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TC (16) Work Step 
 
Review and assess the internal controls concerning the District’s preparation and distribution of 
the various financial reports summarizing program expenditures and encumbrances to ensure 
they are adequate, thorough, transparent and financially sound. Perform a test of these internal 
controls to assess overall effectiveness (A).70 
 
Ensure the bond program financial reports produced by the Executive Director of Business 
Services (and staff) accurately and completely reflect the financial position of the bond program 
(B).70  
 
(A) Results of Testing – Preparation and Distribution of Financial Reports 
 
This review was limited to the financial reports prepared by and at the direction of the Executive 
Director of Business Services, Bond Finance (Executive Director).71 

 
Process for Creating Reports 
VLS reviewed the reports prepared by and at the direction of the Executive Director for February 
2016 and then traced the reports’ distribution forward up to May 2016. During this time period, 
there was a significant increase in the number of monthly reports added.72 
 
The District has taken the following steps to implement an adequate reporting system:73  
 

�x The District has set up the Munis project ledger to be used with the general ledger, and 
reconciliations between the two ledgers are being done. Performing these 
reconciliations and making any needed adjustments assures the project ledger is in 
agreement with the general ledger. However, as discussed in the TC (14) section, these 
are not performed on a set schedule, and written procedures for this process have not 
been established. Recommendation TC14-6 was made in section TC (14) related to this 
concern. 

70 The letters included in parentheses after each sentence provide a reference to the applicable section in 
the “Results of Testing.”

from the Executive Director. Please refer to FI (6) section for recommendations related to assessing the 
value of proposed monthly reporting requested by the CBOC against the ongoing cost of report 
development and maintenance. 

73 The bullets are a summary of some of the results from the testing performed in TC (14). The 
information is included here for reference as it is directly related to the effective financial reporting of the 
bond program. 
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must be cautious to follow the rules for the expenditures for these funds even if 
transferred to Fund 21, the Bond Program Fund. 
 

o Project Budget Report: This report shows the Bond Fund year-to-date budget, 
actuals (expenditures), encumbrance, and balance as a financial summary by 
school site, project and cost code for expenditures. This is a very detailed report 
that is typically not provided to CBOCs at this level of detail.82  
 

o Budget Summary 11 periods: This report shows Bond Fund for fiscal year 
2015/16 through May 2016 listing budget, actuals (expenditures), 
encumbrances, and balance as a financial summary by object code for revenues 
and expenditures. This report was not part of the February 2016 report. This 
report was part of the June 2016 reporting and it appears to be a restatement of 
the Financial Status Report that drills down into details for revenues and 
expenses by object codes and sub-major object codes and includes 
encumbrances. This report is not something that is typically provided to CBOCs. 
This report appears to have too detailed information but if it were to be 
combined with the Financial Status Reports it would be easier to follow the 
details if this level of information is desired. 

 
�x Special Reports – These are reports showing activity for the Bond Fund for the months 

reported. 
 

o Cash Flow through June 2017:83 This report shows cash flows by object code and 
ending cash balance for the month. All months of the year to date are listed 
beginning with beginning cash on July 1. This report shows the cash flows by 
major object of expenditure and includes a project to the end of the year and 
through the next fiscal year. This report appears to provide sufficient 
information on cash flows. It is a useful report for tracking cash flows and cash 
flow variances. 
 

o Monthly Warrant Listing: This report shows a listing of the checks (warrants) 
issued during the month. The warrants listed show the amount of the warrant 
and not necessarily the amount of the expenditures. For example, if the total 
expenditure includes amounts designated as contract retention, the warrant 
only lists the amount issued to the vendor in payment, the remainder of the 
expenditure (usually 10%) is held with a fiscal agent or in an escrow account 

82 At the July 2016 CBOC meeting it was stated in the “crib sheet” that these reports would no longer be 
requested to be provided to the CBOC.  
83 This report includes cash flow actuals to date and projected cash flow for future months for two fiscal 
years, 2015/16 and 2016/17. 
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Figure 2: Bond Program Spending to Date by School Site107 

 

107 As presented on Bond Program Spending to Date by School Site Report (Report #2) on 7/27/2016 to 
the CBOC.  
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Figure 3: Bond Program Summarized Cost codes108 

 
 
Liabilities, Encumbrances and Commitments - There may be some misunderstanding in the 
reports use of the term “encumbrances.” Both the current fiscal year reports and the multi-year 
reports use this term but there are significant differences in meaning. The “crib sheet” from the 
6/22/2016 CBOC minutes, characterized encumbrances as “liabilities that are not yet actual 
expenditures.”109 The more common accounting use is that encumbrances are for contractual 
work not yet done which is expected to be completed in the current fiscal year. This would be 
reflected in current year reports only. For multi-year reports the term “commitments” is 
normally used. This would include all the contractual work the District is currently committed to 
over the life of the project and not just what is expected to be completed during the current 
year. Multi-year project reports do not completely reflect the current position of the District if 
“commitments” are not included. For example, Figure 4 details the Bond Program Spending to 
Date by School Site report as of 6/30/2016 and lists the large Pinole Valley High School projected 
cost of $137,045,951 as an encumbered amount, when this amount would be more 
appropriately listed as a “committed” amount. After assessing how to present commitment 

108 As presented on Bond Program Summarized Cost Codes (Report #3) on 7/27/2016 to the CBOC. 
109 As mentioned, the “crib sheet” was created by a CBOC member intending to provide clarity as to the 
meaning of the reports. 
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