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To the School Board 
Windham School District 
 

In planning and performing our audit of the basic financial statements of the 
Windham School District (the “District”) as of and for the year ended June 30, 2017, 
in accordance with auditing standards generally accepted in the United States of 
America, we considered the District’s internal control over financial reporting (internal 
control) as a basis for designing our auditing procedures for the purpose of express-
ing our opinions on the financial statements, but not for the purpose of expressing an 
opinion on the effectiveness of the District’s internal control. Accordingly, we do not 
express an opinion on the effectiveness of the District’s internal control over financial 
reporting. 

A deficiency in internal control exists when the design or operation of a control does 
not allow management or employees, in the normal course of performing their 
assigned functions, to prevent, or detect and correct misstatements on a timely 
basis. A material weakness is a deficiency, or a combination of deficiencies, in internal 
control, such that there is a reasonable possibility that a material misstatement of the 
entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis. 

Our consideration of internal control was for the limited purpose described in the first 
paragraph and was not designed to identify all deficiencies in internal control that 
might be material weaknesses. Given these limitations, during our audit we did not 
identify any deficiencies in internal control that we consider to be material weak-
nesses. However, material weaknesses may exist that have not been identified. 

During our fiscal year 2016 audit of the basic financial statements of the District and 
our internal control review (report dated December 20, 2016), we became aware of 
other matters that we believe represented opportunities for strengthening internal con-
trols and operating efficiency. During our fiscal year 2017 audit of the basic financial 
statements of the District we reviewed the status of those recommendations and 
suggestions concerning those matters (documented following this letter). 



2 

The purpose of this communication, which is an integral part of our audit, is to 
describe for management and those charged with governance, including those 
overseeing the financial reporting process, the scope of our testing of internal control 
and the results of that testing. Accordingly, this communication is not intended to be 
and should not be used for any other purpose. 

January 31, 2018 
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Entity-Level Controls 
 
 
Prior Year Recommendation 
The District should apply the concepts of COSO’s ICIF in furthering its entity-level 
controls.  
 
Current Year Status 
The District has reviewed the recommendation and has improved and/or imple-
mented internal control components both formally and informally, as considered 
necessary.  
 
Further Action Recommended 
None. 
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Anti-Fraud Controls 
 
 
Prior Year Recommendation 
The District should expand current anti-fraud programs and controls in order to 
prevent and detect potentially fraudulent activity.   
 
Current Year Status 
In fiscal year 2017, a whistleblower policy was implemented. The District will make 
employees, the Board, and committee members aware of the policy at least annually 
by means of electronic communications and inclusion in the employee handbook, 
and will require acknowledgement by employees as part of their contract. 
 
Further Action Recommended 
None. 
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Governance 
 
 
Prior Year Recommendation 
Additional entity-level controls related to governance should be implemented. 
 
Current Year Status 
In order to address the recommendation, the District: 
 

 Provided training to administrative staff, including recently implemented poli-
cies related to governance, fraud, and internal controls. 

 Created an Audit Committee. 

 Created a policy requiring written conflict of interest statements for Board and 
committee members, employees, and vendors. 

 Created a policy requiring approval by the Board of any non-District spon-
sored activity, camp, event, training, etc. being conducted on District property. 

 Created a policy requiring Board approval of the use of the District’s name or 
logo by any non-District sponsored activity.  

 Provided training to related to Board and committee members including 
meeting “best practices”. 

 Implemented changes in budgeting based on the District’s strategic plan. 
 
Further Action Recommended 
None. 
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Financial Reporting 
 
 
Prior Year Recommendation 
Improvements should be made to financial reporting, including more specific 
information in the reporting package provided to the Superintendent and the Board 
or Finance Committee (in advance of the meeting) each month. 
 
Current Year Status 
We understand that standardized reports have been created in the accounting 
software and will be used to provide the following: 
 

 Budget versus actual summary and detailed reports. 

 Cash summary and cash flow report. 

 Line item transfers report. 
 
Further Action Recommended 
None. 
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General Ledger 
 
 
Prior Year Recommendation 
Improvements should be made related to categorization of expenditures, fund balance 
transfers, and accounting system access.   
 
Current Year Status 
In order to address the recommendation, the District has: 
 

 Budgeted benefits by cost center (fiscal year 2019). 

 Not made any fund balance transfers other than those included in the budget 
(fiscal year 2017). 

 Reviewed accounting system user roles. 
 
