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Dear Mr. Tosh:

This report contains the results of the Department of the Auditor General’s performance audit
related to the Wyoming Valley West School District (District). Our audit period was July 1,
2018, through June 30, 2021, unless otherwise noted, with updates where applicable through the
report date. This audit was conducted pursuant to Sections 402 and 403 of The Fiscal Code, 72
P.S. §§ 402 and 403, and Section 1715-F.1(2) of the Fiscal Code, Article XVII-F.1 (relating to
2022-2023 Budget Implementation), 72 P.S. § 1715-F.1(2).!

Our audit included the following three objectives:

e Determine the District’s financial position and whether it complied with all statutes
prohibiting deficit fund balances and spending more than its budget.

e Determine District compliance with applicable laws, regulations, and reporting
requirements governing transportation operations, and that it received the correct
transportation reimbursement from the Commonwealth.

e Determine whether the District’s service contracts were Board approved, in the best
financial interest of the District, and monitored to ensure contracted services were
properly delivered.

! Pursuant to Section 1715-F.1(2) of the Fiscal Code, to the extent possible, the audit shall include a review of the
books, contracts and transactions of the school district, including those related to Federal and State funding of the
school district for the previous five school years. Our prior audit of the District released in November 2019 covered
the period July 1, 2014 through June 30, 2018, and therefore, the audit period of this audit began on July 1, 2018.
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The audit was performed in accordance with generally accepted Government Auditing Standards,
issued by the Comptroller General of the United States, except for our inability to obtain all
necessary documentation related to the transportation and contracting audit objectives due to
staffing changes in key positions responsible for the oversight of those areas, as noted in this
report. Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our
audit objectives. We believe the evidence obtained for Objective 1 provides a reasonable basis
for our finding and conclusions. Regarding Objectives 2 and 3, due to turnover in senior
management, some District records were incomplete or could not be located. Additionally,
District management was unable to provide responses to some of our inquiries. Consequently,
the District was unable to provide us with the sufficient and appropriate evidence necessary to
conclude on Objectives 2 and 3. The documentation limitations and related internal control
deficiencies are described below and within Findings 2 and 3, as well as in Appendix A of this
report.

The methodology to satisfy our objectives, along with our evaluation of management’s internal
controls significant to these objectives, is included in Appendix A of this report. This report
presents three findings and 17 recommendations.

As discussed in Finding I, we found the District had a negative General Fund balance during
each of the three fiscal years ended June 30, 2019, 2020, and 2021. The District’s financial
decline is a serious concern, especially given that in each of the three years the District budgeted
for a positive net change in fund balance while actual results were a negative net change in fund
balance in the first two of the three fiscal years.

In Finding 2, we conclude the District did not implement an adequate internal control system
over the input, calculation, and reporting of transportation data. This resulted in the District’s
failure to obtain, review, and retain adequate documentation to support the transportation
information submitted to the Pennsylvania Department of Education (PDE) for the 2020-21
school year. Without supporting source documentation, we could not confirm the accuracy of the
transportation transactions and information submitted to PDE. Additionally, we could not
conclude if the District was in compliance with applicable laws, regulations, and reporting
requirements governing transportation operations. The issues identified in our review of the
2020-21 school year are also applicable to the 2018-19 and 2019-20 school years in the audit
period due to District management indicating it had the same procedures in place throughout the
audit period. The issues identified include the following:

2U.S. Government Accountability Office. Government Auditing Standards. 2018 Revision. Technical Update April
2021.
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Lack of supporting documentation for regular transportation reimbursement.

Lack of supporting documentation for supplemental transportation reimbursement.

Lack of supporting documentation for non-reimbursable students.

Overall weaknesses resulting in ongoing issues with reporting transportation data to PDE.

In Finding 3, we conclude the District did not maintain and retain documentation to support its
procurement process and approval for contracted services. Specifically, we found the District
lacked the following:

A complete list of its service contracts.

Written procedures pertaining to its procurement process.

Documentation supporting its procurement process and approval of contracts.
Documentation to evidence that contracts are monitored.

As a result of the above issues, we could not determine if all of the District’s service contracts
selected for review were Board approved as required, in the best financial interest of the District,
and monitored to ensure contracted services were properly delivered.

In addition to our current audit objectives, we conducted procedures to determine the status of
the implementation of our prior audit findings and recommendations as presented in the audit
report released on November 4, 2019. Our prior performance audit covered the period July 1,
2014, through June 30, 2018, and contained two findings. The first finding contained three
recommendations and the second finding contained six recommendations, one of which was
directed to PDE.

The first finding in our prior audit report related to the District’s declining financial position is
incorporated into Finding I of this report. The second finding related to District transportation
reporting errors that resulted in a net overpayment to the District of $5,134 applicable to the
2013-14 through 2016-17 school years is incorporated into Finding 2 of this report.

In closing, we thank the District for its cooperation and assistance during the audit. The District
generally agreed with our finding recommendations, on which we further elaborate in the
Auditor’s Conclusion to Wyoming Valley West School District’s Response section of this report.
We reserve the right to follow up at an appropriate time to determine whether and to what extent
our recommendations have been implemented.

Sincerely,

ﬁf}&\\/ g i)eﬁ-{c{,/

Timothy L. DeFoor
Auditor General
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Executive Summarz

This report presents the results of our performance audit of the Wyoming Valley West School
District (District). Our performance audit had three objectives, which included the following:

e Determine the District’s financial position and whether it complied with all statutes
prohibiting deficit fund balances and spending more than its budget.

e Determine District compliance with applicable laws, regulations, and reporting
requirements governing transportation operations, and that it received the correct
transportation reimbursement from the Commonwealth.

e Determine whether the District’s service contracts were Board approved, in the best
financial interest of the District, and monitored to ensure contracted services were
properly delivered.

