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To the Board of Education 
Davenport Community School District 
Davenport, Iowa  
 

In connection with our audit of the financial statements of Davenport Community School District as of and for the year 
ended June 30, 2009, we identified deficiencies in internal control over financial reporting (control deficiencies). 

A control deficiency 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 deficiency in design exists when a control necessary to meet the control objective is missing, or when an 
existing control is not properly designed so that even if the control operates as designed, the control objective would 
not be met. A deficiency in operation exists when a properly designed control does not operate as designed or when 
the person performing the control does not possess the necessary authority or qualifications to perform the control 
effectively. 

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 financial statements will not be prevented, or detected and 
corrected on a timely basis. 

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with governance. 

We have separately communicated, to you and the Board of Education, identified deficiencies that we determined to 
be significant deficiencies or material weaknesses.   

Following are descriptions of other identified control deficiencies that we determined did not constitute significant 
deficiencies or material weaknesses: 

Cash receipts: The Associate Director of Finance’s Administrative Assistant has the ability to collect cash 
insurance payments, grant funding, building usage fees, and other miscellaneous fees. This individual is also 
able to post journal entries, which are approved before posting, but there is no review over the posted journal 
entries. To strengthen the controls already in place, we recommend an individual independent of the cash 
receipts and journal entry posting cycles review the journal entries posted to the system. 

Capital assets: During our testing of capital assets in the current year, we noted that one of twenty-three assets 
tested was improperly capitalized. The instance was a result of the District capitalizing a portion of a construction 
project relating to sales tax in which the District is reimbursed by the State. We recommend the District review all 
capital outlay expenditures to ensure only those expenditures deemed to be capital outlay expenses of the 
District are capitalized. 

Payroll: During our testing of payroll controls in the current year, we noted that one of the seven employees 
selected for testing did not have a supervisor’s approval on their timesheets. We recommend that the District 
supervisors approve all timesheets that are submitted to the payroll department to ensure appropriate 
information is being reported.
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School activity and agency fund accounts:  

 School activity funds are taken in at each of the schools. The school secretaries may collect cash, make 
out the deposit tickets, and post activity to the school activity system called Quicken. A courier takes all 
money to the bank. The compensating controls in place are that each school has a prenumbered receipt 
book. Receipts are to be given out for any monies collected. Receipt documentation as well as deposits 
slips returned from the bank are sent to the District’s business office to enter into the general ledger 
system as well as reconcile to the deposits made to the bank on a daily, weekly and monthly basis. After 
the monthly bank reconciliation process has been completed by the District’s business office, a report is 
sent back to each of the schools for them to reconcile the activity that was posted on the District’s general 
ledger system to their internal records and system. The reconciliations are to be approved and then sent 
back to District’s business office. We wanted to stress the importance of the compensating controls of the 
reconciliation process completed by the District’s business office such as, accounting for receipt 
sequences, reconciling to the bank statements, and obtaining the approved reconciliation sheets back 
from each of the schools to ensure each school is reviewing the activity posted to the general ledger to 
their internal records. In addition, through inquiry with a few schools in the current year, it is our 
understanding that pop monies collected out of the vending machines are not always being counted by 
two individuals together. We recommend there always be two people collecting and counting the monies 
together. Once the monies are counted and recorded, they should be placed in a locked bank bag for the 
courier to take to the bank.   

 There are three school activity funds, North High School, Kimberly Center and Truman Elementary, and 
four agency funds, Central Concessions, Truman Pop Account, Young Staff Pop Account and West 
Alumni Shrine Hallway that are currently in a deficit position. Monies for these types of programs should 
not be spent prior to funds being available. In order to mitigate fraud and misuse of activity or agency 
funds, we recommend controls be put in place to ensure these funds are not deficit spending.  

This communication is intended solely for the information and use of the Board of Education, management, others 
within the organization, and appropriate regulatory or oversight bodies and is not intended to be and should not be 
used by anyone other than these specified parties. 

 
Davenport, Iowa 
November 19, 2009 




