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Objective: 
The Internal Audit Department (IA) received some concerns from a citizen in southern Utah that 
individuals at Enterprise High School (EHS) were engaged in some questionable financial and 
compliance practices. The purpose of this audit was to address the identified concerns and verify 
compliance with school, district, and state policies and procedures and consider potential 
noncompliance, fraud, waste, or abuse of those guidelines. IA addressed these concerns through 
examination of financial records, review of state and local policies and procedures, as well as through 
inquiry and observation.  

Scope: 
The scope of our audit encompassed the time period from July 2008 through September 2015 and 
focused on the following areas:  

• Overall Control Environment 
• Disbursements 
• Vehicle Use 

Findings and observations for the above areas are summarized below with recommendations for 
corrective action. Per auditor judgment, findings are considered more severe than observations and 
findings are prioritized by significance. While performing the audit IA identified several district level 
concerns, which were referred to the Office of the Utah State Auditor for further consideration in their 
audit of the district.  Additionally, any concerns with educator practices were referred, as appropriate, 
to the Utah Professional Practices Advisory Commission. 

Background:  
Enterprise High School (EHS) is located in the small rural city of Enterprise in southern Utah. The 
school is one of nine high schools in the Washington County School District (WCSD). The school 
provides education to approximately 400 students in the 7th through 12th grade levels.  A new principal 
was hired and started at EHS for the 2015-2016 school year.  
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Control Environment  

• Lack of school level policies and procedures 
• Purchases made without prior approval 
• Lack of separation of duties 
• Lack of internal controls over cash boxes 
• Cash receipts not deposited directly after an event 
• Receipts not given for purchases 
• Checks issued to “cash”  
• School fund accounts have negative balances at the start/end of the school year 
• Personal use of school property and equipment 
• Lack of internal controls over fixed assets and inventory 
• Lack of internal controls over petty cash 
• 1099s not issued 
• Teacher dues collected and disbursed from a school account 
• Checks disbursed without appropriate signatures 
• Charge accounts used at local retailers 
• Unauthorized system users and insufficient authorized system users 
• Credit card control sheet not signed off by principal and/or preparer 
• Credit card control sheets not in agreement with credit card statements  
• Principal not signing off on monthly bank reconciliation 
• Errors on bank reconciliations 
• Principal not signing off on the check registers 
• Events not consistently tracked on school calendar 

• Credit card control sheet submitted late 

Disbursements 

• Insufficient documentation of purchases 
• Unauthorized users of school credit cards 
• Lodging paid for nonemployees/family members 
• Transactions potentially split to circumvent controls 
• Fundraising conducted without sufficient policy and procedures 
• Out-of-state travel without prior approval from the district and board  
• Unreasonable purchases 
• Credit card purchases over the $1,000 limit 

Findings and Observations: 
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• Disbursement issued over $1,000 without documentation of proper quotes 
(oral/written) 

• Checks written to employees from the school checking account 
• Apparent conflict of interest between private interest and public duties 
• School funds used for non-curricular clubs 
• Lodging rates in excess of the allowed amount 
• Meals purchased in excess of allowed per-diem rates 
• Conferences not preapproved  
• Tax exempt number not used consistently 
• Gifts purchased using public funds 
• Gifts purchased for employees greater than $50 
• Expenditures not properly coded into correct accounts 
• Lodging paid for employees/students less than 50 miles from the school 

Vehicle Use 

• Inadequate documentation for vehicle use 
• Non-sequential odometer readings entered 

• Multiple types of fuel purchased and multiple same-day fuel purchases for a single 
vehicle 

Internal Audit Recommendations for EHS: 

• Follow established district policies.  
• Design and implement school policies if district policies are not available.  
• Train all staff members on district/school policies and amendments as they arise. 
• Ensure internal controls are operating effectively, including appropriate separation 

of duties among EHS staff. 
• Ensure all expenditures receive proper authorization and have appropriate 

documentation prior to disbursements being made. 
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Audit Report 2015-14 

February 18, 2016 

 

Laura Hesson, President 
Washington County School Board  
167 South 1210 West 
St. George, Utah 84770 
 
Dear President Hesson,  
 
The Utah State Board of Education (the Board) Administrative Rule 277-116-3 authorizes the 

Board’s Internal Audit Department (IA) to perform audits as outlined in the audit plan 
approved by the Board. IA performed an audit of Enterprise High School (EHS) with the 
purpose of addressing concerns raised regarding potentially questionable financial and 
compliance practices. IA obtained relevant documentation from the financial secretary at 
EHS as well as personnel at the Washington County School District (WCSD) and performed 
the following procedures: 

 
• Gained an understanding, through inquiry and observations, of the overall control 

environment at the school and evaluated the adequacy of the control environment. 
• Verified internal controls over the credit card statements process, at the school level, for the 

months of March 2009 – May 2015 for operating effectiveness.  
• Verified internal controls over the bank reconciliation process for the months of July 2011 - 

May 2015 for operating effectiveness.  
• Obtained and examined all credit card disbursement transactions from July 2008 - May 2015 

for compliance with policy and procedures at the school, district, and state level.  
• Obtained and judgmentally selected 1,000 check disbursement transactions between July 

2008 - May 2015 for compliance with policy and procedures at the school, district, and state 
level. 

• Reviewed the “voided” check disbursement process for voided transactions from January 2011 
- May 2015 for reasonableness. 

• Obtained and reviewed all checks made out to “cash” from July 2014 - May 2015 for 
reasonableness and appropriate safeguarding of assets. In conjunction with this testing, we 
also examined the change fund (i.e. cash boxes) process used during school events where 
cash receipting took place.  

• Compared hotel disbursement transactions with the schools event calendar from March 
2009 - May 2015 to determine if transactions were for school-related purposes only.  

• Obtained and examined all fuel purchases made by the school with the state issued fuel card 
(administered through Washington County School District), from January 2014 - September 
2015 to consider if there were proper safeguards in place to minimize fraud, waste, or abuse 
of the fuel cards. 
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Audits are conducted in conformance with International Standards for the Professional Practice 
of Internal Auditing and IA is in process of implementing the peer review quality assurance 
standards required by those standards. 

 
The Office of the Utah State Auditor is currently in process of auditing the WCSD; therefore, any 

district-related issues identified during our review were referred to them for follow-up. 
 
These procedures were limited to financial transactions and processes and the control 

environment at EHS between July 2008 and September 2015. We have identified the 
procedures IA performed above and the findings and recommendations from those 
procedures are included in this report; for expediency, specific auditee responses and 
specific auditor concluding remarks have been included after each recommendation though 
there is a general auditee response included in Appendix A and auditor concluding remarks 
in Appendix B. These procedures were more limited than would be necessary to express an 
audit opinion on compliance or the effectiveness of internal control or any part thereof. 
Accordingly, we do not express such opinions.  

 
This report is intended solely for the information and use of the Washington County School 

Board and management of the WCSD and the Utah State Board of Education and is not 
intended to be and should not be used by anyone other than these specified parties. 

 
We appreciate the courtesy and assistance extended to us by the personnel at Enterprise High 

School and Washington County School District during the course of the audit.  
 
By its nature this report focuses on exceptions, weaknesses, and problems. This focus should not 

be understood to mean there are not various strengths and accomplishments. If you have 
any questions, please contact me at (801) 538-7639.  

 
Sincerely,  

 
Deborah Davis, CPA 
Internal Audit Director, Utah State Board of Education 
 
cc.  Debbra Zollock, Vice President, Washington County School Board 
 Barbara Beckstrom, Washington County School Board Member 
 Kelly Blake, Washington County School Board Member 
 Larene Cox, Washington County School Board Member 
 Craig Seegmiller, Washington County School Board Member 
 David Stirland, Washington County School Board Member 
 Larry Bergeson, M.Ed., Superintendent, Washington County School District 
 Brent Bills, Business Administrator, Washington County School District 
 Rick Palmer, Principal, Enterprise High School 
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Findings and Observations 

I. Control Environment - Findings 
A. Lack of school level policies and procedures 

Criteria: Utah Administrative Code R277-113-4(A) requires: 
Local education agencies (LEAs) develop and implement written fiscal policies. 
Condition: Enterprise High School (EHS) does not have policies and procedures at 
the school level to ensure compliance with LEA, state, and federal regulations.  
Cause: This is a small entity with staff that have a limited fiscal skill set that have not 
received sufficient training on fiscal policy and an appropriate internal control 
environment.  
Effect: Unallowable, inconsistent, or questionable practices may occur, which 
increase the risk of fraud, waste, abuse, or non-compliance with district, state, and 
federal regulations.  
Recommendation: IA recommends that the school design and implement policies, 
procedures and internal controls that are consistent with district, state, and federal 
regulations. Employees should have access to policies and procedures and be trained 
on them. Additionally, the school policies and procedures should be reviewed and 
updated routinely to ensure they are operating effectively. 