Our audit period was July 1, 2018, through June 30, 2021, unless otherwise noted, with updates
where applicable through the report date. We also conducted procedures to determine whether
the District implemented recommendations from our prior performance audit report issued on
November 4, 2019.

Our audit results are contained in three findings with 17 recommendations. The District generally
agreed with our recommendations, which we further elaborate in the Auditor’s Conclusion to
Wyoming Valley West School District’s Response section of this report.

Finding 1 — The Wyoming Valley West School District had a negative General Fund
balance during the fiscal years ended June 30, 2019, 2020, and 2021.

The District’s General Fund balance (fund balance) decreased in each of the four fiscal years
covering the period July 1, 2014, through June 30, 2018. During our current audit period of July
1, 2018, through June 30, 2021, the District reported negative fund balances in each of the three
fiscal years. The District’s financial decline is a serious concern. During this period, the District
had a cumulative operating deficit which caused the District to borrow short-term funds, close a
school building, and not replace teachers who retired or had left the District. The operational
deficits were in part due to increased costs with charter school tuition, special education, and
debt service expenditures.

The District did not adequately budget these expenditures to have sufficient revenue to meet
these increasing costs, especially with the debt service payments, and therefore its financial
position decreased during our audit period. Although the recently released fiscal year ended June
30, 2022, financial statements report a positive fund balance for the District, if the District does
not continue to make significant operational changes to avoid further decreases in its financial

1
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position, it could cause the District to be in danger of being placed on financial watch status
(through an early warning system) by the Pennsylvania Department of Education (PDE),
continue to borrow through short-term loans, close additional buildings, and continue to reduce
staff through attrition.

Finding 2 — The Wyoming Valley West School District failed to maintain all documents
necessary to support its transportation reimbursement information submitted to PDE.

The District did not implement an adequate internal control system over the input, calculation,
proper evaluation, and reporting of transportation transaction data. This resulted in the District’s
failure to obtain, review, and retain adequate documentation to support the transportation
information submitted to PDE for the 2020-21 school year.? Without supporting source
documentation, we could not confirm the accuracy of the transportation transactions and
information submitted to PDE. Additionally, we could not conclude if the District was in
compliance with applicable laws, regulations, and reporting requirements governing
transportation operations.

The District was unable to provide documents to support the regular transportation data
submitted to PDE for the 2020-21 school year. This data includes vehicle mileage, the number of
students transported, and the number of days students were transported. Additionally, the District
did not have supporting documentation to verify 8 of 60 nonpublic and 6 of 23 charter school
students selected for our review to determine the accuracy of the supplemental transportation
data reported to PDE. The District also lacked documentation to support the number of students
on a hazardous route. We randomly selected 60 of 661 hazardous route students the District
reported to PDE to determine if they met the criteria for the District to report them as students on
a hazardous route. Based on our analysis of each student’s home address and the school they
attended, it appears that the District incorrectly reported 9 of the 60 students because the students
resided farther than the 1.5 or 2 mile travel distance thresholds in PDE’s criteria.

The issues with the accuracy of the transportation data that the District reported to PDE were due
to the lack of written policies and procedures and internal controls to ensure operations were in
accordance with applicable laws, regulations, and guidelines and to ensure records are
maintained to support the information submitted to PDE. Specifically, the District must obtain
and retain transportation data in accordance with the Public School Code requirements and best
business practices.*

3 Although District management provided us with transportation documents from a file maintained by the former
Transportation Director, the data on these documents did not support the transportation information submitted to
PDE.

4 Section 518 (relating to “Retention of records”) of the PSC requires that the financial records of a district be
retained by the district for a period of not less than six years. See 24 P.S. § 5-518.

2
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Finding 3 — The Wyoming Valley West School District did not maintain and retain
documentation to support its procurement process and approval for contracted services.

The District lacked a complete list of service contracts and written procedures pertaining to its
procurement process. The District also lacked documentation supporting its procurement process
and approval of contracts as well as evidence that contracts were monitored. As a result of these
issues, we could not determine if all of the District’s service contracts selected for review were
Board approved as required, in the best financial interest of the District, and monitored to ensure
contracted services were properly delivered.

District management was unable to locate or provide certain documentation for the seven
contracts selected for review including copies of two contracts, evidence that the solicitor
reviewed the seven contracts, support of the solicitation of proposals or bids for three contracts,
board minutes documenting approval of five contracts, and statements of financial interest from
two board members. Additionally, the District lacked documentation to demonstrate that it
monitored to ensure contracted services were properly delivered.

Status of Prior Audit Findings

We conducted procedures to determine the status of the prior audit findings and
recommendations presented in the audit report released on November 4, 2019. Our prior
performance audit of the District covered the period of July 1, 2014, through June 30, 2018, and
contained two findings. The first finding contained three recommendations and the second
finding contained six recommendations, one of which was directed to PDE.

The first finding in our prior audit report related to the District’s declining financial position is
incorporated into Finding I of this report. The second finding related to District transportation
reporting errors that resulted in a net overpayment to the District of $5,134 applicable to the
2013-14 through 2016-17 school years is incorporated into Finding 2 of this report.
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Introduction and Background

This report by the Department of the Auditor General presents the results of a performance audit
of the Wyoming Valley West School District (District). The audit was conducted pursuant to
Sections 402 and 403 of The Fiscal Code and Section 1715-F.1(2) of The Fiscal Code, Article
XVII-F.1 (relating to 2022-2023 Budget Implementation).’

