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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT ACCOUNTANTS' REPORT ON APPLYING AGREED-UPON PROCEDURES

Board President )
School Board of the Grand Saline Independent School District
Grand Saline, Texas

At your request, we have performed certain examination procedures enumerated below to selected accounting
records and transactions of the Grand Saline Independent School District (“GSISD” or “ISD”) for the 2010 fiscal
year. This engagement to apply agreed-upon procedures was performed in accordance with standards established by
the American Institute of Certified Public Accountants. The scope of such procedures enumerated in the following
paragraphs does not constitute an audit in accordance with U.S. generally accepted auditing standards; therefore, we
express no opinion on the financial statements taken as a whole, or with respect to any specific accounts to which the
procedures relate. The sufficiency of these procedures is solely the responsibility of the School Board management.

The following pages reflect the procedures performed, our comments and our recommendations. In connection with
the procedures referred to below, no matters (other than those reported) came to our attention that caused us to
believe that the specified accounts should be adjusted. Had we performed additional procedures or had we
performed an audit of the financial statements of the Grand Saline Independent School District in accordance with
U.S. generally accepted auditing standards, other matters might have come to our attention that would have been
reported to you.
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COMMENTS ON SCOPE OF EXAMINATION
We began our procedures on December 13, 2010 reviewing individual transactions documented on the credit card
statements and supporting documentation, including checks, Payment Authorization Forms, receipts, invoices, and/or
purchase orders, for the following credit accounts; Mastercard, VISA, Sam's Club, Wal-Mart, Brookshires, G. S.
Lumber, Conoco-Phillips and Chevron. Individual transactions noted on the statements were balanced to the check
amount and Payment Authorization Form and were agreed to supporting receipts, invoices and/or purchase order
forms. In addition, transactions were reviewed to determine the reasonableness of the general ledger coding and
whether sales tax was paid. While we were engaged to review the 2008, 2009 and 2010 fiscal years, due to the large
number of transactions and time constraints, this report covers only transactions for the most recent fiscal year

(September 2009 — August 2010). If requested, we will continue to review transactions for the prior periods and
issue a supplemental report. '

General Comments:

Based on review of the above account statements, checks, Payment Authorization Forms, GSISD Vendor system
reports and other supporting documentation, the following were noted:

* Based on discussions with the Business Manager, it is our understanding that currently, the school district has
one VISA credit card issued to Grand Saline ISD which is tied to an employee - Mark Keahey, Superintendent.
The school district also has five Mastercard credit cards, all of which are issued to one account number for
Grand Saline ISD, but four cards are tied to employees’ — Mark Keahey, Trish Elliott, Johnny Savalo and Kelly
Pendleton. The fifth card is not tied to a specific employee name and procedures are for employees to
“checkout” the card from the Business Office and sign a log.

*  Supporting documentation of expenditures is not organized. Receipts, purchase orders and invoices are bundled
with the top portion of the check; however, all attached documentation does not necessarily support the

“Payment Authorization Form” and/or check amount. Asa result, we were not able to reconcile the supporting
documentation to the check amount for all transactions.

*  Duplicate copies of receipts were noted for several checks, thus allowing for duplicate payment of the
transaction.

* Instances were noted in which the purchase order was generated after the expense had been incurred. In
addition, for those transactions with a supporting purchase order, we noted the form was not always complete.

®  Checks are filed by check date instead of by vendor.

*  With the exception of the checks written by the Business Manager, checks written for payment of credit card
expenses do not cover a statement cycle (i.e., a check is not written for the balance noted on the credit card
statement), but may include payment for transactions noted on the previous and/or subsequent statements.

* Internet-generated credit card transaction histories were printed and included with the current month original
statement as supporting documentation for check amounts. This leaves the school district susceptible to double
payment for transactions - if the expense is paid based on the internet-generated history, the expense could be
paid again when it appears on the original statement.

®  Receipts do not indicate all necessary information regarding the expense to ensure personal expenses are not
being paid by the school district.

*  Receipts do not consistently document management approval.

¢  Based on review of the receipts and individual transactions noted on the credit card statements, it does not
appear that an approved vendor list is utilized by the school district.
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General Comments - continued:

We noted several instances in which the government rate was not obtained for hotel expenses.

General ledger expenditure coding was documented by the Accounts Payable clerk. The department transacting
the expense did not provide enough detail regarding the purpose of the expense; therefore, financial statement
coding was at the discretion of the clerk and did not appear to be consistently applied.

We noted several instances in which sales tax was paid on purchased items.

The Vendor system does not appear to have been periodically reviewed as we noted two different vendor
numbers for Sam’s Club. As a result, the Vendor Check Inquiry reports generated by the Business Manager
show checks cut to the two vendor numbers for the 2010 fiscal year. In addition, we noted the “Vendor Check
Inquiry” report indicated two different totals for the same check number. The Business Manager was
researching the cause; however, we had not received an explanation from the Business Manager at the time of
this report. The discrepancy appears to be associated with district checks.

