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Audit of Department of Education’s Non-Appropriated Funds,
Interscholastic Sports Funds & Lost Textbook Funds

SUMMARY

The Office of the Public Auditor performed an audit of Depariment of Education™s
{DOE) Non-Appropriated Funds, Lnterscholastie Sports Funds ané Lost Textbook Funds.

Non-Appropriated Funds program {NAF)

This fund was created by Public Law 14-130 which states that all student activities
motey is all money raised with the approval of the Board by the efforts of the students, in
connection with any activities of student organizations, including without limiting the
generality of the foregoing, school supply, stores, clubs, athletic activities, school plays

Lost Texthook Fund or Lost Book Fund

This Fund was established by P.L. Law 16-85. The program basicalty states that funds
received by school as fines tor lost books shall be deposited in the Lost Book Fund. The
Board of Lducation may expend money from the Lost Book Fund to purchase new
texthocks or replace old or lost textbooks. The Board shall report to the Legislature no
later than June 30 of each year of the total amount of fines collected by the Department
and the income and disbursements trom the Lost Book Fund.

Interscholastic Sports Fund

This fund was established by the Guam Interscholastic Athletics Association (GIAA) in
August of 1994 under the jurisdiction of DOE’s Secondary Division. The organization is
responsible for implementing the policies and procedures for the DOE interscholastic
sports program. The purpose of the program is to stimulate interest in and support for the
development of interscholastic sports events.

The objectives of our audit within these three programs were 10 determine (1) the
propriety of handling non-appropriated student activities funds; {2) the adequacy of
internal control and record management; and {3) compliance with applicable statutes and
regulations within these programs.

We reviewed the Department’s mission, organization, operational policies and
procedures and record management for school years 1998 and 1999, Qur work was
performed from the period of April of 1998 to January 1999 for the NAF program as well
as for the Lost Textbook Fund and Interscholastic Sports Fund in accordance with



generally accepted government auditing standards. The fieldwork was performed at
DOE's business office and at twenty-five elementary scheols, seven middle schools and
four high schools.

Our audit disclosed that; schools failed to comply with applicable Public Laws and
poverning policies and procedures. We concluded that Department of Education failed to
comply with Public Laws and that the department must explain, based upon the audit
findings, the reasen for this non-compliance with procedures and the type of carrective
aclion necessary to address each finding.

Recommendations:
As a tesult of the NAF findings, the Office of the Public Auditor recommends the
following.

1. Under Section 11414 of PL. 14-130, all money committees for each school must
actively participate in all NAF programs by reviewing receipts and validating
expenditures to insure accountability and reasonableness within the program

5 Under Section 11416 section A in regards to bonding, we asked the Deputy
Comptrolier to explain why the bonding procedurcs are not implemented within the
system. DOE should take action to effect bonding and te ensure the safety of school
weasurers, administrators and other support staffs who share respansibilities to
account for NAF program itself.

Under Section 11416 section B all NAF programs receiving monies must 1ssue
receipts consistently in order to insure monies are documented and depesited 1n
cempliance with the board policy.

[} ]

4 Under Section 11416 section C, treasurer must maintain reasonable accounting
records for each NAF account and submit monthly reports to DOFE. business office.

5 nsure that school treasurer not commingle NAF funds with DEED monies by
having the principal review all NAF and DEED programs separately.

6. In each training session the instructor for the program must carefully explain the
importance of each NAF policy and procedure in detail from the handbook. Secondly,
the instructor must cite example or examples in order to give a clearer understandimg
of the program itself.

7 DOF should conduct a survey to address the needs of the school treasurers in regards
to Non-Appropriated Funds and assess its handbook of policies and procedures.

8, Update NAF policies and procedures.

9. Establish a written policy on internal controls regulating the Non-Appropriated
Student Activity Funds,



10.

11

12.

13,

14,

15.

16.

17.

19

20.

2L

For the schools that are late in resonciling, the Director should require an
explanation for the delay in reconciling and additionally require schools 1o
update their accounting records.

For the schools that have failed to reconcile at all, an explanation should be
provided for this finding. Secondly, the Director should take immediate action
to have the comptrolier promptly address this matter and determing the

true financial picture for each of these school problems.

DOE business office take part in reviewing the NAT records in a consistent
TMANIET.

DOE business office should scrutimze schools that have questioned costs on the
NAYF Programs te insure monics are fully accounled for,

Under the performance of audits, DOE should ascertain and explain why no
formal reports were (ssued despite the financial affairs administrator’s
indicatien that they did perform audats.

Hire s1aff auditors 1o perform this necessary function as done previeusly. The staff
auditors then must comply with penerally accepted accounting principals and
eenerally accepted auditing standards.

DOE director should immediately address imegularities in all schools with
questioned costs stated in this audit report where monies were not properly
deposited, and checks returned for insufficient funds.

Establish writien policies and procedures for handling cash transactions
for Lost Book Funds.

. Have schoo! principals and school treasurer verify all depository cash

Collections in order to prevent commingling of Lost Book Funds with School Lunch
collections.

DOE business office consistently reconeile all accounting records of Lost Book
Cash Collections versus School Lunch Collections.

Establish written policies and procedures for the Interscholastic
Sports Program in order to have accountability in their internal control
s¥stem.

Establish a comprehensive system of accountability in the interscholastic sports
program for assigned personnel to justify stipend pavments to include time sheets
with supervisory acknowledgement, and specifics of work activity.



22 Have the Athletic Director and school principal (in that manner) sign all
Interscholastic Sports Program (15P) contractual obligations int arder to validate
contracts and propricty of stipend payrments.

23.  Establish proper preservation practice within ISP of minutes of meetings, official
records, including transcripts, and tape records in order to provide a record of all
issues discussed and decisions made.

24. Properly initiate communication to all school administrators and interested
parties within ISP in order for all concerned participants be aware of any changes
ar new cvents within the program itseif.

25 Hawve DOE business oflice account for all cash transactions made from the
Interscholastic Sperts Program.



OFFICE OF THE PUBLIC AUDITOR
UFISINAN [ ADITOT PUPFBLEKO
GOVERNMENT OF GUAM
P.O. BOX 23667, zMF, Barrigada, Guam 965321
{1208 East Sunset Boulevard, Tivan)

(6713 475-039340394/0395 - FAX: (671) 472-795]1

February 16, 2000

The Governor of Guam

Speaker of the Guam Legislature
Presiding Judge of the Superior
Court of Guam

Agana, Guam 96910

Dear Governor, Speaker and Presiding Judge:

Pursuant to the Guam Code Annotated Fitle 1 Chapter 19, Section 1909, as amended by P.L.
25-42, the Office of the Public Avditor submits its report concerning the management avdit
of the Department of Education for fiscal years 1998 — 1999, This report consists of
introduction, findings, and recommendations.