Our performance audit consisted of three objectives and included the period of July 1, 2018
through June 30, 2021, unless otherwise noted, with updates through the report date. Our audit
objectives were as follows:

e Determine the District’s financial position and whether it complied with all statutes
prohibiting deficit fund balances and spending more than its budget.

e Determine District compliance with applicable laws, regulations, and reporting
requirements governing transportation operations, and that it received the correct
transportation reimbursements from the Commonwealth.

e Determine whether the District’s service contracts were Board approved, in the best
financial interest of the District, and monitored to ensure contracted services were
properly delivered.

Our audit procedures included a limited review of federally issued COVID-19 related emergency
relief funds, as well as certain transactions of the District specific to the audit objectives. We also
conducted procedures to determine the status of implementation of our prior audit findings and
recommendations as presented in the audit report released in November 2019. Our prior
performance audit covered the period July 1, 2014, through June 30, 2018, and contained two
findings with eight recommendations to the District, and one recommendation made to the
Pennsylvania Department of Education (PDE). See Appendix A — Objectives, Scope,
Methodology and Data Reliability for more information. In the sections that follow, we present
background information about the District.

372 P.S. §§ 402 and 403 and 1715-F.1(2); pursuant to Section 1715-F.1(2) of The Fiscal Code, to the extent
possible, the audit shall include a review of the books, contracts, and transactions of the school district, including
those related to Federal and State funding of the school district for the previous five school years. Our prior audit of
the District released in November 2019, covered the period July 1, 2014, through June 30, 2018. Therefore, the
current audit period begins with July 1, 2018 and extends through June 30, 2021, which was the most recently
completed fiscal year at the time of the audit. These combined audit periods satisfy the five school year portion of
the mandate.
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Wyoming Valley West School District

The District is located in Luzerne County and includes 14.7 square miles of land on the western
bank of the Susquehanna River. The District was created by the merger of nine districts into one
in July of 1966 after passage of the Reorganization Act of 1963.° The communities comprising
the District are Courtdale, Edwardsville, Forty Fort, Kingston, Larksville, Luzerne, Plymouth,
Pringle, and Swoyersville.” The District is comprised of four elementary schools, one middle
school, and one high school.® According to District management, the District employed 334
teachers, 165 support staff, and 18 administrators and total enrollment was 5,219 students during
the 2021-22 school year.

Financial

Pennsylvania school districts’ fiscal years are from July to June. State law requires school
districts to pass a general fund budget by June 30 each year.” The total amount of budget
expenditures should not exceed the total amount of revenues and fund balance.'® School districts
should strive to create an accurate budget where expenditures are spent in accordance with its
budget. If expenditures exceed revenue, short-term borrowing may have to be used to fund
district operations until new revenues are received.

School districts receive revenue from local, state and federal sources. Expenditure categories are
comprised of instruction, support services, and non-instructional services. The following table
reflects the District’s General Fund total revenue, expenditures, and fund balance for each of the
fiscal years within our audit period of July 1, 2018, through June 30, 2021.!!

624 P.S. § 2-290 et seq. (Act 299 of 1963).

7 https://www.wvwsd.org/domain/10 (accessed November 16, 2022).

8 During the audit period, the District also operated one additional elementary school; however, that school was
closed at the end of the 2021-2022 school year.

924 P.S. § 6-687(a)(1); Subsection (a) of Section 312 (relating to “Adoption of annual budget”) of Taxpayer Relief
Act (Act 1 of 2006) requires each board of school directors to adopt its annual budget for the following fiscal year
no later than the last day of the fiscal year before the fiscal year in which the budget takes effect. See 53 P.S.

§ 6926.312(a).

1024 P.S. § 6-687(b).

' As defined in the “Chart of Accounts for PA Local Educational Agencies for 2021-2022 FY” issued by the PA
Office of the Budget, Office of Comptroller Operations Central Agencies and School Finance Unit, the General
Fund includes the accounts for all financial resources of a school district, except for those financial resources
specifically required by law to be accounted for in another fund.

5
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District Revenue, Expenditures, and Fund Balance

Fiscal Years Ended June 30, 2019, through 2021

Fiscal Year Ended June 30 Revenue Expenditures Fund Balance
2019 $76,258,240 $74,824,881 $ (971,838)
2020 $78,661,490 $76,026,584 $ (1,149,491)
2021 $81,938,350 $80,899,804 $ (594,404)

Source: Produced by staff of the Department of the Auditor General based on information in the District’s audited
financial statements for the fiscal years ended June 30, 2019, through 2021.

Local sources of revenue consist of money produced within the District’s boundaries for its own
use.!? Local revenue primarily includes tax collected from residents and businesses, tuition
received from other districts, and other areas deemed to be considered local revenue. The District
levies taxes in July of each year. District residents receive a discount if taxes are paid by August
31 and are assessed a penalty if taxes are paid after November 1. During the audit period, the
District raised taxes 4.8 percent for the fiscal year ended (FYE) June 30, 2019, and an additional
3.2 percent for FYE June 30, 2020, but did not raise taxes for FYE June 30, 2021. As of June 30,
2021, local revenue was approximately 46 percent of the District’s total revenue.

Revenue from state sources include state grants, subsidies, contracts, and entitlements received
from the Commonwealth of Pennsylvania (Commonwealth). This revenue includes basic
education instructional funding, special educational programs, nonpublic program funding,
education block grants, and other Commonwealth funds. Much of this revenue is based on
weighted average daily student attendance, local wealth, and legislated distribution formulas. As
of June 30, 2021, state revenue was approximately 47 percent of the District’s total revenue.

Federal sources of revenue include grants, subsidies, contracts, and other revenues received
directly from the federal government or passed through the Commonwealth. As of June 30,
2021, federal revenue was approximately 7 percent of the District’s total revenue.

