Department of Reporting and Regulatory Accountability
MONTGOMERY COUNTY PUBLIC SCHOOLS
Rockville, Maryland

March 6, 2007

MEMORANDUM

To: Mr. Phillip F. Gainous, Principal
Montgomery Blair High School

From: Roger W. Pisha, Supervisor, Internal Audit R’

Subject: Report on Audit of Independent Activity Funds for the Period
January 1, 2006, through December 31, 2006

_This audit report presents the results of our examination of the financial records, reports, and
internal accounting controls relating to the Independent Activity Funds (IAF) for
Montgomery Blair High School for the period January 1, 2006, through December 31, 2006.
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compliance with applicable Montgomery County Public Schools (MCS) policies and
procedures, and effectiveness of IAF management.

Findings and Recommendations

In our meeting with you, Mr. James Funk, business manager, and Mrs. Donna Franklin, financial
assistant, on February 6, 2007, we informed you that there had been noteworthy progress since
our last audit. Constructive action had been implemented or was in progress on all items
previously reported. Your support of the efforts of the business office to educate staff in their
accountability responsibilities builds upon a sound base and helps assure continuing progress.

During our audit we provided the business staff with suggestions which, with your support, will
further enhance internal control. We recognize the commitment of your staff in resolving
questions raised during our audit. Examples include: contacting the former yearbook vendor
regarding a recovery of sales tax paid and a credit balance due the school; action to track the
many benefits provided in the Lifetouch contract by means of a matrix to assure that
Montgomery Blair receives all that it is due under the contract terms; and revising and expanding
information given to sponsors on the process to be followed in accounting for fund raisers and
field trips. As an aid in acting on our recommendations we provided the staff with detailed notes
on all matters discussed.

The IAF records and reports are current, well organized, and can be relied upon in making
financial decisions.! The IAF is on a sound financial basis able to meet its financial
commitments.
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We observed notations you made during your review of financial reports that required the
business staff to investigate certain entries in the reports. This practice reinforces the need for
staff to meet their accountability responsibilities. We recommend early resolution of the items
identified, especially those accounts with negative balances. The last annual guaranteed payment
of $55,000 under the current Pepsi contract is past due. Your involvement will help to ensure
that the matter is resolved successfully.

We discussed our detailed notes provided to the business staff and appreciate their commitment
to act on these points. You indicated your support for this effort. We are briefly summarizing
selected items as illustrative of the matters discussed.

Our review of disbursements found the following conditions needing improvement:

e Documentation for five of the 68 items sampled could not be located at the time of the
audit and six payments were processed without proper supporting documentation.
Several disbursements were based on receipts that were not itemized or copies of cash
register receipts. Payments should be made from original invoices and supporting
documentation should remain on file for five years. (See IAF manual, pp. 8 and 20.)

e We noted several instances where check numbers were changed in the general ledger
after the checks were printed because of misprints. When errors are noted, checks should
be voided and reissued. Void checks were not always properly defaced or voided in the

general ledger. Many checks were voided using an incorrect date causing changes to
prior month account balances after the months were closed. (See IAF manual, p. 8.)

e Supporting documentation was not marked “paid” for any of the items in our
disbursement test. Of the items sampled, 18 of 28 invoices were not signed by the
recipient. Invoices must be signed by the recipient to certify satisfactory receipt of goods
or services, and must be marked “paid” to avoid duplicate payments. (See IAF manual,
p- 8.)

A contract in the amount of $8,020 was signed by a staff member for the purchase of a sound
system for athletics. This purchase did not have advance approval of the principal and the chief
operating officer (COO). Purchases exceeding $6,500 must be approved by the COO and all
contracts must be signed by the principal. (See IAF manual, pp. 2 and 4.)

The report of payments to independent contractors was not received in the Division of Controller
by the prescribed deadline. A copy of the report could not be located in the school during our
audit, and business staff subsequently submitted the report after the deadline with incomplete
information and using an incorrect form that did not include the contractor’s address. Payments
to independent contractors are to be reported on MCPS Form 280-47A, Independent Activity
Fund Report of Payments to Independent Contractors, with complete information by
December 1% of each calendar year to facilitate timely reporting to the Internal Revenue Service.









