated when necessary. B
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Business Office

[ID:][43 |/Audit:| Student Activity Fund | [Report Date:|[11/14/2013 | [Owner: | |

lDetailed Finding: ]

hnquire if activity Fund receipts testing results are summarized in the table below: ‘

‘e Activity Fund individual and/or cumulative receipts in excess of $150 were not deposited on a daily basis as required (Manual |

Chapter 5 and FASRG section 5.5. 3). For testing purposes, the activity/event transaction date was compared to the bank postng |

date. A difference of one business day was considered acceptable to allow for bank posting delays. Receipts were depositedup

to 96 days late and 63% of late deposits were deposited more than one week late.

'» Adequate supporting documentation, as required by the Manual (Chapter 5) and FASRG section 5.5.4.1, was not located and ’
|
|

itransactlons could not be tested as a result.
| The amount of funds received did not agree with deposited amount. See the supplemental table below.

e Most exceptions were noted due to a lack of support and the receipt amount could not be compared with the
i deposited amount,
s Some exceptions were noted for expenses paid directly out of the cash proceeds rather than by check as required
by the Manual (Chapter 4). Further, only the net deposited amount was recorded in Quicken rather than separate
entries for the gross amount of the receipt and the expenses. Paying for expenses out of cash receipts increases the |
risk for lack of proper disbursement authorization and inaccurate record keeping. For example, some athletic event |
custodial services were paid from cash proceeds rather than through Payroll (Manual Chapter 1 and FASRG |

: section 5.5.4.9). ‘
‘ e Some exceptions were noted for shortages in the deposited amount.

'» The campus or student group account (Quicken sub-account), used to account for money belonging to individual student .
groups, was not accurately recorded in the system. For example, book fair revenue should have been recorded to the Library sib-
account rather than to the Campus sub-account. Further, Quicken activity reports were not routinely distributed to faculty \
'sponsors for review to ensure transactions are entered to the correct Quicken sub-account.

L : " |

|Recommendations:

The Activity Funds receipt process should be modified as follows:
s Receipts should be deposited daily as required by the Manual (Chapter 5) and FASRG section 5.5.3. ‘
'e A form that includes details about the payer and a description of the receipt should be completed for cash receipts (FASRG
sectlon 5.5.4.1). All Activity Fund records should be maintained in a neat and orderly manner and retained in compliance wih
the Manual (Chapter 7).

|e All expenses should be supported by an authorized check request form and paid via a check rather than out of cash funds. i
|
\

|Disbursements for custodial and other employee services should be processed through Payroll as required by the Manual
\(Chapter 9) and FASRG section 5.5.4.9.

o Monthly Quicken transaction reports for each sub-account should be distributed to the appropriate faculty sponsor for review
|and approval to ensure the accuracy of recorded transactions and account balance. The approved reports should be returned to
the bookkeeper. The principal should be responsible for approving any sub-account that does not have an assigned faculty ‘
sponsor. See FASRG section 5.5.3 for responsibilities of the sponsor.

[Managemen‘t -Response:—l

Smdent activity funds consist of money, which is received and held by the school as trustee. As such, South San Antonio I.SD.,
‘Prmcxpals teachers, bookkeepers and other staff are placed in a position of trust by parents and students when funds are phced
lin their care. Adequate measures to control these funds will ensure that the funds are handled properly. It is the goal of he
Business Office to account for student activity funds in compliance with the TEA Financial Accountability System Resource
Guide and to ensure that these funds are being used for the intended purpose and in accordance with the District’s policies ad
!procedures. Within this scope, South San Antonio 1.S.D.’s Business Office has developed procedures to monitor activity funds
-and provide support and training to campuses in this area and has also acquired a more robust accounting software that will kelp
the campuses and the Business Office streamline account codes for better descriptions and documentation.

‘Many of the findings outlined in this report had been concerns for the Business Office since before the onset of this audit. These
‘concerns were discussed with the internal auditors assigned to do the work for this Activity Funds Audit. Because of these
concerns, the Business Office had already begun the process of updating the Activity Funds Manual with plans to also producea
|series of videos that will serve as training tools for Principals, secretaries and any other individual who undertakes the
responsibility of raising funds for or in behalf of our students. The accounting software offered by the Kev Group had alrealy

|
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been acquired and the work for the conversion is currently in process.

e The manual has been updated with a series of forms that will help the campus staff document fundraising activity from the
beginning, starting with the principal’s approval through the end when they calculate how much profit they earned. The
SAF manual is also posted on the District’s Q: drive, which is a shared drive for Principals, secretaries, and the business
office in order to securely share information. This drive was requested by the Business Office before fiscal year 2013-14 for
the primary purpose of sharing SAF information. In addition to submitting reconciliations as a monitoring tool for the
Business Office, effective 2013-14, bookkeepers are required to complete a “Summary of Fundraising Activities” (Appendix

A-05 of the SAF Manual) to provide an overview of the fundraising activities at the campus, even if there was no activity for
the month.

e Principals were trained on August 9th, 2013 on various Business Office procedures including Student Activity Funds. At
that training, Principals were provided with all Business Office procedures manuals and they were asked to review them and
provide any recommendations for changes by September 30th, 2013 if they felt changes were warranted. Training was also
provided to secretaries and new Principals on September 25th & 26th on various topics, including Student Activity Funds.
They were provided with the SAF manual and the power point presentation that included various examples and a condensed|
version of SAF procedures for a quick reference guide. They were also made aware that the manual is currently posted on '
the shared drive for reference at any time.

¢ The Business Office is also working with the Kev Group in order to streamline all of the account code structures for the
activity funds. This will be a great tool because the system will allow us to set up a series of accounts with uniformity. This |
is important because in the future, when and if there is a change of personnel at the campus levels where a secretary or
principal may go from one campus to another, the account codes will be the same, allowing for a much shorter learning l
curve in the area of activity funds. The Business Office has been working with the Kev Group in order to ensure a successful|
and accurate implementation. Due to previously understaffed level at the Business Office, we will be working to finalize thei
transition in the summer so that we can be ready for the 2014-2015 fiscal year. \

e In addition, work is underway to develop a series of short “how to” videos that should help as training or learning tools for[
activity funds processes. These will be great refresher tools for anyone who has already been trained but most importantly, |
it will serve to train anyone who might be new to fundraising that needs to be trained before being allowed to handle any '
SAF monies. i

The Business Office will continue to review other processes that may be available in order to help the campuses and the Distict
be successful in its goal to account for student activity funds in compliance with the TEA Financial Accountability System
Resource Guide and to ensure that these funds are being used and accounted for in accordance with the District’s policies and

procedures.