Recommendations:

o Werecommend that a standard “Expense Report” form be created for all GSISD personnel to submit for
reimbursement of expenses incurred on behalf of the school district. Expense report forms should be
completed by the employee that details the date of the transactions, the amount, the vendor and the purpose
of the expense. All expense reports should have supporting receipts attached and should be approved by
the employee’s supervisor/manager. Expense reports submitted without supporting receipts should not be
paid by the school district.

o Inaddition, it is recommended that policies and procedures be created that document the requirements for
all expense reimbursements including documentation and approval standards. The documentation and
approval standards should include requiring the following information be submitted on supporting
documentation for all expense reimbursements: (a) who was present or who was covered by the
expenditure, (b) what was purchased and (c) the purpose of the expense. Summary receipts should not be
accepted as they do not provide enough detail as to what was purchased.

o Werecommend that supervisor/manager approval be documented on all Expense Report forms.

o  For those credit cards to be issued to specific employees, the credit cards should be issued to authorized
individuals in their name, with their own account number and not tied to the Grand Saline ISD account.
Employees should be responsible for paying the credit card balance. Funds to pay the credit card balance
should be paid by check from the school district made payable to the employee only after receipts are
submitted and approved by the respective manager.

o  Checks and supporting Expense Report forms, should be filed by vendor for ease of expense tracking.

o Approval for large purchases (as defined by the school board and/or Business Manager) should be
presented for approval via a purchase order prior to the transaction being made.

o Checks should be cut for each “credit account” and should not combine vendors or accounts.

Comments on “Card Services” expenses:

We reviewed the “Vendor Check Inquiry” report documenting all‘checks made payable to Card Services noting 33
checks were cut during the 2010 fiscal year. All checks and their supporting documentation were reviewed with the
following comments noted:

®  Checks paid to Card Services included expenses from both the Mastercard and VISA accounts.
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Comments on “Card Services” expenses - continued:

For two (2) Mastercard statements reviewed, we noted the entire credit card balance was paid; however, no
receipts, invoices or purchase orders were attached. Based on review of the Vendor Check report and the
Payment Authorization Form, we noted both checks were cut by the Business Manager. In addition, we noted
the Payment Authorization Form was attached to the check and had been approved by the Superintendent

despite the form including sticky notes by the approver as to the location of the receipts, invoices and
statements,

Payment Authorization forms could not be located for 9 of the 33 (27%) Mastercard statements and 1 of the 20

(5%) VISA statements reviewed. All checks with missing Payment Authorization forms were noted to be
district checks.

Expense items were not supported by an invoice, receipt or purchase order for 267 of 759 (35%) Mastercard
transactions and 165 of 300 (55%) VISA transactions reviewed.

Sufficient documentation did not exist to determine who made the purchase for 429 of 759 (57%) Mastercard
and 222 of 300 (74%) VISA transactions reviewed.

The Payment Authorization Form was not signed by the Superintendent for 1 of 24 (4%) Mastercard statements
and 1 of 19 (5%) VISA statements reviewed with a form attached.

We noted one expense on the VISA statement transacted at Outback for $325 which included a restaurant

imposed gratuity, plus an additional $40 tip. Documentation as to who was in the party and the purpose of the
dinner was not present.

Comments on “Brookshires” expenses:

We reviewed the “Vendor Check Inquiry” report documenting all checks made payable to Brookshires noting 34
checks were cut during the 2010 fiscal year. Six of the checks could not be located in the storage boxes and were
requested from the Business Manager; however, were not provided to Henry & Peters, P.C. during fieldwork. Asa
result, 28 checks and their supporting documentation were reviewed with the following comments noted:

The Payment Authorization Form was not signed for 5 of the 28 (18%) checks reviewed.

Supporting information as to the purpose of the transaction was not provided for 171 of 195 (88%) transactions
reviewed.

We noted sales taxes were not paid on purchases made at Brookshires. We noted credit advices signed by the

Brookshire Manager reversing taxes initially charged. Credit advices were dated the same day as the original
transaction. ‘

Forty-two (42) of 195 (22%) transactions could not be agreed to a check due to either a lack of documentation

submitted with the receipt or the check (and its support) was not provided to Henry & Peters, P.C. for our
review.

General Ledger coding was not consistent. For example, cookies purchased by the Superintendent’s Office were
coded to either Miscellaneous Operating Expense or General Supplies.

Comments on “Sam’s Club” expenses:

We reviewed the “Vendor Check Inquiry” report documenting all checks made payable to Sam’s Club noting {1
checks were cut during the 2010 fiscal year. Two (2) of the checks were not located; therefore, 9 checks and their
supporting documentation were reviewed with the following comments noted:
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Comments on “Sam’s Club” expenses - continued:

- Purchase orders were not located for 6 of the 20 (30%) transactions reviewed.