 
 

Concluding Remark: 
We commend the WCSD for their improvements to district fiscal procedures.  As 
noted in the recommendation above, any school designed policies and procedures 
should be consistent with district, state, and federal regulations.  The school itself has 
a significant budget and expends millions of dollars each year.  This necessitates 
financial internal control activities, such as policies and procedures, at the school 
level, to ensure appropriate compliance with district, state, and federal requirements, 
and safeguarding of assets, including taxpayer funds received in fiduciary trust for 
public education.    
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B. Purchases made without prior approval  
Criteria: WCSD Policy 6000 3.1.3. School Purchase Orders states: 
No school purchases are to be made without a school purchase order that has been 
properly approved, prior to the purchase.  
Condition: For 468 out of 1,000 check disbursement transactions tested (46.8%) the 
expenditure occurred before approval was received by the school administration. 
Cause: School administration did not enforce policy that written approval must 
occur prior to any purchase being made.  
Effect: Unallowable or inappropriate items maybe be procured, which increases the 
risk of fraud, waste, or abuse of public funds.  
Recommendation: IA recommends the school enforce policies and procedures to 
ensure compliance with district policy requiring prior approval before a purchase is 
made, as evidenced by the completed prior approval form.  

 
 

Concluding Remark: 
As noted above, current policy requires all school purchases to have prior approval.  
If there are exceptions allowed as indicated in the response above, those items should 
be incorporated into the policy to ensure appropriate authorization of all purchases.  
 

C. Lack of separation of duties  
Criteria: WCSD Finance Procedures Manual, #8 states: 
Is there proper separation of duties among the office staff? Ideally, office 
responsibilities should be arranged so that the following functions are performed by 
separate individuals: authorizing, recording, and maintaining custody of the asset. 
Condition: The same individual at the school authorizes transactions, records 
transactions, and performs the bank reconciliation, which constitutes insufficient 
separation of duties absent appropriate alternative controls. 
Cause: Lack of understanding and training about what constitutes appropriate 
separation of duties and appropriate alternative internal controls. 
Effect: Misappropriation of public funds can occur and go undetected.  
Recommendation: IA recommends that the school separate the duties of 
authorizing transactions, recording transactions and preparing the bank 
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reconciliation. To the extent that duties cannot be appropriately separated, the 
school should implement alternative or compensating controls.  

 
 

D. Lack of internal controls over cash boxes  
Criteria: Utah Administrative Code R277-113-5(C)(3)(b) states:  
The LEA fundraising policy shall establish procedures for LEA and public fundraising 
in general … and shall include (b) Establishment of internal controls and procedures 
over the approval of fundraising and school sponsored activities and compliance with 
associated cash handling and expenditure policies. 
Further, Utah Administrative Code R277-113-5(C)(1) states: 
The LEA cash handling policy shall address cash receipts collected at the LEA and 
individual public schools through school sponsored activities and shall include: (a) 
establishment of internal controls and procedures over the collection, deposit, and 
reconciliation of cash receipts received. 
Condition: The cash box for school events is in the custody of several different 
people throughout the course of a day without adequate controls to account for the 
funds as the custodian of the cash box changes. In particular this lack of accounting 
for funds occurs when taking the cash box from the school to an event. 
Cause: Lack of understanding and training on what constitutes appropriate and 
adequate controls over cash handling. 
Effect: Misappropriation of public funds may occur and go undetected. 
Recommendation: IA recommends that the school design and implement policies, 
procedures and internal controls to ensure public funds are accounted for 
appropriately and in accordance with district policies which should be in accordance 
with the state regulations noted above. In implementing a policy, the school should 
consider including requirements for: 

• Appropriate separation of duties 
• Appropriate documentation, such as a form that is signed by two individuals 

indicating they both accounted for all funds any time the cash box changes 
hands 

• Training school employees and volunteers on the district/school cash handling 
policy 
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E. Cash receipts not deposited directly after an event  
Criteria: Utah Administrative Code R277-113-5(C)(1) states: 
The LEA cash handling policy shall address cash receipts collected at the LEA and 
individual public schools through school sponsored activities and shall include: (a) 
establishment of internal controls and procedures over the collection, deposit, and 
reconciliation of cash receipts received. 
Condition: After a school event takes place where money is received, money is 
counted by two individuals who fill out a deposit slip and lock the funds in a bag 
bank; the individuals then deliver it to the bank’s night deposit. The following day a 
school employee retrieves the bank bag from the bank, takes it to the school to be 
recounted and the funds are then deposited at the bank with all other daily cash 
receipts at the school.  
Cause: Lack of understanding that the current additional cash verification step in the 
cash handling process may expose the school to additional risk of misappropriation of 
cash.  
Effect: Allows more individuals to have access to cash, which increases the risk of 
misappropriation. This also compounds the separation of duties issues because the 
school has a limited amount of personnel who could be part of the control structure.  
Recommendation: IA recommends that the school design and implement policies, 
procedures and controls to ensure appropriate cash handling. In this specific 
circumstance, the school should consider depositing funds directly in the bank 
following an event, which would limit access to actual cash receipts but still provide 
documentation for an appropriate reconciliation by the financial secretary.  

 
 
Concluding Remark: 
Through further discussion with the WCSD Business Administrator the cash receipts 
from events will be secured by the Assistant Principal.  The nightly drop will only be 
utilized in the circumstances where a period longer than 72 hours would elapse prior 
to a deposit being made.  This is consistent with state cash handling and depositing 
guidelines.   
 

F. Receipts not given for purchases  
Criteria: WCSD Finance Procedures Manual, #5 states:  
As a general rule, any time the school receives payment from a student, parent or 
vendor, a receipt should be issued. 
Condition: A receipt is not given to the customer when making a purchase at a 
school event. Therefore, a reconciliation to ensure that the total funds received are 
reasonable for the tickets, product, etc., actually sold cannot be completed. 
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Cause: Lack of knowledge of the district’s finance procedure regarding issuing 
receipts when receiving payment. 
Effect: Misappropriation of public funds could occur and go undetected. 
Recommendation: IA recommends that the school design and implement policies, 
procedures and internal controls to ensure public funds are accounted for 
appropriately and in accordance with district finance policy. This could include 
giving some form of a pre-numbered receipt when a purchase takes place and 
reconciling the value of the receipts given with the cash received. An alternative 
control could be tracking the number of tickets sold and analyzing if the amount sold 
matches or is reasonable for the cash received.   

 
 

G. Checks issued to “cash”  
Criteria: Cash receipting model procedures, which constitute best practice, issued by 
the Office of the Utah State Board of Education’s School Finance Division under item 
G. 5 states: 
Checks may not be made payable to “Cash” or bearer” and cashed by school 
employees to create change funds or petty cash funds.  
Condition: EHS issues checks to “cash” in order to fund their cash boxes. These types 
of checks range from 75 to 800 dollars per occurrence and were issued 89 times 
between July 2014 and May 2015. The school has the ability, with the assistance of the 
district, to establish a funding amount and retain that set amount without breaking 
state law (Utah Administrative Code 51-4-2(2)). Any funds outside this established 
amount should still be deposited directly to the bank to comply with state law. 
Cause: EHS does not currently have the ability to withdraw cash from their bank 
account for cash boxes. 
Effect: Increased risk of misappropriation of public funds by the individual cashing 
the check. 
Recommendation: IA recommends that the school discontinue the practice of 
issuing checks to “cash” to fund cash boxes for events and design and implement 
policies and procedures and internal controls to appropriately maintain a cashbox. 
Some potential options the school could consider with the district are listed below. 

• Utilizing a safe to maintain an on-going cash box at a certain threshold and 
depositing only the excess funds. This would be dependent on the number of 
cash boxes needed, how often they are needed, and additional controls to 
account for funds may also be necessary.  

• Using the schools locked bank bag for the initial cash box funds only (note 
that the individual that obtained the bank bag from the bank, cannot have 
access to the key to that bank bag).  
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• Allow schools to have a bank account that the school can access to withdraw 
funds for events. The district, in addition to the school, could have signature 
power on the account. If controls are designed and implemented 
appropriately at both the school and district level, such as the bank 
reconciliation and deposit documentation, the risk associated with the 
school having access to the account could be mitigated. 

 
 
Concluding Remark: 
We concur that the criteria for this finding is best practice; in the absence of specific 
applicable regulations it is acceptable to consider best practice as a measure for current 
practice.   Writing checks to “Cash” represents a high risk of misappropriation of public 
funds; therefore, we are pleased WCSD has incorporated new procedures to ensure this 
practice does not continue.  
 

H. School fund accounts have negative balances at the start/end of the school year 
Criteria: Utah Administrative Code R277-113-4(C)(4) requires:  
LEAs develop a process to review LEA management’s financial reporting practices, 
financial statements, LEA financial position, and LEA and individual school records 
on a regular basis. 
Condition: The school regularly overspent fund/budget accounts during school years 
2008 – 2015. Additionally, several fund accounts began the school year with a negative 
balance.  
Cause: Lack of understanding and training about a proper budget accounting 
process.  
Effect: Overall budget deficits could occur and improper decisions may be made 
regarding activities, or procurement of goods, or services. There may also be school or 
district liability associated with deficits. 
Recommendation: IA recommends that the school design and implement policies, 
procedures and internal controls, in accordance with district and state regulations, to 
ensure appropriate budget management. The school should consider inclusion of 
policies that: 

• Ensure fund/budget accounts are not overdrawn. 
• Require a regular review of these fund/budget accounts, preferably monthly, 

to ensure those responsible for budgets are aware of the balance in their 
account(s). 
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Concluding Remark: 
As noted in the response, it is important that the WCSD have an aggregate picture of 
the financial position of the district; however, as noted in the finding and 
recommendation, it is also critical to efficient, effective, and transparent school 
operations for the school to appropriately budget, account for, and use public monies 
in the various funds at the school, such as those for different clubs and activities.  
Therefore, we refer you to the recommendation above for consideration at the school 
level. 
 