Target Date: 9/30/2014 ‘ Status:  |Partially Implemented }

[\Kfi&ﬁ&’iﬁ&&ﬁ?&: ‘ {Valiﬂation Results:

EAlthc_:ﬁ_gh _M-anagcment provided a general EHeadway is being made in the remediation efforts. An Activity Funds '
Iresponse within Appendix A on the Campus and =~ Manual has been finalized. Training covering the policies and procedures |
iSmdent Activity Funds Internal Audit Report for appropriately managing student and campus activity funds has been '
further validation procedures are required to provided to current Principals, new Principals, and secretaries. Obtained
ensure reasonable action has been taken to kevidence of these trainings including PowerPoint presentations and

mitigate risk associated with this finding. attendance sign-in sheets. Verified that the training included:

' Receipts are deposited daily.

\Obtain evidence that Principals and secretaries '» A form that includes details about the payer and a description of the

'have been trained (or re-trained) within respect to  receipt should be completed for cash receipts.

\proper management of activity funds to ensure: o All expenses should be supported by an authorized check request form

e Receipts are deposited daily. ‘
‘» A form that includes details about the payer and  Noted that monthly Quicken transaction reports for each sub-account are |

‘a description of the receipt should be completed | not being consistently distributed to the appropriate faculty sponsor for

for cash receipts. review and approval to ensure the accuracy of recorded transactions and
|e All expenses should be supported by an account balance. The approved reports should be returned to the
authorized check request form bookkeeper. The principal should be responsible for approving any sub-

|And that monthly Quicken transaction reports for |
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cach sub-account should be distributed to the '
appropriate faculty sponsor for review and ‘
approval to ensure the accuracy of recorded
transactions and account balance. The approved |
reports should be returned to the bookkeeper. The|
principal should be responsible for approving any
sub-account that does not have an assigned faculty
sponsor.

Plemmng Action Needed By Management:

Monthly Quicken transaction reports for each sub-account should be distributed to tilgappropriate faculty sponsor for review
and approval to ensure the accuracy of recorded transactions and account balance. Approval should be returned to the ‘
bookkeeper.
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{&i, ‘ :StucEﬁt Actiﬂ Fund . ‘ Ig@
JAM plan_ﬁﬁmdrg@g = Ur;s_a_tisfacmr§ N B , :

Detailed Finding: |

711/14/20137 \Owner: Business Office ‘

S

Annual Eudgets were noEEfcpared to list each organizafi_on to be e:hgagcd in_ﬁmdraiéihg activities; to pia;for estimated réccipté, |
costs, and net funds expected; and to specify the intended use of the funds for each Activity Fund account as advised by FASRG
section 5.5.6.

}Recom’mendat_ions:

[Principals should prepare an annual budget to document its planned fundraising activities and to specify the intended use ofthe
funds. The budget should be submitted to the Superintendent or designated Administrator for approval of activities anticipaed
during the school year (many will be recurring each year). Schools should report the outcome of each fundraising activity as
completed, including how the funds were used. Copies of the approved annual budget and fundraising activity reports should te
sent to the Business Office.

lManagem’ent Response:

Current procedures outlined in the District’s SAF manual (Chapter 6, page 24) require that all fundraising activity be approwed
at the campus level by the respective principal. The FASRG section 5.5.6 states that “It is often advisable for the variousschool
Principals to submit an annual plan for fundraising to the central office...,” but it is not required. Chapter 6 of the manual
includes specific details of how to document a fundraiser. There is a form that is included “Application/Report for Fundraisng
Activity” (Appendix A-06) that should be used to document all activity from the initial approval of a fundraiser to its
\completion. In addition, bookkeepers are required to complete a “Summary of Fundraising Activities (Appendix A-05) to
provide an overview of the annual fundraising activities at the campus. Starting September 2013, campuses are required to
submit this form to the Business Office for review even if there was no activity.

lTarget Date: @30/29}37 ] lSt;m:

Implémentcd B |

lValidation Procedures: Validation Results: J

Although Mmaéement prbvidcd a ;gencral The Summary of Fundr;ising Aavity is I;eing compEted even if there is
response within Appendix A on the Campus and | not activity. Likewise, it is submitted to the Business Office monthly for
\Student Activity Funds Internal Audit Report review. Evidence of one campus for one month was provided to the auditors. |

further validation procedures are required to
ensure reasonable action has been taken to \
mitigate risk associated with this finding.

Inquire if the Summary of Fundraising Activity
form has been created and is being submitted to
the Business Office for review and approval.

FReméinin'g Action Needed By Management:

iNot {\ppfi éalg{t:i
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ID:| 45 ||Audit:| Student Activity Fund ' [Report Date:|11/14/2013  |[Owner: | Business Office
hndmg, FundraiserBepgrE—-U—n_s;tisfactory ' __ __ _ F

Fundraiser ;epurts were not consistently brepared to authorize and document fundraising activities as required by the Manual
(Chapter 6). The lack of fundraising reports increases the risk of irregularities and misappropriation of funds. Exceptiors were
noted for the lack of fundraising reports.

Iilechendaﬁons:'

EFundraiser Reports should be completed to authorize and document fundraising activities as required by the Manual (Chapter 6)
iSchools should report the outcome of each fund-raising activity as completed, including how the funds were used. Preparation
of fundraiser reports should apply to all sources of revenue, not only to traditional campus-wide fundraising events (for example,
icookie dough fundraiser).

EUpdates to the Manual include the use of Quicken fundraiser codes to facilitate the tracking and reporting of fundraiser revaue |
land expenses. Implementation of this new procedure is recommended. |

Management Response:
Reference the Management Response at Record Number 43.