During the COVID-19 pandemic, the federal government also issued emergency funds to school
districts through relief funds. The District received a total of $1,307,656 in Elementary and
Secondary School Emergency Relief Funds (ESSER) during the 2020-21 school year.!? The
District also received $77,825 from the Governor’s Emergency Education Relief Fund (GEER)
during the 2020-21 school years.

12 PDE, “Chart of Accounts for PA Local Educational Agencies” issued by the PA Office of the Budget, Office of
Comptroller Operations Central Agencies and School Finance Unit.
https://www.education.pa.gov/Documents/Teachers-
Administrators/School%20Finances/Comptrollers%200ffice/Chart%200f%20Accounts.pdf (accessed November 3,
2022).

13 The District received $955,390 in ESSER I funds and $352,266 in ESSER 1I funds.
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As reported in the above table, the District had a negative fund balance during all three fiscal
years of the audit period. See Finding I related to our evaluation of the District’s financial
position.

Transportation

The Pennsylvania Public School Code (PSC) requires school districts to provide transportation
services to students (also referred to as pupils in this report) who reside in its district and who
attend a charter school or nonpublic school.'* The PSC also provides that school districts receive
a transportation subsidy for most students who are provided transportation. >

Districts receive two separate transportation reimbursements from PDE. One reimbursement is
specific to students attending the District (regular transportation reimbursement), and the second
reimbursement relates to District students attending a charter school or nonpublic school
(supplemental transportation reimbursement).

The PSC requires that all school districts annually file a sworn statement of student
transportation data for the prior and current school years with PDE to be eligible for
transportation reimbursement. '® The sworn statement includes the Superintendent’s signature
attesting to the accuracy of the reported data.

The regular transportation reimbursement is based on several components that are reported by a
school district to PDE for use in calculating the district’s annual reimbursement amount. PDE
guidelines state that districts are required to report the number of days a vehicle is in service, the
number of students assigned to each vehicle, as well as the miles per day, to the nearest tenth,
that each vehicle travels with and without students.!” If the number of students assigned and/or
the miles traveled change during the school year, districts are required to calculate and report an

14 Section 2509.3 (relating to “Payments on account of transportation of nonpublic school Pupils”) of the PSC
provides that each school district shall receive a supplemental transportation payment of $385 for each nonpublic
school student transported. This payment is provided for charter school students in Section 1726-A(a) of the Charter
School Law through its reference to Section 2509.3 of the PSC. See 24 P.S. §§ 25-2509.3 and 17-1726-A(a).

15 Section 2541 (relating to “Payment on account of pupil transportation”) of the PSC, 24 P.S. § 25-2541.

16 Section 2543 (relating to “Sworn statement of amount expended for reimbursable transportation; payment;
withholding”) of the PSC, 24 P.S. § 25-2543. Please note that while a sworn statement is different from an affidavit
in that a sworn statement is not typically signed or certified by a notary public, the statement is, nonetheless, taken
under oath. See https://legaldictionary.net/sworn-statement/ (accessed May 22, 2023).

17 See “Form Completion Instructions PDE-1049 Transportation Service Forms”
https://www.education.pa.gov/Teachers%20-%20Administrators/Pupil%20Transportation/Pages/default.aspx
(accessed November 3, 2022). Excerpt: Daily Miles With - Report the number of miles per day, to the nearest tenth,
that the vehicle traveled with pupils. If this figure changed during the year, calculate a weighted average or sample
average. Daily Miles Without - Report the number of miles per day, to the nearest tenth, that the vehicle traveled
without pupils. If this figure changed during the year, then calculate a weighted average or sample average. This
includes all students that are transported regardless of what school they attend (e.g., public, nonpublic, charter
school, etc.)
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average. In addition, districts are required to report the number of students transported who were
eligible and not eligible for reimbursement to PDE. "8

The following table reports the regular transportation reimbursement the District received from
PDE during each of the fiscal years in the audit period:

Regular Transportation Reimbursement from PDE
Fiscal Years Ended June 30, 2019, through 2021

Fiscal Year Ended Total Pupils Reimbursement
June 30 Total Vehicles® Transported”  (Payments)from PDEY
2019 87 4,450 $1,065,188
2020 64 4,142 $ 983,817
2021 58 4,061 $ 993,573

¥ _ Obtained from the PDE-2518 report entitled, “Summary of Individual Vehicle Data.”

Y _ Obtained from the PDE-2576 report entitled, “Summary of Pupil Transportation Subsidy.”

¢ - Obtained from PDE’s “Pennsylvania Department of Education Office of Comptroller Operation Financial

Accounting Information Audit Confirmation of Subsidy Payments.”
Source: Produced by staff of the Department of the Auditor General based on vehicle and pupil data submitted
by the District to PDE and payment reports issued by PDE for the applicable school years (see column tick
marks for details on PDE reports).

For the 2020-21 school year only, due to the COVID-19 pandemic, PDE provided school
districts with two transportation reimbursement options: 1) to be paid an amount based on the
prior year’s regular transportation reimbursement, or 2) to report regular transportation data as is
the routine practice and the subsidy would be calculated accordingly.'® District management
stated they selected the first option. See additional discussion regarding the reimbursement
options in Finding 2.

The supplemental transportation reimbursement is based on the PSC’s requirement for school
districts to provide transportation services to students who reside in its district and who attend a
nonpublic school or a charter school, and it provides for a reimbursement from the
Commonwealth of $385 for each nonpublic school student transported by the District. Pursuant
to the PSC, a nonpublic school is defined, in pertinent part, as a nonprofit school other than a
public school within the Commonwealth of Pennsylvania, wherein a resident of the
Commonwealth may legally fulfill the compulsory school attendance requirements.?’ The
reimbursement was also made applicable to the transportation of charter school students pursuant

13 Ibid.

19 Subsection (m.1) of Section 1501.8 (relating to “Pandemic of 2020”) of the PSC created modified calculation of
the Pupil Transportation Subsidy for the 2020-21, payable in the 2021-22 school year. See 24 P.S. § 15-1501.8(m.1)
(added by Act 136 to 2020, effective November 25, 2020).