———

AL Soﬁn‘y Shelton
Acting Public Auditor

Enclosure
OPA-04-99
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INTRODUCTION

BACKGROUND

The Department of Education (DOE) was created under Tille 17 of the Cruam Code
Annotated Tt was amended by Public Law 13-56 and later, reenacted by P.1. 22-42. The
Department of Lducation is tasked with the responsibility for providing an educational
system for the island of Guam 1t is admimistered through the Territorial Board of
Education (the Board) which shall be the governing and policy-making body of the
Department. On March 25, 1999 Public l.aw No. 25-13 was passed The law dissolved
the Territorial Board and director and placed DOE temporarily under the purview of *1
Maga lahen Guahan, the Governor

With purview over DOE, the Governor shall
a) Establish the critenia for the qualifications of, select. and hire a Director and Deputy
Dyirector 1o marage the department:

by Establish polices to provide a safe and healthful environment in all premises under its
control and used for the education of students,

c) Establish instructional priveitics consistent with the needs ol the students. their
community and the cconomy,

dy Govern policies of sruder discipline and control,
] Establish and promete an efficient and effective nutritional meal SCIVICE PIOLIam.
B Govern policies of extracurricular and interscholastic activities.

a} Lstablish and approve rules and regulations tor the admunistrarion of the Depariment
which are consistent with sound business pringiples of management and government
wide rules and regulations,

by Prepare and develop an annual budget to fund the Department's operations, and
submit t0 the Legislature tor approval,

' Review Depantmentat  personnel  policies and  make appropriate  changes in
compliance witk Civil Service Commission by-laws.

11 Have the Director review all annual audits of all personnel emploved by the
department,



k) Establish and update programs for the construction, renovation and maintenance of all
educational buildings and facilities in order to meet the demands of the educational

SySTEm:

1) Establish and subrmit to the Legislature the annual schoal calender, that includes the
instructional days, teacher workdays and other educational activities,

m) Establish pilob year school programs 10 determine the feasibility of implementing a
program on an island-wide basis,

n} Establish special funds, which are derived from schoal fund raising activities and
approved by school administration.

To ensure the Department of Fducation is in compliance with the statutes mandated
under P1. 15 - 56 and P1.22-42, an audit was 1equested by the Director of the
Department of Education. The focal areas requested in the audit are comprised of the
fallowing

1. Non-Appropriated Funds

[§. Interschobastic Sports Funds

I1T. Lost Texthook Funds

I. Non-Appropriated Funds

The non-appropriated student activity funds were pstablished by Public Law 14-130 (0
resulate student activities money and for other purposes The regalations arc as follows

1 Sgction 11413 Student Activities Money
Swdent activities money is all money raised with the approval of the Buoard hy the ciforts
of the studem. in connection with any activities of student orgamizations, including
without limiting the generality of the foregong, school supply, stores, clubs, athletic
activiies.  school plays, commissions from vending machines and other  student
cntertainment and yearbuaoxs

2 Section 1131d Comunittee

{a} There shall be established & Srudent Activities Money Committee within each school
which shall oversee the receipts and expenditures of the student activities money and
shall make final approval of all expeoditures n excess of One Hundred Dollars {5100}
from the Student Activities Fund
(b} Membership on the Student Activities Money Cotmittee shall be the following.

(1) Principal of the school senving as Chairman,

(21 One facuby stall member designated by the school faculty, and



{3) Student hody president, student body treasurer. or a stadent body member.

3. Section 11415 Student Activities Fund

The Student Activities Money Committee of any school having student activities money
shall open a checking account and/or savings account In a commercial bank of savings
and loan association an Cruam in an account designated as the sehool student

activities fund of the school opening the account.

4 Section L1416 Student Activities Treasurer, Audit,

(a] The Student Activitics Money Committee of any school having student activitics
money shall appoint a student activities treasurer of that particular school tach student
activities treasurer shall be bonded in accordance with standard government of Ciuam

procedures

{b) Any student organization that raises money shall promptly deliver such money to the
student activities treasurer who shall, forthwith, give that student activity a receipt
therefore, and promptly deposit the money in the Student Activities Fund of such school
Disbursements from the Student Activities Fund shall be made only for the purpose lor
which the fund was established or other purposes which the student organization raising
the tund may determine Al expenditures of student activitres money shall be for the
erhancement of student educational or social welfare as approved by regulations of the
student orzanization and approved by the Board Disbursements of funds shall be made
by the student activities treasurer as requested in writing by the student orgamzation
advisor and ticasurer  The student activities treasurer and the principal of the school
shall siun all withdrawals drawn agamst the Student Activities Fund, provided that no
checks or withdrawals may be drawn against the Seudent Actvity Fund without
dishursermnent Tequest signed by the student Oorganization agvisor and treasurer

(¢} The studer activity treasurer shall maintain accounts showing the balances due
respective student organizations and shall maintain an accurate record of alt deposits and
expenditures from the Student Activities Fund and shall prepare a monthly financial
statement report Copies of this report shall be given 1o the Thrector of Education,
pracipal and student activities sponsor The records of the student activities freasurer
shall be open to inspection at reasonable times by faculty advisors and officers of the
siudent orgamzations concerned. Such records shall be maintained by the swudent activity
rreasurer in accordance with such rules and repulations as mas be established by the
Board ot Education

(d1 Each studemt activity fund shall be audited as often as reguired and at least annualky
v the Bureau of Budget and Management Research in cooperation with the Department
of Tducativn Fiseal Office and a4 copy of the audit shalt be filed with the Student
Activitics Money Committee and the Board



OBJECTIVE AND SCOPE

The objectives of our audit were to determine (1) the propriety of handling non-
appropriated student activities funds, (2) the adequacy of internal control and record
management; and (3} compliance with applicable statutes and regulations under Public
Law 14-130 and established Board Policy

We reviewed the department s mission, erganization, operational policies and
procedures and record management for school years 1998 and 1999

Our work was performed from the period of Apnl of 1998 to January 1999 in accordance
with generally accepled government audiling standards Accordingly, we included such
test of records, and other auditing procedures that were considered fecessary under the
carcumstances

Our fieldwork was performed at the Department of Education’s business office and at
twenty-five elementary schools, seven middle schools and four high schools

PRIOR AUDIT COVERAGE

I'he Public Auditor has issued no prior audit reports on DOE. The Bureau of Budget and
Management Research's (BBMR} Internal Andit Division has been issuing aodit reports
on non-appropriated funds However, those audits were performed on a select number of
cchoals and did not cover the entire educational system throughout the years.

NON-APPROPRIATED STUDENT ACTIVITY HANDBOOK

UPDATE NON-APPROPRIATED FUNDS POLICIES AND PROCEDURES

The smdent activity handbook was established and jssued o June of 1988 and was
officially approved by the Board of Education As of school vear 1999, the student
activity handbook has remained unchanged. As a result. the handbook does not reflect
current policies and procedures changes mandated under P.L. 14-130 which were issued
o June 17. 1988 Through our audit, the following inconsistencies were revealed:

| Based on audit interviews with school treasurers. there is a prevalent claim that the
NAF handbuoh is confusing. School administrators have requested to have the
handbaok simphfied.