9/30/2014 ‘ lgtu?l [Implemented |

ﬁ’aluiatlon Procedures: W;iiﬁﬁﬁ Results:
Reference Record Number 44 Reference Record Number 44

Remaining Action Needed By Management:

Not Applicab_le_ 7
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-\46 |/Auditi] Student Activity Fund ' [Report Date:| 11/14/2013  ||Owner:

Unsupported Qulcken Adjustments — Needs Major Improvement 7 ] _ \
Detailed Finding:

Business Office ‘

Analysts of the Qulcken transaction reports was performed to identify si gmﬁcant amounts not included in the planned audit
procedures for deposits and check disbursements (for example, adjustments, error corrections, transfers between sub-accounts,
etc.). The net amount of the transactions for each campus was not considered significant, except for adjustments recorded at
Dwight Middle School for the period September 2008 — August 2011.

All September 2008 — August 2011 Dwight Middle School adjustments and error corrections (e.g., coded as ‘ADIJ’) greater than
$250 were selected for further audit procedures:

Supporting documentation was not located for 12 of the 23 ‘ADIJ’ transactions tested.
e Seven of the 12 undocumented transactions were considered reasonable based upon the transaction description, review of
bank statements and data analysis for duplicate data entry error corrections.
o A conclusion regarding the reasonableness and review/approval of the adjustment could not be determined for five of the

12 undocumented transactions. These five transactions totaled $2,487.78 and represented a bank versus book balance cash
1 shortage.

tR‘ecomm‘endaﬂons:

Suf’ﬁc;ent supporting documentation for adjustments recorded to Activity Fund accounts should be retained to evidence
‘authorizanon and to clearly explain the reason for the adjustment.

It is also recommended that further research and examination of Activity Fund adjustments be performed to assess the validityof
the adjustments.

[Managgme'nt Response: J

lReference the Management Response at Record Number 43.

Target Date: 9/30/2014 \

Waliﬂaﬁon Procedures: Validation Results:

Although Managerhent provicried'é general Obtained training PowerPoint presentation and sign-in sheet for Principal |
response within Appendix A on the Campus and = and secretary training. Noted that the presentation included evidence of
'Student Activity Funds Internal Audit Report training to ensure they consistently retain support for adjustment to Activity
further validation procedures are required to Fund accounts.

ensure reasonable action has been taken to
mitigate risk associated with this finding.

Obtain evidence that Principals and secretaries
have been trained (or re-trained) within respect to
consistently retaining proper support for
adjustments.

P!emaining ‘Action Needed By Management:

[Not Applicable
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ID: |47 |[Audit:| Student Activity Fund | [Report Date:| 1171472013 |

Finding: @Celpt numbers on deposit slips - Needs Improvement —— —— |

Business Office

[Dcposn. slips did not include receapt ‘numbers to allow for a proper er audit trail for the d:sposmon ofall pre—numbered receipts ‘
(FASRG 5.5.4.1). However, deposits slips and applicable supporting documentation were filed together to allow for a proper
laudit trail.

mecqmendaﬁom:’

|l_)eposit slips should include rf_:cei;;t nqn@g{g to allow for a p;q}ﬂ audit trail for the di§posifio?1 of all pr&numjered receij;j, |
}l\l_’n’nag"eﬂl'ejit— Response:

\Refcrence the Managcment Rcsponse at Record Number 43. |

9/30/2014 | [Status:| Implemented

Validation Procedures: Validation Results: |

Target Date:

IAlthc'ugh Management provided a general IObtamed trammg PowerPoint presentation and sign-in sheet for Prmclpal
’response within Appendix A on the Campus and | land secretary training. Noted that the presentation included evidence of
‘Student Activity Funds Internal Audit Report ' |training to ensure deposit slips should include receipt numbers to allow for |
further validation procedures are required to a proper audit trail for the disposition of all pre-numbered receipts. l
ensure reasonable action has been taken to ' |
mitigate risk associated with this finding. L

Obtain evidence that Principals and secretaries

have been trained (or re-trained) within respect to |

ensuring deposit slips should include receipt

numbers to allow for a proper audit trail for the

disposition of all pre-numbered receipts. ‘

lRemaining Action Needed By Management:

[Not Applicable
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|4_§J [Audit_:l{_s_tucgﬁtlciivityFund | [Report Date: E11/14/20'1'3 _]}Business Office ]

Elren{change funds — Needs Improvemegf_ ) _ . - I

Detailed Finding:

No evidence was observed for the establishment of changc funds by cashing a check for a predetermiﬁed amount and re
depositing the full amount at the end of the event, as required by the Manual (Chapter 6).

Fl(ecomm_e'ndaﬁons:

The Business Office should communicate the proper method for establishing event'ciahgc funds and stress the importance of
compliance with the Manual requirements.

Management Response:

[ﬁéf_qrcpge th_e_ManagemeEt Response at Record Number 43.

[Target Date:| 9/30/2014 | [Status:| [Not Implemented |

Validation Procedures: Validation Results:

Al_though I_\d_a;l_agement provided a general This was not communicated in the h’aining,_although it was noted thata |
response within Appendix A on the Campus and | comment in the training to the Principals and secretaries that compliance to ‘

further validation procedures are required to
ensure reasonable action has been taken to
mitigate risk associated with this finding.

Student Activity Funds Internal Audit Report the Manual was important. ‘

Inquiry if Business Office communicated the
proper method for establishing event change
funds and compliance with the Manual.

Remaining Action Needed By Management:

-{Trhe Business Office should communicate the proper method for establishing event change funds. |
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11/14/2013 _\ (Owner:

4o | e
Detailed Finding: |

Activity Fund disbursements testin g results are summarized in the table below:
e Check Requests were not authorized (signed) by the Principal and/or Faculty Sponsor as required by the Manual (Chapter 4).
e Inappropriate expenditures and/or expenses strictly prohibited by the Manual (Chapter 1) were incurred. For example,

expenditures for gift cards, and children clothing were observed. See Observation #5 for additional non-compliant expenditures
and employee reimbursements.

|e Disbursements were not accurately recorded to the correct Quicken sub-accounts. For example, expenses should have been
recorded to the Patrol sub-account rather than to the Campus sub-account.

e Supporting documentation as required by the Manual (Chapter 4) and FASRG section 5.5.4.2 was not located and transactions
could not be tested as a result.