I. Personal use of school property and equipment  
Criteria: Utah Administrative Code R277-515-3(D)(3)(g) asserts:  
A professional educator shall not use school property, facilities, or equipment for 
personal enrichment, commercial gain, or for personal uses without express 
supervisor permission.  
WCSD Policy 6100. 2.4 Inventory Management and Maintenance states:  
that inventory is not to be loaned or rented without appropriate Principal or District 
office approval.  
Per Utah Administrative code 51-7-3(33) defines “public funds” as any money, funds, 
and accounts, regardless of the source from which it is derived, that are owned, held, 
or administered by the state or any of its boards, commissions, institutions, 
departments, divisions, agencies, bureaus, etc.  
Condition: Per discussion with the WCSD Superintendent and Business 
Administrator it is the district practice to allow school personnel and community 
members to use school property or equipment for personal use, as long as it has been 
properly approved by the principal and/or the district office. School property has 
been used for personal enrichment without prior approval and the property was 
stored at an employee’s home for indefinite time periods. This issue compounds the 
concern noted in finding 1.J below regarding lack of controls over fixed assets. 
Cause: Lack of understanding at the district and school level that school property 
and equipment was purchased with public funds; therefore, the property is public 
property and personal use should be carefully scrutinized to ensure appropriate 
safeguarding of assets.  
Effect: Personal use of school assets may result in an increase in wear and tear on the 
equipment and property leading to a reduction of the useful life of the item and 
increased cost for replacement items. Additionally, the district and/or school may 
potentially be held liable if an accident incurred while school property and 
equipment were used for non-school related purposes. By not carefully scrutinizing 
personal use of school property and equipment and recognizing that it must be 
safeguarded since it was purchased with public funds, waste and abuse of items 
purchased with public funds can occur.  
Recommendation: IA recommends that the school cease the practice of allowing 
employees to use school property and equipment for personal reasons until the 
recommendation in 1.J has been implemented. Once assets and inventory are 
properly being tracked, appropriate measures to mitigate liability have been 
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considered and implemented, the school may, in accordance with local and state 
regulations which require express permission, allow for personal use of school assets.  

Response (revised by USBE Internal Audit to redact protected information): In 2014 the District 
received information that school equipment was being stored off-site by an employee.  The claim was 
substantiated and the school equipment was returned to school property.  The investigation also looked 
into what school equipment was being used by school employees.  It was found that equipment was used 
from time to time by an employee and that employee frequently loaned personal equipment for school 
use.  The district found that the school equipment use was not excessive, but has taken action given the 
conclusions from the investigation. 

Concluding Remark: 
We are encouraged that the District took action upon identifying this non-
compliance.  Justification of the non-compliance because personal equipment was 
used at the school should not be considered in determining the extent of misuse of 
public assets.  To ensure this circumstance is not repeated, we refer you to the 
recommendation above.  
 

J. Lack of internal controls over fixed assets and inventory  
Criteria: WCSD policy 6100.1 Inventory Management and Maintenance states: 
Inventory personnel and school principals are responsible for tracking, monitoring, 
and safeguarding all inventory within the District. Tracking of all inventory will 
increase accountability and avoid potential loss, replacement, and displacement. 
Condition: The school does not have a current asset/inventory list and does not 
perform a regular inventory of fixed assets.  
Cause: Lack of training on district policies and knowledge of the requirements for 
safeguarding assets at the school level. 
Effect: Misappropriation of school property may occur. Additionally, this information 
is critical for budgeting and financial reporting; for example, a current inventory list 
will help assist the school in knowing what the school owns, what needs maintenance 
and repair, what is obsolete or impaired, and what is needed in the future. It should 
also help dictate if personal use, as discussed in finding 1.I is appropriate. 
Recommendation: IA recommends that the school design and implement internal 
controls over fixed assets and inventory to ensure compliance with district policy, 
which should include keeping a current asset/inventory list that is regularly reviewed 
and updated.  

 
 
Concluding Remark: 
During the audit we questioned the EHS principal, vice principal, financial secretary 
and individual over fixed assets/inventory regarding the fixed asset system.  Email 
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documentation from these individuals indicated they were not aware of a fixed 
asset/inventory system such as that noted in the response above.  We are encouraged 
that the district finance staff will be training the school secretaries on fixed assets and 
further recommend training for the principal to ensure appropriate access to the 
system and understanding of his responsibilities related to fixed assets/inventory as 
noted in the response.  
 

K. Lack of internal controls over petty cash  
Criteria: Utah Administrative Code R277-113-5 (C)(1) states: 
 The LEA cash handling policy should address cash receipts (cash, checks, credit 
cards, and other items) collected at the LEA and individual public schools through 
school sponsored activities and shall include establishment of internal controls and 
procedures over the collection, deposit, and reconciliation of cash receipts received.  
Condition: Per observation in the finance office, there is an unlocked cash drawer at 
the school used for miscellaneous/small purchases. These purchases were not entered 
into the accounting system since they were for vending/small type transactions. 
Cause: Lack of knowledge and training on appropriate cash handling.    
Effect: Misappropriation of public funds could occur and go undetected.  
Additionally, there is a lack of record keeping for these unexpected receipts that 
could impact good decision making. 
Recommendation: IA recommends that the school design and implement policies, 
procedures, and controls for petty cash and the associated transactions.  The policies 
should consider appropriate separation of duties and include provision for the cash 
drawer to be locked at all times.  Additionally, transactions/funds should be properly 
entered into the accounting system and reconciled with the bank statement. 

  
 

L. 1099s not issued  
Criteria: WCSD Finance Procedures Manual, #4 states:  
A 1099 must be issued to any individual or partnership paid $600 or more during any 
given calendar year. For applicable individuals and vendors issued checks from the 
school checking account, the school’s administration is responsible for making sure 
1099s are issued. If you think that you may end up paying any given individual or 
partnership a total of at least $600 over the course of the year, it is strongly 
recommended that you set them up as a vendor to be paid by the WCSD business 
department. 
Condition: The school’s checking account is used to pay individuals and vendors 
who receive more than $600 in a year. The school does not issue 1099s.  
Cause: Lack of training on tax regulations. 
Effect: It is possible that vendors are receiving more than the $600 cap without a 1099 
being issued. Also, vendors are being paid at both the school and district levels, 
which makes it difficult to track total expenditures to individuals.  
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Recommendation: IA recommends that the school set up any individual or 
partnership as a vendor to be paid by the WCSD business department rather than 
paying them through the school checking account. Doing so will clarify that it is the 
District’s responsibility to prepare, issue, and send the 1099 form. 

 
 

M. Teacher dues collected and disbursed from a school account  
Criteria: Utah Administrative Code 51-7-3(26) defines “public funds” as: 
money, funds, and accounts, regardless of the source from which the funds are 
derived, that are owned, held, or administered by the state or any of its political 
subdivisions including LEAs or other public bodies. 
Condition: The school is collecting money for what is known as teacher dues. These 
dues go to pay for birthday meals, staff parties, gifts for individuals, etc. IA noted 
seven instances during our check disbursement testwork where funds were disbursed 
from these teacher dues. Any funds collected by the school are considered public 
funds in accordance with state law and therefore should be used for school related 
business only. Funds collected for non-school related purposes, such as teacher dues, 
should not be included in a school account. 
Cause: Lack of knowledge and training on fiscal policy and state regulations 
regarding public funds. 
Effect: Misappropriation of public funds, incorrect financial reporting, non-
compliance and negative public perception could occur.  Additionally, school funds 
may be mistakenly used for non-school related activities. 
Recommendation: IA recommends that the school design and implement policies 
and procedures regarding non-school related dues, such as teacher dues. The policy 
should ensure that the funds are held, accounted for and reported separately from 
public school funds.  

 
 

N. Checks disbursed without appropriate signatures  
Criteria: WCSD Finance Procedures Manual, #2 states: 
All checks need to have two signatures. All school checks require that two signatures 
be present, and at least one of those needs to be an administrator’s signature. This 
control helps/reduces the risk of disbursements taking place that aren’t for school 
related business. 
Condition: IA noted nine checks over a five month period where a school check was 
signed, issued, and accepted by the bank, with only one signature. 
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Cause: Lack of oversight to ensure policy was followed and all checks had two 
signatures. 
Effect: Unauthorized disbursements can occur and go undetected. 
Recommendation: IA recommends that the school follow district policy and ensure 
that all checks include two required signatures before being processed.  

 
 

O. Charge accounts used at local retailers  
Criteria: WCSD Finance Procedures Manual, #7, identifies using a charge account 
with a local businesses or suppliers as unallowable.  
Condition: The school allows teachers, parents, and others to purchase items on 
open charge accounts from at least two local stores without any prior approval. 
Cause: Lack of training on procurement policy. 
Effect: The school may be held liable for unauthorized/unwanted purchases. 
Additionally misappropriation of funds can occur and go undetected. 
Recommendation: IA recommends that the school design and implement internal 
controls to ensure compliance with district and state procurement policies. The 
policy should include a provision to ensure that charge accounts are not used and 
that purchases are appropriately approved.  