1.y

Ve noted that during our audit interviews and material source referencing, many
reproduced handbooks issued by DO business office had missing pages. Thercfore,
school treasurers may have lacked necessary documents and guidance to complete
their aceounting records



FINDINGS AND RECOMMENDATIONS

The Department of Education (DOE) is responsible for regulating the non-appropriated

funds and ensuriny that student funds are properly accounted for. For the department to
achieve this. it is important that it comply with the Non-Appropriated Funds Policies and
Procedures under Public Law 14-130. In this section we examined the managerial
operations of the department fo determine whether it has accomplished its defined goals

and olyjectives.

SUMMARY OF FINDINGS

‘The Department of Education is responsible for delivering the overall educational system
on the island The responsibifity is a tremendous undertaking with over thirty-twa
elementary and sccondary schools requining direction and leadership With the highest
recorded expenditures in the entire Government of Cruam operations, it 15 incumbent on
DOE to provide leadership needed 1o implement sound management and business

practices

The objective of the audil was to deternune i the department is In compliance with the
applicable statutes and regulations under Public Law 14-130 and established policy
Based on procedures performed in the audit. the following is a summary of the findings

revealed

| Under Section L1414 of PI. 13-130 regarding student activities money commitiec,

we found the following schools failed to comply with this regulation. Agana Heights,
L B Johnsen, M U Lwan. P C. Lujan, Price. € L. Taitano, Talofofo, Tamuntng.
Mt Sanra Rosa. Dededo. Agueds Johnson, Southern Uigh, Simon Sanchez and
George Washington The money commutiecs aof these schools did not review receipts
and expenditures of any NAF wansactions They were INCONAIStENt in evaluanng
expenditures in excess of one hundred dollats (5100) from the Studenr Actinalies
Fund

1 Section 11416 subsection A requires that, “school treasurer shall be bonded &
According to DOR Deputy comptrolier, this procedure has never been a standard

practice at all.

3 Section 11416, subsection BB requires that “student oreanizations that raises

such money shall deliver it to the student activities rreasurer who shall, forthwith,
give thai siudent activily a receipt.” Inour analysis schools such as Agana Heights.
Talofofo. Dededo. Agueda Johnson, Southern High, Mt. Santa Rosa, hM.A LUlloa,
UPI, $imon Sanchez, George Washington. faited to comply with this section These
schools that failed to reconcile in a fairly consistent manner disclosed that school
(reasurer did not issue receipts for momes received

4 Section 11416 subsection € requires that “the treasurer shall maintain accounis
showing the balances duc. shall mamtain accurate records, prepare monthly

]
N
'
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financial statement report and copies be given to Director of Education.” Based upon
a statement made by the financial administrator all NAF responses and reports from

411 schools are handled by bustness office in which she, herself reviews and conducts
snapshot NAF audits The results were that, schools such as Southern High, GW
High, Simon Sanches, and Dededo Middle school failed 1o submit copies of the
monthly NAF report We took note of this during our audit, and our 1est disclosed that
cchools listed did not reconcile NAY records or submit any financiat report Therefore
the schools failed fa comply with Section 11416 subsection C of P1. 14-130.

$chools. such as P C. Lujan and C L Taitano. imptementing the DELD program have
commingled proaram funds (federal momes) with DOE's non-appropriated student
activity funds

The Nepartment of Education is not providing the adequate training needed to school
administrators and personnel bandling the NAF program to meet and satisfy the
requirements of Non-Appropriated Student Activity Funds - Upon our observation

of the NAF traiming elasses. we noted that the financial administratar failed 1o, &)
explam in detall the importance of the NAF handbook, and by cite examples in order
(o give a clearer picture of what documents to use Lastly, the session ¢) did not
explain the impact of failures to comply with regulations

Recommendatipns:

s a result of the audit. the Office of the Public Auditor recommends the following.

1.2

[N ]

Ja

Under Sccrion 11414 of PL. 14-130. all money comnuttees tor gach school must
actively participate in all NAD programs by reviewing receipts and validating
expenditures to insure accountability and reasonableness within the program.

Under Section L1416 sechion A i regards o bonding. we asked the Deputy
Comptroller to explain why the bonding procedures are no implemented within the
svstern Secandlv, DOE should take action 10 cffect bonding and to ensure the safety
of schuol treasurers. administrators and ather support staff who share responsibilities
o account for NAF program itselt.

Under Seclion 11416 section B all NAF programs recciving monies must issue
receipts consistently in order to insure monies are documenzed and deposited in

comthance with the board policy

Under Seciion 11416 section €, treasurer must maintain reasonable accounting
records for cach NAF account and submit monthly reports to DOE business otfice

Insure thar schoul treasurer not commingle NAF funds with DEED monies by
haviny the principal review all NAF and DEED programs separately

-1



# In each training session the instructor for the program must carefully explain the
importance of each NAF policy and procedure in detail from the handbook Secondly.
the instructor must cite example or examples in order to give a clearer understanding
of the program tself

7 DOE should conduct a survey to address the needs of the school treasurers in regards
to Non-Appropriated Funds and assess its handbook of policies and procedures

INTERNAL CONTROL SYSTEN]

RF - FSTABLISHMENT OF THE INTERNAL CONTROL SYSTEM

An objective of our review was (o determine if the system of internal accounting and
administrative contral used by the Department of Education provides a reasonable
assurance that such a system would safeguard asscts, check the accuracy and relizhility of
accounting data, promote operational efficiency. and encourage adherence to prescribed
manazement policies

Accordingly. we have reviewed the internal accounting and admimistrative contal. and
cxamined the procedures that arc relevant to the Non-Appropriated Student Activities
Fund

Through our audil. we noted that the [Department of Education lacked internal control in
handling the Non-Appropiiated Student Activity Funds. From our tests of transactions
from each of the schools audited, the tollowing findings are disclosed

1 The total reconciled non-appropriated funds segregated by elementary. middle and
high schiools are as follows

.....

Elementary Schools

Astumbo 52,733.88 1/99 249516 1489 23872
Chief Bradie 1144995 1/89 10.877.64 1/949 §72.35
Carbullido 3029040 1799 g 230 69 1749 59.71
Fimegayan 535 54B.65 1/88 35,245.74 1799 20081
Hamman Loop 51569371 1/9% £15,688.71 1199 a.ao
In#rajan 56.714,84 /08 S5.714.84 199 0.00

L.B. Johnson $6,312.50 1198 664777 159 -335.27



M.LU. Lujan 50,337.75
Merizo f F.Gi. Sanchez 5141998
Ordot f Chalan Pago 526 108.02
Price 530,853 69
Marcial Saklan 5216340
J.0. San Miguel 16448.31
C. L. Taitano 510,007 .86
Tamuning 511.928.83
J.P. Tarres 55.004.02
H.5 Truman 38.218.52
Wettengel 55,524 95
Yigo 58 917.40
Total NAF for $233.080.66
Elementary Schoaols

