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To the Board of Education 
Northeast Community School District 
Goose Lake, Iowa 
 
In connection with our audit of the financial statements of the Northeast Community School District as 
of and for the year ended June 30, 2011, 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 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. 
 
Following is a description of identified control deficiencies that we determined did not constitute 
significant deficiencies or material weaknesses: 
 

1) The District monthly prints a Board Report from their software that details vendor, fund, 
invoice, description, and amount.  This report is used for the Board to approve monthly bills 
before checks are released except for manual pays which are approved on the next month’s 
report.  In order to improve controls, this report should be listed in check sequence order so the 
Board can monitor that all transactions are included on the report for their approval.  Manual or 
non-routine checks should be listed separately so that the Board is cognizant that these checks 
were released prior to their approval at a Board meeting.  In addition, automatic withdrawals or 
web-based payments are not included in the Board report.  These transactions are all assigned a 
check number and should be included in the check sequence given to the Board for approval. 
  

2) During our testing, we selected a sample of disbursement transactions and noted the following: 
 

 An invoice for training for the Business Manager and Board Secretary did not have 
approval documentation.  All training invoices should be approved by the employee’s 
supervisor.  We recommend the Superintendent approve training or other invoices 
initiated by the Business Manager and Board Secretary. 
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 A payment for Xerox did not have a supporting invoice.  All checks should be matched 
with the supporting purchase order and invoice.  In addition, approvals for all check 
requisitions and purchase orders were not denoted by a signature.  All check 
requisitions and purchase orders should have documentation of appropriate approval 
prior to purchase and payment of the invoice. 

 

3)  We noted that supporting documentation of receipts from fundraisers or activity funds many 
times consists only of a memo or note listing the purpose of the receipt and the amount.  We 
recommend the District implement a standard form or process for collection of receipts that 
includes acknowledgement from the payer and fee or donation collected. 

 
4)  Cash reconciliation procedures: 

 

 The District transferred money from the Gateway General Account to a non-interest 
bearing account for the Education Jobs program.  The program requires deposits to a 
non-interest bearing account.  The amount transferred was shown as an outstanding 
deposit.  The District should record a separate cash account and make entries to 
transfer the funds appropriately on the general ledger. 
 

 Interest to the General Fund account was reflected as a negative deposit in transit.  The 
amounts were properly included in the bank balance and should be posted to interest 
revenue as it was earned in June. 

 

 The District has an activity fund account that is used for Junior Achievement.  Currently, 
this account is not recorded in the District’s general ledger.  The account should be 
recorded as a cash account in the District’s Activity Fund and the transactions of the 
fund should be properly reflected on the general ledger. 

 
 
This communication is intended solely for the information and use of management, the Board of 
Education, federal awarding agencies and pass-through entities and is not intended to be and should not 
be used by anyone other than those specified parties. 
 
 

 
 
Overland Park, Kansas 
January 17, 2012 
 


