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Preface

The Office of Internal Auditing serves to improve the fiscal accountability and enhance the
public’s perception of the management and operations of the Escambia County School
District. This engagement strives to meet those objectives.

Audits, reviews, and other engagements are determined through a District-wide risk
assessment process, and are incorporated into the annual work plan of the Office of Internal
Auditing, as approved by the Audit Committee. Other assignments are also undertaken at the
request of District management.

This engagement was conducted with the full cooperation of District operational staff and other
District personnel.

Any recommendations included in this engagement are designed to improve operations and
serve as the basis for informed discussions related to policies and procedures.

This engagement was conducted in accordance with the International Standards for
Professional Practice of Internal Auditing, as promulgated by the Institute of Internal
Auditors.

We thank the principals, assistant principals, bookkeepers, and various support personnel
throughout the District for their cooperation and commitment.

Office of Internal Auditing
Escambia County School District
www.escambia.k12.fl.us/iaudit
75 North Pace Blvd. — Suite 403

Pensacola, Florida 32505
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Executive Summary

We have audited the internal accounts of the Escambia County School
District’s (the District) schools for the year ended June 30, 2017. These
accounts are included as agency funds in the School Board’s annual
financial reports. These accounts and the annual financial statements are
the responsibility of District management.

Based on a rotating audit schedule, each year District schools receive
either a “full” audit (including extensive testing of transactions), or a
“limited” audit, where only certain procedures are performed (such as
obtaining third-party confirmation for all cash and investment accounts
and reconciliation of bank statements and confirmations). Once all audits
are complete, the financial information for all schools is then combined
and presented in this report. In addition, compliance matters which were
noted at numerous individual schools are summarized and communicated
in the Detailed Results section below.

As of June 30, 2016, the 50 schools’ internal accounts totaled $3.14
million. During the fiscal year, $7.60 million in net receipts were received
and $7.51 million in adjusted disbursements (disbursements plus net
journal entries) were made, which resulted in an ending balance as of June
30, 2017 of $3.23 million.

In our opinion, the transactions included in the schools’ internal accounts
were generally consistent with applicable Florida Statutes, State Board of
Education rules, and policies and procedures of the School Board. In
addition, we determined the schools’ financial records reconcile with bank
statements and independent bank confirmations.

We determined the internal controls established by the District appear
comprehensive, adequate, and effective. During our audit, we did
become aware of matters that present opportunities for strengthening
internal controls, increasing operating efficiencies, and/or assuring
compliance with applicable laws, rules, regulations, policies and/or
procedures. We feel these matters have risen to the level where it is
necessary to bring them to management’s attention. The matters are
discussed in the Detailed Results section below.

We have discussed some of the audit results with various school-based
and District-level personnel during the performance of our audits. We
recommend District management continue to provide training and
assistance to secretaries and school finance specialists, including training
related to matters discussed in the Detailed Results section below.

This report contains recommendations. The Executive Summary is
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Background

intended to highlight the various aspects of the report. The full report
should be read to understand the basis of our recommendations. We will
follow-up on these recommendations during the subsequent school year.

School internal funds are defined in the Internal Funds Policy Manual (the
Manual) as “all monies collected and disbursed by school personnel within
a school, for the benefit of the school, or a school sponsored activity.” As
further explained in the Manual, “School internal funds shall be used to
supplement activities approved by the school board when the District
budgetary funds are not available or have been exhausted.” More plainly,
internal funds include everything from money found on campus to
collections from ticket sales for athletic events.

Each year, our office audits these internal accounts, based on authority
granted in accordance with Florida State Board of Education Rule 6A-1.087
and the Charter for the Office of Internal Auditing.

These accounts are comprised of the individual account balances of 50
public schools and centers located within Escambia County, Florida. These
schools and centers are governed by the Escambia County School District’s
School Board, which consists of five elected members, representing five
geographical districts in the county. The Superintendent of Schools is
elected by the voters of the county, and serves as the executive officer of
the School Board.

In accordance with Florida Statutes, school internal accounts are
accounted for as an agency fund. This fund is organized into sub-funds
that represent the individual schools and centers within the District. Each
sub-fund is divided into seven classifications: Athletics, Music, Classes,
Clubs, Departments, Trusts, and General. Not all schools utilize all
classifications.