 
 
Concluding Remark: 
Review of documents subsequent to the timeframe of the District’s internal review 
indicate this practice may not have been completely stopped as documentation 
continues to include monthly bills without purchase orders attached; therefore, 
continued District review of this area is appropriate.   
 

P. Unauthorized system users and insufficient authorized system users  
Criteria: WCSD Finance Procedures Manual, #8 states: 
Is there proper separation of duties among the office staff? Ideally, office 
responsibilities should be arranged so that the following functions are performed by 
separate individuals: Authorizing, Recording, and maintaining custody of the asset.  
Best practice should also include appropriate controls to end system access when an 
employee resigns, quits, retires, or is terminated and there should be appropriate 
backups to ensure continuity of service/succession planning should something 
happen to the individual with the primary responsibility. 
Condition: IA noted the school’s accounting system had an inactive user (a prior 
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user who is no longer employed by the district) that still had access. IA witnessed the 
financial secretary remove the access for this inactive user. However, the financial 
secretary is the only individual at the school that can access, or even view the 
accounting system.  
Cause: This is a small entity with individuals that have a limited fiscal skill set and 
that have not received sufficient training on an appropriate internal control 
environment, which would include appropriate system controls. 
Effect: This leaves the school in a vulnerable situation should that individual leave or 
end employment with the school. It also increases the risk of an employee being able 
to manipulate the system to cover a misappropriation of funds, and error, or grant 
inappropriate access to another employee. 
Recommendation: IA recommends that the school design and implement policies, 
procedures and internal controls to ensure appropriate access, use, and monitoring of 
the accounting system. The accounting software has various access levels (i.e. 
managers that can add and delete users, secretaries, receipt helpers, etc.) and the 
school should have more than one individual that can access the system to ensure 
continuity of service and appropriate financial reporting. 

 
 

Q. Credit card control sheet not signed off by principal and/or preparer  
Criteria: WCSD Finance Procedures #8 states:  
Ideally, office responsibilities should be arranged so that the following functions are 
performed by separate individuals: 

• Authorizing a transaction 
• Recording the transaction 
• Maintaining custody of the asset resulting from the transaction 

…bank reconciliations should be reviewed by someone other than the preparer…there 
should be documentation showing that more than one person was involved. 
Condition: IA noted that 21 of the 75 (28%) credit card statement summary sheet 
tested did not include the signature of both the preparer and the principal. 
Cause: Lack of training on fiscal policy, including appropriate credit card use and 
reporting. 
Effect: Personal, unallowable, or otherwise prohibited purchases may go undetected. 
Also, transactions may be intentionally or accidentally misreported. 
Recommendation: IA recommends that the school design and implement a policy 
and procedure to ensure credit card purchases are adequately reviewed. This could 
include that two individuals be involved in the credit card statement summary sheet 
process; one individual as a preparer and the principal as the reviewer.  
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Concluding Remark:  
While the practice of using a credit card control sheet is a school practice not a 
district policy, it helps ensure the school is in compliance with district requirements 
and is accounting for funds appropriately.  See the Concluding Remark to 1.A above 
for further clarification of the importance of school level financial control activities 
consistent with district, state, and federal regulations and 1.H above for clarification 
of the importance of effective school level tracking of funds.  Also, if in fact principals 
signing off on credit card statements is a control as noted in the response, then based 
on our testwork the school has not complied with this control for the entire period 
tested for our audit, March 2009-May 2015.  This concluding remark also applies to 
finding 1.R below. 
 

R. Credit card control sheets not in agreement with credit card statements  
Criteria: WCSD Purchasing Handbook, Section 4C, Credit Card Documentation 
states: 
The financial institution sends monthly statements to each card holder. It is the card 
holder’s responsibility to verify the correctness of the statement and to reconcile 
payment with the Business Department. 
Condition: IA noted that six of the 75 months reviewed had a credit card log activity 
summary sheet that did not agree with the credit card statement. The summary 
activity did not agree per transaction, in total, and/or the total was manually altered 
in order to agree with the credit card statement(s). 
Cause: Not properly utilizing the district credit card activity sheet when verifying 
transaction amounts and the total. 
Effect: Improper verification and under/over reporting of expenditures may occur. 
Additionally, misappropriation of public funds may occur and go undetected. 
Recommendation: IA recommends that the school design and implement policies 
and procedures to ensure compliance with district credit card policies and use of 
forms. Specifically the school should ensure the credit card log is verified and agreed 
to the credit card statement per transaction and in total and that the district 
summary sheet is not manually altered.  

 
 
Concluding Remark:  
See concluding remark I.Q above. 
 



PAGE 21 

S. Principal not signing off on monthly bank reconciliation  
Criteria: WCSD Finance Procedures Manual, #1 states: Are principals signing 
monthly bank reconciliations? 
Condition: While performing testwork IA noted eight of the 47 bank reconciliations 
tested where the principal did not sign the monthly bank reconciliation. 
Cause: Lack of understanding at the school level that the principal must sign each 
bank reconciliation as evidence that it has been reviewed. 
Effect: Unauthorized or inappropriate expenditures could occur and go undetected. 
Additionally, reconciling items may not be appropriately resolved.  
Recommendation: IA recommends that the school ensure the principal reviews and 
approves the monthly bank reconciliation, indicating that he/she agrees with the 
monthly transactions, in accordance with district policy. If there are circumstances 
when the principal may not be able to review the bank reconciliation, the school 
could work with the district to amend their policy to reflect that a designee could, in 
that circumstance, review the reconciliation.  

 
 

T. Errors on bank reconciliations 
Criteria: WCSD Policy 6000.3.1.3 Purchasing and Advertising states: 
All school and District files must be properly documented and maintained so that 
auditors from grant and contract agencies, or state and district auditors can verify 
that all laws and policies are being properly followed. 
Condition: IA noted three months, March 2014 - May of 2014, where posted 
transactions on the bank statement were marked as cleared, regardless of the fact 
that the details of the transaction, such as total and check number did not agree with 
what was posted in the accounting system. 
Cause: Lack of understanding of the bank reconciliation purpose and process. 
Effect: Misappropriation of public funds or other financial concerns may 
occur/persist and go undetected because internal controls aren’t operating 
effectively. 
Recommendation: IA recommends that the school ensure the bank reconciliation 
internal control is operating effectively so errors in the accounting system can be 
identified and corrected immediately.  
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U. Principal not signing off on the check registers  
Criteria: WCSD Finance Procedures Manual, #2 states: 
The principal needs to either (a) sign each and every check, or (b) sign the monthly 
check register indicating he/she authorized all payments for that month. 
Condition: IA noted one monthly bank register, out of the 27 reviewed, that was not 
properly signed by the principal. 
Cause: Oversight by the principal. 
Effect: Unauthorized disbursements of public funds may occur and go undetected 
and the school is not in compliance with policy. 
Recommendation: IA recommends that the school follow district policies by having 
the principal sign all checks and/or sign the monthly check register each month.  

 

II. Control Environment - Observations 

A. Events not consistently tracked on school calendar 
IA noted that 75 of the 366 hotel room charges reviewed did not coincide with events 
on the school’s calendar. We were unable to determine validity of the items not on 
the calendar, as they were not properly approved and also lacked proper 
documentation (see findings III.A-C and F for findings in these areas). 
 

 

B. Credit card control sheet submitted late  
IA noted that of the 75 credit card control sheet statements with applicable 
supporting documentation that were reviewed, six (8%) were not submitted to the 
district in a timely manner; the six instances noted were between June 2009 – June 
2012. The district provided deadlines are set based on turnaround times for records to 
be reviewed and payments to be sent out to the bank.  It appears that this condition 
has already been mitigated as there were no deficiencies noted after June 2012.  
Therefore, IA recommends that the school continue to follow policy to ensure 
submission of the credit card control sheet and applicable documentation to the 
district in accordance with district provided deadlines.  
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III. Disbursements - Findings 

A. Insufficient documentation of purchases  
Criteria: WCSD Policy 6000.3.1.2 Purchasing and Advertising states: 
Records: All school and District files must be properly documented and maintained 
so that auditors from grant and contract agencies, or state and district auditors can 
verify that all laws and policies are being properly followed. 
Condition: IA noted 1,327 out of 2,677 transactions tested (50%) from July 2008 – 
May 2015, where required supporting documentation (example: credit card 
transaction support), was insufficient or not included; therefore, we could not 
determine if expenditures were for school related items or if they were appropriate. 
Of the 1,327 instances, 990 were credit card transactions and 337 were check 
transactions. Additionally, the district-provided documentation forms are not being 
submitted with documentation (example: the gift certificate form must include the 
name of the recipient, date, amount, and reason).  
Cause: This is a small entity with individuals that have a limited fiscal skill set that 
have not received sufficient training on fiscal policy and an appropriate internal 
control environment, including appropriate and adequate documentation.  
Effect: It is difficult to determine if the expenditure was for appropriate and 
allowable school related business. Additionally, misappropriation of public funds may 
occur and go undetected. 
Recommendation: IA recommends that the school design and implement policies 
and procedures to ensure appropriate and adequate documentation be included and 
maintained for all transactions and to ensure compliance with local, state, and federal 
regulations.  