Further Action Recommended 
Additional user roles based on area of responsibility should be created in order to 
restrict access to only those modules and functionality required to perform assigned 
duties.   
 
District’s Response 
The recommendation above is currently in the process of being addressed. 
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General Controls for Information Technology (Related to Financial Reporting) 
 
 
Prior Year Recommendation 
Additional entity-level controls related to information technology (IT) should be imple-
mented.  
 
Current Year Status 
In order to address the recommendation, the District: 
 

 Reviewed accounting system access to modules necessary for performance 
of responsibilities, and the approval for access changes.  

 Implemented a new backup and recovery process through cloud software. 
 
Further Action Recommended 
Additional user roles based on area of responsibility should be created in order to 
further restrict access to only those modules and functionality required to perform 
assigned duties. Written procedures for access changes should be implemented.   
 
District’s Response 
The recommendation above is currently in the process of being addressed. 
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Budgeting 
 
 
Prior Year Recommendation 
Improvements should be made to certain components of the budget process, as well 
as budget reporting. 
 
Current Year Status 
In order to address the recommendation, the District: 
 

 Implemented a policy for line item budget transfers. The Superintendent or 
designee is authorized to transfer funds between line items up to $5,000. 
Transfers shall be reported to the Board at the next meeting.   

 Changed budgeting methodology to better align with long-range goals and 
objectives (fiscal year 2019). 

 Properly reported transfers to reserve funds on the MS-22 (fiscal year 2017). 
 

Further Action Recommended 
As part of the fiscal year 2017 financial audit, an accounting system report showing 
all line item transfers was obtained. Transfers occurring after June 6, 2017 were 
selected for further review. Comments and recommendations are as follows: 

 The transfers identified on the report as being approved on June 20, 2017 by 
the Board were unable to be traced to a vote in the Board minutes. There 
should be a documented vote stating the approved amounts and associated 
line items (to line number, from line number, amount, purpose), or an attach-
ment that is part of the official approved minutes.  

 Transfers up to $5,000 were not reported to the Board at the next meeting as 
required by policy. 

 Transfers were not able to be traced to the transfers request document in 
Google Docs (identifies the individual requesting the transfer, purpose, etc.). 
Either the Google Doc showing support for the request should be reconciled 
to actual transfers made in the accounting system, or another method of doc-
umenting transfer requests should be implemented. Consider using the same 
process for accounting/adjusting journal entries (where the approved journal 
entry report and attached documentation is used as support for the entry). 
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 It would be a better segregation of duties if the Superintendent’s designee 
does not both approve transfers under $5,000 and post the transfers to the 
accounting system. Instead, approved transfers should be given to the 
Accountant for posting. 

 
District’s Response 
Going forward, two individuals will be involved in this process, and support and 
documented approval will be used as source documentation for posting to the 
accounting system.   
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Treasury Function 
 
 
Prior Year Recommendation 
The District’s processes and controls with respect to the treasury cycle should be 
improved, including addressing the lack of segregation of duties, roles and respon-
sibilities of the treasury function, and custody of accounts. 
 
Current Year Status 
The District has addressed the recommendation by implementing an Assistant Treas-
urer position, including removing individuals with access to the general ledger and 
responsibility for approving disbursements as check signers from District accounts. In 
addition, the roles and responsibilities of the Treasurer/Assistant Treasurer have been 
reviewed and are currently in the process of being revised in order to strengthen the 
treasury function to serve as an effective internal control. Custody of certain District 
accounts has been reviewed and changes made. 
 
Further Action Recommended 
None. 
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Purchasing and Vendor Disbursements 
 
 
Prior Year Recommendation 
Improvements should be made to internal controls related to the purchasing and 
vendor disbursements processes. 
 
Current Year Status 
In order to address this recommendation, the District: 
 

 Created a policy for the use of credit cards.  

 Reduced the number and usage of credit cards. 

 Discontinued individuals from approving charges to their own credit cards and 
using credit cards for retirement parties, gifts, and personalized equipment. 

 Discontinued the purchase of gift cards and iTunes cards. 

 Changed the process for transactions between the District and student activ-
ity funds.   

 Improved the supporting documentation, including documented approvals, 
related to vendor disbursements. 

 Improved the segregation of duties within the vendor disbursements process. 

 Is in the process of implementing an automatically generated report from the 
accounting system where changes to the vendor master file are emailed to an 
individual that is not responsible for vendor disbursement processing, for review 
and approval.  