20 Subsection (b) of Section 922.1-A (relating to “Definitions”) of the PSC, 24 P.S. § 9-922.1-A(b).

8
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to an equivalent provision in the Charter School Law, which refers to Section 2509.3 of the
PSC.!

The following table shows data reported by the District to PDE regarding the number of
nonpublic and charter school pupils the District transported during each of the fiscal years in the
audit period and the supplemental transportation reimbursement the District received from PDE:

Total Number of Nonpublic and Charter School Pupils Transported by the District and

Reimbursement from PDE
Fiscal Years Ended June 30, 2019, through 2021
Nonpublic and Charter

Fiscal Year Ended Total Nonpublic Total Charter School Transportation
June 30 School Pupils School Pupils Reimbursement from PDE
2019 270 22 $ 56,210
2020 251 19 $103,950
2021 242 19 $100,485

Source: Produced by staff of the Department of the Auditor General based on information in the District’s PDE-
2576 report entitled “Summary of Pupil Transportation Subsidy” for the pupil information and the reimbursement
amounts from the “Pennsylvania Department of Education Office of Comptroller Operation Financial Accounting
Information Audit Confirmation of Subsidy Payments” for the school years 2018-19, 2019-20, and 2020-21.

See Finding 2 related to our evaluation of the District’s documentation that supports the regular
and supplemental transportation data reported to PDE for the FYE June 30, 2021.

Service Contracts

Services, such as student transportation and building security, that are not provided directly by
District staff are acquired from contracted vendors. Although the PSC includes requirements
regarding contracting for construction related repairs and maintenance services, it does not
require the solicitation of bids for other service type contracts. However, school districts may
choose to solicit bids for services to determine the lowest responsible bid for obtaining the
services.

Districts, however, are required to comply with the Federal Government’s Uniform Guidance
(UG) procurement rules for goods and services procured with federal funds. PDE created an
implementation guide to serve as a resource for districts to use.??

2l Subsection (a) of Section 1726-A (relating to “Charter School Transportation”) of the Charter School Law which
refers to 24 P.S. § 25-2509.3. See 24 P.S. § 17-1726-A(a). A charter school is an independent public school and
educates public school students within the applicable school district. See 24 P.S. § 17-1703-A (relating to
“Definitions”).

22 PDE “Uniform Guidance Implementation Guide: Procurement” dated April 2018.
https://www.statelibrary.pa.gov/Documents/For%?20Libraries/Subsidies%20and%20Grants/LSTA/AdoptPoliciesand
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The PSC requires an affirmative vote of a majority of all the members of the district’s school
board when the District enters into contracts of any kind, where the amount of the contract
exceeds $100.%* Under the Pennsylvania Public Official and Employee Ethics Act (Ethics Act),
if any member of the school board has a conflict of interest, they must abstain from voting on the
contract.?* The Ethics Act defines a “Conflict of Interest” as the use by a public official or public
employee of the authority of his office or employment or any confidential information received
through his holding public office or employment for the private pecuniary benefit of himself, a
member of his immediate family, or a business with which he or a member of his immediate
family is associated.?

School board members and members of the district administration shall file a statement of
financial interests for the preceding calendar year with the governing authority no later than May
1 of each year that the person holds such a position and the year after such person leaves such

., . 26
position.

See Finding 3 for our evaluation of the District’s service contracts.

Procedures/Uniform%20Guidance%20Implementation%20Guide.pdf (accessed June 7, 2023). The dollar thresholds
are adjusted annually for inflation and are published in Notices by the Department of Labor and Industry.

23 Section 508 (relating to “Majority vote required; recording”) of the PSC, 24 P.S. § 5-508.

24 Subsection (j) “Voting Conflict” of Section 1103 (relating to “Restricted activities™) of the Ethics Act, 65 Pa.C.S.
§ 1103.

25 Section 1102 (relating to “Definitions”) of the Ethics Act, 65 Pa.C.S. § 1102.

26 Section 1104 (relating to “Statement of financial interests required to be filed”) of the Ethics Act, 65 Pa.C.S.

§ 1104.
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Finding 1 — The Wyoming Valley West School District had a negative
General Fund balance during the fiscal years ended June 30, 2019, 2020,
and 2021.

As reported in our prior audit released on November 4, 2019, the Wyoming Valley West School
District’s (District) General Fund balance (fund balance) decreased in each of the four fiscal
years covering the period July 1, 2014, through June 30, 2018. During our current audit period of
July 1, 2018, through June 30, 2021, the District reported negative fund balances in each of the
three fiscal years. The District’s financial decline is a serious concern, especially given that in
each of the three years the District budgeted for a positive net change in fund balance while
actual results were a negative net change in fund balance in the first two of the three fiscal
years.?’

In order to assess the District’s financial stability, we reviewed several financial benchmarks to
evaluate changes in its financial position during the three fiscal years ended (FYE) June

30, 2019, 2020, and 2021. The following benchmarks raised concerns related to the District’s
finances and are discussed in the remainder of the finding:

General Fund Balance

Operating Position and Other Financing Sources/Uses
Revenues

Expenditures

o Charter School Costs

o Special Education Expenditures

General Fund Budgeting

YV VY

A\

General Fund Balance

School districts in Pennsylvania utilize fund accounting for greater financial accountability. Fund
accounting uses separate funds to record specific activity for different purposes. These funds can
include Capital Projects Funds, Debt Service Funds, and the General Fund. The focus of this
section of the finding is on the General Fund. Each district uses its General Fund to record general
operations, such as the revenues generated from taxes, state subsidy payments, and federal grants;
and expenditures to operate the district’s educational programs, such as administrators’ and
teachers’ salaries, textbooks, and utilities.