Student Activity Fund } Report Date: Business Office

Recgmmudaﬁonsq

Disbursements should be made in compliance with the Manual.

e Prior authorization from the Principal (and the Faculty Sponsor in the case of Student Activity Accounts) should be
documented in writing on a Check Request Form prior to issuing a check.
e Disbursements should be made only for appropriate and authorized expenditures that are in compliance with the Manual
(Chapter 1).

o Review of Quicken sub-account coding should be performed by the Principal and Faculty Sponsors to ensure the accuracy of ‘
rrecorded transactions. See recommendation in Objective 1, Observation #1. ‘
‘s All Activity Fund records, as required by the Manual (Chapter 4) and FASRG section 5.5.4.2, should be maintained in a neat |
and orderly manner and retained in compliance with the Manual (Chapter 7).

|
=

lMa'iIagéiﬂeht:ReSponse:l

Reference the Management Response at Record Number 43.

[TargetDate: (9/30/2014 | [Status:| Implemented ' |

IValiﬂatiomProceduresﬂ Validation Results:

\Although Management provided a general iTraining covering the policies and procedures for appropriately managing |
response within Appendix A on the Campus and | student and campus activity funds has been provided to current Principals,
Student Activity Funds Internal Audit Report new Principals, and secretaries. Obtained evidence of these trainings

{further validation procedures are required to including PowerPoint presentations and attendance sign-in sheets. Verified |
lensure reasonable action has been taken to in the training the following was covered: |
'mitigate risk associated with this finding. e Prior authorization from the Principal (and the Faculty Sponsor in the

Obtain evidence that Principals and secretaries case of Student Activity Accounts) should be documented in writing on a
have been trained (or re-trained) within respect to | |[Check Request Form prior to issuing a check.
\proper management of activity funds to ensure: | le Disbursements should be made only for appropriate and authorized
\prior authorization from the Principal (and the | lexpenditures
[Faculty Sponsor in the case of Student Activity | e
Accounts) should be documented in writingona |
Check Request Form prior to issuing a check,
disbursements should be made only for ‘
appropriate and authorized expenditures, and
rreview of Quicken sub-account coding should be
performed by the Principal and Faculty Sponsors

to ensure the accuracy of recorded transactions

(reference Record 43).

ining Action Needed By Management'

Not Applicable
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50| Student Activity Fund — | [Report Date:| |11/14/2013  ||Owner: | Business Office \
(Club Tressurer Approval -~ Ussatistatory * 1
lgetailed Finding:

{None of the High School and Middle School Student - Aétivity disbursements were approved by the applicable student Club
Treasurer as required by the Manual (Chapter 4). These disbursements were recorded to Fund 865— Student Activity Account.

Student Activity Funds serve as an agency account for student club or class funds and the financial decisions rest solely wih the
students (FASRG section 5.5.1).

‘R.ﬁgcﬁmmendaﬂons:

All Student Acitivity'disbursements should be approvedgy_ the Club Treasurer as required. The Business Office should stress he
importance of compliance with the Manual during annual training of personnel.

Management Response:

Re_f_'crt;ri}a?hé Manag_t::mcm Response at Record Number ;13_._

:1/9/302014 | [Statusi| Implemented |
Validation Procedures: Validation Results: |
iAllhough Management provided a general Obtained the training PowerPoint presentation and sign-in sheet. Verified
response within Appendix A on the Campus and | that the presentation included details to communicate the requirements that
Student Activity Funds Internal Audit Report all Student Activity disbursements be approved by the Club Treasurer.

\
i . ‘
further validation procedures are required to }

ensure reasonable action has been taken to
mitigate risk associated with this finding.

Obtain evidence that Principals and secretaries
have been trained (or re-trained) within respect to |
Student Activity disbursements should be :
approved by the Club Treasurer.

[Remaining Action Needed By Management:

[Not Abplicable
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‘5_1 HAudit:]

| |PO requirement — Needs Improvement ]

Student Activity Fund ] Report Date: [71"11’ 14/2013 ‘ Owner:

Business Office

Detailed Finding:

The Manual (Chaptel: 43 rcql:lire_s“iééﬁance of a purchases order for all expgﬁai't{lfes in excess of $150. This pragticé was not
observed at the campuses.

l_liecqmmendhﬁons:i

The purchase order threshold amount of $150 should be evaluated by the Business Office 7asrpart of the updates to the Manual.
The importance of compliance with Manual requirements should be communicated to the campus Principals and bookkeepers.

igement Response:

[li{é_?_ére?:;the Mgnégement Respoxge-af Record Number 43.

Target Date:| 9/30/2014 | [Status:

iNot Implemented

Waﬂdﬁﬁngfﬂrﬂ“ﬂm‘@s:

Wﬁdaﬁon Results:

Although Management provided a general iNo communications have been made on this item.
response within Appendix A on the Campus and 7

Student Activity Funds Internal Audit Report ‘

further validation procedures are required to

ensure reasonable action has been taken to

mitigate risk associated with this finding.

Inquire if purchase order threshold amount of
$150.00 has been updated in the Manual and
communicated to the Principals and bookkeepers.

3 Action Needed By Management:

?hé_pufchase order threshold amount ($i 50) should be evaluated b;tﬁ;s;iﬁcss Office and communicated to the cami)us
Principals and bookkeepers.

pg. 55 Attachment A



!S_tudcnt?\ctivityz Fund I ‘ —

et][11/14/2013 | [Owners

: [Voided checks — Needs Improvement N - : 7 —|

The Business Office should communicate the proper method for voiding checks and stress the imp});t:;ﬁce of compliance with
the Manual requirements.

\Reference the Management Response at Record Number 43.

'9/30/2014 _]

Target Date: |Implemented

response within Appendix A on the Campus and
Student Activity Funds Internal Audit Report
further validation procedures are required to J
ensure reasonable action has been taken to *
mitigate risk associated with this finding.

training provided to Principals and Secretaries. Verified that the appropriate

Although Management provided a general - i |
| record procedures for voided checks was communicated.

Verify training has been provided to the
Principals and secretaries to ensure that checks
are properly voided.

Not Applicable
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! |Rell t 3 lBusiness Office ]

11/14/2013 | [Ow

] l@s and reimbursements — Needs Major Improvement _ ) ]

The Manual (Chapter 1) prohibits the purchase of any gift'ﬂ' Ehﬁjcr'sbn or drganization from Campus accounts (this includes 7
gift certificates, retirement gifts, flowers, etc.). Prohibited expenditures of $6,709 for gifts from campus accounts were icntified.