 
Further Action Recommended 
We recommend that a written process for initiating and approving requisitions, 
purchase orders, and approval to pay should be implemented. This process should 
include more specific documentation requirements related to procurement, as well 
as an “authorization matrix” that indicates which individuals or positions have the 
authority to initiate and approve.  
 
In fiscal year 2017, a sample of disbursements was tested for operating effective-
ness (including proper external supporting documentation and authorized approv-
als). There were several instances noted where administrative assistants approved 
disbursements for their departments. We recommend that a clearly defined author-
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ization matrix be developed in order to document approval levels. For situations 
where an individual has been designated by another to approve disbursements, this 
authorization should be documented, approved, and provided to the Business Office 
so that individuals involved in processing disbursements are aware of the individuals 
that are authorized.    
 
In addition, in fiscal year 2017, a sample of procurements requiring quotes or bids 
was tested. Improvements were noted during the latter part of fiscal year 2017; 
however, lack of documentation to support compliance with the District’s procure-
ment policies was noted. Specifically, although the District does not have a policy to 
retain support for procurements, we recommend that one be implemented in order to 
support procurement decisions. Documentation to be retained should include the 
detailed proposal/quote information from the vendor including both prices and speci-
fications, and information that supports the decision such as lowest price, most 
qualified vendor, etc.  
 
District’s Response 
The District is in the process of addressing the above recommendations, including a 
list of individuals that are designated for each cost center to authorize requisitions 
and approve disbursements. Further training in purchasing and procurement pro-
cess is also being considered.  
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Payroll Cycle 
 
 
Prior Year Recommendation 
We recommended that improvements be made to internal controls related to the 
payroll disbursement process. 
 
Current Year Status 
In order to address this recommendation, the District: 
 

 Is in the process of implementing an automatically generated report from the 
accounting system where changes to the payroll master file are emailed to an 
individual that is not responsible for payroll processing, for review and approval.  

 Reviewed the process for approving final payout calculations, including the 
requirement for an authorized individual that is not involved in payroll process 
or the calculation itself, to document the approval.  
 

Further Action Recommended 
An accounting system report was obtained showing all terminated employees for fiscal 
year 2017. From that report (3) employees were selected for testing to supporting 
documentation, including properly approved (by the employee, HR, and BA) and 
signed final payroll calculations. (1) selection was tested for agreement with payroll 
reports showing actual final payments. Results – (1) selection did not have the 
signature of the BA.   

A list of fiscal year 2016 retiring employees that were paid in fiscal year 2017 was 
obtained.  From the list (4) retiring employees were selected for testing to supporting 
documentation, including properly approved (by the employee, Superintendent, HR, 
and BA) and signed payout calculations. (1) selection was tested for agreement with 
payroll reports showing actual payments. Results - The Superintendent’s signature 
was missing for all (4) selections.     

As a result of the above, we recommend that the District improve the documentation 
related to final payouts by requiring that consistent approvals be obtained.   

District’s Response 
The District has since established a process and procedures to address the recom-
mendation. The Business Office and Human Resources will ensure that all parties 
responsible for approval have reviewed and signed off on all payouts to employees.   
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Departmental Receipts 
 
 
Prior Year Recommendation 
We recommended that the District’s processes and controls with respect to depart-
mental receipts, including food service, facilities rentals, summer programs, and 
preschool tuition be improved.  
 
Current Year Status 
In order to address this recommendation, the District: 
 

 Implemented a procedure where the Business Office reviews and reconciles 
Food Service reports to deposits to the bank and the general ledger. 

 Changed the process for certain receipts, in order to improve the segregation 
of duties, to require payment at the District Office.  

 
Further Action Recommended 
In order to improve the segregation of duties, payments for summer programs should 
not be provided to the individual responsible for enrollment. 
 
District’s Response 
The District has reviewed the recommendation and is in the process of exploring 
possible solutions to address the issues noted.   
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Student Activity Funds 
 

During fiscal year 2016, we reviewed the District’s processes and controls with 
respect to student activity funds at the Golden Brook School, Windham Center 
School, Windham Middle School, and Windham High School. Below are the fiscal 
year 2016 recommendations and the status as of fiscal year 2017: 

 
Improve Policies and Procedures for Student Activity Funds 

  
Prior Year Recommendation 
Although a School Board policy related to student activity funds exists, it should be 
expanded to include or make reference to specific procedures for the establishment, 
governance, day-to-day operation, and monitoring of student activity funds. 
  
