































































































































































































ELWOOD UNION FREE SCHOOL DISTRICT
CORRECTIVE ACTION PLAN

For the vear ended June 30, 2013 and to be addressed during the 2013-2014 school vear

STATUS OF PRIOR YEAR COMMENTS

Review of Bank Account Reconciliations

It was noted that there was no evidence that monthly bank account reconciliations were being
reviewed and approved by someone who is independent of the bank reconciliation process. The
bank reconciliations were being reviewed by the District’s Internal Auditor.

The recommendation was for the District’s Internal Auditor to document their review and
approval of monthly bank account reconciliations.

Based on our discussion with the District, the Internal Auditors have agreed to review the bank
reconciliations; however, there is no formal evidence of their review. We have been informed by
management of the District that the internal auditors will not document their review of the bank
reconciliations, since they feel it could impair their independence.

Although we understand the internal auditors’ position, we recommend that the review of bank
reconciliations be clearly documented on the bank reconciliation to provide evidence that
internal controls are in place and operating as intended.

Current Year Update: Throughout our review of the process and testing of the bank
reconciliations during the current year audit, we noted that the Assistant Superintendent for
Business Administration was responsible for reviewing the bank reconciliations and signing off
on them. We feel this matter has been appropriately addressed and we now consider this
comment closed.

Segregation of Duties - Cash Receipts

It was noted in prior years that there was inadequate segregation of duties within the cash
receipts process. The District Treasurer was responsible for the custody, recordkeeping and
reporting functions which elevated the risk that one person had too much control of a significant
process.

During the current year audit, we noted that the District added a layer of internal control by
assigning a clerical person to open the mail and log the cash receipts, prior to giving them to the
District Treasurer. This improved the internal control process over cash receipts; however, the
District Treasurer was still responsible for the preparing of the deposit slips, inputting the cash
receipts into Finance Manager, making the deposits at the bank, and then preparing the bank
reconciliations.

We previously recommended that the District properly segregate some of the Treasurer’s
functions within the cash receipts process to minimize the risk of one employee having too much
control over this significant process and strengthen the internal controls.
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Current Year Update: The District has been subject to budget constraints which have affected
the business office staffing for the past few years. This limited staffing and transitions that
occurred at the District did not enable the District to fully address this matter in 2012-2013.
However, subsequent to the year end, the District restructured the job responsibilities to assist the
Business Office in improving internal controls in the cash receipts process for fiscal year 2013-
2014. We now consider this comment closed.

User Permissions

It was noted that the Treasurer, Deputy Treasurer and Purchasing Agent all had permission to
approve a purchase requisition. In addition, it was also noted that the Treasurer had unlimited
access to all modules within Finance Manager.

During prior year audits, we reviewed the permissions for the Treasurer, Deputy Treasurer and
Purchasing Agent and noted that this issue still existed. We noted that the permissions for the
Treasurer were still excessive with respect to the job responsibilities.

We recommended that the permissions in Finance Manager be thoroughly reviewed for the
Treasurer to ensure that user permissions allowed were not too excessive given the Treasurer’s
job function and responsibilities.

Current Year Update: The District has indicated that they periodically reviewed user access
permissions; however, due to limited staffing and experience in the Business Office, they had not
adjusted the user permissions for the District Treasurer during the year ending June 30, 2013.
Subsequent to year end, the District hired a new part-time District Treasurer and the user
permissions have been revised. We now consider the comment closed.

District Policies — Gasoline Charges

Previously it was recommended that the District develop updated policy and improve procedures
for the tracking and monitoring for the use of gasoline credit card charges by district personnel.

During the prior year audit, we noted that management had indicated that the District has signed
an exclusive agreement with the Town of Huntington to purchase gasoline as a sole provider to
improve the monitoring of gasoline charges. In addition, we had noted that management did not
have a formal policy update for the use of District credit cards.

Current Year Update: In the current year, we noted that the District has revised its use of credit
card policy, which includes gasoline credit cards. The District is still in the process of reviewing
the policy before it is formally finalized. In addition, the District has indicated that they are
using two gasoline credit card accounts; one at Hess, and another at Texaco/Shell to monitor and
track the use of gasoline charges. We now consider this comment closed.