Employee reimbursements for school related purchases should be limited to less than $150 per reimbursement according to the
Manual (Chapter 4). Employee reimbursements in excess of $150 each were identified through data analytics and totaled
$50,017. Examples included employee reimbursements for concession supplies, Robotic parts, and supplemental athletic
uniforms.

The Business Office should communicate appropriate uses of Activity Funds and prohibited expenditures and stress the
importance of compliance with the Manual requirements.

Remaining Acti

Not Applicable 7_ - 7 - ) ]
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[ID:| 54 |[Audit Student Activity Fund | [Report Datez|[11/14/2013 | [Owner: |
l@ipn of &u@l Unsatisfactory - _ B

Detailed Finding: |

iBank reconciliation duties were not appropriéi;:ly segregated. Activity Fﬁﬁgiaookkccpergﬂ;e responsibilityito proc&&?und ‘
receipts and disbursements, record activity fund transactions and prepare bank reconciliations. FASRG section 5.5.4.5 states |
that all bank accounts should be reconciled by a person independent of safeguarding the activity fund assets. ‘

Business Office ‘

lRecom;nend_aﬁonsq

Assign_b_a:nk account reconciliation responsibﬁty to an individual who is indépendent of processing/récordiﬁé transactions and
safeguarding Activity Fund assets. Specifically, it is recommended that a Business Office employee prepare the monthly
reconciliations. The Principals should continue to review and approve bank reconciliations.

IM'anag'ement Response:

In the guidelines currently in place, the Principal is responsible for reviewing all transactions related to activity funds. Although
the secretary is responsible for preparing the reconciliation, the Principal has to review and sign off on the process each month.
In addition, the Business Office added a checklist to guide them on what needs to be looked at on a monthly basis. The Business
Office then does a second review of the reconciliation just in case something got missed in the process. In the future, the
Business Office is looking into the feasibility of hiring a bookkeeper at the campus or the possibility of centralizing the ativity
accounts.

arget Date: (/302014 | [Status:| Not Implemented '

I"aﬁdaﬁoniﬁoc_edures: |Validaﬁon Results:

EAlthm;gh Managcmént provided a general ] !A checklist is utilizc_d_by the PrincipaTs and Business Office to review
[response within Appendix A on the Campus and | through the reconciliations to ensure that they were performed

Student Activity Funds Internal Audit Report lappropriately. Noted this is a partial mitigating process. The feasibility of

further validation procedures are required to ‘
ensure reasonable action has been taken to i
mitigate risk associated with this finding. ‘

hiring an independent bookkeeper or performing the reconciliations at the
Business Office is still being considered.

Inquire if the reconciliations are being performed
by independent personnel in accordance with
FASRG section 5.5.4.5.

lRem_a‘ining.-Acﬁ_on Needed By Mmgement:f

‘Assigr; bank account reconciliation reSpons{blTlity to an individual who is independent of processing/recording transactions and
safeguarding Activity Fund assets.
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Student .TActlv1ty Fund

{55 } Audit: |

Finding:| Bank Reconciliations- Unsatisfactory - ‘

[Detailed Finding:}

}Activity Fund bank reconciliation testing results are summarized in the table below: }
| Bank reconciliations were not signed by the Principal to evidence review as required by the Manual (Chapter 3).

® Quicken Banking Summary reports were either not provided to ensure the accuracy of the book balance on the bank
reconciliation or the report balance did not agree with the book balance on the bank reconciliation.

e The bank balance on the bank reconciliation did not agree with the bank statement balance.

e Bank reconciliations were not prepared timely. Though the Manual (Chapter 3) requires bank reconciliations be prepared by
the 15th working day of the subsequent month, bank reconciliations prepared by the last day of the subsequent month were
considered acceptable by the Business Office and for audit testing purposes. Bank reconciliations prepared after the end ofthe
following month were considered exceptions.

® Reconciling items were not reasonable. Uncleared checks outstanding more than one year (see Manual Chapter 4) and
uncleared deposits outstanding more than one month were considered unreasonable.

IRecommendntions:

\Bank reconciliations should be prepared in a timely manner and should be reviewed and approved by the Principal each month, |
(See related recommendation in Objective 3 Observation #1). The book balance per the bank reconciliation should be verifiedto |
the Quicken Banking Summary report and the bank balance per the bank reconciliation should be verified to the bank statement.

‘Rcconmllng items should be reviewed to ensure checks outstanding for more than twelve months are researched and recut or |
iescheated to the State through unclaimed property reporting. Un-cleared deposits should be researched and resolved timely. |
[Particular attention should be given to uncleared deposits to timely identify potential irregularities. |

!Managemen't Response:l

iliefg:rgqc;c the Manag;arqent Response at Record Number 43. 7 | _ |

Target Date: | (9/30/2014 | [Stafus: 7

[V-alidation Procedures:

Although Management provided a general
response within Appendix A on the Campus and
Student Activity Funds Internal Audit Report
further validation procedures are required to
ensure reasonable action has been taken to
mitigate risk associated with this finding. Obtain
and review a sample of one bank reconciliation
and verify that it was completed timely,
reviewed/approved by the Principal (via evidence
of a sign-off), book balance per the bank
reconciliation should be verified to the Quicken
Banking Summary report and the bank balance
per the bank reconciliation should be verified to
the bank statement. Reconciling items should be
reviewed to ensure checks outstanding for more
than twelve months are researched and re-cut or

reporting. Un-cleared deposits should be
researched and resolved timely. Particular

|

VA EREaE

IObtaim:d and reviewed a sample of one bank reconciliation (September
2013 - South San High school) and verified that it was reviewed/approved
by the Principal (via evidence of a sign-off), book balance per the bank
Ireconciliation agreed to the Quicken Banking Summary report and the bank
bbalance per the bank reconciliation agreed to the bank statement. Also,
verified uncleared checks and deposits were noted and reviewed. However, |
it was noted that the reconciliation was completed on 11/11/2013 over 42 |
days following the end of the month. The review and resolution of
outstanding checks, including further action in accordance with unclaimed
iproperty requirements was in progress but had not been implemented.

