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September 15, 2009

To the Board of Education
Jericho Union Free School District
Jericho, New York

Dear Members of the Board:

In planning and performing our audit of the financial statements of the Jericho Union Free School District
(District) as of and for the year ended June 30, 2009, we considered the District's internal control in order to
determine our auditing procedures for the purpose of expressing an opinion on the financial statements and
not to provide assurance on internal control.

During our audit we became aware of several matters that are opportunities for strengthening internal
controls and operating efficiency. The memorandum that accompanies this letter summarizes our comments
and suggestions concerning those matters. This letter does not affect our report on the financial statements of
the Jericho Union Free School District.

The accompanying comments and recommendations are intended solely for the use and information of the
Board of Education, Audit Committee, management, others you deem appropriate within the District, and any
governmental authorities you need to share this information with. It is not intended for use by anyone other
than these specified parties. :

Very truly yours,

%&Ma‘% s reis s L1

Coughlin Foundotos Cullen & Danowski, LLP
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Jericho Union Free School District
For the Year Ended June 30, 2009

Status ior Year Comme
Maintenance of Accounting Records - Modified Accrual Basis of Accounting

The District maintains its accounting records on the cash basis during the year. The District’s governmental funds
financial statements are reported on the modified accrual basis of accounting. At year-end, the District's
accounting records are updated based on the modified accrual basis of accounting to close out the year; this
process includes the following:

recording of receivables at year end,

recording of payables and other liabilities at year end,

reversal of prior year’s receivables and payables,

reclassification of revenues received but unearned to deferred revenue.
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We noted last year that the District’s special aid fund accounting records at year end were not updated based on
the modified accrual basis of accounting. Year end accounting records for other governmental funds were not
completely updated to reflect the modified accrual basis.

We noted this year that the special aid fund was updated at year end, and the District has improved the year end
accounting of other governmental funds to reflect the modified accrual basis of accounting.

Financial Accounting Software

The District utilizes a financial accounting software package, Finance Plus, to maintain its books and records. The
software package is administered and supported by Nassau BOCES.

Last year, we noted the following with respect to controls over the utilization of the financial accounting software:

1. Daily data files backup of District’s data done by Nassau BOCES was not periodically and independently
tested by the District to ensure it was viable. The District relied on BOCES' disaster recovery plan for the
Finance Plus related software and data, but did not have its own District-wide disaster recovery plan in
the event of a catastrophic loss.

2. The books for some of the District's governmental funds were not fully maintained on Finance Plus;
specifically, the special aid fund’s balance sheet, and the school lunch fund’s revenue ledger and balance
sheet were manually maintained on computer spreadsheets instead of Finance Plus.

During the current year’s audit, we noted that the District now asks for documentation of the testing of backup
files from BOCES. The District has also adopted its own disaster recovery plan for technology. In addition, the
District is now maintaining the accounting records all of its funds on Finance Plus.
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Jericho Union Free School District
For the Year Ended June 30, 2009

Request for Funds for Federal Grants

The District receives federal and state grants for educational programs, such as Title I grant and special education
grant. The District receives an advance from the State upon the approval of the grant’s budget; the District can
also request additional funds during the year by submitting Form FS-25 - Request for Funds for Federal or State
Project based on actual expenditures to date and anticipated expenditures during the following month or quarter.

Last year, we noted that the expenditures to date information reported on Forms FS-25 for the Title I and special
education grants was inaccurate, resulting in the receipt of unearned grant revenues at year end.

During this year’s audit, we did not note such findings.

Extraclassroom Activity Funds

Extraclassroom activity funds are the depository of student money. The District has adopted internal procedures
regarding the extraclassroom activities. The New York State Education Department has also published guidelines
titled Safeguarding, Accounting and Auditing of Extraclassroom Activity Funds; these guidelines recommend
procedures for organizing extraclassroom activities, controlling receipts and disbursements, as well as recording
and reporting transactions.

During last year’s audit, we noted the following:

e Some student clubs did not maintain their own accounting ledgers.
e Some faculty advisors were not aware of the NYSED guidelines for extraclassroom activity funds.
¢ The school store did not use its cash register to ring up sales.

e Sales receipts from the school store were not locked in a safe at the Principal’s office before given to the
central treasurer for weekly deposits.

We noted this year that the District distributed copies of its internal procedures for extraclassroom activity funds
to all faculty advisors; however, the procedures did not specify that each club should maintain its own accounting
ledger and profit and loss accounting for fundraisers. We noted that the student store still does not maintain its
own accounting ledger or use its cash register to ring up sales. Cash is kept in the cash register and locked in a
cabinet inside the store overnight. We also noted that some cash deposit forms did not have the signature of a
student officer. The standardized deposit forms used by the clubs do not provide a space for student officer
signature.