At the individual school level, internal accounts recognize revenue and
expenditures using the cash basis of accounting. At year-end, the
accounts are adjusted to the accrual basis for inclusion in the District's
annual financial report. Given that students are released in late May, and
almost all revenue and expenditures in internal accounts are generated
from student activity, there are usually no material accounts payable or
receivable as of the fiscal year ended June 30.

Any material accounts payable or receivable are the result of activity
between the individual schools and the District. The net payable to the
District from school internal accounts was $17,407.34 and $22,930.20 for
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Objective

the years ended June 30, 2016 and 2017, respectively.

The internal accounts of the schools in the District are governed by
Chapter 8 of the State Board of Education Rules (Chapter 8), Florida
Statutes, School Board policy, and various policies and procedures
established by the operating management of the District.

Much of the governing policies are incorporated into the Internal Funds
Policy Manual (the Manual). A copy of the Manual is made available to
operating management and to secretaries and school finance specialists
who are responsible for school internal accounts.

Outside support organizations (school booster clubs and parent teacher
associations) affiliated with the District’'s schools that operate
independent of a school’s internal accounts are not included in this report
and are not audited by the Office of Internal Auditing. It is estimated that
approximately $3 million flows through outside support organizations
annually, which would otherwise flow through school internal accounts.

In addition, the activity of charter schools, which are separate not-for-
profit corporations each with a separate board of directors, does not flow
through District school internal accounts. As such, their financial activity,
which was approximately $7.5 million for the fiscal year ended June 30,
2017, is_not included in this report and is_not audited by the Office of
Internal Auditing. Audits of the charter schools' financial statements are
conducted by other independent certified public accountants.

Scope

The purpose of this report is to compile the financial information for all 50
schools and centers in the District, and to document any compliance
violations that were pervasive throughout all schools that received a “full”
audit.

We believe our audits provide a reasonable basis for our opinion, findings,
and recommendations.

State Board of Education Rule 6A-1.087 states that the School Board is
responsible for the administration and control of school's internal
accounts and in connection therewith shall provide for an audit of those
accounts. Pursuant to this rule, we have audited the financial transactions
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Methodology

of the internal accounts of the District’s schools as of and for the fiscal
year ended June 30, 2017. These accounts are the responsibility of the
individual principals at each school. Oversight of these accounts and the
annual financial statements are the responsibility of District management.

Detailed Results

Based on a rotating audit schedule, each year District schools receive
either a “full” audit (including extensive testing of transactions), or a
“limited” audit, where only certain procedures are performed (such as
obtaining third-party confirmation for all cash and investment accounts
and reconciliation of bank statements and confirmations).

Each individual school audit consists of three phases: planning, fieldwork,
and reporting. The planning phase includes steps taken by the auditor to
familiarize himself or herself with the school, and to determine their
approach to the audit. The fieldwork phase involves the application of
testing procedures to the financial records of the school. Finally, the
reporting phase consists of communicating the results of the audit to the
relevant parties in an easily readable and understandable format. Each
phase consists of specific steps taken to ensure an audit is done in
accordance with professional standards and currently accepted practices.

Audit Comments
Our testing indicated that there were six matters that were significant
enough to be brought to management’s attention.

Evidence of Receipt of Goods

Of the 17 schools that received “full” audits, 8 (47.06%) had multiple
instances where invoices/packing slips used as supporting documentation
for expenditures did not include evidence indicating receipt of goods. This
evidence would include a signature (or initials), verifying the quantity of
the items ordered, and a date, indicating when the goods were received.

This was a repeat comment from previous district-wide reports:
2015-2016 Percentage of Schools - 24.00%
2013-2014 Percentage of Schools - 20.83%
2012-2013 Percentage of Schools - 33.33%

The Manual gives specific guidelines regarding documentation for
expenditures. Section VIIl, D states, “When the items purchased are
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received, the goods should be checked to ensure the items are correct and
not damaged. The person receiving the items should initial and date the
receiving slip or invoice to document their review and that all items
ordered were received.”

See our recommendation in the Recommendations section below.

