
Financial “Wellness” 
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Uniform guidance or “super” circular 
Replaces the former OMB A-133 
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Others – occasional audit findings: 
Title II - Improving Teacher Quality 
21 Century Community Learning Centers (CCLC) 
Adult Education 

4 



Problems began appearing in media a couple of years ago 
 media reports of financial mismanagement 
 “lively” school board meetings 
 
Declining ADM, local revenues, etc. 
 
Political aspect for addressing imbalance – national issue, not just Virginia 
 Dropping programs, activities, closing schools 
 Public resistance – “not my kid’s program or my school” 
  (counter pressure) 
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As a result… 
 
We began a “deep dive” to gain a better picture of fiscal operations. 
 
Goal is to identify and provide support before financial condition becomes 
unmanageable 
 
Risk factors – more on that up next 
 
About 80% of audits are combined (local government and component units (e.g. 
schools, EDA, ambulance authority) 
 
Pattern of communication breakdowns (auditor, appropriating body, and schools) -- 
ask for auditor correspondence, attend audit exit conference if one is scheduled 
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(See handout) 
List of financial risk factors is evolving… 
Factors not yet assigned a weight, formal rubric 
 
Not all factors are controlled by the schools, but important to evaluate due to 
financial relationship with the county/city 
 
School leaders relocating to Virginia may not be immediately aware:  schools cannot 
directly tax or issue debt 
 
Audit performance – Unmodified opinion, financial statements federal programs, 
compliance with laws & regs. 
 
some are not directly associated with the schools in combined audits (economic, low 
risk auditee, audit completion/public meeting) 
Stress rating – analysis of revenue capacity, revenue effort, and median household 
income (104 = High) 
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Started at a internal control questionnaire 
business process level – too lengthy and was 100s of questions 
 
Why financial and admin. – too many areas can have ruinous effect - financial and 
strategic consequences 
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Examples in following slides… 
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Org. chart, clear objects/communications, occasionally surveying employees, 
adopt/display code of ethics statement, etc. 
 
HR – Onboarding, off-boarding, performance evaluations, training, turnover trends, 
etc. 
 
Finance manual, written procedures, training/x-training are critical 
Established controls over the proper use of funds 
 
Use technology to provide transparency for reporting, etc. 
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Important:  Direct linkage of strategic plan (SP) to funding priorities and budget 
 
Example – State board agenda item cover sheet:   SP goal/objective, applicable law, 
background, action requested, etc. 
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Budget development/adoption/execution cycle 
 
Know and track budget drivers – lack of control over some elements 
 
Expenditures cannot exceed approved budget including amendments 
 
Consider financial system capability for transaction processing, reporting, budget 
control and monitoring – SB system must be reconciled monthly with the 
city/county’s financial system 
 
Local Economy:  Consider new and departing employers, major layoffs, new 
subdivisions, immigration, etc. 
 
Employment – position control (identified funding prior to recruitment) 
 
School board monthly update – complete financial statements, cash balances of all 
funds; not just a list of cash disbursements for approval 
 
Important relationship city/county officials with SB – improved with ongoing 
meetings/communication 
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Compare cafeteria food orders to menus prior to orders 
 
Periodic review of overtime, stipends, extended contracts, admin. costs 
See DPB list of best practices from efficiency reviews 
Capital plan:  Real property, building, buses, vehicles, cafeteria equipment, 
technology, textbooks 
Funding:  Va. Public School Authority (VPSA), Qualified Zone Academy Bonds (QZAB), 
and Literary Fund 
Obtain expert advice if going out in the commercial bond market – watch out for 
potentially much higher underwriting fees and related costs 
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Customary prepaid expenditures:  dues, subscriptions, insurance -- Not large items 
yet to be received or services not rendered 
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Audits discussed earlier in financial risk factors 
 
SAF risks – cash, decentralized controls, staff assigned (not typically financial), etc. 
Criminal cases each year with SAF frauds 
Have knowable central office oversight and consider spot inspections/cash counts, 
etc. 
 
As mentioned earlier…active engagement by school management in the annual audit 
process is important. 
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Things to remember: 
OMEGA reimbursements requests must be submitted at least quarterly, most 
divisions request monthly 
 
Train staff (lots of online resources, webinars, etc.) – VDOE provides technical 
support 
 
Have staff trained as an OMEGA backup 
 
Utilize $$$ - prevent reversion of funds!!! 
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Most frauds (around 80%) are not detected by an auditor. 
 
Encourage FWA tips reporting within your organization.  Folks should feel “safe” to do 
so. 
 
If no internal audit for schools and/or city/county, consider an other independent 
person to investigate (H/R director, etc.). 
 
Question:  Wouldn’t you prefer to uncover and address fraud yourself instead of 
having it discovered (probably much later) by an outside party?  Better to be 
proactive, make appropriate changes, and be in front of story, instead of reacting to 
it. 
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Critical response plan, DRP, COOP 
 
VDEM Templates and Tools 
 
Importance of identifying key contacts and backup staff w/emergency contact 
information 
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Security training should be role-based, IT staff, student records (FERPA) and medical 
information (HIPAA) 
 
Threats include a disgruntled employee, social engineering, ransom ware, out of 
date software, etc. 
 
Mobile media safeguards (e.g., drop box, encryption, etc.) are important.  Feds 
prohibit all uses of mobile media. 
 
Breach of personally identifiable information (PII) notification protocol – Code of 
Virginia requirements (§18.2-186.6) 
Expenses include: 
 Notification costs 
 Phone bank operation 
 Credit monitoring services 
 Residual damage to reputation 
 
External auditors often suggestion evaluation of breach insurance to pay expensive 
incident costs. 
 

19 



Facilities needs should be directly tied into the capital budget 
 
HVAC Systems - $$$ 
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Why pupil transportation?  High exposure 
Children left unattended, crashes, etc.  Investigate incidents/make appropriate 
changes 
 
Question:  How many use a fleet mgt. system? 
 
Central office should conduct periodic reviews of relevant documentation 
 
Real story:  FOIA request by media on school division driver data – uncovered 
numerous speeding, reckless driving, instances.  The driver data was not monitored 
by anyone at the division.  The story stayed in the paper on/off for weeks. 
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School board and city/county leaders – conversation on items that will require formal 
action or additional funding. 
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