Refer to Record Number 10 and 30 for similar findings from the ‘
[Expenditure and Payroll audits. '

escheated to the State through unclaimed property |

|attention should be given to uncleared deposits to |

llmcly identify potential irregularities.

lRemaming Action Needed By Management'

'RCCODCI]IE[EOI’]S for the Campus and Student Activity Funds need to be performed tlmer (i.e. within 30 days of month end).
l@1§|0nglly, outstanding checks should be researched and assessed whether amounts should be reported as unclaimed property. |
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D:|[56 | [Audits| |Student Activity Fund | [Report Date:

Pcriodic Audits — Unsatisfactory ] B
Detailed Finding:

11/14/2013 | [Owner:

Business Office

have not occurred in more than a year. The lack of monitoring Activity Funds increases the risk of unauthorized, inapproprize
and unsupported transactions. Refer to observations above for Objectives 1-3. Further, audit reports and workpapers were not
stored in department files to ensure proper retention of audit workpapers. |

‘Periodic audits of Activity Funds by the Business Office, as reauifea by the Manual (Chapter 1) and FASRG (section 5.5.3), |
|

ercommendaﬁons:

|Annual audits should be completed for each Activity Fund to ensure transactions are processed in compliance with the Manual |
and FASRG guidance.

A recurring rotational audit schedule should be established and results (e.g. a scorecard) should be documented and distribued
to the Superintendent and the Principals. For example, each quarter four campuses should be audited to ensure that all Activity
Fund accounts are audited within a 12 month period. Results of previous audits should be taken into consideration when
determining the level of audit procedures performed.

Audit reports and workpapers should be retained in central department files to ensure proper retention.

lManage’me’nt Response:

The Business Office is wﬁrking on putting together an audit schedule. We are currently making use of the shared drive in order :
to do some “spot checking” at random campuses and creating a template on which campuses are going to be audited during year.

['Eargetnate:i’wao/zom f Not Implemented

Validation Procedures: Validation Results:
'Although Méhagement provided a general :Presently, a formal audit schedule of the student and campu.;s activity funds :

response within Appendix A on the Campus and = has not been developed or implemented.

'Student Activity Funds Internal Audit Report i |
further validation procedures are required to -

iensure reasonable action has been taken to

|mitigate risk associated with this finding.

Inquire if an audit schedule has been developed
and implemented to review student and campus
'activity_fu_nds on a periodic basis.

lRBmaimng Action Needed By Management:

lﬂciclo_p and implement a formal audit schedule of the student and campus activity funds.
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57 | [Audit] Student Activity Fund | [Report Date: [11/14/2013 |
lMia(intenance of positive account balances - — Needs ! I\Zaj;)r_ Improvement
Detailed Finding:

Business Office ]

the Manual (Chapter 1) and FASRG section 5.5.4.2. In some cases, Banking Summary reports were not available for review to
ensure each Quicken sub-account maintained a positive balance.

F{ﬂmmmend'aﬁons:J

The Business Office should ensure that mbﬁthly Banking Summary reports are provided by all schools for all accounts, and

— —

Partially Implemented }

Wiﬁﬂﬁﬁdh‘ﬁoe?ﬂres: I{f_éii_d;ﬁbn Results:
mzxugh Managément pfovided a general : [ﬁrgcntly,j fjdcgg have been created, but more in are progress. 7 )

response within Appendix A on the Campus and
Student Activity Funds Internal Audit Report
further validation procedures are required to
ensure reasonable action has been taken to
mitigate risk associated with this finding.

Verify training videos have been created and
provided to the Principals and secretaries to
|ensure appropriate procedures are followed for
positive balances.

E!eli;ﬁni"!fgiﬁcﬁon Needed By Management:
Continue a@opiﬁg and posting training videos for campus P-rinci'pa-ls-and secretaries/bookkeepers to ensure éﬁ;;fbbriate
reconciliation and monthly financial close procedures are followed.
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-ﬁ | [Audits|[Student Activity Fund | @j 11142013 | [Owmer:
[Responmblhty and Conflict of Interest Forms — Unsatlsfactory ' - |

Busmess Ofﬁce 1 i

The Respdhsibilitiéé of Facuily Sponsors of Student Groups and Conflict of Interest Disclosure forms were not submitted to the
Business Office as required by the Manual (Chapter 1). Further, the Business Office did not followup to ensure the forms were |
completed by all personnel involved with the process.

The audit tested whether Responsibilities of Faculty Sponsors of Student Groups and Conflict of Interest Disclosure forms were
completed. The number of Activity Fund accounts tested and the number of exceptions (lack of required forms) are outlined in
the table below. Further, in instances when forms were prepared, missing forms were identified for key individuals (for
example, forms were not prepared by the principal).

$Recommendations:

EThc Business Office should follow-up with each campus principal to ensure required Responsibil_ities of Facult}; Spon-sors of
iSrudent Groups and Conflict of Interest Disclosure forms are completed by all required individuals each year.

L
E]\{ana‘gement Response:
|Reference the Maﬁagement Rcsponse at Record Number 43.
Target Date.

bln]iﬂa'ﬁon Procedures:

|Vaii&§ﬁ—or7 Results:

|A1though Management provided a general |Obtained PowerPoint presentation and sign-in sheets of the training
response within Appendix A on the Campus and | provided. Noted that training included the requirements for the annual
Student Activity Funds Internal Audit Report lcompletion of the Responsibilities of Faculty Sponsors of Student Groups
further validation procedures are required to and Conflict of Interest Disclosure forms. Reference Record Number 43 for
ensure reasonable action has been taken to additional details around this training.

mitigate risk associated with this finding. [

Verify training was provided to Principals to
ensure required Responsibilities of Faculty
Sponsors of Student Groups and Conflict of
Interest Disclosure forms are completed by all
required individuals each year.

fRemammg Action Needed By Management. ‘

Not Applicable |
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Business Office

59 |GG Suien AciviyFond | [RepaHODAE
@ﬁing of Personnel — NcgisiMajor I:mprovemcnt N

Detailed Finding:

11/14/2013 | [Owner:

Annual Acﬁv_ity Fuhmraining_ was not provide(f at the beginning of the 2012-2013 school yea;. The Business Office régp_onds
to inquiries and provides guidance when requested.

Training was requested by many of the individuals involved in the process that were interviewed during the audit. This included
both personnel new to their role and personnel that have been performing activity fund related responsibilities for a numberof
years. Common compliance issues identified in the audit (for example, lack of timely deposits, lack of approvals, lack of
fundraising reports, lack of sponsor forms, etc.) should be stressed during training sessions.

