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To the Audit Committee 
Wheatland-Chili Central School District 
Scottsville, New York 
 

 
We have performed a review of the internal controls of the Purchasing, Claims, Accounts Payable and 
Cash Disbursement functions.  We obtained an understanding of these internal controls by inquiry, 
observation and the inspection of documents and records.  Our review included: tests on invoices; 
purchases orders; cancelled checks; bank reconciliations; and the policies and procedures applicable to 
these functions. 
 
We conducted our review in accordance with attestation standards established by the American Institute 
of Certified Public Accountants.  Such standards require that we understand the School District’s 
management controls and compliance with those laws, rules and regulations that are relevant to the 
District’s operations that are included in our scope.  A review includes examining, on a test basis, 
evidence that supports the transactions performed in the Purchasing, Claims, Accounts Payable and 
Cash Disbursement functions.  We believe our review provides a reasonable basis for our findings, 
conclusions and recommendations included in this report. 
 
It should be noted that the comments herein may be critical by nature and do not include the many 
strengths inherent in the District. 
 
 
 

 
 
EFP Rotenberg, LLP 
Rochester, New York 
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BACKGROUND: 
 
The Wheatland-Chili Central School District (District) is located in Monroe County and has a total 
enrollment of approximately 725 students combined for the high school, middle school, and elementary 
school.  During the period under review (January 1, 2012 – January 31, 2013), the District processed 
approximately $7.5 million in payables and internal disbursements through the general fund.   
 
 
OBJECTIVE: 
 
The objective of our audit was to evaluate the internal controls over the Purchasing and Disbursement 
processes at the Wheatland-Chili Central School District.   
 
 
AUDIT SCOPE, PROCEDURES AND FINDINGS:    
 
Our overall goal was to assess the adequacy of the internal controls put in place by officials to safeguard 
the assets of the Wheatland-Chili CSD.  To accomplish this, we performed a risk assessment of the 
District’s internal controls evaluating the risk within each control cycle.  Our risk assessment evaluated 
the following areas or control cycles:  Budgeting; Cash Receipts and Revenue; Transportation; Food 
Service; Extraclassroom Activity Fund; Capital Assets/Projects and Indebtedness; Purchasing, Claims, 
Accounts Payable and Cash Disbursements; Payroll and Personnel; and Accounting, Reporting and 
Information Technology.  Using our risk assessment report dated January 15, 2013, and other criteria, 
the Audit Committee of the District selected to review the purchasing, claims, accounts payable and 
cash disbursements area.  As a result, our testing was limited to this area. 
 
In performing our review of the purchasing, claims, accounts payable and cash disbursements functions 
of the Wheatland-Chili CSD, we started by obtaining the disbursements for all funds in electronic form 
for the audit period chosen.  Our scope included all transactions occurring from January 1, 2012 through 
January 31, 2013.   
 
The disbursement data was imported into our auditing software (IDEA) and we applied various 
analytical procedures such as Benford’s Law, gap detection, duplicate analysis, etc. to determine our 
sample selections.  For the sample selection, we examined invoices, purchase orders, purchase 
requisitions and performed a comparison against the electronic data processed by the District.  We also 
analyzed the warrants for each period, cancelled checks, bank reconciliations and all supporting internal 
claims auditor documentation.   
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AUDIT SCOPE, PROCEDURES AND FINDINGS (Continued):    
 
Our examination included the following procedures: 
 
Purchase Orders, Requisitions and the Purchasing Agent  

 Reviewed a sample of the current year’s purchase orders to determine that they are reviewed by 
the purchasing agent. 

 Interviewed the purchasing agent and reviewed purchase order files and schedules of claims to 
determine the extent to which open purchase orders are used and the effectiveness of the 
controls. 

 Reviewed district files and the purchasing policy to determine the extent to which the bidding 
process is utilized. 

 
 Reviewed procedures established for the initiation, approval and use of purchase requisitions. 

 
 Verified purchase orders can only be initiated based on an approved requisition. 

 Examined a sample of paid claims for the past year to determine whether receiving reports are 
routinely included with the claim. 

 
 Examined purchase orders to ensure they are pre-numbered, all numbers are accounted for and 

all forms are strictly controlled. 
 
 Inquired if the district limits its use of confirming purchase orders (issued purchase order after 

the item is purchased) to emergency purchases. 
 
 Examined blanket purchase orders to determine if they have a fixed monetary limit. 

 Reviewed a sample of claims to determine whether signatures and dates are legible on purchase 
orders. 

 
FINDINGS: 
 
The controls over the Purchase Orders, Requisitions and Purchasing Agent procedures are operating 
effectively with the following exceptions noted:   
 
1. We noted that a number of purchase orders in our sample were both initiated and approved by 

the Purchasing agent.  These purchase orders were generally recurring and represented various 
types of annual spending that broadly benefit the District, such as utilities, insurance, etc.   
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AUDIT SCOPE, PROCEDURES AND FINDINGS (Continued):    
 
Purchase Orders, Requisitions and the Purchasing Agent (Continued) 

 
2. We noted one confirming purchase order that was dated after the product had been ordered and 

invoiced.  Overall, it appears this was an isolated exception and that the District’s purchasing 
policies are working effectively and confirming purchase orders are not common. 
 

