Internal Audit Unit
MONTGOMERY COUNTY BOARD OF EDUCATION
Rockville, Maryland

July 19, 2016

MEMORANDUM
To: Mr. Joe L. Rubens, Jr., Principal

John F. Kennedy High School .
From: Roger W. Pisha, Supervisor, Internal Audit Unit -’Lf"uﬂf;z Moo
Subject: Report on Audit of Independent Activity Funds for the Period

March 1, 2015, through April 30, 2016

Independent Activity Funds (IAFs) of Montgomery County Public Schools (MCPS) are
established to promote the general welfare, education, and morale of students as well as to
finance the recognized extracurricular activities of the student body. Principals are the fiduciary
agents for the IAFs charged with determining the manner in which funds are raised and
expended for activities such as field trips, admission events, and fundraisers. They are
responsible for ensuring that the IAFs are administered in accordance with MCPS policies,
regulations, and procedures.

The IAF audits are conducted regularly to evaluate compliance with MCPS policies, regulations,
and procedures, and to review processes for continuous improvement. Generally, accepted audit
procedures guide the work of the auditors who examine samples of the IAF records and financial
accounts selected from documentation of various activities to verify their accuracy as well as to
assess the effectiveness of financial control procedures. An IAF audit does not review every
transaction or school activity but seeks to provide reasonable assurance that there is compliance
with MCPS policies, regulations, and procedures, and that any significant errors or omissions in
the financial records are detected.

In our meeting on June 29, 2016, with Ms. Keir Lewis, assistant principal, Mrs. Marjorie Bacon,
school business administrator, and Ms. Wendy Davis, school financial specialist, we reviewed
the status of the conditions described in our prior audit report dated April 29, 2015, and the status
of present conditions. It should be noted that Mrs. Bacon was assigned to her position effective
July 1, 2015, and Ms. Davis was assigned to her position effective September 19, 2015. This
audit report presents the findings and recommendations resulting from our examination of the
IAF records and financial accounts for your school for the period designated above.

Findings and Recommendations

The management of the IAF activities must be in accordance with good business practices that
include sound accounting and internal control procedures. We found that staff did not have
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adequate procedures in place for proper control and oversight of IAF. Delegation of signature
authority for approval of the IAF activities should be limited with documentation dated upon
signature. Many transactions were noted that lacked descriptions to fully explain the accounting
entry. We also noted that the monthly bank statement, bank reconciliation report and ledger
report were not always provided in a timely manner, signed and dated. We recommend
coordination with your financial staff to establish processes to enhance control and oversight of
IAF (see MCPS Financial Manual, chapter 20, page 1).

MCPS Form 280-54: Independent Activity Fund Request for a Purchase, is used to obtain
principal approval to proceed with an intended purchase (see MCPS Financial Manual, chapter
20, page 4). The purpose of each disbursement must be fully explained on this form in order to
properly record expenditures in appropriate accounts, and to ensure that expenditures comply
with the IAF requirements. Invoices for goods or services must be signed by the purchaser to
indicate satisfactory receipt. In our random sample of disbursements, we found that some
disbursements did not have adequate documentation to fully explain the reason for the
expenditure, and invoices were not always signed by the receiver. The business office did not
have a consistent process to follow up on advances of funds to ensure that staff returned receipts
with any remaining funds in a timely manner. By requiring prior approval and complete
documentation, the principal retains control over the expenditure of the IAFs. We recommend
that MCPS Form 280-54 be prepared by staff and signed by you at the time verbal approval is
sought, and that complete documentation be attached to fully explain the reason for the purchase.

Retail sales tax must be collected by the school and remitted to the State of Maryland on the
sales of all taxable merchandise (see MCPS Financial Manual, chapter 18, page 2). Our
examination revealed that taxes were not collected on all taxable sales, and that not all taxes
collected were remitted to the state. We recommend that the school comply with these
requirements.

