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CHAPTER 3:
AUDIT PROCEDURES FOR LOCAL EDUCATION AGENCIES

This part of the State Compliance Audit Guide (Guide) provides general information designed to help the auditor gain an understanding of the governance structure of public education and identifies compliance testwork relating specifically to requirements for local education agencies (LEAs, i.e., school districts and charter schools). 

This Guide includes suggested audit procedures for areas the USBE has identified as high risk or significant. The auditor should be aware of and utilize the legal references that have been provided, as well as other relevant resources, to understand the full context of education programs. This Guide does not include the entirety of regulations. During the audit, if the auditor becomes aware of non-compliance with requirements, the auditor should use auditor judgment in determining other appropriate audit procedures; findings should be reported as outlined in Chapter 4. 

This Guide includes the following sections:
· LEA Internal Control Systems
· Public Education Program Financial and Program Compliance


General Information:

Article X of the Constitution of the State of Utah vests “the general control and supervision of the public education system” with the Utah State Board of Education (Board), a 15-member elected board. Local Education Agencies (LEAs or school districts and charter schools) manage and operate schools and programs. School districts also have elected boards, while charter schools must have a charter agreement with an authorizer (Utah Code 53G-5) and are subject to the requirements of non-profit corporations (i.e., their board is established according to its bylaws, and possibly the charter agreement). Compliance requirements for LEAs are established by the Legislature in Utah Code (https://le.utah.gov/xcode/code.html) and by the Board in Utah Administrative Code (https://schools.utah.gov/administrativerules), otherwise known as Administrative or Board Rules. 

Federal and state regulations (2 CFR 200.302 and R277-113-6(1)(b)) require LEAs to have an internal control system to provide reasonable assurance of compliance. Best practice internal control systems should follow guidance in either “Standards for Internal Control in the Federal Government (i.e., the Green Book) or the “Internal Control Integrated Framework” issued by the Committee of Sponsoring Organizations (COSO). Both the Green Book and COSO outline that an effective internal control system has 5 components:
· Control Environment
· Risk Assessment
· Control Activities
· Information and Communication
· Monitoring

Contact Information:
USBE by Department is available at: schools.utah.gov/departments
USBE Internal Audit is available at: schools.utah.gov/internalaudit/contact
USBE role specific contact information is also listed in the steps below, as applicable.

 







A. LEA Internal Control Systems 
(Report as an applicable compliance area in the Compliance Report)

General Note: Chapter 4: Reporting defines materiality for compliance; in the case of the steps below, any noncompliance should be considered material.

	Legal
Ref.
	AUDIT PROCEDURES
	Performed by and Date
	Workpaper
Index

	
	1. Related to the overall internal control system of the LEA:
	
	

	R277-113-4(1)-(2)
	a. Verify that the presiding officer of the board ensured that members of the governing board received training on audit committees and internal audit functions as required by R277-113-4(1)-(2).
	
	

	R277-113-4(3)
	b. Verify that the LEA governing board:
i. designated board members to serve on an audit committee, consistent with Subsection 53G-7-401(1), and 
ii. included governing board audit committee members names, and if applicable the internal audit director name and contact information and audit plan, on the LEAs website.
	
	

	R277-113-4(4)
	c. Verify that the LEA Audit Committee ensured LEA administration resolved/is resolving corrective action on findings, concerns, issues, and exceptions reported by independent external auditors, monitors, internal auditors, or other regulatory bodies and that the resolution occurred/is occurring in a timely manner.
	
	

	R277-113-6(1)(a)
	d. Verify that the LEA governing board approved written fiscal policies required by Section R277-113-5. 
	
	

	R277-113-5(2)
	e. Verify that the LEA has a plan for annual training of LEA and public-school employees on policies and procedures enacted by the LEA specific to job function. Also review documentation to ensure the training was implemented as planned, specific to job function. 
	
	

	R277-113-6(2)(i&ii)
	f. Verify that the LEA governing board has implemented a hotline independent from administration for stakeholders to report concerns of fraud, waste, abuse, or non-compliance or posted a link to the USBE Board’s hotline, and the hotline is posted on the LEA’s website in a readily accessible location.
	
	




	CONCLUSION (adequacy of the controls, significant deficiencies/material weaknesses, and management letter comments):
	Performed by
and Date
	Workpaper
Index

	
	
	









B. Public Education Program - Financial and Program Compliance
(Report as an applicable compliance area in the Compliance Report)


This Guide applies to fiscal year 2024, which is equivalent to school year 2023-2024.

The Utah Constitution, Article X, requires that the public education system “be open to all children of the state”. The Legislature appropriates both one-time and on-going state funds to public education. The majority of state funding for public education activities is appropriated to the Minimum School Program (MSP). MSP funds are allocated to LEAs by the USBE in accordance with formulas found in:
· Utah Code Annotated (UCA) 53F-2 (le.utah.gov/xcode/Title53F/Chapter2/53F-2.html); and 
· Utah Administrative Code (i.e., Board Rule R277, schools.utah.gov/administrativerules). 
 
The majority of MSP funds are allocated to LEAs based on average daily membership and fall enrollment. However, some allocations are based on fixed or competitive grant applications. For state compliance audit purposes, the school programs within the MSP are divided into two groups: 

“General” school programs have few specific compliance requirements and are intended for general educational purposes. 

“Restricted” school programs are to be used for specific purposes or populations as outlined in the statute or Board Rules. These programs are tested based on risk as evaluated by the USBE and or the auditor.