 
 
Concluding Remark: 
WCSD indicates that they do not agree with the standards used by IA to determine 
adequate documentation; however, the criteria noted above states that “All school 
and District files must be properly documented and maintained so that…state and 
district auditors can verify that all laws and policies are being properly followed.”  
Therefore, the policy gives auditors discretion to determine what adequate 
documentation may include for them to complete their objectives.   
 
WCSD’s response is also inconsistent in stating that they don’t believe every 
transaction is required to have attached documentation but then saying an individual 
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with accounting experience and an understanding of school operations should be 
able to review the documentation and make a reasonable conclusion.   
 
We also disagree with the response that “It is reasonable to expect an individual 
looking to validate a transaction may have to look in more than one place to do so.”  
It is generally not efficient or effective accounting practice to have to maintain 
documentation for one transaction in more than one place; inefficient and ineffective 
practices may lead to waste of taxpayer funds and resources.   
  
The response also mentions a list of transactions with additional responses.  Due to 
concerns about privacy of personally protected information of students being 
publically released with this report we have not included the transaction list in the 
audit.  Please contact Washington County School District or USBE Internal Audit for 
more information if needed.   
 

B. Unauthorized users of school credit cards  
Criteria: WCSD Policy 6000.3.1.6 Small Purchases states:  
No other person has the right to purchase in the name of the District except by 
explicit authorization of the Superintendent, Business Administrator, or Purchasing 
Coordinator.  
The WCSD Credit Cardholder’s Agreement indicates: 
The cardholder must comply with the terms and conditions of the agreement and 
with the provisions of the WCSD Purchasing Policy. 
Condition: IA identified five purchases that were made on the school credit card by 
individuals not employed by the high school. In discussion with the financial 
secretary, it was stated that the card number is known by certain individuals who use 
it often. The non-card holder users are not trained on the policies and procedures 
regarding the use of the card. 
Cause: Lack of training on fiscal policy and an appropriate internal control 
environment, which should include appropriate use of credit cards only by 
authorized individuals included on cardholder agreements. 
Effect: The school and/or district may be held liable for charges made on the card, 
whether school related or not. Additionally, there is an increased risk of fraud, waste, 
and abuse of public funds.  
Recommendation: IA recommends that the school follow district and cardholder 
policies and procedures, which indicate that only authorized individuals 
(cardholders) have the right to use the school credit card.  Additionally cardholders 
certify that they have received training on use of the card. IA also recommends that 
the school consider disciplinary actions for employees that allow any non-authorized 
individuals to use the credit card. 

Response (revised by USBE Internal Audit to redact protected information): This issue was 
discovered through an internal audit in 2014.  The District took action at that time as considered 
necessary.  Training has been held with all principals explaining the importance of controlling their 
District credit cards.   
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Concluding Remark:  
This also highlights the importance of school level internal control activities to 
ensure compliance with District and cardholder policies. (See Concluding Remark to 
finding I.A above). 
 

C. Lodging paid for nonemployees/family members  
Criteria: District Administrative Letter #25, Lodging, states: 
Actual room costs will be covered for employee only. 
Condition: IA noted 7 out of 368 lodging transactions where schools funds were used 
to pay for the lodging of non-employees. Four of the instances were in fiscal year 
2015. Request for travel forms submitted showed that the non-employees were to pay 
for their own rooms upon arrival; however, the rooms were charged to the school 
credit card, with no record of reimbursements paid back to the school.  
Cause: Lack of consistent enforcement of established district lodging guidelines for 
non-employees.  
Effect: The school may be obligated to pay for hotel stays for unauthorized 
individuals, which would indicate waste and abuse of public funds.  
Recommendation: IA recommends the school ensure compliance with lodging 
guidelines and only make disbursements for authorized employees. IA also 
recommends that if an employee does not comply with these guidelines (i.e. using 
the school card to pay for a non-employee’s travel), he/she should be required to 
reimburse the district and/or school and disciplinary action should be considered.  

 
 

Response (revised by the auditor’s to redact protected information): Enterprise High 
School regularly makes reservations for school employees and parents who are traveling 
to watch school extracurricular events.  Although the reservations are made by the 
school, the bill is usually paid by the employee.  For 5 of the transactions, the school 
credit card was charged for the extra rooms.  One of the rooms paid for by the school 
was reimbursed to the school.  We have been unable to verify receipt of funds for four 
of the rooms, as the individuals are out of the area on vacation and will not be back 
before our response is due.  However, one of those rooms was for a parent volunteer 
and would not have been an inappropriate expense if it was not reimbursed.  Two of the 
hotel stays were for a school employee.  His wife made the reservation, so her name 
was on the invoice.  Two invoices were for one visit from June 8, 2009 to June 13, 2009.  
We have confirmed that the employee was attending a UHSSA meeting in Provo on June 
9th, and a UASSP summer conference from June 10th through June 12th in Park City.  We 
have held training with the finance secretary about the importance of ensuring receipt 
of funds if rooms are charged to the school that is not authorized. 

 
Concluding Remark:  
We are encouraged by the additional training that will be provided to the financial 
secretary. However, the practice of allowing schools to book hotels for non-
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employees should be considered in light of the liability it constitutes to the school 
and district and given the current financial circumstances and priorities of public 
education.  Additionally hotels should be booked in proximity to conferences to 
ensure efficient usage of school funds and be in accordance with District policy 
regarding the allowable rates.   

 

D. Transactions potentially split to circumvent controls  
Criteria: Utah Administrative Code 63G-6A-407-8 (a) states: 
(a) It is unlawful for a person to intentionally or knowingly divide a procurement into 
one or more smaller procurements with the intent to make a procurement 
(i) qualify as a small purchase, if, before dividing the procurement, it would not have 
qualified as a small purchase; or 
(ii) meet a threshold established by rule made by the applicable rulemaking 
authority, if, before dividing the procurement, it would not have met the threshold. 
District Administrative Letter #42 states: 
Purchases of $1,000 - $5,000 require two oral price quotes and purchases of $5000 - 
$10,000 require three written price quotes and district approval. 
Condition: IA noted 86 credit card transactions and 23 check transactions (109 
transactions in total) made on the same day to the same vendor as another 
transaction. Each transaction in question is under $1000, but in aggregate by day and 
vendor exceeded the $1000 amount established in district policy that would require 
the transaction to obtain two oral bids and district approval before purchase. These 
transactions have the appearance of potentially being split to circumvent controls.  
Cause: Disregard or oversight of established procurement guidelines. 
Effect: Public funds may be expended without appropriate bids/quotes, appropriate 
approvals, and the employee and school may be liable for the purchases. 
Recommendation: IA recommends that the school follow Utah Administrative 
Code, which prohibits the practice of splitting transactions to circumvent controls. IA 
also recommends that disciplinary actions be considered for an individual that is 
knowingly found to be splitting transactions to circumvent controls. 
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Concluding Remark:  
We are pleased that the district has held trainings concerning purchases that require 
bids. We emphasize that a proper safeguard against a purchase appearing to be split 
(i.e. sole source or multiple payments to the same vendor for separate purchases as 
noted above) could include appropriate documentation to address any potential 
concerns. 
 

E. Fundraising conducted without sufficient policy and procedures  
Criteria: Utah Administrative Code R277-113-4(D) states: 
All transactions pertaining to non-school sponsored events shall be conducted at 
arm's length; revenues and expenditures shall not be commingled with public funds.  
Utah Administrative Code R277-113-5(3) states:  
The LEA fundraising policy shall establish procedures for LEA and public school 
fundraising in general and other specific provisions outlined in the Rule. 
Condition: IA noted that the school does not have a policy regarding fundraising 
events. We also noted $10,852 of expenditure transactions related to fundraisers (e.g., 
sub-for-santa), but were unable to offset those expenditures with any corresponding 
revenue. The school utilizes the same cash receipting process for school and non-
school sponsored events and, as such, we could not determine if only non-school 
related funds were utilized for these fundraisers.  
Cause: Lack of knowledge and training about policy requirements for fundraisers.  
Effect: There is the potential that non-public funds may be mixed with public funds. 
Additionally, public funds may be misappropriated or funds may not be used or 
provided to appropriate entities as disclosed in the event material.  
Recommendation: IA recommends that the school design and implement policies 
and procedures in accordance with district and state regulations to ensure funds 
raised during fundraisers are handled appropriately. The policies should indicate if 
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the fundraiser is school sponsored or not and identify the accounting implications 
associated with that determination.   