Purchasing Agent

Based on prior year audit, it was noted that the Assistant Superintendent for Business was the designated
Purchasing Agent. It was previously recommended that the District consider designating another individual
who was independent of the business function, as the Purchasing Agent to ensure proper segregation of
duties.



Current Year Update: This has not been resolved due to limited staffing at the District. Given this
staffing limitation, we recommend that since the Assistant Superintendent for Business continues to be
the purchasing agent for the District, someone independent of the Business Office should review any
requisitions or purchase orders that relate to the Business Office department.

District Response: The District agrees with the recommendation and will have the requisition approval

for business office purchase orders routed to the Assistant Superintendent for Curriculum for approval
prior to being approved by the purchasing agent.

Extra-classroom Activity Funds

The extraclassroom activity funds are the depository of student money. The New York State
Education Department publishes the Safeguarding, Accounting and Auditing of Extra-classroom
Activity Funds. These guidelines recommend procedures for organizing these activities, controlling
receipts and disbursements, as well as recording and reporting transactions.

During our current year audit inquiries we noted the following:

e Sales tax was paid for some clubs on items resold, however the District was unable to
provide support to indicate if the proper amount of sales taxes was remitted to New York
State.

e Some clubs were using the District’s tax exemption certificate when ordering items. Extra-
classroom clubs are not allowed to utilize the District’s tax exempt certificate.

e The Middle School is not utilizing a cash receipts deposit form, when depositing funds.

e Advisors can purchase items on their own personal credit card and then get approved for
reimbursement.

Current year update: We noted the following during the current year audit:

e The sales taxes paid issues have not been fully addressed for extraclassroom activities.
There was not enough supporting documentation for our review to determine if the correct
amount of sales tax was paid in 2012-2013. In addition, based on inquiries made with the
extraclassroom advisors, it was indicated they did not collect sale taxes for certain sales of
goods during fundraisers.

e The use of the tax exempt certificate has been corrected. We now consider that comment
closed.

e Advisors are still using their own personal credit cards and then getting approval for
reimbursement.

We continue to recommend that the District review the New York State Education Department’s
Guidelines, “The Safeguarding, Accounting and Auditing of Extraclassroom Activity Funds” to
assist them in maintaining the operation of extraclassroom funds. A review of this pamphlet can
assist the District in determining the extent of internal controls needed to be in compliance with
these guidelines. In addition, the District should make all efforts possible to pay vendors for
extraclassroom expenses directly, instead of having club advisors using their personal credit
cards and requesting reimbursement.

District Response: The District agrees and will meet with the Principals and extraclassroom
advisors and treasurers to review the audit findings and the New York State Education
Department guide entitled the “Safeguarding, Accounting and Auditing of Extraclassroom Activity
Funds.” In addition, the John H. Glenn High School exstraclassroom treasurer has recently
attended training on the proper management of the extraclassroom activity funds and we are




scheduling similar training for our new District Accountant and the Elwood Middle School
extraclassroon treasurer. Our new District accountant has set up a separate Federal taxpayer
identification number for the Extraclassroom Activity Funds and is in the process of registering
with the New York State Department of Taxation and Finance.



ELWOOD UNION FREE SCHOOL DISTRICT
CORRECTIVE ACTION PLAN

For the vear ended June 30, 2013 and to be addressed during the 2013-2014 school vear

CURRENT YEAR COMMENT

Fixed Assets

The responsibility of safeguarding the District’s investment in fixed assets is important to sound
fiscal management. The responsibilities can only be discharged through adequate fixed asset
accounting, and conducting periodic physical inventory of all assets.

During our current year audit, we observed that the District had to restate the opening balance for
fixed assets for approximately $388,000. This was the result of a capital project, completed prior
to 2010, being reflected in the 2012-13 capital assets update by the District’s outside consultants
(CBIZ). It appears this amount had not been previously recorded prior to 2010. As part of the
control process to report fixed assets placed into service, the Business Office should monitor and
be responsible to report the major capital project expenditures (construction in progress) that
have been substantially completed and placed into service to CBIZ to ensure that the fixed asset
is added to the updated inventory.

We recommend that the District monitor major capital projects that are substantially completed
and placed into service and ensure they are properly reporting and monitoring that fixed assets
are reflected in the updated CBIZ report annually. This will improve the tracking of fixed assets
in the District.

District Response: The District agrees and will implement these recommendations for the June
30, 2014 audit.
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