MIDDLE SCHOOLS

tnarajan Middle 326,463 .21
F.B. Leon Guerrero 587,050,723
Oceanview £10.59507
Fiti Middle 526.772.66
L.F. Untalan £34.971.30
Total NAF for Middle $1%4,853.26

Schools

HIGH SCHOOLS

John F. Kennedy 324819504
Total MNAF for High $249 195,04
Schools

GRAND TOTAL $677.128.95

1/29
2i83
1/2%9
1/99
1/99
1/99
1499
1/8%9
1/89
1459
1/99

11499

t/ag
199
1/99
1/99

1/99

1/899

7.B92. 78
31.415.98
2540022
7.08497
2,156.40
16,583,843
7.095.98
31192883
55,004.02
B.122.04

5592495

£8.917.40

$225,344.89

526,463.21
$87.050.72
$19.585.07
526,772.86

34 .971.3%

54104 8BE3.26

5249195

$249,195.04

669,393.19

1199

2H84

1/9%

1/99

1199

1199

1199

148

1749

129

1/99

1/99

1190
1799
1199
1/98

1799

1/98

1.444.97
0.0
707.80
278872
7.00
-137.52
2.011.8%
0.00
0.00

96 .48

87,735.77

0.00

0.09

$7.735.77



2 We noted that there

as follows,
SCHOOL:

Agana Heights
Talofofo

Dededo

Agueda Johnson
Southern High

Subtatal

52384510

50 840 27
543 B23. 74
551.187.87

5B9.478 97

$218,284.95

were schools thal were not Current in

[ TS

o A g

b & G

BETTT YT e Rt

il B G g e e g

H: RSN BCR: s o

2 - gy
iE §><o:<-<>++§_<;-;gﬂﬁf-mm.vw
LTSN I S TR
SRR LRI sy var ALY

1414599 9,078 82
112939 9,434 .40
1130499 524,592 84
1130198 44 23576

T/30:80 541.117.45

$428,464.214
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their reconciliation. They are
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14 868,28
414 87
1922386
6.852.11

54836152

$83 B20.654

T We noted that there were schools that failed to recencile for a period of one year. The

~following were,

M

M.A. Ulloa

LR

Simon Sanchez
George Washington

Subtotal

$57.743.08
$11.917.80

$115.538.84
$154.682.45

3340.659.22

/99 0.00
1194 0.00
1/99 0.00
195 000

0.00

57,743.08

11.917.80
115,538 84
154,582 45

£3401 689 22

1 Vrom the total pumber of schools audited, the following schools revealed patential

loss of momes

Elementary Schools

a) PC Lujan - Desmte an existing bank statement balance, there was no accepted
standard of accountability found. Official receipts for funds document the monies
received. however, there are o records to determing i deposits were made or
recorded in the ledeers in the last two years. The school administrator has
requested assistance from Guam Police Department for further investigation. The

case is still pending.

T
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1/31/99 272404 10/98 4.472.

by CL laitano - A finzncial audit conducted by the DOE business office disclosed
monies misused for personal payments of an individual's power bills and other
personal expenses approximating $6.000  No action by DOE has been made 1o
recover the monies inappropriately used. Although. the DOF. audit acknowledged
the problems encountered with the school treasurer, the audiy, however, failled to
disclose any findings with reference to the administrator’s roleiresponsibality in
the matter. Under Non-Appropriated Student Activity policies and procedures
schoo! administrators have ultimate responstbility for managing the program.

¢} M.A. UGlloa -Upon our interview with the school principal. she staied that there 1s
poor accountability with the school’s NAF. The man reason 15 that the school
treasurer lacked adequate technical knowledge in the subject of NAF Therefore,
the principal had suspended the NAF recordkeeping until [urther notice Also, the
school principal made a request to DOT business office to hre a qualified
individual o handle the NAF. No formal respense was received (o address the
probler.

d} Yigo Elemengary — Despite an existing balance, the school had never properly
recenciled in previous vears. Their procedure was to simply close the old account
and open a new one. The end result was that. monies in the amount of
approximately $12.000. as identified by the school. are still unaccounted for
Based upon the school principal’s response, the marter was brought to the
attention of the business office. Currently, the matter is still pending The
principal made a follow up. but no action was taken to recover the money As of
Tanuary 1999 OPA inguired of DOE's busincss office and its legal counsel to
determine the status of missing monies They responded that they were not aware
ol the situation

Middle schoals

41 Dededa Middle School - We noted that the school did not reconetle from May
of 1998 1o January 1999, The results were $27 456 37 warth of cash receipts and
collections as identified by the audit procedures not recorded wn the ledzers and
nol filed in the proper NAF folders. Secondly, the school overspent NAF monies
thus resulting in delicit balances for the Tousism sccount in the amount of
$5 #0406 and the yearbook program in the amount of 32.833 40, Our abservation
also disciosed that the schuol had a very poor internal control system Access was
open to personnel files and non-governmental files, Hank checks. and all NAF
activity leduers. There was no security system administered for this program
tastly, the school principal did not approve the NAF financial report for January
1599
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High Schools

a}

b}

George Washington High School - The school has not reconciled their
accounting records since school year 1995 The NAF program has never boen
audited Therefore, OPA  independently assisted the school treasurer in
reconciling the account Bascd on this effort, it was disclosed that an approximate
amount of $47.947.34 of receipts for cash and check collections were not
consistent with actual deposits.

simon Sanchez High School - For Simon Sanchez High Scheol, we noted the
following

Finding 1. The school has not accounted for the NAF program since school year
1996 OPA independently assisted the school treasurer in reconciling
the program. Based upon the results, it was disclosed that a total of
approximately $103,856 99 of cash and check collections was not
deposited praperly on ume

Finding 2. Between April 29, 1996 to June 20, 1996, there were ninety {90}
checks totaling $17.744 89 that were returned for insufficient funds
School management indicated thar these high volumes of insufficient
checks were not brought to their attention.

Finding 3. NAF checks unaccounted for There were a total of 263 NAF checks
unaccounted for during April & 1995 10 April 20, 1999 Our of the
263 checks, 232 were regular checks, 18 were voided checks and L3
were temporary checks.

Aany of the schools” non-appropriated funds are not properly being reconciled
The followine is & list of schools that have not reconciled their student ackivity
accounts They are

]

Elementary schools: Lasi Date Reconciled
a) Auana Haights Qa8

hy P.C Luan 10/9R

o O Tatan [ A0

d1 Talatofu Q98

+ eohedules did not refleet the actoal accounts balances.

Middle Schools: Last Date Heconciled
a) Dededo 5/08
) Amueda Johnson Q98




Il High Schools:

a}  Southern High 4198
by Gearge Washington 10796
¢) Simon Sanchez a2

Recommendation:
Resulting from the audit, the OPA recommends to DOE's Director and comptroller the

tollowing:

I. Update NAF policies and procedures

2 Istablish a written policy on internal controls rezulating the Non-Appropriated
Student Activity Funds

1 For the schools that are Jate in recongiling, the Director should require an
explanation for the delay in reconciling and require schools to update

thelr accounting records.