Receipts could not be located for 3 of the 20 (15%) transactions reviewed.

General Ledger Fund and General Ledger Account coding was not consistently utilized as the same type of
purchase was coded to different funds (General Fund, Co-Curricular and to Campus Activity). In addition,

purchases were not consistently coded to the same General Ledger Accounts (General Supplies or “Instr
Supplies Reg™).

We noted 1 of the 9 (11%) checks reviewed was paid in full based on the statement and was paid without
supporting receipts being attached. Per review of the Vendor Check report and the Payment Authorization
Form, the check was cut by the Business Manager.

The Payment Authorization Form was not signed for 1 of the 9 (11%) checks reviewed.

Comments on “Wal-Mart” expenses:

We reviewed the “Vendor Check Inquiry” report documenting all checks made payable to Wal-Mart noting 15

checks were cut during the 2010 fiscal year. All checks and their supporting documentation were reviewed with the
following comments noted:

We noted 4 late charge transactions in the 33 (12%) transactions reviewed.
We noted the Payment Authorization Form was not signed for 1 of the 15 (7%) checks reviewed.

Sufficient documentation did not exist for 4 of the 33 (12%) transactions; therefore, the expense could not be
tied to a check.

Sufficient documentation did not exist to determine the purchaser of 9 of 33 (27%) transactions.

For 1 of the 15 (7%) checks, we noted the signer of the Payment Authorization Form questioned the location of
the receipts and VISA statement. Based on review of the Vendor Check report and the Payment Authorization
Form, the check was cut by the Business Manager. It should also be noted that even though the location of the
supporting documentation was questioned, the Payment Authorization Form was approved.

Excluding late charges and credit balances, we noted receipts were not on file for 8 of the 28 (29%) transactions
reviewed.

Sales taxes appeared to have been paid on 4 of the 28 (14%) transactions reviewed.

Comments on “G. S. Lumber”:

We reviewed the “Vendor Check Inquiry” report documenting all checks made payable to G. S. Lumber noting 18
checks were cut during the 2010 fiscal year. Five (5) of the checks could not be located in the storage boxes and
were requested from the Business Manager; however, were not provided to Henry & Peters, P.C. during fieldwork.
As aresult, 13 checks and their supporting documentation were reviewed with the following comments noted:

We noted one expense, in the amount of $13.98 was paid twice — from the General Fund and from the Co-
Curricular Fund.

Approval was not documented on the Paymenf Authorization Form for 2 of the 13 (15%) checks reviewed.
Receipts/Invoices could not be located for 18 of 72 (25%) transactions reviewed.

Documentation to determine who purchased the goods could not be located for 64 of 72 (89%) transactions
reviewed.

Purchase order forms were not located for 70 of the 72 (97%) transactions reviewed.
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Comments on “G. S. Lumber” - continued:

¢ Eight (8) of 72 (11%) transactions reviewed could not be tied to a check due to the check not being provided to
Henry & Peters, P.C. for review.

¢ Based on notes provided on the receipt, the general ledger account coding does not appear reasonable for 5 of
64 (8%) transactions reviewed.

¢ Sufficient documentation was not provided to determine the reasonableness of the general ledger account for 25
of 64 (39%) transactions with general ledger coding reviewed.

Comments on “Gasoline” expenses:

We reviewed the “Vendor Check Inquiry” report documenting all checks made payable to Chevron/Texaco and
Conoco/Phillips 76 noting 7 checks were cut during the 2010 fiscal year. Two (2) of the checks were not located;
therefore, 5 checks and their supporting documentation were reviewed with the following comments noted:

o  We noted two general ledger accounts with the description “Vehicle Fuel” for the General Fund.

o  The gas credit card user could not be determined as the user’s name was not documented on the receipt provided
for all transactions reviewed.

s Documentation of the individual check out the Conoco/Phillips 76 or the Chevron/Texaco credit card could not
be located on the Business Department’s “Credit Card Checkout Log”.

¢ Detail information (i.e., number of vehicles traveling, purchaser, etc.) was not provided on the receipts.
e Approval for the individual expenses could not be located on the receipts.

e We noted tax was paid for non-fuel items purchased at the station with the credit card.

LR R R RN ]

Our review of agreed- upon procedures, made for the limited purpose described in this report, would not necessarily
disclose all material weaknesses in the system, Accordingly, we do not express an opinion on the ISD’s system of
internal control taken as a whole.

This letter is solely for the information of the Board of Trustees and should not be used for other purpoSes.

We would like to acknowledge the courtesies and assistance extended to us by personnel of the Grand Saline
Independent School District during our examination.

Should you have any questions concerning the matters presented herein, we shall be pleased to discuss them with you

at your convenience.
% _e'/.o/&; / C.

Tyler, Texas
January 12, 2011




