Office of Shared Accountability
MONTGOMERY COUNTY PUBLIC SCHOOLS
Rockville, Maryland

March 20, 2014

MEMORANDUM

To: Mr. Kenneth L. Marcus, Principal
Mill Creek Towne Elementary School

) Ve

From: Roger W. Pisha, Supervisor, Internal Audit m ‘

Subject: Report on Audit of Independent Activity Funds for the Period
July 1, 2010, through January 31, 2014

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 March 12, 2014, with you, and Mrs. Maria Young, administrative secretary,
we reviewed the status of the conditions described in our prior audit report dated
October 15, 2010, 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

We noted several checks that had been signed and issued for making purchases prior to a dollar
amount being entered on them. All checks will be completed with date, payee, and amount prior
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to any signature (see MCPS Financial Manual, p. 20-5). Use of the school purchasing card, with
its pre-approved limits, would improve controls over such purchases.

MCPS Form 280-54, Request for a Purchase, is used to obtain principal approval to proceed
with an intended purchase (see MCPS Financial Manual, p. 20-5). 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 IAF requirements. In our
random sample of disbursements, we again found that prior approval was not consistently
obtained. By requiring prior approval, the principal retains control over the expenditure of IAF
funds. We recommend that Form 280-54, be prepared by staff and signed by the principal at the
time verbal approval is sought so that purchase orders and invoices bear a date subsequent to the
approval date. Also, documentation supporting purchases must be stamped or marked “paid” to
avoid duplicate payment, and marked by the recipient to indicate purchased goods or services
were satisfactorily received.

Sponsors of school activities which involve the collection or disbursement of IAF should be
provided an account statement for each month in which transactions have been recorded in their
account. We found this essential internal control procedure was not being used. We recommend
sponsors be given a monthly statement of their accounts and be required to verify that all
transactions affecting the account have been correctly recorded. After any discrepancies are
resolved, the statements should be signed and dated by the sponsor to attest to their accuracy. A
procedure should be established to ensure that all signed statements are reviewed and returned to
the administrative secretary (see MCPS Financial Manual, p. 20-9).

Review of field trip activities again revealed that not all field trip sponsors are providing
completed financial information to the administrative secretary at the completion of a trip.
Sponsors should record cost and fee information for each field trip on MCPS Form 280-41, Field
Trip Accounting, or equivalent, and submit the data to the administrative secretary when a trip is
completed (see MCPS Financial Manual, p. 20-9). The record of names of participants and sums
collected strengthens internal controls by enabling the reconciliation of receipts to sums recorded
in the field trip account. We recommend all sponsors be required to use Form 280-41, or
equivalent, and follow the procedures outlined above. In addition, we noted instances in which
several field trip sponsors continued to hold fees collected rather than remitting them timely to
the administrative secretary. We recommend that all staff who collect funds for school activities
be reminded of remittance requirements (see MCPS Financial Manual, p. 7-4).

Summary of Recommendations

e Checks will not be signed and released by the principal until fully completed;

o Purchase requests must be approved by the principal prior to procurement (repeat);
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e Purchase invoices and receipts must be annotated as paid to indicate disbursement was
made;

e Monthly account transaction statements must be provided to sponsors for affirmation of
correctness and returned to the financial agent;

e 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); and

e Funds collected by sponsors must be promptly remitted to the administrative secretary
(repeat).

Other matters were discussed and satisfactorily resolved. We appreciated the cooperation and
assistance of Mrs. Young, which greatly facilitated our audit. 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. Myra J. Smith, associate superintendent of elementary schools. The Office of School
Support and Improvement will follow up on this audit.

RWP:GB:sd

Copy to:
Mr, Bowers
Dr. Statham
Dr. Schiavino-Narvaez
Mr. Sanderson
Dr. Smith
Mrs. DeGraba
Mrs. Milwit
Mrs. Chen