4 Far the schools that have failed to reconcile at all. an explanation should be
provided for this finding Secondly, the Director should take immediate acton (o
have the comprroller promptly address this marter and determing the true financial
picture for each of these school problems

S The DOE business office take part in reviewing the NAF records in a consistent
MANMLT.

6 DOE business office shauld scrutinize schoaols that have questioned costs on the
NAl Programs to insure monies are fully accounted for

PERFORMANCE OF AUDITS

LAL K OF PERFORMANCE OF AUDITS

Under the guidelines of handling of the NAF student activities fund, ** a [linancial and
compliance audit shall be performed anytime upon the direction of the Assistant
Supetintendent. Financial Affairs with the approval of the Superintendent of Education "
The financial affairs office has stated that thev did perform audits far selected schools
However. we noted that standards {or their audits did not cotply with generally accepted
auditing standards

=l



Through our audit, the following findings are disclosed:

]

Of thirty-six schools audited by DOE financial affairs, no official audit reports have
heen issued for school year 1998, Although DOE conducted indisidual inyvestigations
an scveral of the schools, no official reports have been issued

According to NAF policies, “the school principal is fully responsible for
administering  Non-Appropriated funds” ‘The audit performed by DOE business
affice on Simon Sanchez High School disclosed the school treasurer failed to comply
with the NAF policy. No findings or concerns from the school principal were
provided and school principal was not held accountable for any discrepancy. OPA has
requested a copy of the report but no official report was issued. All thal exists is a
memao from the financial administrator to the schoel principal

Recommendations:

Resulting from the ahove findings, Office of the Public Auditer recommends to the DOE
Director and comptroller the following

]

—d

\'nder the performance of audits, DOE should ascertain and explain why no formal
reports were issued despite the financial alfairs administrator’s indication that they

did perform audsts.

Hire staff auditors 10 perform this necessary function as done previeusly The seall
auditors then must comply with generally accepted accounting principals and
acnerally accepted auditing standards

DOI: director and comptroller should immediately address irregulanties in all schools
with questioned costs stated in this audit report wherc momes were ot properly
deposited. and checks returned tor insufficient fiinds.



LOST BOOK FLUND

BACKGROUND

The | ost Texthook Fund or the Lost Book Fund was established by P.L- 16-85 and

took eifect on October 1, 1982  The public law basically states that funds received by
schaols as fines for lost books shall be depasited in the Lost Book Fund. It shall be
separate from other funds of the Government. The Board of Education may expend
money from the Lost Book Fund o purchase new textbooks and replace old

ot last textbooks, The Board shall report to the Legislature no later than June 30

of each year of the total amount of fings collected by the Department and the income

and distursements from the Lost Book Fund

OBJECTIVE AND SCOPE

The objectives of our audil were to, {1} review, test, and repart on the propriety of the
handling of l.ost Book Funds: {2} review, test and report on the adequacy of internal
control and record management and {3) test compliance with Public i.aw 16-85 and
Board Policy.

We reviewed the department’'s mission, organization, operational policies and
procedures and record management for school vears 1997 and 1998,

Our work was performed fram March 1998 1o August 1998 in accordance with generally
accepted government auditing standards. Accordingly. we included such test of records.
and uther auditing procedures that were considered necessary under the cireuntstances.

Our fieldwork was performed at the Department of Education’s business office and at
ali clementary and secondary schools

PRIOR AUDIT COYERAGE

The Public Auditor has issued no prior audit reports for this program.

FINDINGS AND RECOMMENDATIONS

The Department of Education (DOE) is responsible for regulating the Lest Book

Funds and ensuring that said finds are properly documented and spent DOE must be in
comptiance with Public Law 16-85 on Lost Textbook Tunds policies and procedures. In
this section we cxamined the management of the depantment on whether it has

accomplished its defined goals and objectives

Sl



SUMMARY QF FINDINGS

Based upon ouwr audit of the test of transactions, observations and interviews, the
following findings are disclosed.

Y

4)

The Department of Education did not have any formal internal control policy
and procedure to comply with for lost textbook funds. The only procedure
in place was the accounting for cash and field receipts.

Our test disclosed that schoo! field reccipts did not have written revenue account
numbers 10 reference the lost book account. School lunch monies are submitted to
the business office together with lost book collections. The potennial exists for DOE
husiness office staff to commingle lost book collections as schoel lunch momnes

Whilc DOE business oilice did reconcile school lunch program accounts and lost
roxthook accounts, the end results may have been a potential misstatement of
revenues for the school lunch program and for the lost book account

Based upon our review, Piti Middle School is the only school found that segrepated
the monics for lost book funds and schoo! lunch monies

RECOMMENDATIONS:

As a result of the audit. OMce of the Public Auditor recommends o the Director and
Deputy Comptroller the following.

L

18]

[

DOE ¢stablish written policies and procedures for handling cash transactions {or Lost
Book Funds

lave school principals and school treasarer venfy all depasitory cash collections
in order to prevent comuningling of Lost Book Funds with School Lunch callections.

NOFE business office consistently reconcile all accounting records of Lost Book
Cash Collections versus School Lunch Collections



INTERSCHOLASTIC SPORTS FUND

BACKGROUND

The Interscholastic Sports Fuad was created by the Guam Interscholastic Athletics
Association in August of 1994 and was amended on May 4. 1996 The Guam
Interscholastic Athletics Association or GIAA is ar organization under Department of
Jiducation Secondary Division It is sesponsible for implementmy the policies and
procedures for the DOE  interscholastic  sperts  program. However, the overall
managzement and internal centrols of the program will be monitored by the Department of
Education’s business office.

The purposes of this program are as follows’

13 To stimulate interest in and support for the development of interscholastic sports
veEnrs

7y To adopt policies formulated by the Board of Control regulating the eligibility of
schools participating in interscholastic activines spansored by GIAA,

31 To protect the students and member schools from exploitation by special interest
Pressure Zroups

4} Foster between individual students and member schools pride 1n academic
achievement as a foundation for a well-balanced activity program

OBJECTIVE AND SCOPE

The objectives of our audit were to. (1) review, test. and report on the propriety of
handling Interscholastic Sports Funds, (2) revicw, test and report on the adequacy of
internal control and record management and (3) test compliance with the Guatm
Interscholastic Athletics Association policies and procedures

We reviewed the program’s mission, its ecganization, aperational policies and
procedurcs and record managenent for school year 1998

Our work was performed fram March 1998 (o August 1998 in accordance with generally
accepted government auditing standards. Accordingly, we included such test of records,

and other auditing procedures that were considered necessary under the circumstances.

Out fieldwork was performed at the Department of Education’s business olfice, at
all secondary schools, and the interscholastic sports office.
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PRIOR AUDIT COVERAGE

The Public Auditor has issued no prior audit reports for this particular program.

