Activity Fund Audit Report:
Morehead Middle School

ASSURANCE  INSIGHT  OBJECTIVITY

Audit Plan Code: 18-02

The disbursement process followed by the campus should be improved in
order to comply with local guidelines.
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Abbreviations

CAM Campus Accounting Manual
CAP Corrective Action Plan
FASRG Financial Accountability System Resource Guide
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Background

Objective
and Scope

Methodology

According to the Campus Accounting Manual (CAM), “Activity funds are defined as funds consisting of monies received and
held by the school, as trustee, to be expended and invested in accordance with conditions of the trust. The principal is
responsible for the proper recording, collection, disbursement and safekeeping of all funds entrusted to his/her care.”

According to the Texas Education Agency’s Financial Accountability System Resource Guide (FASRG):

» Activity funds are defined as “funds accumulated from various school-approved money-raising activities and the receipt
of student dues or fees, commissions, investment interest and donations... to be used to promote the general welfare
of the school and the educational development and morale of all students.”

+ “Schools should be prepared to have their activity funds audited at least annually...The audits of activity funds are
commonly performed by an internal auditor if the school district has one. Activity funds are also subjected to audits by
external auditors on a test basis.”

The objective of the audit was to determine if activity funds at Morehead Middle School are properly handled, safeguarded,
deposited, and disbursed in accordance with the procedures outlined in the District's CAM and Board Policy. The scope of
the audit was activity fund transactions for the period of January 1, 2016 through December 31, 2016.

To achieve the objective, we:
1. Researched relevant local guidelines and procedures.

2. Obtained financial records from the campus.

3. Sent an internal control questionnaire (survey) to the financial clerk to obtain further insight about the campus business
activities handled by him/her.

4. Obtained and analyzed activity fund transactions from CIMS/AS400 for the scope period and selected a representative
sample based on our sampling procedures for each of the tests performed.

5. Tested supporting documentation for the sample of activity fund transactions obtained from CIMS/AS400 for
compliance with District policies and the CAM.
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Inherent Because of the inherent limitations in a system of internal controls, there is a risk that errors or irregularities occurred and

Limitations were not detected. Due professional care requires the internal auditor to conduct examinations and verifications to a
reasonable extent. Accordingly, an auditor is able to obtain reasonable, but not absolute, assurance that noncompliance or
irregularities do not exist.

CorreCtlve District management provided a Corrective Action Plan (CAP) outlining the activities to be implemented. The CAP appears
ACtion Plan to be sufficient to address the findings outlined in the report. Attached is the summary report.
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Findings by Section

Findings are inconsistencies, exceptions, or events where employees involved in the financial process departed from
District, state, or federal policies, guidelines, or procedures.

Sections Audited Audi T : No. of
: udit Objectives by Section o

(Unless Otherwise Noted) ! y Findings
Financial Analysis iiﬂ Determine whether the general fund balance and journal vouchers are in compliance with District guidelines. 9
Bank m Determine the accuracy and timeliness of the bank reconciliation and whether bank activity is in compliance with District guidelines. 3
D it Determine whether deposits are accurate, properly supported, documented, done timely, and recorded in the District's 7

eposits % CIMS/AS400 system.
. e Determine whether disbursements are accurate, properly supported, approved, documented, and recorded in the District's
]
Expenditures ) CIMS/AS400 system. 25
Fund Raising i%' Determine whether fund raisers are properly approved, accurate, and conducted in compliance with District guidelines. 3
SECTIONS WITH FINDINGS 5 OUT OF 5 TOTAL FINDINGS IN THIS REPORT
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Percentage of Findings by Section

Some findings in this area are:

Club with deficit balance, school's General Fund balance lower than
recommended, and journal vouchers prepared or posted incorrectly.

® Financial
Analysis

&:

Untimely bank reconciliation and bank reconciliation not completed
properly.

® Bank

Missing office receipts, receipts posted incorrectly, and cash
donations without proper documentation.

= Deposits

Expenditures made without proper approval(s), receiving of
good/services not fully documented, expense classified incorrectly,
and supporting documentation missing.

® Expenditures

<=

—

® Fund Raising

Fund raiser supporting documentation missing and fund raiser recap
prepared incorrectly.
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