Fund-raising must conform to the Guidelines for Sponsoring an Independent Activity Fund
Fund-Raiser. Although sponsors are submitting fund-raiser request and completion reports, and
most reports are signed by the sponsor and the business administrator, data on the forms was
inadequate. Requests often did not include estimated receipts, expenses, or sales tax
considerations. Most completion reports either had errors in the total number of items for sale,
or they did not account for remaining inventories; thus, it was not possible to determine whether
all funds collected were remitted to the financial specialist. Some transactions were recorded in
accounts unrelated to the fund-raiser account, and sometimes multiple fund-raisers were
comingled in one account. Following internal control procedures provides for accountability of
funds raised as well as the opportunity to evaluate the results at the conclusion of the event.

Sponsors of field trips should have a complete class or club roster of student names to annotate
the amount each student paid, eligible students who did not participate in the trip, and students
who received waivers, scholarships or reduced fees. This data should be provided to the
financial agent at the completion of each trip, and compared to remittances recorded in the trip
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account history report. The data also should be used to estimate future trips. We found that not
all sponsors are providing completed data at the conclusion of each trip, and that data is not
being compared to the final account history report nor used for planning future trips. We
recommend trip sponsors use MCPS Form 280-41: Field Trip Accounting, or its equivalent, for
recording of trip fees and provide complete data at the completion of each trip. We further
recommend trip planning be reviewed to ensure established fees are commensurate with trip
expenses (see MCPS Financial Manual, chapter 20, pagel0).

Admission receipts for athletic and nonathletic events should be controlled according to MCPS
Regulation DMB-RA, Control of Admission Receipts. Event admission must be controlled with
serially numbered tickets, separation of duties, use of the required MCPS Form 280-50: Tickets
and Cash Report of Admissions Manager, for tracking and reconciling sales, and perpetual
inventory of tickets. We noted in many instances that the ticket controller and admissions
manager were not signing the appropriate line on ticket forms and the report auditor was not
consistently recording the cash receipt number and date on the form. One event had ticket sales
on multiple days but reporting was on one ticket form without separating each day’s sales. All
receipts from homecoming ticket sales were remitted for deposit all at one time. Ticket numbers
of unsold prom tickets returned were not within the range of ticket numbers indicated on the
ticket form as issued for sale. Also, we noted that tickets were not used for the exact change line
at the homecoming football game. We recommend that procedures for sale of tickets be
reviewed with appropriate staff prior to events, all tickets be serially numbered and issued by the
ticket controller for all admission events, and that ticket sale proceeds be remitted to the financial
specialist promptly.

A memorandum is issued annually with guidelines for management and accounting of external
exam fees paid for students who are eligible for waivers and fee reductions. We found a lack of
adherence to these guidelines. Waivers reported to MCPS had not been verified by the business
staff and the request for reimbursement was significantly overstated. We found numerous errors
in recording transactions so that account information needed for reconciliation of activities was
unreliable. The monitoring spreadsheet used by the testing coordinator did not meet MCPS
requirements, and many waiver forms were missing or not correctly completed. In addition, the
exam assistance account balance did not reconcile to outstanding funds receivable. We
recommend that you work with staff to ensure that procedures are in place to effectively manage
external exam activities, and to ensure that waivers reported are accurate and well documented.

Summary of Recommendations

e Management of the IAF must be in accordance with good business practices (repeat).

e Monthly financial reports must be signed and dated by the principal to indicate review.

e Monthly account history reports must be provided to sponsors for affirmation of
transaction correctness and returned to the financial specialist.

e Purchaser must confirm receipt of goods or services prior to disbursement.

e Purchase documentation must be adequate to support disbursements (repeat).
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Tax must be collected on taxable sales and remitted to the Comptroller of Maryland.
Fund-raising must conform to Guidelines for Sponsoring an IAF Fund Raiser (repeat).
Field trip records prepared by sponsors must provide comprehensive data to account for
all students eligible to participate, and to reconcile funds collected with costs of the trip
(repeat).

e Admission events must be conducted in accordance with MCPS Regulation DMB-RA.

e School staff must adhere to guidelines for management and accounting for external exam
fees.

Other matters were discussed and satisfactorily resolved. We appreciated the cooperation and
assistance of your staff. In accordance with MCPS Regulation DIA-RA, Accounting for
Financial Operations/Independent Activity Funds, please provide a response to the Internal
Audit Unit within 30 calendar days of this report, with a copy to Mr. Kevin E. Lowndes, director
of school support and improvement of high schools. The Office of School Support and
Improvement will follow up on this audit.