Utilizing L2121
Of the 17 schools that received “full” audits, 5 (29.41%) did not utilize the
L2121 Accounts Payable account appropriately:
e Failure to record purchases at the time of purchase
e Failure to utilize the L2121 Accounts Payable account for all credit
cards

This was a repeat comment from previous district-wide reports:
2015-2016 Percentage of Schools - 28.00%

The Internal Funds Policy Manual provides specific guidelines regarding
credit card purchases from internal funds. Section VIIl, E.2(e) of the
Manual states, “Bookkeeper makes the appropriate journal entry into the
Skyward accounting system to record at the time of purchase using the
Accounts Payable account L2121 to encumber the funds in the proper
internal funds expense account.”

See our recommendation in the Recommendations section below.

Timeliness of Deposits
Of the 17 schools receiving “full” audits, 3 (17.65%) had multiple instances
of deposits that were not made in a timely manner.

This was a repeat comment from previous district-wide reports:
2014-2015 Percentage of Schools - 17.65%
2010-2011 Percentage of Schools - 17.85%
2009-2010 Percentage of Schools - 17.39%

Chapter 8, Section Ill, 1.4(c) of the State Board of Education Rules states,
“All money collected must be deposited intact to a depository as
frequently as feasible and as dictated by sound business practices. IN ANY
EVENT, FUNDS COLLECTED MUST BE DEPOSITED WITHIN FIVE (5)
WORKING DAYS AFTER RECEIPT.”

The Internal Funds Policy Manual, Section VI, C.1 states, “Funds collected
shall be deposited as frequently as feasible, preferably daily. In any event,
funds collected must be deposited within five (5) working days after
receipt. Under no circumstances shall funds be left on the school
premises except in a secure safe or vault. Any District employee who fails
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to remit funds each day shall be liable for any loss.”
See our recommendation in the Recommendations section below.

Fundraising Activities
Of the 17 schools receiving “full” audits, 5 (29.41%) had multiple instances
where Fundraiser Request/Reconciliation forms were not completed
properly:

e Forms were not utilized

e Forms were not completed improperly

e Qutdated forms were utilized

This was a repeat comment from previous district-wide reports:
2015-2016 Percentage of Schools - 20.00%
2013-2014 Percentage of Schools - 45.83%
2012-2013 Percentage of Schools - 22.22%

Chapter 8 Section Ill, 4.4 of the State Board of Education Rules states all
fundraisers shall be planned to finance a specific objective and have the
approval of the organization sponsor and the principal. In addition, the
principal shall maintain control over the activity. The requirements of the
rule are met through the proper completion of the Fundraising
Request/Reconciliation Form.

The Fundraising Guidelines Handbook approved by the School Board
explains the use of the Fundraising Request/Reconciliation Form. The
Handbook states, “Completing Section | of this form will document the
authorization of the fundraiser...At the conclusion of your fundraiser,
complete Section Il of the Fundraising Request/Reconciliation
Form...Review school internal funds reports to verify accuracy of postings
to your account...Evaluate the success of your fundraising activity.”

See our recommendation in the Recommendations section below.

Timely Reconciliation of Bank Statements
Of the 17 schools receiving “full” audits, 3 (17.65%) had multiple instances
of bank reconciliations not being completed in a timely manner.

The Internal Funds Policy Manual gives specific guidelines for the
completion of bank reconciliations. Section IX, E of the Manual states,
“Bank statements should be reconciled as soon as received, and
absolutely no later than the last day of the following month.”

See our recommendation in the Recommendations section below.
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Fundraising Log Sheet
Of the 17 schools receiving “full” audits, 6 (35.29%) had Fundraising Log
Sheets that were not completed properly:

e Fundraising Log Sheet was not utilized

e All fundraising events were not listed

e Exempt events were not identified

Effective with the 2016-17 school year, the District implemented utilizing
the Fundraising Log Sheet to document all fundraising activity and identify
the occurrence of exempted events.

See our recommendation in the Recommendations section below.

Other Matters

Our testing also indicated two matters that, while not serious enough to
rise to the level of audit findings, we feel should be brought to the
attention of District management.

Cheerleading Uniform Purchases

We noted that numerous schools purchase cheerleading uniforms on
behalf of students, with the amounts spent to be reimbursed by individual
students. This approach is, in essence, a loan from the school to each
student for which the uniforms are purchased.