FINBINGS AND RECOMMENDATIONS

The Department of Education (DOE) is responsible for regulating the Interscholastic
Sports Funds and ensuning that the smd funds are property documented and spent DOE
must be in compliance with Title 17 of the Guam Code Annotaed under the
Interscholastic Sports Fund Funds policies and procedures. In this section we have
examined the sports program and its overall operations to determine whether the program
itself has accomplished its defined goals and objectives

SUMMARY OF FINDINGS

Based upen our test of transactions, observations and interviews, we noted that the
program had oaly general policies and procedures  Our observations and tests were to
determine  whether the department accomptlished its  defined ooals and objectives
efficiently and cffectively on DOE’s management system.

The results were as folluws
13 The Interscholastic Sports Pragram {I5P) did not have any wniten internal control
policy and procedure The source document used 15 the GIAA constitution and by-

Lawes,

2}, Participants of the sports progra such as head coaches, assistant coaches and
spOTTs trainers are being paid by contractual stipends without proper supporting
documents such as Lime sheets in order to justify their work performance

3). Under the basic contractual statutes and by-laws, all employment contracts from the
ISP must be approved by the Sports Program Coordinator (SPC). However, we noted
that not all contracts were verified properly and authorized. Yet ISP personne] were

allowed (o be paid

4} Stipend contracts are not uniform  Most ol the high schoots have designed their
contract format without the approval of the ISP Coordinator and the Director of

Education

3} SPC lacked proper accountability of cash collections in the Tivan Gym The
Sports facility does not have an accounting system 10 account for cash collections.
Also due to lack of security system. monies were stolen at numerous times from

the cash register
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6) Minutes of meetings from the Interscholastic Sports Program are not fully
documented We noted that tapes of minutes of meetings were missing The ISP
Coordinator could not disclose the status of the tapes of the meetings simply because
they are missing Also the ISP Coordinator does nat docunient the meetings in a
transcript lorm

7y There is a lack ol communication between the ISP Coordmater and school
administrators. Proper communication is necessary in order for all parties to keep
abreast with curreat policy

RECOMMENDATIONS:

Based on the results of the audit, OPA recommends to the Director, comptroller and
Interscholastic Sports Coordinator the following.

1 Lstabiish written policies and procedures for the Interscholastic Sports
Program in order to have accountability in their internal control system

[ ]

Istablish a comprehensive system of accountability for assigned personnel to justify
stipend payments 1o include time sheets with supervisory acknowledgement, and
specilics of wark activity

a

3 Have the Athletic Director and school principal (in that manner) sign all contractual
ohligations in order to validare contracls and proprieiy of snpend payments.

4 Establish proper preservation practice of minutes of meetings, oilicial records,
including transcripts. and tape records in order to provide a record of all 1ssues
discussed and decisions made.

5 Properly initiate communication to ali school administrators and interested parties in
order for all concerned participants be aware of any changes or new events within
the program itself.

& Have DOE business office account for all cash transactions made from the
Interscholastic Sports Program

- 15 -



RESPONSE OF THE AFFECTED AGENCY

Despite being given several opportunities for response 10 initial draft audit, as is OPA’s
general audit practice, the Depariment of Education did not respond to the draft repornt
with the exception of George Washington High Schoot who had submiited ther audit
responses indicating corrective action to be implemented in addressing the auditor’s

recommendations.
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OFFICE OF THE PUBLIC AUDITOR
UFISINAN 1 ADITOT PUPBLEKO
GOVERNMENT OF GUAM
P.0. BOX 23667, GMF, Barnigads, Guam %6911
{1204 East Sunset Boulevard, Tiyan)

{671} 475-0393/0394/0395 - FAX: (671} 472.7951

ROBERT G.P. CRUZ
PUBLIC ALDITOR

Mr. Roland L.G. Taimanglo

Director
Department of Education
P O Box DE

Agana, Guam

Subject Management Audit of Interscholastic ports Program,
Student (Non-Appropriated) Funds; and ete..

Dear Mr. Taimanglo:

In accordance with Public Law 21-122 creating this Office, we will be conducting 2 management
audit of the Department of Education, particuiarly the Interschoiastic Sports Program and non-
anpropriated fand activities. Our auditors, Mario Y. Galang and Ernesto C. Sales will be calling on
you for a preliminary conference regarding the requirement of the audit and prepare for the field
work. We will also take suggestions for other areas to be audited.

In conjunction with the review, the following will be nesded:

L Policies and procedures for the operation of all interscholastic sports and student fund

Activities.

2 Listing of authorized non-appropriated fund activities and their locations.
(interscholastic sports and student fixnds)

3. Listing of Custodians of non-appropriated funds.

4, Documents and records for the different funds.

5. Financial status reports of the different funds.

ar!%ﬁﬁe are not
?

Our call to your agency wili be on May 27, 1997 at 10:00 am. 1f this
convemient, please let me know and we will reschedule the visit %!\D/

Your assistance in this regard will be greatly appreciated. W‘
Sincerely,

Ve
ROBERT G. P. CR
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DEPARTMENT OF EDUCATION

F.>. BEca DE
Apang, Guemn $5332
Tel: (6T L) 4750487
Fax: (671 472-5i3

Allne A Yamashota, P

ﬂ-l‘:uu!ll-.-l!ﬂ(;-x El'mr?.ff
_'I}.,wj,. -rbirurtor nf&u:lh‘n

Ewc Lar uf-l{,.::!‘:u.n’-l"ﬂ

May 0g, 1904

kemorandum

To. All School Fringipals
Froem: Director of Education
Snbject Complasce Audj

Re: Studens Achvity Fund

Thusds to inform you that &0 Anstedes (ALY Erpuiza, Auddor 1T o the Office OF The Public Auditor
will be visinag echools coarting nexs week to conduct compliance atdrts on the Noo-Appropriated Studegt

Aghvity Fubds.

It is requostad tha? all dosuments pertainiog ta this actvty are made available to Mr. Erpuira.

Please give yow fall sepport and eooperation e Mr, Ergniza,

[2e1q L 7~"

ROTAMNT LG TATMANGLO ™

Thank you

co. MroErguza

CUOMMONWEALTH NOW!
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DEPARTMENT OF EDUCATION

DAY By THE
Aguna, Cruame W92
Tl o711 ATS-IHAT
Fawi 1r 472 50H 5

JuL 011338

MEMORANDUM

Ta: All School Principals

From: Director

Subject: Compliance Audit of Non-Appropriated and Lost Textbook Funds

The Oftfiee of the Fublic Auditor s curmently conducting audits of the above subject
funds. Mr Al Erguiza of the Office of the Public Auditor will be contaciing your schonl
in the near futare 1n an effort to potain all necessany informaton.

1 ask that veu plesss extend your uimost cooperation 1@ Mr. Erpurze, Mr Ergaizz will be
peticdically communicating the progress of the aadits with my office.