[Recommendations:]

Mandatdr} training should be_];rovided on an annual basis and in the interim when n&:essary for new Pﬁhcipals, faculty and |
\bookkeepers. Documentation of the training (e.g., attendance records) should also be retained.

Management Response|

{R-@efjae the Managniént Response at Record Number 43.

[Target Date:|9/30/2014 |

Walidaﬁon Procedures:

Implemented B |

Validation Resaits: |

[Although Management provided a general " |Obtained the PowerPoint presentation and sign-in sheet for the training }
response within Appendix A on the Campus and | required of Principals and secretaries.
Student Activity Funds Internal Audit Report '

further validation procedures are required to ‘

ensure reasonable action has been taken to

mitigate risk associated with this finding.

Inquire if training has been established on an
annual basis.

lRémaiﬁihg«Acﬁon Needed By Management:

,N@ppli@re
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l?? }ESmdent Activity Fund B m; I 11/14/2013 H()wner: [Business Office [
]A_nn_u_al_]numal EnUYﬁ%{nLumjiUnsia_ti_stTacﬂg | 7 - w

lDet.*_;l__J'_led Finding:

The Business Office did not ensure all Activityﬁmd_ bank reconciliations were complete during the Au-glist_2012 ﬁséa]_year_ end
process. As a result, the external auditor advised the Business Office to compare the beginning Quicken book balance with the
ending bank balance (rather than to the ending Quicken book balance) to calculate the current year activity. The Activity Funds |

balance in the District’s general ledger (the sum of bank balances) did not agree with the Quicken book balances. i

|Rec_o‘m'mendaﬂons:

The Business Office should ensure that the bank reconciliations are complete on a monthly'bz;si:sr and especially during the jczr
end process so that the annual journal entries recorded for Activity Funds in the District’s general ledger agree with the Quicken
books of the individual campuses.

P\‘*lanﬂgem‘e‘nt Response:]

Validation Procedures: Validation Results:

{Iﬁe@rence Record Number 55. | Reference Record Number 55.

|Remaining Action Needed By Mnnngement:;

Reference Record Number 55 for monthly and year-end bank reconciliations which provides control over the completeness of
Activity Fund annual journal entries.
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\61] {S?L}denfjécti\;{iy Fméd ‘ @port Dateﬂ
R [Annu —

|Detailed Finding:

11/14/2013 | Business Office

Anngalrioru?nal EEUy (Eding; Needs Major Iméroven?em

Sl;ACtI\«Ey Fund bank accounts were considered Student Activity funds and annual entries were recorded to Fund 865—
Student Activity Account even though the financial decisions did not rest solely with the students.

FASRG section 5.5.1 defines Student Activity accounts as those which serve as an agency account for student club or class funds
and the financial decisions rest solely with the students. Expenditures from these six bank accounts were not approved by the
|student Club Treasurer (see Objective 2, Observation #2); the financial decisions did not rest solely with the students; andother
individuals besides the students involved in the activity fund (sponsors, Principals, etc.) had access to the funds. |

\Recommendations:

!The Business Office should evaluate each of the bank accounts that were recorded to Fund 865 Student Activity Account and |
|ensure that they meet FASRG section 5.5.1 definition before recording the annual activity to Fund 865 Student Activity ‘
|Account. |

{Management Response:'

|As part of the conversion to the new Kev Group Software, the Business Office will be evaluating accounts based on campus
!information in order to determine whether an account should be recorded in 865 or 461. Part of the training that was provida
[included the proper identification of an account. There was specific emphasis put on the fact that student accounts must hawe
student officers that are partially responsible for the decision making of the group they represent. ‘
The Business Office has been working with the Kev Group in order to ensure a successful and accurate implementation. Due to ‘
previously understaffed level at the Business Office, we will be working to finalize the transition in the summer so that wecan

ibe ready for the 2014-2015 fiscal year. ‘

(Target Date: | 9/30/2014 | [Status:| Partially Implementcd |

iValidaﬁo”n Prucedures:—| IValidaﬁon Results:
{Aﬁmugh Ma@em& proﬁded a_general | |Obtain the PowerPoint presentation of the taining_that;as ja;ovidf:d. Noted
[response within Appendix A on the Campus and ‘ [that the presentation include details explaining what is required in ordered

{Student Activity Funds Internal Audit Report imake expenditures from the student activity fund (865). Also, for more
[further validation procedures are required to ‘ !deiails around the ongoing work with the Kev Group reference Record
ensure reasonable action has been taken to | INumber 43.
‘mitigatc risk associated with this finding. | |

Verify training was provided and included |
iemphasis that student accounts must have student
officers that are partially responsible for the
|decision making of the group they represent in
order to be considered student activity.

iRemaining Action Needed By Management:

}Fiqalizmlgoi_n_g_worlf_with Kev Group and implementation of new acfivity fund prgcesseﬁ and system.
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[ID:](62 | [Audits [Student Activity Fund ~ [Report Date:.
I@ Al@ Q@“ a?é!mts— Needs Imprgvcmg_h_? =
Detailed Finding:

11/14/2013 }Owner: [Buéqc;;ggﬂce i o ‘

1]

_ﬁ'he set of Quicken books at Palo Alto is unique compared to all of the other campuses. At all campuses except Palo Alto, a
single Quicken primary account is established for each bank account. Quicken sub-accounts (the “Category” field) are used to
account for the separate student/campus activity groups at all campuses, including Palo Alto. However, at Palo Alto, additimal
secondary accounts have been established for each student/campus activity group. Dual offsetting entries are recorded on the
primary account and on the applicable secondary student/activity group accounts.

The Palo Alto principal and secretary could not explain the purpose of the dual entry system. There is a risk that the balances in |
'each primary account sub-account do not agree with the applicable secondary accounts for student/activity groups and the
iincorrect balance could be relied upon when determining available funds.

Only the Quicken primary account is used for Pal Alto’s monthly bank reconciliations and for inclusion in the District’s annual |
ljournal entry. |

FRecommend'aﬁons:

ﬁh_c Business Office should prov{d; direction to Palo Alto’s principaliénd se?retaryito ensure a sjlgle Quicken set of books 8
\maintained consistent with the other campuses.