27 Net Change in Fund Balances: Fiscal Year Ended June 30, 2019, 2020, and 2021 were ($1,043,754), ($177,653),
and $555,087, respectively.
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The General Fund’s balance is the result of the accumulation of operating revenues minus
expenditures, also known as the District’s operating position, along with other financing sources
and uses. A summary of this financial information is as follows:

>
>
>

>

If annual revenues exceed annual expenditures, the district has an ending surplus.

If annual revenues are less than annual expenditures, the district has an ending deficit.

If there is a surplus, it adds to the General Fund balance while a deficit subtracts from the
fund balance.

Similarly, other financing sources add to the General Fund balance while other financing
uses subtract from the fund balance.

School districts should have a reasonable amount of reserve funds to deal with emergencies or
unforeseen needs, unanticipated expenses, and disruptions to revenue. The lack of available
reserve funds could compel school districts to borrow funds to meet unforeseen needs and/or
unanticipated expenses, which increases borrowing costs.

The following table shows the District’s General Fund balance for each year of our audit period
and for comparison purposes, one year prior to the audit period:

General Fund Ending Balance®
FYE June 30, 2018, 2019, 2020, and 2021

FYE June 30 Total
2018 $ 71,916
2019 ($ 971,838)
2020 ($ 1,149.,491)
2021 ($  594,404)"

3 Balances are all from Unassigned funds which are amounts that are available for any
purpose within the General Fund only.
Y _ Subsequent to our audit procedures on May 24, 2023, the District provided us its
audited financial statements for FYE June 30, 2022. These statements report a positive
$5,460,251 General Fund balance; however, due to timing of receiving these statements,
we did not review information from that fiscal year as it was subsequent to our audit
period. District management stated the increase in fund balance was due to an increase in
the tax rate, implementing cost saving measures, and as previously reported in the
Introduction and Background, the closure of one of the elementary school buildings.
Source: Produced by staff of the Department of the Auditor General based on information
in the District’s audited financial statements for the FYE June 30, 2018, 2019, 2020, and
2021.

Our prior audit of the District reported the District’s fund balance deteriorated from over $4.4
million as of June 30, 2014, to $71,916 as of June 30, 2018. The table above shows that the
District’s General Fund balance continued to decrease the next two fiscal years and resulted in a
negative fund balance in all three fiscal years.

12



A Performance Audit

Wyoming Valley West School District

As discussed in later sections of the finding, the District experienced increased costs in charter
school tuition, special education, and debt service which contributed to the negative fund
balances. The Government Finance Officers Association (GFOA) recommends that at a
minimum, general-purpose governments maintain an unrestricted budgetary fund balance in their
general fund of no less than two months of regular general fund operating revenues or regular
general fund operating expenditures.?® Therefore, the District’s negative fund balance in all three
years of our current audit period is extremely concerning.

As a result of the District’s negative fund balance for three consecutive years, the District
applied for a Tax and Revenue Anticipation Note (TRAN); closed an elementary school building
at the end of the 2021-22 school year; and did not fill teacher vacancies. Specifically, to make up
for shortfalls, in August 2019 and May 2020, the District’s Board approved short-term
borrowing until the collection of local tax revenue anticipated to be collected in future fiscal
years is realized.

Although the recently issued District’s financial statements for FYE June 30, 2022 reports a
positive fund balance, if the District’s fund balance were to decrease again and remain in a
negative balance, the District is in danger of being placed on financial watch status by the
Pennsylvania Department of Education (PDE) under Article VI-A School District Financial
Recovery of the Public School Code (PSC).?° Financial watch status (also referred to as an early
warning system) is a precursor to being placed in financial recovery status for districts that do
not improve financially.*® A district placed in financial recovery status loses local control of
district operations. In these instances, the District’s board of school directors would no longer
have the authority to provide oversight of District operations. Further, school districts in
financial recovery status have a PDE-appointed chief recovery officer whose responsibilities
include oversight of the district and the development of a district-wide financial recovery plan. !

Operating Position and Other Financing Sources/Uses

A school district’s operating position is determined by comparing total operating revenues to
total operating expenditures. An operating surplus occurs when revenues are greater than
expenditures. The District experienced an operating surplus for each of the three years reviewed;
however, its General Fund balance continued to be negative due to the significant amount of

2 GFOA Fund Balance Guidelines for the General Fund https://www.gfoa.org/materials/fund-balance-guidelines-
for-the-general-fund (accessed November 4, 2022).

224 P.S. § 6-611-A; see also State Board of Education’s regulations in the Pennsylvania Code, Chapter 731. Early
Warning System--Statement of Policy and 22 Pa. Code § 731.2 (“Early Warning System”).

3024 P.S. § 6-601-A et seq.; see also https://www.education.pa.gov/Documents/Teachers-
Administrators/School%20Finances/Financial%20Recovery%20for%20School%20Districts/Early%20Warning%20
System.pdf (accessed April 26, 2023).

31 Sections 631-A (relating to “Appointment [of a chief recovery officer]”) and 641-A (relating to “Contents [of
Plan]”) of the PSC. See 24 P.S. §§ 6-631-A and 6-641-A.
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other financing uses each year. The following table shows the District’s operating position, other
financing sources and uses, and the change in the District’s General Fund balance for the years
reviewed.