RWP:DKH:Ish

Copy to:
Members of the Board of Education
Dr. Smith
Dr. Navarro
Dr. Statham
Dr. Zuckerman
Dr. Williams
Mrs. Chen
Mrs. DeGraba
Ms. Diamond
Mr. Lowndes
Mr. Ikheloa



§Jo [ 93ed

"S99J WEXd [RLIAIXD 10) FUNUNOOOE PUBR JUAWSTBUBW J0J SIUIJOPING O} I9YPE JSNU JJeIs [0OYdS

V-GN uonen3ay SO Yim OUBPIOIOE Ul Pajonpuod aq SN SJUIAI UOISSIWPY

“d1a) 2y} JO 51509 )M PIIIQ[|OD SpUNJ J[IOUOOI

01 pue ‘sedionied o1 91qiSije syuepnys {[B Joj JuNodoe 0) ejep dalsusyardwos opiacid jsnw siosuods Aq paredosd spiooss duy plaig
UISIDY punf J ] ub Sutiosuods 40f $auijapingy 0} WIojuod jsnuwi Suisies-pun,]

‘puejAIe JO Jojjondwo)) Yy} 03 PAPIWRI PUB SI[ES J[QBXE] U0 PAJOA[[0D 2q ISNU XB]

‘sjuawasingsip 1oddns 03 91enbope oq snw uoneIUAWNOOP ASBYIING

“JUIWSINGSIP 0} J011d SIOIAIAS 10 spooT Jo 1d120a1 ULIJUOD Jshu JaseydIng

Is1je1oads

[BIOUBUL 9U) 0} PAUINIDI PUEB SSAUIDALIOD UOIIOBSURI) JO uoneuLjje 10 siosucds 01 papiaold aq isnw spodar A103s1y  Juncose AjyIuoy
'A31A31 d1e01pul 0 [ediourid oY) Aq pajep pue paudis aq isnw spodan [eroueury AjYIUOH

"saonoerd ssauisng poosd YIM 20UBPIOIR Ul oG IsnW ] oY) JO JUaWIFeueN

ssaursnq Surmo[o} oyl ul paiinbai aie sjuswsaodunt 013018 “GTOT "0¢ Ay Yonoays 'S10z °1 YoIey  poued oy 103 JIpne [erougulj oY) ur

L ]

L

: sossaooad
pajou sy

1SN0 JuoWdACIdU] J159)81)S

SIPUMOT UIAY +1032941(]

SWelip [ALreq
nuapuduLiadng ayeidossy

9107 IBIX [BISI] suoqny 20 :edpuLig [0oyog Y31 Apauuay * uyof

H RIS

NVId NOILDV INHINIIDVNYVIA TVIONVNIA




S Jo 7 98ed

sferoyey Sururer],

"pateys
Iojeqsiunupe -1 uo paisod Aqep
“ SseupEnq uonejussad [9091 pUE SJUSWASINGSIP JV] [[B ASIA21 [JIM JsI[e1oads [RIoURUL] o
OORIS 901AISS-01
| ‘soonorad ssaursnq pood ApPam pim PRy “S2Mpa00iy
“ [IM Q0UBDIODOE 10jeSIUIupy sguneowt Auanoe yoen sieadg | pue satotjod SIOIN U4 20UBPICIOR UF V] JO JuowsSeuBly e
ur sI V] oY) Jo juswaSeueiy sseuisng 100YoS APPam 03 sgo] Me2ID) [eIOURUL] SIUNP3d01J pue saIjod JVI
*IOJBJISIUIWIPE SSAUISNY [00YDS
: 01 uaA1S JawAed Jo £doo v popend yoopnQ pajund oS 1 dung £q Alreok puejArey jo soqjondwo)
I lojensiuiuapy ul paiojruow aq |[Im HCOE%,QQ pm:.m_ouﬂm Y1 01 payIuWal pue Sa[es 2[qeXe] U0 Pajaa[[0d 9q [[IM XB] L]
‘pory pue uswked poyLIOA ssouIsng [00ydS | 29[ Xel S3[eS | JO uonBWIIIUCO Y [e1oUBUL] Xe [, saeg