ULIO} SJOIN 243 1Ty 3y |, paalaaad By
1URBY [BIOUBUL] 10
AJBja109g aAnBISIUILPY :djqisuodsay] (s)uostag "apeut
“JUAWASINGSIp | sem juawssingsip ojeoipur 01 pred se
Jo swm ay3 e pied se pajejouue/paduiels | pajejouue aq jsnw s)diasol pue saol0AU]
«Pred, podIeW 2q ||1M SO310AUL AY |, PaAIaORI SY oq [[Im S1d19901 pUB SO10AUL ||y 1UOIIN[OSIYY
AIB12109G 2ANRHSIUILPY d[qisuodsay (s)uosiag
"SJUAUWIILIS
Juady je1oueuy, Alyiuow atj Jo uonejdwos jeacidde pue uonnqusip PapI00al U3 ARY SUOIJOBSURIY
10 K1B12109G 0AIFRIISIUTIIPY S} 0) a1 yorl) 01 doe[d Ul q [[Im S[00] SULIONUOJA | YOIYya Ul UjuowW (OB JOJ JUDUIIL]S
poLLINjal pUB SSOUIOSLIOD JO UONBULIJE ‘19da93pj00q Bunisia ayy Aq suodas jo uonejdwos | junoooe ue pepraoud oq pinoys v
Joj s1osuods 03 papiaotd og [[1m uodn sap1AnoR [00Y0s Jo siosuodg 01 A[pUOL | JO JUIWSINGSIP IO UOIIOA[]0D SY] DA[OAUL
SJUSUISIE]S UOIIOBSURI} JUNOJOE A[IUOIA] Aquoin papiaoid aq J[Im SILIBLWIWNS JUNOIDY ‘UOIINJOSIY | YSIYM SONIANOR [oOYds Jo siosuodg
"AI12100G aAljenSIUIpPY pue ‘Jedioulld juelsissy
‘ediounry ‘yeIs jooyos d[qisuodsay (s)uosaag
‘suijuo paisod yooqpuey
eis 2y ur samnpasold Jy] pojuswindop oy} yim
Buoye papnjour 94 [[IM SaUI[apING pue ISI[O9Y0 Y]
‘seseyoind oyeW 0} JUA)UI JO DUBAPR Ul 93ojdwiod
0) SouIepINg pue ISIPPSYS B UAIT oq |IM JJEIS
"9)ep [eaoidde o1y 03 Juanbasqns agep B 18aQ S20I0AUL
pue saseyoind jey; os 1y3nos st [eacidde |eqlea awn -aseyound Jo ojep Aq posuapla? se
uswamooid o} Joud rediound ayy oy ye jedioulid oy Aq paudis pue jjess Aq paedaid | paureiqo A[jusisisuos jou sem saseyoind
Aq pasoidde aq jsnuwt sysenbar aseyoing ZuioBup 2q [ sisanbail juawesinquiey :uouynjosay | Jo juswasinquual 1oy [eaoidde Jonyg
JAIBI3I03S 2ANBISIUILPY
pue ‘edioung Jueisissy  ‘edioully —  siepjoy
pieo aumeudis peaoiddy :3jqisuodsay] (s)uosiag
_ -aanjeudis 03 Joud junoure pue ‘aeked
‘9Jep painbar 9y JNOYNIM IDUBAPE Ul PAnssI aq [Im
‘paredwon Aqnj [nun jedround o) Aq yosys oN eameudis o soud aseyoind jo junowre ‘palajua junowe Iejjop o3 tord
pasea[al pue paudis aq jou []Im SYI3YD) 3ur03ugp M patadwoo aq |[im SOSYD |y uonmosay | saseyoind 103 panssi pue poudls SyoayDH
uonppduioy Jo aduapiag auippuI ], ajqisucdsay (S)uostaJ puy 110d9y] [e1dUEBLI §,[00Y2S JO
uonjosay Jo uondLrdsa(g SUONEPUIWILI0DIY puE sFUIpUL]

\$ \\M.\\MN :jeaoadde jo ayeq

Snore lauuay] [eduLlg

JudUIORR Y

ug]J NONOV JUIMISLURTA] [RISL]

Judpudjuriadns Ayunmod £q pasoarddy

ATRJUAWIALY SUMO], MOoID) [ITA 100198




[T wooy S ‘3ff npny pwusapuf ay; 03 Juas ag 03 51 uvjd paqosddp ayy fo ddoo p :a106]

siosuodg duy pjarg uady [eroueul 1o

A1e12109G aAneNsiuIWIpY 3jqisuodsay (s)uosiag
'$$300.d uoiRIUAWNIOP

oy Isisse 0 siosuods 01 papiaoad aq [[1m 1SI[O8YD
v din ays jo uonajdwos uodn uoneijiou0oas
spunj Sutpnjour ‘uotjeuniojut aarsusyaidwos
apiaoad [1m siosuods din prarg suonnosay

‘din ® jo uonojdwos
ayl  je AIpjo1oas  2ApRMSIUTWUPE
ay) 01 uoneULIOJUI [RIOUBUL Pa)R[dwiod
Juipiaoid are siosuods dun piayy |e 10N