School Fees
The Utah Constitution, Article X, requires that the public education system to “be free, except the Legislature may authorize the imposition of fees in the secondary schools.” The objective of the procedures for school fees is to ensure that fees in the public education system are not being charged to kindergarten through sixth grade students for activities occurring during the regular school day, and that secondary schools (grades 7-12) are only imposing fees as authorized by the Legislature and approved by local boards, consistent with local board policies and state law. Fees should also be used in a manner consistent with their original design (i.e., for the activity they were charged for).

Procurement
All LEAs must follow UCA 63G-6a Utah Procurement Code and Utah Admin Code R33 Purchasing and General Services; R123-5 must also be followed for procurement of Accounting Services. An LEA may choose to adopt more restrictive guidelines, approved by its board, but these guidelines must meet the minimum state requirements






	Legal
Ref.
	AUDIT PROCEDURES
	Performed by and Date
	Workpaper
Index

	
	Contact(s):
USBE School Finance Director, Financial Operations: https://schools.utah.gov/financialoperations/contact

	
	

	
	Minimum School Program
1. Trace the flow of funding for each individual Minimum School Program (MSP) to the final disposition as follows:
	
	

	R277-113-5(9)(b)(iv)
	a. Determine that the LEA is using the required chart of accounts established by the USBE for each program, including the appropriate fund, location, function, program, object, and revenue codes, or that the LEA’s codes are accurate and are mapped to the appropriate USBE codes. See schools.utah.gov/financialoperations/reporting

Specifically, and as applicable to the LEA, determine that the LEA coded the following expenses to the object codes shown. 
i. Superintendent - object code 112
ii. Business Administrator - object code 114
iii. Unemployment - object code 280
iv. Electricity - object code 622
v. Student Meal Service Food - object code 630
vi. Operations & Maintenance Supervisors - object code 181 

	
	

	
	b. Verify that the program revenue amounts recorded by the LEA match the program revenue amounts in the final recipient report or monthly allotment reports prepared by the USBE. Allotment memos are available at: schools.utah.gov/financialoperations/msp
	
	

	
	c. Verify that unspent restricted program funds are maintained in the program for which they were appropriated from year to year by reviewing journal entries to ensure restricted funds are not unrestricted or moved to a different restricted program.
	
	

	
	2. To achieve a low level of assessed risk, select a sample of school personnel with salaries coded to General MSP and verify that payroll transactions include the following elements from the Uniform Chart of Accounts as specified by USBE School Finance:
i. Fund
ii. Function
iii. Location
iv. Program
v. Object
Transactions must be recorded in the proper program when they occur; adjusting entries during the year and at the end of the year recorded in the proper program and in accordance with GAAP are allowed.
	
	

	
	Review significant journal entries allocating or adjusting funds between programs. Verify that the entries have sufficient support documentation and follow the guidance provided in R277-113-5(9)(a)-(b).
	
	

	
	Contact(s):
USBE Fiscal Monitor Manager, School Fees: https://schools.utah.gov/schoolfees/contact

	
	

	
	School Fees 
1. Consistent with the test of School Fees as government fees in Chapter 1 section G:

	
	

	R277-113-8(f)
	a. Verify that all school fees from each school are properly recorded in the LEA’s general ledger in accordance with the specified school fee revenue and school fee waiver contra-revenue accounts.

	
	

	R277-407-14
	b. Confirm that school fee revenues and fee waiver contra-revenue in the general ledger, and fee waiver student counts, reconcile with school fee revenue, fee waiver contra-revenue, and fee waiver student counts reported to USBE in the Utah Public Education Financial System (UPEFS)

	
	

	R277-407-14
	c. To achieve a low level of assessed risk, take a sample of fees on the approved fee schedule for the current school year, stratifying the sample between those for elementary and those for secondary. Review the spend plan, the associated accounting records and related student participation records and ensure that the LEA used revenue collected through fees for allowable costs that:
i. Are only associated with each student’s participation.
ii. Are not fee waivers (i.e., students paying fees were not charged an increased fee amount to cover students receiving fees waivers or to cover general program costs).
iii. Are not textbooks, instructional material, consumable workbooks, computer hardware, software or digital content, school equipment, or maintenance of school equipment associated

	
	

	R277-407-13(3) 

 R277-407-8(2)(a)

R277-407-2(24) 

UCA 53G-7-601(5) 

UCA 53G-7-602
	d. If the LEA has more than one school serving the same grade(s) do the following: 
i. Review the LEAs procedure to identify and address potential financial inequities due to school fee waivers. 
ii. Determine if the LEA identified financial inequities between schools due to fee waivers.
iii. If inequities were identified, determine that they were properly addressed to resolve the inequity. Unless proven otherwise, the LEA funding an equal portion of fee waivers at the schools does not address financial inequity. 

	
	

	R277-407-13(4)
	Contact(s):
USBE Director of Purchasing and Contracts: 
https://schools.utah.gov/financialoperations/contact

	
	

	
	Procurement
1. To achieve a low level of assessed risk, select a sample of non-payroll transactions from the various state programs (inclusive of MSP and others) of the LEA. Determine that use of funds were:

	
	

	
	a. To procure goods or services either for 1) a public education purpose if the funding is a general program or 2) an allowable activity according to the requirements of the restricted programs. A non-public education purpose includes but is not limited to personal expenditures, funeral flowers, birthday gifts, etc.

	
	

	
	b. To procure goods or services in accordance with the LEA’s policies and procedures as well as State Procurement Guidelines.

	
	

	
	c. Recorded when the transaction occurred and, if applicable, when a related adjusting journal entry was made, using proper coding, defined in R277-113-5(9)(b)(ii); and 

	
	

	
	d. Supported by available documentation sufficient and adequate to show compliance, including documentation which supports the classification of the transaction.

	
	

	
	e. For an allowable cost according to applicable statute, board rules, applications, plans, and/or budgets for each program.
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