S[eLIdjeN SUTuTRI],

suodal “pareys
Iosuods
-1, uo pajsod .
ATpuoy MalAal uonejuasaid ¢ ¢ Jsiferoads [eloueuy o}
d o1 1SITEI50ds : a1 pue ‘paudis ‘paroucsel a1 spodal AJyjuow 2 [13UN ploy
ARIHRRNS i 3dlAl3s-ald uo pooeid oq [[1M SIUNCOOE J19Y} JY) PAIJIIOU 2q J[im slosuods e
[erouRUL] [eroueuly
'pasodind jipne J0] pay1y oq [o0y2S pue Yim pray spodar Josueds '$S3UJ921100 UOHOBSURL) JO UONEULIJE JOJ [IUOW [ILd
[11m Hoday “winjal pue pousis J0jenSIUTWPY sSunsaw | I0JUOW [[IM 19pE3] wsie12ads py odai e tosuods yoes apiaoid [[ia Jsijerseds [eIDURUY [0OU2S e
“uodar maraal [[Ia siosuodg ssauisng [00Y2S Apjeom | wea] wweuniedaq [eloueUl] syaodayy dosuodg
SJuIog
ud (] 2pa? arqisuodsa
AP /NS &ﬂﬁoﬂ:c_ﬁp Z1ed/ S100L mo_w._ﬂomwm _M.vnoﬁwmm MRS oY

SuLIo)IuOTA




G Jo ¢ o8eq

depy sseo01g

S[eLIgIBIN
Suiunel],
‘pareys
-1 uo paisod | I0lenSIUTWIPY
SSUNAPING | yonejuesard ssauIsng
SO i eouerjduwos 301A128-21] [00Y2S
UDSIDY PUNLT VT UD Apuoy | o sysenbou sasrerpuny [[e WOSIDY punyj Jy7 ub Sutiosuods
Buriosuods 1o0f sauijaping A0JensSIuIUIpPY | PamalAdl[IM S pue ygs [enuey isie10dg Jof sautjapins 01 WIOJUOD Isnw Juisier-pung e
0} SHLIOJU0d Sulsrel-pun, ssaulsng [00og ‘sBuneawr Apesm Surng [e1oURUL] [eraueUl ] Swipumy Smsiey puny
S[BLISIEIN]
Supurery,
"paIelys
-1 uo paysod
uonejuasaxd
Q01AI8S-31d
*SIUDIASINGSIP
yoddns 03 arenbape st ) Afiatioe Juneade Jyj
UOLIBIUBWINIOP PUB [V] WIREsINgsin FRO:0L wolj apew st Juatifed 210J2q PIALLIR SARY SUI)L
WO JUSWASINGSIP 0] Algruo 03 1011d s9010AUL PAUTIS | [99X0 UL [00) ITe Je13 AJ1I9A 0} PUB SIOIAISS 10 SpooS Jo jdiaoar
Jorad pauSis aIe sao10AUI 10JeSIUIUIPY | Pamalaal[[Is S pue VgS SuLiojiuowt Istedg | uinyuoo 03 saotoauysdifs Suppoed [je uSis M RIS e
pue sdys Sunyoed ||y ssauisng [00y2g ‘sBunjaaur Apjasm SuLmgy =31:2) iy} [eroueurj S)UIUWSANGSI(
[ediound sy
AIQUOI | £q pousSis spodai [eroueuly “malAal dreotput 03 [edioutid ayy Aq
[ediourid £q pousis a1e Jojensiunupy MOIASI [[IM JOJRNSTUTUIPR [ediound Jsieroadg | Pa1ep pue pausSis aq [im suodar [erdueuly A[JIUON e
spodal [erousu] A[IUOA ssauisng jooyag SS3UISTq [00YIS | yym Sunesy [etoueut spioday [erdueul] AJYuop
UIYAA 29 OYAA S04 papaaN ajqisuodsay
WUSPIAH NS :SULIOJUOIA] BJB(]/ S[00 ], SULIOJIUOA] S92.1N0S3Y (s)uosaag SEIS uOHaY




