Office of Shared Accountability
MONTGOMERY COUNTY PUBLIC SCHOOLS
Rockville, Maryland

April 14,2016
MEMORANDUM
To: Mr. Alton E. Sumner, Principal
North Bethesda Middle School )
. . Ny
From: Roger W. Pisha, Supervisor, Internal Audit /L{L e
Subject: Report on Audit of Independent Activity Funds for the Period

July 1, 2013, through November 30, 2015

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 IAFs are administered in accordance with MCPS policies,
regulations, and procedures.

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 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 April 13, 2016, with you and Mrs. Julie Johnson, financial specialist, we
reviewed the status of the conditions described in our prior audit report dated August 19, 2013,
and the status of present conditions. 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

Cash and checks collected by sponsors and others for IAF activities should be remitted promptly
and intact to the financial specialist. These receipts must be deposited promptly, and all receipts
must be deposited before each weekend or holiday (see MCPS Financial Manual, p.7-4). As
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previously reported, some sponsors continued to hold fees collected rather than remitting them to
the financial specialist on a daily basis. In addition, some expenses were paid out of collected
funds, rather than being remitted and a separate reimbursement check requested. We also noted
that the financial specialist was not always making deposits before each weekend or holiday. To
minimize the risk of loss, all funds collected should be remitted daily. We recommend staff be
encouraged to submit all cash and checks collected for IAF activities to the financial specialist
for prompt deposit in accordance with MCPS policy and procedures.

MCPS Regulation DMB-RA, Control of Admission Receipts, provides procedures for the
accounting for sales of admission tickets. We again found these procedures were not always
followed. The unsold custom printed tickets for a multi-performance event were not retained for
audit, and funds were collected at the door for one of these performances without issuing tickets
because the admission manager ran out of tickets. We recommend that admission to all events
be controlled in accordance with the above cited regulation.

Summary of Recommendations

e Cash control of school funds must be in accordance with chapter 7 of the MCPS Financial
Manual (repeat); and

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

Other matters were discussed and satisfactorily resolved. We appreciated the cooperation and
assistance of your staff, especially Mrs. Johnson. In accordance with MCPS Regulation
DIA-RA, Accounting for Financial Operations/Independent Activity Funds, please provide a
response to the Internal Audit office within 30 days of this report, with a copy to
Dr. Michael Zarchin, director of middle schools. The Office of School Support and
Improvement will follow up on this audit.
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Copy to:
Dr. Zuckerman
Dr. Statham
Dr. Navarro
Dr. Williams
Mrs. Chen
Mrs. DeGraba
Mrs. Milwit
Dr. Zarchin
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