 
 

F. Out-of-state travel without prior approval from the district and board  
Criteria: WCSD Policy 7040 Out-of-State Travel for Activities and Field Trips states: 
1. The purpose of the trip needs to be curriculum related, educationally sound, and 
improve student achievement. No reward trips will be allowed. 
2. Travel requests for field trips and activity trips must certify that students will be 
involved in verified and documented educational experiences based on objectives 
that cannot be met within the State of Utah. (A detailed itinerary must be approved 
by the District Administrator and followed by the advisor.) 
3.2 Advisors must not make plans, introduce idea to students, or make financial 
commitments prior to receiving Board approval. 
Condition: IA noted 34 credit card transactions and 1 check transaction, totaling 
$8,370, which included out-of-state lodging disbursements made without prior 
district and board approval.  
Cause: Lack of consistent enforcement of established district lodging guidelines. 
Effect: The school may potentially be utilizing public funds for unauthorized trips 
that expose the school and district to legal liability. 
Recommendation: IA recommends that the school get appropriate prior approval 
for any out of state travel. IA also recommends that if an employee is discovered to 
have broken these guidelines, he/she should be required to reimburse the district and 
or school and/or possibly receive disciplinary action.  
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Concluding Remark: 
Training principals and secretaries on travel policies and procedures will help ensure 
schools obtain appropriate approval for travel.  WCSD Policy 7040, as available on the 
Internet, did not include the note discussed in the response above defining which 
areas are considered in-state.  Therefore, to ensure appropriate application of the 
policy, we further recommend that note be incorporated into the formal policy and 
procedure manual available to employees and the public on the Internet. 
 

G. Unreasonable purchases  
Criteria: WCSD Policy 6000 Purpose states: 
To enhance the education mission of the WCSD by the procurement of all goods and 
services at the lowest cost consistent with quality, quantity and delivery 
requirements. 
The District Credit Card Application Form prohibits purchases which could be 
considered inappropriate if made public. 
Condition: IA noted 84 transactions totaling $20,758 where the purchases made do 
not appear reasonable. These purchases were not academic in nature, purchased at a 
higher than normal rate, or in a way that did not allow for the lowest cost to be paid. 
Purchase request forms are not being used regularly, and are not approved prior to 
disbursements being made. Public funds should be spent in a way that maximizes 
efficiency, effectiveness, and transparency.  
Cause: Lack of consistent enforcement of procurement policies. 
Effect: Purchasing items that are not of the best economical value may occur, which 
may constitute waste or abuse of public funds. Additionally, misappropriation of 
funds may occur and go undetected. If items are purchased with federal funds, they 
may also potentially be unallowable and require repayment.  
Recommendation: IA recommends that the school utilize purchase request forms, 
with the details of the purchase provided, prior to the payment being made. This 
would allow the principal the opportunity to review purchases for academic value, 
cost effectiveness, and availability of funds, prior to the card being charged.  
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Concluding Remark: 
We concur that determining reasonableness includes some degree of subjectivity and 
that there is local discretion in determining how to use public education funds.  
However, we also caution that there is a fiduciary responsibility to the taxpayers 
when expending public education funds.  Additionally, given the current financial 
circumstances and priorities of public education we urge consideration of policy 
decisions that maximize funds being allocated to classrooms.  Public funds used 
outside priority areas should be monitored closely and used sparingly.   
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H. Credit card purchases over the $1,000 limit  
Criteria: WCSD Purchasing Handbook Section IV, Item B states:  
Purchasing limits per transaction are $1,000.  
The WCSD Credit Card Application Form states:  
The credit card is intended for small dollar purchases not to exceed $1,000.  
Condition: IA noted 47 credit card purchases over the $1,000 transaction limit. Using 
the credit card for large purchases could circumvent the policies in place for 
disbursements with a check, which require additional approval and possibly bids and 
quotes.   
Cause: Lack of understanding that credit cards are not to be used for purchases 
above $1000.   
Effect: The school is not compliant with district policy and purchases may occur 
without appropriate review, documentation, and approval. 
Recommendation: IA recommends that the school follow district purchasing 
guidelines. Specifically the school should ensure they do not pay for transactions 
above $1,000 with a credit card. Additionally, the district may ensure appropriate 
spending levels by setting spending limits with the financial institution that issued 
the card. If the school needs to make a purchase over the $1000 transaction limit, they 
should pay with a school check, which will require a district purchase order if it 
involves district accounts. 

 

I. Disbursement issued over $1,000 without documentation of proper quotes (oral/written)  
Criteria: District Administrative Letter #42 states: 
Purchases of $1,000 - $5,000 require two oral price quotes and purchases of $5000 - 
$10,000 require three written price quotes and district approval. The district policy 
was established for the schools to obtain items at the best economical price available, 
which is consistent with WCSD Policy 6000 which indicates procurement of goods 
and services should be at the lowest cost consistent with quality, quantity and 
delivery requirements. 
Condition: We noted 86 disbursement transactions, totaling $200,490, where the 
school made a purchase that did not include two oral price quotes or three written 
price quotes and district approval as required by district policy. 
Cause: Lack of enforcement of district procurement policy related to high dollar 
purchases.   
Effect: Expenditures may occur that are not of the best economical value, which 
increases the risk of fraud, waste, and abuse of public funds. There is also non-
compliance with district policy and a lack of appropriate documentation to justify the 
purchase. 
Recommendation: IA recommends that the school follow district policies for 
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purchases of $1,000-$5,000 and obtain two oral price quotes using District Form 406. 
The form should be kept on file with the purchase documentation. Additionally, for 
purchases of $5000-$10,000, the school should obtain three written price quotes using 
District Form 407, which should then be submitted to the district purchasing office 
for approval.  

 

J. Checks written to employees from the school checking account  
Criteria: WCSD Finance Procedures Manual, #3 states: 
All payments made to District employees should be issued by the WCSD payroll 
department to ensure applicable payroll taxes and benefits are included. This 
includes payments for things such as stipends, per diem rate reimbursements, etc. 
Condition: IA noted 146 instances where the school issued checks to individuals that 
should have been issued by the district office. 
Cause: Lack of understanding that certain payments/reimbursements may have tax 
implications; therefore, they should only be handled at the district office. 
Effect: Payments may occur that have not been properly considered for tax purposes, 
which may have serious repercussions or liability for the district, school, or employee 
with the IRS or state/local taxing entities. 
Recommendation: IA recommends that the school ensure compliance with WCSD 
policy so that any payment to district employees is paid through the district office to 
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ensure tax implications will be considered and taxes withheld or reported 
appropriately.  

 
 
Concluding Remark: 
While pleased with the update to the policy we recommend regular reviews of this 
area to ensure employees do not receive payments from both the district and the 
school.  

K. Apparent conflict of interest between private interest and public duties  
Criteria: Utah Administrative Code 67-16-9 states: 
No public officer or public employee shall have personal investments in any business 
entity which will create a substantial conflict between his private interest and his 
public duties. 
Condition: IA noted 52 check disbursement transactions where there was the 
appearance of a conflict of interest. A conflict of interest may indicate to the public 
that the school employee and/or relative is receiving a direct benefit from public 
funds.  Although the school is located in a small community where conflicts of 
interest are more predominant, certain safeguards should be put in place. 
Cause: Lack of policies and procedures to address potential conflicts of interest. 
Effect: The school may not be procuring items of the best economical value in 
accordance with WCSD Policy 6000 which indicates procurement of goods and 
services should be at the lowest cost consistent with quality, quantity and delivery 
requirements. Additionally there may be a negative public perception of the school if 
it is perceived to be wasting or abusing public funds. 
Recommendation: IA recommends that the school design and implement policies 
and procedures to ensure compliance with state and district policies so they do not 
engage in transactions where a conflict of interest exists or appears to exist without 
appropriate disclosure, documentation, and approval. The policy could also include a 
provision for employees to recuse themselves from any part of the decision-making or 
approval process where a potential conflict of interest exists. IA also recommends 
that the school obtain and routinely update a conflict of interest form for all 
employees.  



PAGE 34 

 
 
Concluding Remark: 
While we appreciate that there were no conflicts of interest in fact; conflicts of 
interest in appearance, as noted in the finding above, are also a concern.  Adequate 
documentation will help identify apparent conflicts and disclose that they were 
handled appropriately.    
 

L. School funds used for non-curricular clubs  
Criteria: Utah Code 53A-11-1202 defines "Noncurricular club" as: 
A student initiated group that may be authorized and allowed school facilities use 
during non-instructional time in secondary schools by a school and school governing 
board in accordance with the provisions of this part. A noncurricular club's meetings, 
ideas, and activities are not sponsored or endorsed in any way by a school governing 
board, the school, or by school or school district employees.” Additionally, “curricular 
clubs” is defined as “a club that is school sponsored and that may receive leadership, 
direction, and support from the school or school district beyond providing a meeting 
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place during non-instructional time. 
Utah Code 53A-11-1208-3 Use of school facilities by clubs indicates: 
The following rules apply to noncurricular clubs: (a) A preference or priority may not 
be given among noncurricular clubs; (b) (ii) a school may not spend public funds for 
noncurricular clubs, except as required to implement the provisions of this part, 
including providing space and faculty oversight for noncurricular clubs;” 
Condition: IA noted 12 expenditures for the rodeo club totaling $7,245 and 1 
expenditure for the service club totaling $450, where it appears public funds were 
spent on noncurricular clubs in direct violation of Utah Code. Additionally, all 
noncurricular clubs did not have equal access to the funds.  
Cause: Disregard for compliance with Utah Administrative Code.  
Effect: Less money is available for approved school related activities, including 
classroom instruction and/or curricular activities and the school is not in compliance 
with state regulations. 
Recommendation: IA recommends that the school design and implement policies 
and procedures to ensure compliance with Utah Administrative Code regarding 
noncurricular clubs and refrain from making distributions to non-curricular clubs 
except as may be provided for in regulation.  