General Fund Operating Position
FYE June 30, 2019, 2020, and 2021

FYE Net Other Net Change in
June Total Total Operating Financing Fund Balance
30 Revenue  Expenditures  Position Sources/(Uses) Surplus/(Deficit)

2019  $76,258,240  $74,824,881 = $1,433,359 ($2,477,113) ($1,043,754)
2020 $78,661,490  $76,026,584 = $2,634,906 (82,812,559) ($ 177,653)
2021 $81,938,350  $80,899,804 = $1,038,546 ($ 483,459) $ 555,087

Source: Produced by staff of the Department of the Auditor General based on information in the District’s audited
financial statements for the FYE June 30, 2019, through 2021.

As shown in the table above, the District did not generate sufficient total revenue to meet
expenditures and other financing uses, specifically debt service payments, in two of the three
years. In the third year, the District’s Other Financing Sources increased due to receiving a short-
term loan of $1.7 million, resulting in a positive Net Change in Fund Balance. The significant
decrease to the District’s Net Change in Fund Balance for two of the three years, and the
District’s negative ending fund balance in all three years of the audit period, emphasizes the need
for the District to increase revenues, decrease expenditures, and/or restructure its debt service
payments.

The net amount of other financing uses cited in the table above are the result of the District
transferring money from the General Fund to the Debt Service Fund to meet obligations that
were due as a result of past borrowing. These obligations were more than the District’s operating
surpluses for two of the three years that we reviewed and were a contributing factor to the
District’s General Fund balance of negative $594,404 for FYE June 30, 2021.

The District’s future Debt Service Fund obligations will continue to put financial stress on the
District to generate additional revenue or reduce other expenditures to increase its General Fund
balance. As currently projected, the District will transfer over $15.6 million to the Debt Service
fund during the next five fiscal years, as shown in the below table.
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Future Debt Service Obligation

Fiscal Years Ending June 30, 2022, 2023, 2024, 2025, and 2026
Future Debt Service Obligations

Fiscal Year Ending June 30

2022 $ 2,922,600
2023 $ 3,184,414
2024 $ 3,193,374
2025 $ 3,192,625
2026 $ 3,196,178

Total $15,689,191

Source: Produced by staff of the Department of the Auditor General based on
information in the District’s audited financial statements for the FYE June 30, 2021.

Revenues

The District receives revenue from local, state, and federal sources; however, most of its revenue
is from local and state sources. Local sources include real estate taxes and realty transfer taxes,
and state sources are subsidies and reimbursement from the Commonwealth. During the audit
period, the District’s local revenue increased due to tax increases in FYE June 30, 2019 and
2020. The District did not raise taxes during FYE June 30, 2021. The following table shows the
amounts received from each of the three sources during the audit period:

Revenue Sources
FYE June 30, 2019, 2020, and June 30, 2021

FYE June 30

2019 2020 2021 Total
Local Revenue
Budget $ 36,687,997 $37.476,307 < $35,968,051 $110,132,355
Actual $ 36,982,523 $37,478,469  $38,145,259 $112,606,251
Difference Over (Under) $ 294,526 $ 2,162 $ 2,177,208 $ 2,473,896
State Revenue
Budget $ 36,753,290 $37,337,961 $ 38,499,538  $112,590,789
Actual $ 35,022,653 $37,148,746  $38,129,197 $110,300,596
Difference Over (Under) ($ 1,730,637) (§ 189,215) ($§ 370,341) ($ 2,290,193)
Federal Revenue
Budget $ 4,004,900 $ 4,402,400 $ 4,111,000 $ 12,518,300
Actual $ 4,253,064 § 4,034275 $ 5,063,894 $§ 13,951,233
Difference Over (Under) $ 248,164 (§ 368,125) § 1,552,894 § 1,432,933
Totals
Budget $ 77,446,187 $79,216,668  $78,578,589  $235,241,444
Actual $ 76,258,240 $78,661,490 $81,938,350 $236,858,080

1
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Difference Over (Under) ($ 1,187,947) ($ 555,178) $ 3,359,761 $ 1,616,636
Source: Produced by staff of the Department of the Auditor General based on information in the District’s audited
financial statements for the FYE June 30, 2019, 2020, and 2021.

As reported in the preceding table, the District budgeted to receive more state revenue than it
actually received in all three fiscal years. As discussed in a later section of this finding, it is
critical that District management consider actual numbers from prior years when creating annual
budgets to help ensure that budgeted revenue amounts are not overestimated.

Regarding the increase in federal revenue sources in FYE June 30, 2021, school districts across
the nation received funding due to the COVID-19 pandemic.? However, this funding is
temporary and intended for financial hardships resulting from the pandemic; therefore, the
District cannot rely on this funding to fill budget shortfalls in the future.

Expenditures

Similar to other school districts in Pennsylvania, the District is facing increases in expenditures
in areas such as salaries, health insurance, retirement, and other instructional costs. The District’s
expenditures are categorized into five major functions: 1) instructional, 2) support services,

3) non-instructional services, 4) capital outlay, and 5) debt service.** The District’s expenditures
increased by $6 million during the period reviewed, which was primarily due to an
approximately $4.39 million increase in instructional expenditure costs. These expenditures are
detailed in the table below.

32 As described in the Introduction and Background, in FYE June 30, 2021, the District received $1,307,656 in
federal COVID-19 related funding.