 
RECOMMENDATIONS: 

 
1. We recommend the District consider modifying the process for establishing these types of 

recurring purchase orders.  Internal controls are strongest when no single person has the 
authority to both initiate and authorize purchase orders.  In order to improve the checks and 
balances in this area, the District could require a different individual to initiate the request for 
these types of purchase orders.  Alternatively, the District could implement a compensating 
control in which the Business Official or the Superintendent would review for propriety all 
purchase orders that were both initiated and approved by the Purchasing Agent. 

 
2. We recommend the District continue to follow its established purchasing policies and discourage 

the occurrence of confirming purchase orders.  Internal controls are less effective and the 
District’s ability to properly scrutinize and authorize purchasing requests is diminished when 
orders are placed before an approved purchase order is created. 

 
 

COMMENT: 
 

We  identified a number of purchase orders that were created using the authorization signature of 
the Acting Business Manager subsequent to his departure last year.  While this confirms an issue 
that was previously reported in this year’s risk assessment update, it has since been corrected by 
the District and no further corrective action is required at this time.  Also, our review of the 
supporting documentation for these transactions indicated they were legitimate District expenses 
that followed proper purchasing procedures in all other respects, and were reviewed and 
approved by the internal claims auditor.   

 



 

6 

AUDIT SCOPE, PROCEDURES AND FINDINGS (Continued):    
 
Claims and Invoice Testing  
 
 Reviewed invoices to determine if the District is taking advantage of discounts offered by 

vendors. 
 
 Inquired if invoices are perforated or stamped at the time the check is signed for payment to 

prevent paying the same invoice twice. 

 Verified invoices are compared to purchase orders and receiving reports to verify prices, terms, 
etc. prior to payment. 

 
FINDINGS: 
 
The controls over the Claims and Invoice area are operating effectively with no exceptions noted. 
 

 
Cash Disbursement Processing Procedures  

 Evaluated the security of the check signing process to determine if the following procedures are 
being adhered to: 

 
o The treasurer holds the key to the check signing instrument and does not surrender nor 

delegate their responsibility to any other individuals. The treasurer is present and controls 
the affixing of his signature when checks are run. 

 
o The check-signing instrument is being maintained in a protected area. 

 
o Checks and the check-signing instrument are not available to unauthorized individuals. 

 
o The check-signature register is being maintained by the treasurer who records the first 

and last number of checks run, the date of the run, and the sequential number of voided 
checks within each run and the signature of the treasurer. 

 
o Voided or spoiled checks are properly marked and retained. 

 
o Verified blank checks and other financial stationery are safeguarded against theft, loss or 

misuse. 
 
 Determined if the District has authorized at least two individuals to sign checks. 
 
 Inquired if the District requires two signatures on checks over a defined threshold amount.  

 
 Reviewed cancelled checks to ensure they are not being made out to “cash.” 
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AUDIT SCOPE, PROCEDURES AND FINDINGS (Continued):    
 
FINDING: 
 
The controls over Cash Disbursement Processing are operating effectively with the following 
exception noted: 
 
1. The District has experienced significant turnover and various responsibilities have been 

reassigned in the Business Office.  As a result of these changes, current procedures only require 
one person to initiate and authorize online bank transactions. 

 
 

RECOMMENDATION: 
 

1. We recommend the District revise current procedures in order to improve internal controls and 
oversight over these transactions.  The District should require that two independent individuals 
be involved in initiating and authorizing online banking transactions.  This item was also 
identified during the District’s 2011-12 independent audit of its financial statements.  The 
District is currently working to address this issue. 

 
 
Other 
 
 Reviewed the general fund bank reconciliations to ensure that the account was timely and 

accurately reconciled and reviewed by another individual.   
 
 Inquired as to whether or not the District cooperatively bids through BOCES or with other 

districts to obtain a better price on items. 
 
 Verified the District has established and maintains a list of approved vendors with whom it 

customarily conducts business. 
 
 Reviewed consultant contracts to ensure they are signed, dated and the contracts provide the 

details, dates and costs of the services to be provided. 
 
 Reviewed the personnel policy and job duty statements to ascertain whether employees are cross 

trained and whether vacations are required. 
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AUDIT SCOPE, PROCEDURES AND FINDINGS (Continued):    
 

Other (Continued) 
 
FINDING: 
 
The controls over this area are operating effectively with the following exception noted: 

 
1. There is currently a high concentration of various business office responsibilities assigned to a 

single staff position.  The Purchasing Agent has the ability to add/update the vendor listing and 
also authorize purchase orders.  This individual also currently has rights to perform the accounts 
payable clerk’s duties, such as processing invoices for payment.  Finally, this individual is also 
the District Treasurer and has the responsibility for issuing checks.  Some of these duties have 
become particularly concentrated due to recent turnover in the Business Office and 
responsibilities over various business functions that have been modified and/or reassigned.  The 
Purchasing Agent has retained the ability to perform certain functions in order to assist and train 
new staff. 

 
RECOMMENDATION: 
 
1. Many small school districts are often challenged to adequately segregate duties due to the limited 

staff size of the Business Office.  These challenges at the District have been exacerbated by the 
recent turnover and associated training and oversight of new staff.  We recommend the District 
attempt to minimize these control deficiencies as soon as is practical, given the circumstances of 
the Business Office.  The District expects that the Purchasing Agent’s rights and access to 
perform the accounts payable clerk’s duties in the accounting system will be modified once the 
new staff member is fully trained.  Until that time, the District’s claims auditor is a primary 
mitigating control that can ensure that disbursements represent valid District expenses. 

 
 

CLOSING: 
 
We would like to thank the staff of the Wheatland-Chili Central School District for their cooperation 
and hospitality during the audit. 

 


