VIRGINIA BEACH CITY PUBLIC SCHOOLS
CHARTING THE COURSE

MEMORANDUM

DATE: February 19, 2020

TO: Audit Committee of the School Board of the City of Virginia Beach
FROM: Terrie L. Pyeatt, CPA M

Director, Office of Internal Audit

SUBJECT: Change in Principal School Activity Funds Audit
Adult Learning Center

We have audited the accompanying statement of cash receipts and disbursements of the
school activity funds for Adult Learning Center for the four-month period from July 1,
2019 to October 31, 2019. This financial statement is the responsibility of management.
Our responsibility is to express an opinion on this financial statement based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.
We believe that our audit provides a reasonable basis for our opinion.

Government Auditing Standards also require that we consider internal controls over
financial reporting and compliance with requirements of laws, regulations, contracts, and
grants. Management is responsible for establishing and maintaining effective internal
controls. In planning and performing our audit, we considered internal control over
compliance with requirements that could have a direct and material effect on the financial
reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statement. Accordingly, we do not express an opinion on the
effectiveness of internal control over financial reporting.
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A material weakness is a condition in which the design or operation of one or more of the
internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements
being audited may occur and not be detected within a timely period by employees in the
normal course of performing their assigned functions. We noted no matters involving
control over financial reporting and its operation that we consider to be material
weaknesses.

As described in Note 1, Adult Learning Center prepares the school activity funds financial
statement on the basis of cash receipts and disbursements, which is a comprehensive basis
of accounting other than U.S. generally accepted accounting principles. The principal is
responsible for the financial records, maintained on a cash basis, which reflect the receipt
and disbursement transactions of the school activity funds.

In our opinion, the financial statement included in this report presents fairly, in all material
respects, the school activity funds cash balance for Adult Learning Center as of October
31, 2019, and the recorded cash transactions for the four-month period then ended using
the cash basis of accounting, which is a comprehensive basis of accounting other than U.S.
generally accepted accounting principles.

cc:  Dr. Joey H. Phillips, Director
Mr. Daniel F. Keever, Senior Executive Director of High Schools
Dr. Donald E. Robertson, Jr., Chief Schools Officer

Ms. Crystal M. Pate, Director, Office of Business Services
Mr. Farrell E. Hanzaker, Chief Financial Officer
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STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS

For the Four-Month Period Ended October 31, 2019

Balance Cash Cash Balance
7/1/19 Receipts Disbursements  Transfers 10/31/19
Capital Assets $ 67,041 - - - 67,041
GED Test Compensation 49,254 4,220 3,688 - 49,786
Future Improvements 40,065 201 - - 40,266
English Language Acquisition (2,026) 62,065 29,351 - 30,688
Publicity/Public Relations 19,540 - - - 19,540
Language Courses 428 13,300 670 (14) 13,044
Virginia Beach Correctional Center GED Program - 11,829 - - 11,829
Condensed Curriculum International Courses 1,545 26,518 20,740 - 7,323
Pepsi 3,825 2,175 - - 6,000
Technology Courses 138 5,724 765 (14) 5,083
General Interest Courses - 4,522 117 (14) 4,391
Professional Improvement 5,298 - 1,226 - 4,072
Arts and Crafts Courses 705 4,864 1,951 (28) 3,590
Personal Professional Development Courses 96 3,726 523 (14) 3,285
Adult Basic Education 4,014 4,966 5,899 - 3,081
General/Miscellaneous 3,530 9 539 - 3,000
Cooking Courses 719 2,693 638 (42) 2,732
Office Supplies 2,935 378 998 - 2,315
Charge Card Fees 3,163 - 1,048 - 2,115
ED2GO Courses 66 1,830 - - 1,896
Donations 2,362 - 957 - 1,405
Postage 1,349 - - - 1,349
Gift Certificates 973 - - - 973
Student Welfare 797 - - - 797
Scholarships 733 - - - 733
Telephone 824 - 141 - 683
Non-Resident Fee - 624 60 - 564
Procurement Card Rebate 448 - - - 448
Office Depot Rebate 416 - - - 416
Course Processing Fee 5 432 48 - 389
Interest 93 289 - - 382
GED Graduation (267) 595 - - 328
PayPal Service Fee 222 - - - 222
Hospitality 276 - 77 - 199
Student Withdrawal Fee - - - 154 154
Snack Machine - 113 - - 113
Equipment/Furniture 7,927 1,510 9,332 - 105
Staff Welfare 807 - 726 - 81
Change Fund (150) - - - (150)
GED Practice Test (411) - - - (411)
Medical Courses 84 461 1,055 (28) (538)
Pearson Vue Vouchers (9,767) 8,240 900 - (2,427)
Licensed Practical Nursing - 7,691 29,966 - (22,275)
Total $ 207,057 168,975 111,415 - 264,617
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NOTE TO THE FINANCIAL STATEMENT

NOTE 1 - Reporting Entity

Nature of Activities

The Commonwealth of Virginia requires that school activity funds be audited at least once
a year by a duly qualified accountant or accounting firm approved by the local school
board. School Board Policy 3-46 Audits requires that a special audit of individual school
accounts be conducted whenever there is a change in principal or bookkeeper or at the
request of the Audit Committee. School activity funds are comprised of numerous school
activities and course offerings. The principal at each school is responsible for the records
that are maintained for each fund.

Significant Accounting Policy

The financial statement has been prepared on the cash receipts and disbursements basis of
accounting. Under that basis, the only asset recognized is cash, and no liabilities are
recognized. All transactions are recognized as either cash receipts or disbursements, and
noncash transactions are not recognized. The cash basis differs from accounting principles
generally accepted in the United States of America primarily because the effects of
outstanding receivables and payables at the date of the financial statement are not included
in the financial statement.

Cash

The principal and bookkeeper must establish a bank account in the name of the School
Board of the City of Virginia Beach and the school name using the School Board’s Federal
Identification Number. This shall be the account for all school activities and all school
activity funds. The account should be an interest-bearing checking account. The principal
is also authorized to open a savings account or a certificate of deposit in the name of the
school. During the audit period, there were no significant violations of those provisions.

The bank balances were collateralized in accordance with the Virginia Security for Public
Deposits Act (the “Act”). Under the Act, banks holding public deposits in excess of the
amounts insured by the Federal Deposit Insurance Corporation must pledge collateral in
the amount of 50% of excess deposits to a collateral pool in the name of the State Treasury
Board. The State Treasury Board is responsible for monitoring compliance with the
collateralization and reporting requirements of the Act and for notifying local
governments of compliance by banks.
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