 
 
Concluding Remark: 
We are encouraged that the district has taken the necessary step to help mitigate this 
issue.  The main concern with this finding was the magnitude of donations to one 
particular club tied closely to a financial decision maker at the school.  

 

M. Lodging rates in excess of the allowed amount  
Criteria: District Administrative Letter #25 lodging states: 
Lodging should not exceed $90.00 per night in-state.” Lodging rate guidelines have 
been established to prevent an excessive amount being obligated to the school for 
hotel stays.  
Condition: IA noted 41 credit card transactions and 2 check transactions where the 
lodging per night included charges for rooms that exceeded the allowable $90.00 
amount. 
Cause: Lack of understanding of guidelines that outline that hotel rates cannot 
exceed the established $90 per night.  
Effect: The school may be obligated to pay for hotel stays that are unauthorized, not 
in compliance with policy, or excessive in nature, which may constitute waste or 
abuse of public funds. 
Recommendation: IA recommends that the school provide training to ensure 
district policy is understood.  Additionally, we recommend that the school ensure 
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compliance with the district lodging policy that employees not exceed the established 
$90 per night lodging rate. If an employee wants a room that costs more than $90 
they should pay the difference in excess of what is allowed.  

  

N. Meals purchased in excess of allowed per-diem rates  
Criteria: District Administrative Letter #25 states: 
In-state food per diem is $9.00 for breakfast, $11.00 for lunch, and $16.00 for dinner.” 
These rates are per individual and transactions should be accompanied by the district 
provided meal documentation form. In-state per diem rates have been established to 
prevent the district and schools from being obligated to pay excessive amounts for 
purchases of food by an employee.  
Condition: IA noted 14 transactions where the meal purchased exceeded the 
maximum in-state per diem amount allowed by policy.  
Cause: Lack of understanding at the school level that meals cannot exceed the 
established per diem guidelines. Additionally, lack of understanding that meals are 
treated, per individual, and not in aggregate.  
Effect: The district and schools may be obligated to pay for meals that are 
unauthorized, not in compliance with policy, or excessive in nature, which may 
constitute waste or abuse of public funds. 
Recommendation: IA recommends that the school provide training to ensure 
district policy is understood and design and implement policies and procedures to 
ensure district documentation forms are completed for all meals purchased with 
public funds. Additionally, if meal per diems are exceeded the individual should be 
required to reimburse the district or school for the excess cost.  

 

O. Conferences not preapproved  
Criteria: WCSD District Policy 1330.3.1.1.2 states: 
The District Superintendent, or designee, shall authorize all trips involving out-of-
District travel (on school days) by school employees or official school groups. WCSD 
District Policy 1330.3.1.1.3 states: 
Any employee or group expecting reimbursement of travel expense must have 
approval of District office prior to incurring of said expenses. Therefore, a proper 
approval structure would require a supervisor (at the district) to approve the 
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conference and related travel, based on submitted itineraries, prior to the payment 
being disbursed.”  
Condition: IA noted 62 instances where conferences were paid for without prior 
approval from the district. 
Cause: Weak internal control environment at the school and district level that led to 
inconsistent enforcement of policies for all employees and activities.  
Effect: Unreasonable, unnecessary, or inappropriate expenditures may occur and 
funds could be misappropriated and go undetected. 
Recommendation: IA recommends that school employees be trained on district 
policy and follow a proper approval structure that allows the district time to review 
submitted itineraries and travel request forms prior to payment being made for travel 
and conferences.  

 

P. Tax exempt number not used consistently  
Criteria: Utah Tax Commission Publication 35, Sales Tax Information for Public and 
Private Elementary and Secondary Schools states: 
Utah law provides for a sales tax exemption on sales or rentals to a public school. To 
qualify as a sale made to a public school, the purchase must be made with the public 
funds. 
Utah Administrative Code R277-113-5(C)(2)(b) requires: 
LEA fiscal policies to include “directives regarding the appropriate use of the LEA tax 
exempt status number. 
Condition: We noted 15 out of 25 transactions reviewed where tax was charged when 
the transaction should have been exempt. 
Cause: Lack of policy and training provided to financial secretaries and other 
employees who make purchases using public funds. 
Effect: The school is spending more public funds than necessary when procuring 
goods and services. 
Recommendation: IA recommends that the school ensure that all employees who 
make purchases using public funds be trained on how to use the tax exemption 
certificate to make tax exempt purchases. If a district policy does not exist the school 
consider either notifying the district to request a policy be developed or could 
consider writing a school policy.  

 

Q. Gifts purchased using public funds  
Criteria: District Administrative Letter #74 states:  



PAGE 38 

No gifts such as Christmas presents, birthday presents, secretaries day presents, etc. 
may be given using public funds. 
Condition: IA noted two gifts were purchased for secretaries’ day using public funds.  
Cause: Lack of knowledge of the district guidelines for rewards and recognitions.  
Effect: Public funds may be used for inappropriate items which reduces the amount 
of funds for appropriate school related activities.  
Recommendation: IA recommends that the school follow district purchasing 
guidelines and refrain from using public funds to purchase gifts.  

Response (revised by the auditor’s to redact protected information): This Finding was discovered 
during an internal audit in the summer of 2014.  The district took action accordingly.  Continued training 
has been conducted with all principals, concerning Admin. Letter #74, and the inappropriateness of gifts.   

 
Concluding Remark: 
We reviewed internal audit documentation and documentation of other action taken 
by the District; however, we did not note any discussion of this item.  Continued 
training on this item will help ensure compliance.   

R. Gifts purchased for employees greater than $50  
Criteria: District Administrative Letter #74 states: 
Rewards must be non-monetary and less than $50.00 in value. 
Utah Administrative Code 67-16-5 Accepting gift, compensation, or loan – When 
prohibited states: 
(2) it is an offense for a public officer or public employee to knowingly receive, 
accept, take, seek, or solicit, directly or indirectly for himself or another a gift of 
substantial value or a substantial economic benefit tantamount to a gift 
(3) (a) an occasional nonpecuniary gift, having a value of not in excess of $50; 
WCSD Finance Procedures Manual, item 3 states:  
All payments made to District employees should be issued by the WCSD payroll 
department to ensure applicable payroll taxes and benefits are included. This 
includes payments for things such as stipends, per diem rate reimbursements, etc. 
Condition: We noted three instances where a check was issued to an employee as a 
reward/gift for an amount greater than $50.  
Cause: Disregard for complying with district and state policy related to monetary 
rewards greater than $50 in value.  
Effect: The school may be giving awards/recognitions that could be considered 
excessive and unreasonable, which reduces funds for appropriate school-related 
activities. Awards/recognitions that are considered as excessive may also be viewed 
by the public as an improper use of public funds.  Also, there may be tax implications 
if the item is no processed through payroll (see III.J) 
Recommendation: IA recommends that the school design and implement policies 
and procedures to ensure compliance with state and district regulations for rewards 
and recognitions.  
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Concluding Remark: 
We appreciate the clarification regarding these transactions and emphasize the 
importance of adequate documentation, as the documentation we reviewed for these 
items did not disclose that they were for retirements or school programs.  As noted 
previously, we recommend the district closely monitor use of public education funds 
outside of priority areas. 

S. Expenditures not properly coded into correct accounts  
Criteria: WCSD Policy 6000.3.1.2 Records states: 
All school and district files must be properly documented and maintained so that 
auditors from grant and contract agencies, or state and district auditors can verify 
that all laws and policies are being properly followed. The accounting codes have 
been established to help separate funds into particular groups for tracking and 
expenditure purposes (i.e. drama funds, restricted or unrestricted, federal or state, 
etc.). 
Condition: IA noted 69 instances where the wrong accounting code was used when 
completing a check disbursement transaction.  
Cause: Oversight as expenditure transactions were processed. 
Effect: Decision making may be based on inaccurate information, financial 
statements may be compiled inaccurately, or funds may be used inappropriately. 
Recommendation: IA recommends that the school verify controls are operating 
effectively to ensure that proper accounting codes are used for all transactions. 

  
 
Concluding Remark: 
We are encouraged that the district is holding regular trainings for financial 
secretaries on the use of school accounts; however, to properly safeguard school 
funds school level accounts should be accurately reported.  Also see finding I.H 
above. 

IV. Disbursements - Observations 

A. Lodging paid for employees/students less than 50 miles from the school 
 



PAGE 40 

We noted seven credit card transactions and three check transactions where the 
lodging was being paid for employees and/or students at a hotel that was less than 50 
miles away from the school.  Utah administrative code r25-7-8(3) reimbursement for 
lodging states: state employees traveling less than 50 miles from their home base are 
not entitled to lodging reimbursement. 

 
 
Concluding Remark:  
We agree that Utah Administrative Code R25-7-8(3) is not applicable to the LEA.  
Because the administrative rule represents good business practice in use of taxpayer 
funds we have included this item here as an observation rather than a finding.  
Further discussion with the District indicated that they are aware that this is still a 
concern and they are adjusting their procedures to mitigate this concern. 