We noted that collections of the “loans” were not timely, and in some
instances spanned several years. In addition, amounts became
uncollectible as students quit squads after receiving their uniforms and/or
transferred/graduated prior to paying their full obligation.

See our recommendation in the Recommendation section below.

District Budgeted Funds for Regular Operations

We noted that the schools’ District budgeted funds for regular operations
are not being spent. We noted that the remaining balances of District
budgeted funds ranged from $29.98 (0.21%) to $51,994.30 (94.80%).
While financial conservatism is encouraged, the District provides these
funds with the expectation that they be utilized for the current student
population.

See our recommendation in the Recommendations section below.
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Opinion

Recommendations

Our responsibility is to express an opinion on the compliance of the
transactions included in the accounts with the governing provisions of
Florida Statutes, State Board of Education rules, and policies and
procedures of the School Board, and to determine if the schools’ financial
records reconcile with corresponding bank statements and independent
bank confirmations. During our evaluation, we also assessed the
adequacy and effectiveness of the schools’ system of internal controls.

In our opinion, the majority of transactions included in the schools’
internal accounts where a full audit was performed were generally
consistent with applicable Florida Statutes, State Board of Education rules,
and policies and procedures of the School Board. In addition, we
determined the schools’ financial records reconcile with bank statements
and independent bank confirmations.

We determined the internal controls established by the District appear
comprehensive, adequate, and effective. During our audit, we did
become aware of matters that present opportunities for strengthening
internal controls, increasing operating efficiencies, and/or assuring
compliance with applicable laws, rules, regulations, policies and/or
procedures. These matters are communicated in the Detailed Results
section.

The District provides specialized training throughout the year, and issues
various reminders to secretaries and school finance specialists via e-mail.
We encourage the District to continue to provide this training, and to
include training specifically related to the following issues identified as
findings:

e Evidence of Receipt of Goods

e Utilizing L2121

e Timeliness of Deposits

e Fundraising Activities

e Timeliness of Bank Reconciliations

e Fundraising Log Sheets

Cheerleading Uniform Purchases

In an effort to assist the schools avoiding loaning funds to students, we
recommend the cheerleading coaches select an appropriate vendor,
determine what their “standard” uniforms should be, and allow parents
to purchase the uniforms directly from vendors.
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District Budgeted Funds for Regular Operations

In order to ensure faculty and students receive all necessary instructional
materials and supplies, we recommend that the schools monitor the
status of the spending of budgeted dollars, and consider ways that they
can efficiently spend their allocated amounts each year.
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Appendix A - Financial Information

AUDITED AUDITED
BEGINNING ENDING
BALANCE ADJUSTED BALANCE
7/1/2016 RECEIPTS DISBURSEMENTS 6/30/2017
Hellen Caro S 69,783.66 S 91,700.74 S 80,660.97 S 80,823.43
Jim Allen 7,924.31 53,242.12 49,364.54 11,801.89
Bellview 17,719.10 79,054.13 75,706.85 21,066.38
Bratt 28,656.05 93,719.49 90,822.31 31,553.23
Brentwood 16,817.57 19,184.87 17,251.18 18,751.26
N.B. Cook 77,151.92 94,110.70 106,781.10 64,481.52
Cordova Park 65,965.81 94,337.50 104,361.69 55,941.62
Ensley 25,630.82 70,145.48 70,595.96 25,180.34
Ferry Pass 11,093.20 32,727.61 29,954.48 13,866.33
Montclair 10,752.92 10,120.62 14,613.84 6,259.70
Myrtle Grove 28,297.75 30,563.58 37,632.34 21,228.99
Navy Point 41,710.80 21,387.44 19,543.56 43,554.68
Oakcrest 14,348.20 17,886.62 19,500.24 12,734.58
Pine Meadow 122,748.41 65,939.89 51,244.01 137,444.29
Pleasant Grove 46,998.64 37,606.74 36,734.71 47,870.67
Scenic Heights 30,016.49 43,012.49 61,522.51 11,506.47
0O.J. Semmes 9,179.02 8,546.54 7,532.22 10,193.34
Sherwood 17,290.21 33,170.76 35,040.77 15,420.20
A.K. Suter 31,779.31 41,880.65 48,389.30 25,270.66
Warrington 16,551.84 15,631.34 11,584.23 20,598.95
C.A. Weis 9,868.46 11,998.48 12,836.30 9,030.64
West Pensacola 31,818.79 18,919.32 19,539.85 31,198.26
Reinhardt Holm 30,523.42 21,568.41 21,182.62 30,909.21
Lincoln Park Primary 5,899.73 27,954.61 17,663.27 16,191.07
Longleaf 16,970.00 20,687.47 27,341.77 10,315.70
L.D. McArthur 52,475.54 147,416.97 143,410.35 56,482.16
Beulah 61,208.08 49,824.22 47,979.74 63,052.56
R.C. Lipscomb 96,062.35 117,753.84 102,091.38 111,724.81
Blue Angels 36,479.67 71,528.52 67,567.84 40,440.35
Molino Park 18,415.73 41,398.57 38,680.80 21,133.50
Global Learning Academy 8,367.44 53,461.31 51,213.12 10,615.63
TOTAL ELEMENTARY $ 1,058,505.24 $ 1,536,481.03 $ 1,518,343.85 $ 1,076,642.42
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Appendix A - Financial Information (Continued)