Rt KR
]

ROLAND L.G. TAIMANGLO

22
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OFFICE OF THE PUBLIC AUDITOR
UFISINAN I ADITOT PUPBLEKO
GOVERNMENT OF GUAM
P.O. BOX 223667, GMF, Berrigada, Guam %6921
(1208 Erst Sunset Boulevard, Tiyan)

(671) 475-0393/0394/0395 - FAX: {671} 472-7951
March 10, 1999

ERT G.P. CRUZ
UBLIC AUDTONR

Mr. Rotand Taimenglo, Birector,

Department of Education

P.0. Box DE

Agana, Guarn S6832
Tie: Department of Education
Audit of Non-Appropriated Funds

Dear Mr. Taimanglo:

Last vear 1998, our office bepan an audit of the Depariment of Education which covered
three areas including: 17 fund balances far non-appropriated funds, Z) Interschalastic
School Program and 3) the Lost Textoook program To complete the audis, additional
field work ts necessary, espacially in the area of the Nen-Appropoated Funds wherg
material dollar impact exisis,

Therefore, we are requesting vour assistance vn2e again and that our staff auditor, Mr Al
Frguiza, will continue his audit tests, Our tentative sehedule is to bepin the additional
work at the schools beginnicg March 13, 1989

If vou have any further questions, please call me al 475-0394 or Al Erpuiza at 475-0520

Thark vou for your continuing cocperatio.

Sincerely,
Rebert G P, Criz

Public Auditor
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DEPARTMENT OF EDUCATION

P.O. Bex DE
Agnas, Gupm P03
Tel: (671 4750457
Fuz: {HH) 4725003

March 23, 1999

Memomodim

Ta: All School Princpala

From: Dircotor v Epluealop:
Subject: Audit of Non- Appropristed Funds

Pleast be advised that beginning Wednesday, Mageh 24,1099 Mr. Al Exiquize, Sentor Auditor {11 from the
Offive of the Public Auditor wil® be conducting an andiz ae the Noc-Appropriated Funds ar your school

21:&9#&1‘5 2l the record on the Moo-Appropripted Funds available for Mr. Eriguiza s
-'_._._._._._— — — - —
/ﬁ_.i; requestad that your full ¢oopersting and mmpport be given o Mr, Eriquiza,

If your have any question(s), please contact Me. Herbic A. Perez at 4730453,

Thank yoar
e ~BeputyDoooter—— 76 \JB/
Assocints Supetintendent, Secondary

Aszociate Supsrintsydens, Elementary
Administrator, Financisl A ffairs
Mr_ Al Erkquiza, Senior Auditor OI

24
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OFFICE OF THE PUBLIC AUDITOR
UFISINAN 1 ADITOT PUPBLEKO
COVERNMENT OF GUAM
p.0. BOX 23667, GMF, Barrigada, Guam 96511
{1208 Enst Sunset Boulevard, Tiysn)

(671) 475-0393/0354/0395 - FAX: (£71)472-T95) A b :I»«‘J

EnT G.P. CRUZ
LIS ALCTOR
August 27, 1999

Mr. Michael Reidy
Director of Education
Department of Education
£.0. Box 2850

Agana, Guam 96910

Dear Mr. Reidy:

We have conducted an auds of the Department of Education on the following areas; a)
Nan-Apprepriaied Funds, b} [nterscholastic Sparts Funds, and ¢} Lost Texthook Funds. A
copy of owr draft 13 provided for your review and comment. We request that you respond

ta each finding In eack of the Tesponses. please indicate your concurrence of non-
concurrence 1f you congur with the finding, please state whal steps are being zaken o
rectify the prodlem, and to provide a time frame for completion If you do noi coneur

with ine fadizg, briefy explain your positian \e would appreciate resgniig your
respanse by Septembar 17, 1999 50 that we Can 155ue the final report.

Sincerely,

A _ Wf
S 4
el . Pom Eabbew w14 \(
Free p CEams ol Robert G.P. Cru

Je
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FINANCIAL AFFAIRS DIVISION
DEPARTMENT OF EDUCATION

Mirigel FLL GQuerrern SAhnistration Building
Juil, Floon, Suite K-203
Flamermi, Guant J5932
Tedephamue: (671) 4750416 A4 237424
Foco (a7l 4722580008

Afrdnc i 0 Renly Suioe PG Mareer

R L A e LTI Conzgnie whe, o ctiag

Qctober 27, 1939

Mr. Eloy Lizamao

Chizf Auditer

O#fice of the Public Auditor
P.O. Box 23667

GMFE, Bamgada 96921

caradr Lizamu:

["ve reveived your draft ficdings (dated August 27, 1999) on the audut you conducted on Now-
epproprizsed Funds, the Intezscholasiic Sports Fund and the Lost Textboox Funds, Your leter
nckizated thal our responss was due by September 15, however, we weran't able to meet thiz
deadiinz. Therefore T am reguasting for an extersion of this deadline w Decernber 17, 1999 since
additional Lime is needad to ohtain the necessary information from &l the schools inveived. Your
Lind consideration on this matler is preatly appresiatad,

Sineescly,

_— EEEREE- AT L

Wicky (enga
Assn, Adreinistrator, Financial Afraiss

- Froopras @l ane Loass for 25 S P ey
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OFFICE OF THE PUBLIC AUDITOR
UFISINAN T ADITOT PUPBLEKO
GOVERNMENT OF GUAM
F.O. BOX 23667, GMF, Barripada, Guam 96911
: {1208 East Sunset Boulevard, Tivan)
© (8T1) 475-0393/0394/0395 - FAX: (671) 472-785]

BERT G.P. CRUZ
FUBLIC AUDITOR

ACKNOWLEDGMENT RECEIPT

"DOCUMENTITEM: RUQUFST FOR EXTENSiON FOR MOE 3UDIT RESPONSE |

| TO: DoB, DLRECIOR - FROM: OFFICE OF THE PUBLIC AMIDITOR |
e - [ - T [

[RECEIVED BY: _EP o parpianE: o ]

[PRINT: | _gnags San Ggusds —

T REMARES:

DR YOUR DEPARIMENT RESHOMGE.
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OFFICE OF THE FUBLIC AUDITOR
UFISINAN T ADITOT PUPBLERKO
GOVERNMENT OF GUAM
F.O.BOX 23667, GNMFE, Barrigada, Guam 56321
(1208 Enst Sunset Boulevard, Tiyan)

(671) 475.0393/0324/0395 - FAX: (67)) 472-7951

Crcioler 24, 1090

Me, Michae] Reidy

Director, Department of Education
nF.L Guervern Administration Building
Hagataa, Groan 96932

Dear e Reldy:

Attached is 2 leger from your Depadiment’s Assistant Adnusistrator of Financial Affaics. The lenter
reqpuests for an extensipn for xour Department’s formal respumse 1o our draft amdit report on Non-
Approptiated Funds, Lost Texthook Funds aned the [otersehabasric Sports Funl,

Av vou are aware the dreaft adit veport w s oniginally transmitted 10 your oflice on August 27, 1994,
The teansmittab letter prosided for o deadiine of September 27, 1999 for your Department’s
submittul of a vespanse. Considering the wneount of time that the draft bas been in the possession of
the Department, s Teel that the regeest tr extend the deddling for response to Theeember 17, 1999 0
i merited.  lowever, we owilb eatend the deadline for sour department’s farmal response b
woyvernber 18, 19, Mo further extensions witl by provided uoless yoar office provides sufficien
Justificatiom,

Shobdl sou Rave any qeestions regacding the letler, please do st hesitde o gertagct my of e

Sincerels,

e ng SO
rances F. Bilajudia,

Actinu Public Audito
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OFFICE OF THE PUBLIC AUDITOR
UFISINAN 1 ADITOT PUPBLEK(
GCOVERNMENT OF GUAM
P.O. BOX 23667, GMF, Barrigada, Guam 96921
{1208 Eest Sunset Boulevard, Tiyen}

(6T1) 475-0303/030470395 - FAX: (671} 472-7951

DBecember 16, 1999

Mr. Michael 3. Reidy
Department of Education
P () Box DE

Agana, Guam 96932

[2ear Mr. Reidy:

‘The Office of the Public Auditor is rather displeased with the Depariment of
Education’s decision to release the findings of DOE draft audit repart 1o KUTAM.