Current Year Status 
This recommendation has not been addressed.  
 
 
Review Individual Student Activity Funds 
 
Prior Year Recommendation 
Student activity accounts should only be maintained for activities where funds are 
raised by students and expended by those students for their benefit. We recom-
mended the following:  
 

 Each activity’s revenue sources and uses should be reviewed and evaluated 
in order to determine compliance with these guidelines. 

 Certain activities not meeting the criteria, although related to students, should 
be accounted for in the District’s general ledger or handled by outside organ-
izations such as the PTA. 

 Separate principal’s accounts are not student activities and should be 
prohibited. 

 Business Office authorization should be required for each new fund and all 
funds should be reviewed and approved annually. 

 Inactive funds should be reviewed and closed upon authorization of the 
School Board. 
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 Deficit fund balances should be reviewed. 
 
Current Year Status 

 Activity funds were reviewed and evaluated during fiscal year 2017. Certain 
funds not meeting the criteria for student activities were closed out. A review 
of fiscal year 2017 activity noted several active funds that do not meet the 
criteria. We understand that the District is continuing to find resolutions for 
these funds.  

 Separate principal’s accounts were closed out and the balances brought into 
the District’s general ledger for improved oversight and control. 

 Business Office authorization is required for new funds and all funds are 
reviewed monthly by the Lead Accountant as part of student activity fund 
monitoring. 

 Certain inactive funds were reviewed and closed during fiscal year 2017. A 
review of fiscal year 2017 activity noted additional funds that should be 
reviewed. 

 No deficit fund balances were noted at June 30, 2017. 
 
 
Improve the Segregation of Duties                                                            
 
Prior Year Recommendation             
There should be a segregation of duties between custody, record keeping, deposits/ 
receipts, and disbursement of student activity funds. We noted the following issues 
during our review of student activity funds: 

 Several instances where individuals were responsible for record keeping and 
also authorized signers on bank accounts. 

 Several individuals with check signing authority that were also activity fund 
advisors.  

 New bank accounts and signers on bank accounts not required to be 
approved by the School Board. 
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Current Year Status 

 Individuals responsible for record keeping are no longer authorized signers on 
bank accounts. 

 We noted a significant reduction in the number of individuals with check 
signing authority that were also fund advisors. 

 No new bank accounts were opened during fiscal year 2017. The Board 
approves any new bank accounts and signers. 

 
 
Provide Ongoing Training 
 
Prior Year Recommendation 
All individuals involved with processing, recording, and overseeing student activity 
fund transactions should be provided ongoing training to ensure the required level of 
skills are maintained.  
 
Current Year Status 
Training was provided in the fall of 2016.  
   
 
Perform Ongoing Internal Monitoring 
 
Prior Year Recommendation 
We understand that certain monitoring procedures are performed periodically by an 
individual that is not involved in student activity funds. We recommend that this 
monitoring be documented and include communication of issues identified, as well 
as corrective action requirements. 
 
Current Year Status 
 
Comprehensive reviews are now being performed quarterly. 
 
 
Improve Reconciliation and Reporting Procedures 
 
Prior Year Recommendation 
Monthly bank reconciliations should be signed off by both the preparer and the 
reviewer and reconciled to the total of individual fund balances. Further, detailed 
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activity reports showing receipts, disbursements, and fund balances should be 
provided to each fund avisor monthly for review and approval. This review should be 
documented and be included as a step in the internal monitoring process. 
 
Current Year Status 
Monthly reports are signed off by both the preparer and the reviewer and are recon-
ciled to the total of individual fund balances. As a result of the review of June 30, 
2017 activity reports, we recommend that activity fund advisors be listed next to each 
fund. We noted certain funds that may not meet the criteria for student activities 
(where funds are raised by students and expended by those students for their 
benefit) and recommend that all funds be reviewed regularly for compliance.  
 
 
Improve Controls over Receipts 
 
Prior Year Recommendation 
We recommend that pre-numbered forms be required for all receipts that are turned 
over for deposit, and that both the individual receiving and turning over receipts be 
required to sign. In addition, the forms should include an area for both cash and 
checks. A copy of the form should be maintained by the activity fund bookkeeper 
along with copies of checks attached, and by the fund advisor. As part of the internal 
monitoring process, all pre-numbered receipts should be accounted for in the 
accounting records and reviewed by someone that is independent of student activity 
funds. 