V. Vehicle Use - Findings 

A. Inadequate documentation for vehicle use 
Criteria: WCSD Policy 6000.3.1.2 Purchasing and Advertising states: 
All school and District files must be properly documented and maintained so that 
auditors from grant and contract agencies, or state and district auditors can verify 
that all laws and policies are being properly followed.   
Documentation should include who the driver was, beginning and ending miles on 
odometer, destination, purpose of trip, passengers in the car, and dates/times of 
departure/ arrival. 
Condition: IA noted that all 54 fuel transactions reviewed for school vehicles did not 
have adequate documentation.  
Cause: Lack of documentation and procedures to ensure that vehicles are used in 
accordance with district and state policies. 
Effect: Misuse of vehicles, unaccounted miles, ineligible drivers, or waste may occur. 
This may also increase liability to the school and district. 
Recommendation: IA recommends that all employees who drive vehicles assigned 
to the school complete a trip record detailing who the driver was, beginning and 
ending miles on odometer, destination, purpose of trip, passengers in the car, and 
dates/times of departure/ arrival. Trip records should have beginning trip 
information filled in based on the ending data of the last trip. This allows verification 
of fuel purchases and accuracy in data analysis. The trip records could then be 
reconciled with the vehicle use log and fuel purchases to ensure both are appropriate. 

 

B. Non-sequential odometer readings entered  
Criteria: Utah Administrative Code R27-6-9-1 states: 
Drivers of state vehicles are required to enter the correct mileage, excluding tenths of 
miles, when using the fuel card assigned to the vehicle. 
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Condition: IA noted that 131 of the 511 (26%) fuel purchase transactions reviewed had 
odometer information entered that was inconsistent with the sequence of readings 
entered before and/or after that entry. 
Cause: Lack of understanding and training with regards to accurate reporting of 
vehicle mileage. 
Effect: Difficultly for the state, district, and school in accurately tracking and 
assessing mileage accumulation and fuel efficiency of vehicles.  This would then likely 
have a negative impact on decision-making and use of public funds.  
Recommendation: IA recommends that the school train employees on how to 
accurately enter required information at the pump when purchasing fuel.  

 

C. Multiple types of fuel purchased and multiple same-day fuel purchases for a single 
vehicle  

Criteria: Utah Administrative Code R27-6-7-3 states: 
Agency requests for a fuel card… for use with small miscellaneous equipment shall be 
approved, provided the agency: (a) Represents that they have a reconciliation or fuel 
transaction auditing process in place for the review of miscellaneous transactions in 
order to prevent theft, abuse and fraud relating to the use of the card; and(b) 
Cooperates with DFO (Division of Fleet Operations) to insure all fuel dispensed using 
fuel cards not assigned to specific vehicles is properly documented in the fleet 
information system through the use of a manual fuel ticket.  
Condition A: IA noted that 68 of the 511 (13%) fuel transactions reviewed, were for 
the purchase of a type of fuel other than that which is generally used in the vehicle 
the fuel card is assigned to. Historically fuel cards have been used to purchase fuel 
other than for the vehicle it is assigned to. The fuel cards are left in the vehicles, with 
known pins, and school administration is not required to verify the charges made to 
the fuel cards. 
Condition B: IA noted that 101 of the 511 (20%) fuel purchase transactions tested 
occurred on the same day as other fuel purchases for the same vehicle. 
Administration is not aware of the charges to the fuel cards as they do not receive a 
statement to verify charges. 
Cause: Lack of oversight of the use of fuel cards at the school. Additionally, fuel cards 
assigned to vehicles are also used for purchasing fuel for small equipment at the 
school. 
Effect: Opportunity for misuse of fuel cards to go undetected. Fuel may be purchased 
for personal vehicles, personal use of school vehicles, or in other unauthorized ways, 
all of which may be considered fraud, waste, or abuse of public assets. The district 
may also be liable if something happened to someone using the equipment who was 
not a district employee or was using the equipment for personal reasons.  
Recommendation A: IA recommends that the school request copies of their fuel 
statements to verify charges. IA also recommends that the principal verify the fuel 
statement with trip records filled out by drivers.  
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Recommendation B: IA recommends that the school request a fuel card that is 
assigned for small equipment fuel purchases, if that is the reason fuel is being 
purchased multiple times on the same fuel card, on the same day.  

 
 
Concluding Remark: 
We are pleased that WCSD is implementing a new vehicle procedure.  We verified 
with the Fuel Dispensing Manager at the State Division of Fleet Operations that 
the fuel cards containing “26010” issued to WCSD for their vehicles are state issued 
fuel cards and should be treated as such, including complying with R27-6.  We 
spoke with many individuals at the school and district regarding vehicle policies 
and procedures and it was evident there was a lack of knowledge about this area; 
therefore, the new policies and procedures as well as trainings on those policies 
and procedures will be critical to the operational effectiveness of the vehicle 
program. 
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Appendix B 
 

USBE Internal Audit Concluding Remarks 

The following are general concluding remarks to the responses issued by the Washington 
County School Board found in Appendix A.  Note that specific concluding remarks have also 
been included, as considered necessary, in the audit report following each finding response.  
Additionally, the issues discovered and reported on in this audit report were discussed with 
school personal when visiting the school in September 2015 and subsequently via the phone 
and email. 

1. Audit Scope 

We acknowledge the extensive scope of this audit and appreciate the extensive amount of 
work Washington County School District (WCSD) completed in preparing their responses to 
the findings.  According to Utah Administrative Code R277-116-7 Audit Procedure, the 
general audit response time is fourteen days; however, as requested by Washington County 
School District, the official response timeframe was extended eleven additional days.  
Unofficially many discussions occurred between WCSD and the USBE Internal Audit 
Department after the official response was obtained and further edits to both the report and 
response were made.  

2. School Level Focus 

It is impossible to completely isolate school level functions from district level functions; 
however, to the extent possible, this audit report is focused at the school level.   Enterprise 
High School has a significant budget, which necessitates financial internal control activities, 
such as policies and procedures, at the school level to ensure appropriate compliance with 
district, state, and federal regulations and safeguarding of assets, including taxpayer funds 
received in fiduciary trust for public education.  A close reading of the audit report identifies 
that recommendations regarding school policies and procedures include qualifying language 
that they should be consistent with and/or in compliance with District policies as we concur 
that schools should not be creating fiscal policies apart from WCSD. 

3. Utah Administrative Code and USOE Model Policy 

We acknowledge that Utah Administrative Code R277-113 was not implemented until April 
2013.  The rule was implemented in response to the identification of the absence of adequate 
LEA fiscal policies and procedures to ensure appropriate safeguarding of public funds.  
Therefore, establishment of this rule made it a requirement that LEAs implement certain 
policies and procedures, such as those related to Cash Receipting and Fundraisers.   

Additionally, other Utah Administrative Code rules and model policies were quoted in the 
findings that may not directly apply to LEAs but constitute best practice.  In the absence of 
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specific applicable regulations, it is acceptable to consider best practice as a measure of 
current practice and strength of the internal control environment. 

At the conclusion of our audit testwork, the school still did not have sufficient guidance 
from the district regarding proper handling of cash receipts, fundraising practices, and 
vehicle usage that necessitated the continued need to reference Utah Administrative Code 
and other model policies in the audit.  However, since WCSD has responded to the audit, 
they have taken corrective action to ensure policies and procedures have been updated and 
employees have been trained.   

4. Credit Card Control Sheets 

While the practice of using a credit card control sheet is a school practice not a district 
policy, it helps ensure the school is in compliance with district requirements.  By not 
utilizing this practice, the school would not have complied with proper internal controls 
surrounding the approval of credit card transactions.  Also see 2 above.   

5. Unreasonable Transactions (i.e. violations of District policy) 

In accordance with WCSD policy “all school and district files must be properly documented 
and maintained so that... state and district auditors can verify that all laws and policies are 
being properly followed.”  Therefore, the policy seems to give auditors discretion to 
determine what adequate documentation may include. 
   
Proper documentation requires that transactions have attached documentation in order to 
verify that the transaction is reasonable and proper.  It isn’t reasonable to expect an 
individual to look in more than one place to validate a transaction.  Maintaining 
documentation for one transaction in more than one place, is inefficient and ineffective and 
may lead to waste of taxpayer funds.  Additionally, funding for education is limited and 
should be used in an efficient way to maximize education and particularly student 
outcomes.  Public funds used outside of the classroom should be monitored closely and used 
sparingly.    

6. Proper bids 

In accordance with district policy, transaction that exceed a certain dollar threshold must 
have proper bid information from two or three vendors depending upon the dollar amount.  
Appropriate bids must include items that are comparable in all aspects (i.e. sizes, quantities, 
specialty items, customization, etc.).  Any deviations where items cannot be compared or 
where a vendor is selected that isn’t the lowest, must have proper documentation explaining 
deviations.   

7. Fixed Assets/Inventory List      

As part of the school audit, inquiries were made at the school regarding the fixed asset 
system as it relates to fixed assets/inventory.  School personnel were not aware of the fixed 
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asset/inventory system.  Administrative staff not having and understanding of the fixed asset 
system and inventory, raises concerns that information in that system is not being properly 
verified and updated.   
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