We recommend that the District’s communication with extraclassroom activities advisors be expanded to include
the maintenance of each club’s own accounting ledger. The cash register should be used to ring up sales so that
the cash balance can be reconciled at the end of the day. While the cash from the student store is kept in a locked
cabinet, the District should consider requiring all cash be locked in the Principal’s office to provide added
security. We further recommend that the deposit forms be modified to provide a place for student officer’s
signature.
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Jericho Union Free School District
For the Year Ended June 30, 2009

Curr r Comments

Charges for Services Billings

The District bills other school districts for the cost of providing health services, resource room, and tutoring
services to students whose domiciles are in those other districts.

During our audit, we noted that the District did not have a reliable system for tracking and following up on
uncollected billings. As a result, prior year receivables which remained outstanding at the end of the current
fiscal year were not recorded on the books. In addition, the individual responsible for billings also receives
incoming checks to maintain the business office’s daily cash log,

The District has since researched and re-billed these prior year receivables. An audit adjustment to record the
outstanding prior year receivables was accepted and recorded by the District. We recommend that the District
implement a system to track the status of billings receivable and to follow up on their collection. We further
recommend that the functions of billings and updating of receivables be separated from the handling of cash
receipts.

Summer Pro forS nts with Disabilities

The District provides summer programs for students with disabilities under section 4408 of the Education Law.
The District is entitled to State reimbursements of 80% of qualified education, student maintenance and
transportation costs for the program.

We noted that although the District has received approximately $304,000 in State reimbursements during the
current year for the 2003 to 2007 summer programs, as of June 30, 2009 there are still outstanding receivables
totaling more than $599,000 for these programs. Management advised us that the District has been in contact
with the State program offices to try to resolve these receivables. It is possible that some of these receivables
would ultimately be uncollected and may have to be written off against the General Fund.

We recommend that the District continue to work with the State to resolve these outstanding receivables as soon
as possible, and to ensure that the issues that caused the delays are addressed so that future program
reimbursements would not be affected.

f-Insu Den lan B ccount

The District provides dental benefits to its employees through a self-insurance dental plan. A third-party claims
administrator reviews submitted claims and forwards a list of adjudicated claims to the District for approval. The
District then transfers funds to a bank account maintained by the third-party administrator in the District’s name;
reimbursement checks to claimants are issued against this bank account. Each month, the third-party
administrator sends copies of the monthly bank statement, bank reconciliation, and its account ledger to the
District.

During our audit, we noted that the District's Treasurer reviewed the third-party administrator’s monthly
account ledgers; however, bank reconciliations prepared by the third-party administrator were not reviewed to
ensure they were accurate.

We recommend that the District review the monthly bank reconciliations prepared by the third-party
administrator to ensure they are properly and accurately prepared.
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Jericho Union Free School District
For the Year Ended june 30, 2009

Vendors Setup and Changes

The addition of new vendors and changes in vendor information, such as vendor names or addresses, should be
approved by management.

We noted that the Purchasing clerk is responsible for setting up new vendors and making changes to existing
vendors’ information in the computer system. The District’s current procedures do not require management’s
approval of changes to vendors’ information. The Purchasing clerk is not involved in the accounts payable and
cash disbursements functions.

We recommend that changes to vendor information be reviewed and approved by management. In addition,
management should regularly review and sign off on the system’s audit trail report for vendor information
changes as an added control.

Final endiiure Re for Federal or State Project

The District receives federal and state grants for educational programs, such as Title I grant and special education
grant. At the end of each grant year, the District submits final expenditure reports (Form FS-10F) to the State to
report total grant-related program expenditures and to claim for grant reimbursements.

During our audit, we noted a minor difference ($1,477) between the indirect costs (calculated based on a State-
approved rate) reported on a form FS-10F and the District’s accounting records.

We recommend that the District compare all information on forms FS-10F with its accounting records to ensure
they are in agreement before submitting the forms to the State.

the ste oyme nefi eportin

The Governmental Accounting Standards Board issued Statement No. 45 (GASB 45) Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions, which became effective for the District’s
June 30, 2009 financial statements. GASB 45 requires the District to actuarially calculate and disclose in its
financial statements its Other Postemployment Benefits (OPEB) expenses and obligations related to the District's
commitment to pay for a portion of its retirees’ health insurance premiums. The District provides a number of
data and information, e.g. birth dates, hire dates, termination dates, etc.,, to an actuary to perform the actuarial
calculation.

We noted that the District's “Hire Date” information reflects the dates that the employees first entered the State
public schools system, which in some cases are not the same as the dates they were hired by the District.

The implementation of GASB 45 was new this year, and we recognized that there could be miscommunication
between the actuary and the District initially. We recommend that, going forward, the District clarify with the
actuary the information needed, and that all information be reviewed for accuracy before submission to the
actuary.
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