Specific procedures and standardized forms for accounting for receipts related to the 
following should be implemented: 

 Ticketed events – accounting for all pre-numbered tickets using a standard-
ized form. 

 Cash events – two individuals present at all times and required to sign off on 
amounts collected using a standardized form. 

 Attendance logs – reconciling the logs to the amount collected and turned 
over for deposit. 

 Field trips – standardized field trip cost calculation form should be required to 
be prepared and approved. A statement of financial accountability should be 
required at the conclusion of the trip showing the costs incurred, amounts 
charged, and calculation of over/under for the trip. 
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Current Year Status 

During fiscal year 2017, we observed the following: 

 Ticketed events – Pre-numbered tickets used and accounted for. 

 Cash events – Two individuals involved in cash events.  

 Attendance logs – Logs utilized. 

 Field trips – Standardized field trip cost calculation form utilized. 
 

Improve Controls over Disbursements 

Prior Year Recommendation 

Although established procedures exist with respect to student activity funds, we 
noted that they were not always consistently followed. Specifically, we noted several 
instances where there was not documented approval by the activity fund advi-
sor. Compliance with established procedures should be included as a step in the 
internal monitoring process. We also recommend the following: 
 

 All written contracts such as travel arrangements, busing, etc. required to be 
reviewed, approved, and executed by the Business Office. 

 Large disbursements required to be paid by the District (reimbursed by the 
activity fund). 

 Dual signatures required for checks over a certain threshold or dual approvals 
required for large disbursements. 

 Competitive bidding/quotes required, consistent with the District’s procure-
ment policies. 

 Checks written to “cash” and cash advances prohibited. 

 All checks, including voids, accounted for in the accounting records and 
reviewed as part of the independent monitoring process. 

 
Current Year Status 

 All written contracts such as travel arrangements, busing, etc. are required to 
be reviewed, approved, and executed by the Business Office. 
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 Large disbursements for equipment or fixed asset purchases are required to 
be paid by the District (reimbursed by the activity fund). Large disbursements 
for field trips are paid directly by the activity fund to the vendor.  

 Dual signatures required were determined to be unnecessary given the changes 
in procedures. 

 Competitive bidding/quotes are required, consistent with the District’s pro-
curement policies. 

 We noted no checks written to “cash” or cash advances other than for cash 
boxes for events.  

 All checks, including voids, are accounted for in the accounting records and 
reviewed as part of the independent monitoring process. 

Further Action Recommended 
We recommend that formal policies, procedures, and annual training for the opera-
tion of student activity funds be implemented. 
 
District’s Response 
The District has reviewed the recommendation and is in the process of exploring 
possible solutions to address the issues noted.   
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Grant Accounting 
 
 
Prior Year Recommendation 
The requirements of 2 CFR Chapter II, Part 200, Uniform Administrative Require-
ments, Cost Principles, and Audit Requirements for Federal Awards (UG) are 
effective for fiscal year 2016 grants. In order to be in compliance with the require-
ments of UG, the District will need to implement the provisions of UG. 
 
Current Year Status 
A policy was developed and approved by the School Board that addresses the 
recommendation.  
 
Further Action Recommended 
None. 
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Fixed Asset and Equipment Tracking 
 
 
Prior Year Recommendation 
We recommended that the District create a fixed asset capitalization policy, maintain 
an inventory, tag items, and perform periodic physical inventories.   
 
Current Year Status 
As of September 2017, the District was in the process of developing the Fixed Asset 
Management Policy DID. This policy establishes the criteria for financial statement 
capitalization, and inventory management (including certain technology items not 
meeting the criteria for capitalization).   
 
The District’s fixed asset listing for items that meet the criteria for financial statement 
capitalization is currently being maintained. In order to comply with the new pro-
posed policy, the listing will need to include location, serial number and model 
number, and fund number. 
 
The District’s IT Department maintains records for technology equipment not 
meeting the criteria for financial statement capitalization using a spreadsheet that is 
updated with additions, disposals, and annually as part of the inventory process. 
Recently, SysAid call tracking has been implemented which creates an inventory 
based on online users. This may be able to be utilized in managing inventory.  
Chromebooks are managed by Google Services. 
 
Further Action Recommended  
The District should complete policies and procedures for asset management 
including policies and procedures for disposals, consistent tracking and monitoring 
of asset listings, asset information that agrees to purchase orders and accounting 
records, and inventory procedures. 
 
District’s Response 
The District has reviewed the recommendation and is in the process of exploring 
possible solutions to address the issues noted.   
 