[Mana'gement Response:

’ﬂ:ferenge tlﬂ/[ana;g_ement Respcinse at i{ecordj Numbér 43.

[Target Date: 9/3012014 | Implemented

[Viﬂid_aiﬁon' Procedures:

[Yalidaﬁon Results:

l[i{efere;lce Record Number 59 | ER&ercnée_RccoE Number 59. Noted that Palo Alto's Pri!Eipél a-;d_sec.rary

| | ‘was included.

lRe‘maining_ Action Needed By Management:

;@Jot Applicable ) . . = |
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63| Student Activity Fund | [Report Date: | [11/14/2013  ||owner:
IG__encr_i Accdl_].t_gant’s review — Unsatisfactory 7 - B __ _ ) : I ) J
Detailed Finding:

Business Office - 1

Evidence of the General Accountant’s review of monthly bank reconciliations and Actmty Fund transaction reports was not ‘
documented. Review of monthly bank reconciliations and Activity Fund transaction reports, as required by the manual (Chapter‘
1)) is critical in the timely identification of errors and potential irregularities.

Fk'ncommendaﬁoﬁl

’Thc Business | Ofﬁégperso;nel rés}:onsii:le for }eview;ing Activity Fund bank reconciliations should document the review by
s1gning and dating the bank reconciliation and transaction reports. Also, see observation for bank reconciliation
[recommendatlon

EManagement Response:
Reference the Management Response at Record Number 43. _ - ' 7 ]

e: 9/&2()14_ HS'tatus: [?mpleglcntec{ ‘

[Validaﬂon- Procedures: |Validation Results:

Although Management provided a general \Obtained evidence of a checklist that is now completed by the General }

response within Appendix A on the Campus and | |Accountant monthly for the activity fund bank reconciliations for each

Student Activity Funds Internal Audit Report |campus. Reviewed the checklist for September 2013 from South San High

|further validation procedures are required to | |school. Noted that checklist documents the General Accountants review of

ensure reasonable action has been taken to ' |the reconciliation and any comments or concerns he may have with respect |

mitigate risk associated with this finding. {to reconciliation. J
B =

Obtain evidence that the General Accountantis | ' ' . i -]

reviewing the Activity Fund Bank reconciliation

and is documenting the review.

{Remammg Action Needed By Management

IlNotApElu&ble B ) - ] 7 i L - |
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lAthletic Center

12972011 | [Owers] [Business Office |

- o a

:| |Cash Receipts — Needs Major Improvcmcr{ti

A review of the process controls should be ;effaned lwdrna;aéérﬁ& with all individuals involved in the cash receipts process
Routine training should be given to all individuals working athletic events.

The only training provided in 2014 was on an individual basis. A copy of
the documentation that was used was provided to the auditor.

Inquire as to whether routine training is given to
all individuals working athletic events. —

Routine training should be provided to all individuals working athletic events. Currently, only new workers have training. |
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udit: |Athletic Center W R

Cash Receipts — Needs Major Improvemen[

Inquire as to whether new workers are trained Per inquiry, new workers are trained prior to working an event. Auditor was
prior to working an event. T

ovide an example of documentation of training.

Not Applicable
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<! lBusiness Office

| |Cash Receipts — Needs Major Improvement

The checklist provided in the original trainiﬁgﬂmld be utilized by the Business Office Designee, the Ticket Seller and the
Athletic Center Designee to ensure adherence to all process steps and controls.

Validation Procedures:

Inquire whether the checklist provided in the er inquiry, a checklist is utilized by the Business Office Designee, the
original training is utilized by the Business Office | Ticket Seller and the Athletic Center Designee.

Designee, the Ticket Seller and the Athletic

Center Designee.

Not Applicable
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ii]/67 |[Audi Athletic Center | [Rep

| |Cash Receipts — Needs Major Improvement

The Game Report should be prepared for all home football games in a timely manner. For the rental of the athletic center
facilities, game reports should be prepared timely and amounts owed renters processed.

Inquire as to whether game reports are preparedi Per inquiry, a game report is prepared for home football games and athletic
for home football games and athletic center center rentals. The auditor was provided an example of game reports for a
rentals. | home football game and a rental game.

Not Applicable
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ner: [Business Office

Recommendations:

Vo []e P T e - oL T S
Validation Procedures:

Inquire as to whether presale tickets for away Per inquiry, the same procedures are followed for presale tickets for away
games follow the same procedures as presale of | |games. An example of a completed form was provided to the auditor.
home games.

Not Applicable _ J
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|Business Office

coach, Athletic Center director or designee.

Exceptions noted related to pa—yﬁleﬁ for individuals hired to work at athletic events which were not approved by the athletic '

The control for proper authorization should be re-communicated to the coaches and athletic center personnel. The business
office should not process payments without evidence of proper approvals.

Inquire as to the controlsﬁpﬁée?enﬂéﬁe Per inquiry, pay sheets are used to verify individuals who work athletic
business office does not process payments to events. An example of an official pay sheets was provided to the auditor.
individuals who work at athletic events without

evidence of proper approvals.

Not Applicable
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ﬁ0j| fithl}iic: Center —— ‘ Rep?rtDate: _15:/9/5011: :I'Buinc;O?ﬁcE ; 7 ]

| [Personal Identifiable Information for Cash Disbursements — Needs Major I_mpgvancgt R 7{

Detailed Finding: | i

It was observed d;Lring the operating cash disburseméntsrtesti’ng above that the Athletic Office Officials Fee Recgipt?orr; usal tﬁ\
record officials, scorers, timers, and other workers for athletic events includes a field for social security number. The fam is
completed by, and available to, multiple individuals placing at risk the security/confidentiality of personal identifiable {
‘information.

TR

Remove the social sc;urﬁy number field from the Athletic Office Officials Fee cheiﬁt form. Utilize W-9 forms to document and
retain the personal identifiable information in a secure manner.

I_I\hnafg_émeﬂtke_,sponse:

R oplemenea |

Validation Procedures:

Validation Results: |
"Inquiré:_gl;vh:thcr_ the social éecurity number I TPer 'inqliiryr, the social security number field has been removed. An example
field from the Athletic Office Officials Fee ' |_of an Athletic Office Officials Fee Receipt form was provided to the auditor. |
Receipt form has been removed. |

Not Applcale

Action Needed By Management:
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