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Schedule of Current Year Findings 

June 30, 2011 
 

Finding 2011-1 
 
Criteria  
 
Internal Control – Integrated Framework, published by the Committee of Sponsoring Organizations of 
the Treadway Commission (COSO) defines control activities as “policies and procedures that help ensure 
management directives are carried out.”  Control activities occur throughout an organization, at all levels 
and functions, and include a wide range of activities, such as authorizations, verifications, reconciliations, 
reviews of operating performance, security of assets, and segregation of duties.  To ensure control 
activities meet the objectives of management, supporting documentation for all such activities should be 
referred to or maintained with the financial documents.  Management review controls are defined as 
activities of a person different than the preparer analyzing and performing oversight of activities 
performed and is an integral part of any internal control structure. 
 
Condition 
  
We noted that the Director of Business and Finance does maintain a detailed spreadsheet that tracks the 
status of all construction projects, including bond bill authorized amount, appropriation for the project, 
and expenditures by quarter, with cumulative totals.   This spreadsheet includes the information necessary 
to prepare the Schedule of Construction Projects. 
 
However, we noted that the District’s formal management review control and reconciliation process in 
place for construction project activity does not include a review of the Schedule of Construction Projects 
to ensure that amounts presented in it exist, are completely and accurately stated, and properly reconcile 
to supporting documentation. 
 
Cause  
 
The District did not provide proper oversight regarding the review of amounts included in the Schedule of 
Construction Projects. 
 
Effect  
 
The Schedule of Construction Projects may be incomplete or report inaccurate amounts for construction 
project activity for the District. 
 
Recommendation  
 
We recommend that the District enhance existing internal control policies and procedures for construction 
projects by developing and implementing a formal management review control and reconciliation process 
for the Schedule of Construction Projects.  This process should include steps to ensure that amounts 
presented in the Schedule of Construction Projects exist, are completely and accurately stated, and 
properly reconcile to supporting documentation (i.e., bond bills, FSF reports, Director of Business and 
Finance’s detailed construction spreadsheet, etc.).  We further recommend that this process be 
documented in the District’s written policies and procedures. 
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District Response  
 
The District does have internal control policies and procedures for construction projects that ensure 
complete and accurate amounts are reported for all construction project activity.  
 
Numerous internal spreadsheets are maintained by the Bookkeeping Department and are reconciled 
quarterly by the Director of Business and Finance prior to completing the Quarterly Construction 
Management Report that is submitted to the OMB.  The District was not made aware that the Schedule of 
Construction Projects report must be included in the internal control policies and procedures. 
 
The District will enhance internal control policies and procedures for construction projects by including 
the reconciliation of the Schedule of Construction Projects report. 
 
Finding 2011-2 
 
Criteria  
 
The SCM, Section 2.0, Paragraph 7.2.1 states: 
 
“Submission of a Change Order must include the following documents:  Completed purchase order as 
applicable; local board of education minutes identifying and approving the changes; completed AIA 
document G701, and correspondence which gives a breakdown in materials mark-up and other 
expenses.” 
 
The BAM, issued by the OMB, Chapter 2, Section 2.4.3 states: 
 
“Paper files and additional supporting documentation for each individual project to be retained 
include…change orders, including any significant backup.” 
 
Condition 
  
In testing a sample of nine change orders totaling $32,886, we noted one change order for $348 related to 
W.B. Simpson Elementary School did not include a completed AIA document G701.  The AIA document 
that was attached to the change order did not include appropriate approval from the design architect for 
the changes. 
 
Cause  
 
The District did not comply with the documentation requirements in SCM, Section 2.0, Paragraph 7.2.1 
and the BAM, Chapter 2, Section 2.4.3. 
 
Effect  
 
The District is not in compliance with the requirements of the SCM and the BAM, as noted above. 
 
Recommendation  
 
We recommend that the District enhance their transaction review and approval process to ensure that all 
change orders have attached supporting documentation required by the SCM, Section 2.0, Paragraph 7.2.1 
and the BAM, Chapter 2, Section 2.4.3. 
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District Response  
 
The District agrees one of the five copies of a change order for $348 did not have the appropriate 
approval from the design architect.  The District will enhance the transaction review and approval process 
in place to ensure all five copies of each change order has the completed supporting documentation 
attached.  
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