As you are aware the audit report 15 still in its draft form, therefore, the report
should not be released to the media until your department response to the drafl
audit findings. Upon submission of your response, your department and our office
will have 1he opportunity to review each audit findings, and we will then finalize
and release the awdit report in its final form to your department  Only at that time
such information will be made available to the public. As of yesterday Deceinber
15 1999, our office has not received any reply despite reasonable granted
gxtensions per your departinent’s request.

The Office of the Public Auditor respects the legal confidentialny of this
information regarding the Tslands educational system and does not publicly
release them when leual restrictions prohibit such release

Your department’s action. was rather unprofessional to say the least and which
could ultimately affect the work that has becn achieved thus far. In the future, 1
advise that any audit performed on behalf of the Department of Education by this
office that the ling of communication be established.

We are willing to discuss this matter at length and would iike to finalize the report
as soun as possible

Sincerely,

.._,.-'E(‘L St " d ru-f p g,‘lf_ -.E.—
rances J. Bala ad]a?
Acting Public Andit
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Geornge Wasliinglon High Schaol

AR, GUAMN 96221

FHONE (671)
Fi4-200 07220 22 T T-T4

s

FAX ETI) 734-8071 &
Edfuil gwlib@ifoch me: R T T

Jamuary 13, 2000

To: Dircctor of Education

Vi GWILS ]’rincipufkf-{’:l

From: GWHS Assistant Principal, Busingss

Subject: School response to Non-eppropriated Fands Audit Report

A drafe audit of Georpe Washineton High Schoal’'s (OWHS) Non-appropriated Funds (NAT ) was
compleled m Julv 1999 The Office of the Public Auditor (OPA) conducted the audet. At
tind.ngs were based on a twenty-saven month penad commeneing on October 1996 and ending
on Januane 1998 The main ohjective of the audit was to detesming (1) the propricty of handling
non-itrproprated student activitios funds: {2) the adequacy of intemal coatrol and record
management, and {3 comphance with apphicable statutay and regulations under Pablee Law 14-
L3060 1421307 and established Beard Policies administerad at GWHS. The {ollowing is ¢
respanse o thoss tindings:

AL FINIING 21,

Linder Seetion 146D (511414 of PL§3-130, GWHS finled wo comply. 1t was determined that
the money conknutes of our schoo! did not review recaipts and expenditures of any non-
appropriated fund transactions  We were also inconsistent in evaluating expendiiures m excess
ot Ome Hundred Dellars trom the studen: activity func.

RECOMMENTIATION,

Pinder Secnon 11314 of PLO14-130, all maoney committes for 2ach school niust actively
participaie et NAT provrams by reswewing receipts and vahidaline expenditures o 1nsare
reasunahiznzas within the prooram.

RESPONST:

CW S concurs. Mewbers of the School Money Commuttee have been dentified and are
autherized and appros ed o review reguests for cash disbursements in excess of ona bundred
doilurs tor this school vear A traiming sess10on was cotducted in Deceimber 1999 toonfonm the
cerrent Commuttee of their rele in the NAF process and to recapitutate their knowiedae in
identifving legitimate receipts, involces. sa'es slips, or price quotations tor expenditures in
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excess of one hundred doltars

AUBDT FINDING =2

Under 511416, subsection B of PL 14-130, 1 states that any organization that raises money shall
promprly deliver such money to the student activities treasurer who shall, forthwith, pive that
studeni eelivity a receipr. GWHS failed in this regard. 1t was also found that our school faded to
reconcile 1n a tasrly consisient manner a5 a resubt of this.

RECOMMENDATION:
Under §11414, Sceton B of PL 14-130, all NAY programs 1eceiving moniles must 155ue receipt
Or receipts conssteatly inorder to insure montes are documentad and deposited.

RESPONSE:

GWHS concara. As of Mid-Dacember. The school treasurer has been issuing receipts for each
deposil received from student orpanizations. A request was given to the Depantment of
Education's {DOL's) BBustness Office regarding NAT training. GW's Business Office 1in
cotjunction with the Student Body Association s conducting a Treasurer's Workshop to inform
the various ¢lubs and orgamzations of the school's standard operating pracedures concerning
NAY.

AUDIT FINDING =3

CIWHS failed o comply under §i14 16, Subsection C of PL 14-130 |t states thar the treasurer
shall maintain accounts showing the balance due, shall mainiain accurate records, prepare
monthly fimanceal statement repost and copies be given to Direetor of BEducation.

BECOMMENDATI N,
Elnder §11416, Subscetsion C of PL 14130, the Schoo! Trewsurer must maintain reasenable
accounting records for vach NAF and ta submmig monthly reponts to the DOE's Business Office.

RESPONSE.

GWHS concurs. As of December, efforts were made to reconcilz NAF accounts according to the
procedures set torth in DOES Non-appropoated Stedent Actuvity Fund Handboox (ol 1990 A
meeting was held with GW's Business Ottice staft wo discuss the reles of the Schood Treasurer,
Individus] Other Than Schoo] Treaserer, and an aliernate iF needed.

Required documents wers formulated to assist in reconctiing 20couUms in a constsant manaer,

ALDIT FINIING =4

GWEIS has not reconeited its accouning regords sinee school vear 1995 OPA disclosed thatan
approximate amounl of $47 347 34 of rzceipts tor cash and cheek collections werz ot conststent
with the actua! deposis,

RECOMBMENDATICRN
O A has e requested an explanation of the quastion cost of 347,947 34

RESPFONEL:
The Adnmistration ol GWHS consurs Beeaase of the maternialiy of the guestion cost of



$47,947.34, aur Administration feels that & time line is necessary to continue gur research
efforts. We will forward a response to the Director of Education and OPA, no later than Mid-

March addressing the question cost obtain by this audit.

In closing, should you have any concems regarding this matter, feel free to contact me at 734-.
2918 or 734-8071 {fax).

‘-EEM m':}()ﬂ-
e

Esther (3. Yanger

ol (PA
DOE Comptroller

32