Bellview Middle
Ransom Middle
Escambia High

Ferry Pass Middle
Pensacola High

J.M. Tate High

Ernest Ward Middle
Warrington Middle
J.H. Workman Middle
Brown-Barge Middle
W.J. Woodham Middle
Pine Forest High

B.T. Washington High
James C. Bailey Middle
Northview High

West Florida Tech. High

TOTAL SECONDARY
McMillan Pre-K
George Stone

Escambia Westgate

TOTAL CENTERS

TOTAL ALL LOCATIONS

AUDITED AUDITED
BEGINNING ENDING
BALANCE ADJUSTED BALANCE
7/1/2016 RECEIPTS DISBURSEMENTS 6/30/2017

$ 4161927 S  44,08860 $ 53,631.33 $  32,076.54
64,987.37 241,101.92 253,295.76 52,793.53
173,073.85 341,749.84 294,490.41 220,333.28
84,575.53 94,159.41 99,228.92 79,506.02
84,756.94 508,467.03 511,147.82 82,076.15
350,228.21 760,517.56 692,352.51 418,393.26
69,876.71 82,380.05 86,069.16 66,187.60
8,719.96 36,318.18 34,150.17 10,887.97
47,811.67 82,352.48 89,657.85 40,506.30
58,599.35 115,817.25 110,615.44 63,801.16
31,480.46 70,538.22 69,346.30 32,672.38
147,437.07 347,815.51 301,333.71 193,918.87
262,101.24 630,107.60 648,933.87 243,274.97
149,593.39 163,155.51 159,692.64 153,056.26
116,316.67 294,817.57 288,927.40 122,206.84
135,337.66 831,009.98 767,383.24 198,964.40

$ 1,826,515.35 $ 4,644,396.71 $ 4,460,256.53  $ 2,010,655.53
$ 1,540.57 S 435936 S 4,056.63 $ 1,843.30
166,304.85 1,371,372.74 1,479,108.16 58,569.43
85,030.31 46,292.02 46,964.51 84,357.82

$ 252,875.73  $ 1,422,024.12 $ 1,530,129.30 $ 144,770.55
$ 3,137,896.32  $ 7,602,901.86 $ 7,508,729.68 $ 3,232,068.50
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Management Response

Memorandum

To: David Bryant
Director Internal Auditing

. o /ﬁ‘
From: Debbie Fussell "-j
Director Accounting Operations

Date: October 30, 2017

Subject: 2016-2017 District-Wide Report of School Internal Funds

The comments noted in the audit report are basic procedures that are covered
during training sessions offered to secretaries and bookkeepers throughout the
school year. The financial analyst meets with each school who receives audit
comments to discuss each finding and to assist the bookkeeper/secretary
resolve the issues. Furthermore, recent improvements in the worker's
compensation check writing process will provide the analyst with more time to
devote to schools on an individual basis. The district will continue to provide
training opportunities and individual assistance as needed to help schools
achieve compliance with the Internal Funds Policies and Procedures.

We appreciate your support and professionalism.

o5e
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