§Jo p a%eq

$22] WEXA |BUIBIXS

Arep suoneoydde raatem sapIuwo))
JUIPNIS SMILADIL wm:.m_ooam 10] mcﬁu:ouom M3nal 0 qrdv ou
EIDURUL] pUR JOJRUIPIOOD €] Jojensiujupe
ssaulsng L .qumuE
d1/dv 103 ssasoxd ay [ooyas pue isijerdads [qruey
MIIADI 0 PAYSI[BIS USIQ _m_mmmcm Ek_ﬁa PI3Y pred soay pue 'sjudied
seq] sopIuuo) gl/dv 2 [t sstineeml AP ; —_—— AONENRTRRRPY £q no pa[[1y A1e191duwros aq ysnw suonesrjdde
'$39) WIEXD ORI . ssaulsng 19A1RA JUBPNIS “I9AIRAM B JOJ AJ1jEnb 0] JopIo U] e
[PUI2IXa 10J Sununooaoe ssaulsng [ooy2g SRBIReD ki [0012S
pue JuswsFeusw 941 UG 2l Jojenstuluipe 0} pasn [00) $09) WEX2 [RWIAIX? 10] Fununoooe pue juswoSeusw
I0] saurjapIng o} Isieroadg ssaulsnq [00Yds Supiojuow Istje1oadg J0] SAUI[SPING O} UYL IShul JJeISs [0OUIS e
Sutiaype s1 JjeIs [ooyog [e1oURUL] [0OYOS pue js1jeioads jeroueur g SO [e1oURUL] S99, Wexy [ewINxy Jv/dl
S[BLISIBIN
Sururel
‘paIeys
-1 uo paysod
uonejuasaid
901AJ3S-31d
saorjoread JoSeuey
ssauIsnq poo3 yoe SuoISSIUI
VI-gGNd 1snq poos ¥oen Isstupy
uonRINBY SAJN WA Aoy 03 pasn s[00} SuLojuOUI Jo | 10ensuIupy V-G UoNRn3ay SAOWN
0UBPIOIOR UL PIIONPUOD J0]EnSIUTpY M31A31 0 siosuods | poday yseD SSQUISTIE { 20UBPIOIOR Ul PAISNPUOD 5 [[IM SIULAD UDISSIWIPY e
2lE SJUSAD UQISSIUIPY ssausng [00UdS | Yim pray sSunesw AP m pue 1oL L [ooyos SJUIAT UOISSIMIPY
depy sse001g
S[BLIIRIN
3
AquolA yodas R
uona[dwos dry pareys
Piog Misatiiigpess -1 uo pajsod ‘d1n 2y} JO SI1S02 Ylm paloa][od sputy
d oy Jo $1505 A [T14 Iojensinupy uonejuasald | IojeNSTUTWPY | 9j10ue021 0} pue ‘Sedorped o) sqiSie sjuspus
M 9[UODaI pajoo[od | oouisnd [00UdS 991AIaS-21d ssoursng | |I® 10} junodde 0] ejep aalsusyaidwod apiaoid
spunj ay1 pue ‘sjedionred sseooad [ooyog | Isnu siosuods £q posedaird spiccar din pRI{ e
01 2|qISI[d SHUIpMIS |[B 10] Areq | din proy aunus sy y3noryy uodoax 'din play [owa JO UOISN|oUod
Jumosde o1 ejep sjenbape 1s1eads Josuods yoea apmns [[1m uone|dwod istjeroadg | oy e erp pawfdwos Sunywigns s siosuods g J0N e
SAey sprodal duy pRLf | [eroueul [00Ydg | IsI[BIOAS [BIOUBUL] [00405 dunppelq [e[oueUL] surpuy diny, ppig




§ Jo g 9%eg

21e(] 103311

SjuauIoD)

Aq ue|d Jwgnsda puE ISIAAI ISBIJ [] posoaddy [

TVAOUAAY ® MAIATY (ISSO) INTINTAOAJINI ANV LAOddNS TOOHIS 40 AD1440