33 Instructional includes all activities dealing directly with the interaction between teachers and students and related
costs (salaries, contracted services, travel expenses, equipment rental, supplies, books etc.), which can be directly
attributed to a program of instruction. Support services includes services that provide administrative, technical (such
as guidance and health), and logistical support to facilitate and enhance instruction. Non-instructional refers to
activities concerned with providing non-instructional services to students, staff, or the community. Examples include
food services, student activities, and community services.
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Expenditures
FYE June 30, 2019, 2020, and 2021

Total Expenditures FYE June 30,2019 FYE June 30,2020 FYE June 30, 2021

Instructional $ 56,317,450 $ 57,833,446 $ 60,708,823

Support Service $ 17,387,982 $ 16,304,648 $17,669,916

Non-Instructional

Services $ 981,668 $ 919,111 $ 870,789

Debt Service $ 137,781 $ 137,565 $ 137,565

Capital Outlay $ 0 $ 831,814 $ 1,512,711
Total $ 74,824,881 $ 76,026,584 $ 80,899,804

Source: Produced by staff of the Department of the Auditor General based on information in the District’s
audited financial statements for the FYE June 30, 2019, 2020, and 2021.

As recorded in the District’s School Board minutes, expenditures increased in FYE June 30,
2021, in part, due to staff receiving $1.4 million in retroactive pay for a new teachers’ contract.
The payment is reflected in FYE June 30, 2021 total expenditures.

Our review of the District’s instructional expenditures also found significant increases in costs
for charter school tuition and special education which are discussed in the next sections.

Charter School Tuition Costs

The District’s charter school tuition costs more than doubled from FYE June 30, 2019, to FYE
June 30, 2021. Both charter school costs and charter school enrollment increased during the
period reviewed. As reported in the table below, the number of District students attending a brick
and mortar or cyber charter school almost doubled from 208 students in FYE June 30, 2019, to
405 students in FYE June 30, 2021. Consequently, charter school costs more than doubled
during the same time period. During FYE June 30, 2021, charter school costs represented 5.58
percent of total expenditures. The following table shows the increase in charter school
enrollment, as well as the associated increase in charter school costs during the audit period.
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Charter School Enrollment and Tuition Costs!
FYE June 30, 2019, 2020, and 2021

FYE June 30,2019 FYE June 30,2020 FYE June 30, 2021

Enrollment 208 223 405
Charter School

Tuition Costs $ 2,145,225 $ 2,265,002 $ 4,514,075
Total

Expenditures $74,824,881 $76,026,584 $80,899,804
Charter School

Tuition Costs as a

percentage of

Total

Expenditures 2.87% 2.98% 5.58%
! Includes brick and mortar charter schools and cyber charter schools.

Source: Produced by staff of the Department of the Auditor General based on information in the
District’s audited financial statements for the FYE June 30, 2019, 2020, and 2021, and charter school
enrollment information provided by District management. Charter school enrollment data provided by
District management is of undetermined reliability as noted in Appendix A. However, the data appears to
be the best data available. Although this determination may affect the precision of the numbers we
present, there is sufficient evidence in total to support our finding and conclusions.

District management stated that charter school costs increased due to more students attending
charter schools during the FYE June 30, 2021, which was the first full year during the pandemic,
but further stated total enrollment and charter school tuition costs decreased during FYE June 30,
2022, subsequent to our audit period.

Special Education Expenditures

Our prior audit reported the District’s special education expenditures increased by $3.3 million
or 27 percent over the four-year audit period ending June 30, 2018. Additionally, the
Commonwealth reimbursements for special education expenditures during that same time period
were relatively flat, increasing by approximately $400,000 or 14 percent. As a result, we
recommended the District continue to perform a cost/benefit analysis to determine if it is more
cost effective to educate special education students at the District or outsource this to the
intermediate unit that serves the District’s intermediate unit students.

From FYE June 30, 2019, to FYE June 30, 2021, the District’s special education expenditures
increased $625,557, or approximately four percent, while its reimbursements from the
Commonwealth increased $261,771, or more than seven percent. Although the increase in
expenditures and reimbursements were not as significant as those reported in the prior audit, the
District’s special education expenditures of over $15 million in each of the three years far
exceeds its reimbursements of over $3 million annually. As a result of the continued disparity
between special education costs and reimbursements and the District’s negative fund balance
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concerns, it is imperative that the District consider all options to reduce expenditures, such as
ways to reduce its special education expenditures while still providing adequate services.

General Fund Budgeting

The PSC requires that all school districts annually develop a balanced General Fund budget.* In
addition, the PSC prohibits districts from spending more than the amount budgeted.>> As
illustrated in the table below, while the District was in compliance with these PSC budgeting
requirements for FYE June 30, 2019 and 2020, it was not in compliance during FYE June 30,
2021, due to overspending its budget. Consistent with the PSC, it is vital that actual expenditures
of a district do not exceed budgeted expenditures since this has a direct effect on the fund
balance and can contribute to financial instability.

Budgeted vs. Actual Expenditures
FYE June 30, 2019, 2020, and 2021
Difference in

Budget to Actual
Budgeted Actual (Under)/Over
FYE June 30 Expenditures Expenditures Budget
2019 $77,813,450 $74,824,881 $2,988,569
2020 $79,194,003 $76,026,584 $3,167,419
2021 $80,650,271 $80,899,804 ($ 249,533)

Source: Produced by staff of the Department of the Auditor General based on information in the
District’s audited financial statements for the FYE June 30, 2019, 2020, and 2021.

The District developed budgets for FYE June 30, 2019, 2020, and 2021 with positive fund
balances of $169,819, $228,551, and $136,536, respectively. However, as noted in previous
sections of this finding, the District ended each of those fiscal years with a negative fund
balance. Our prior audit reported issues with the District not preparing and publicly posting on
its website a multi-year budget that would assist the Board of School Directors and District
management in making decisions to increase taxes and/or reduce expenditures to allow the
District to achieve operating surpluses.

Although District management previously responded to the prior audit that it agreed with our
recommendation and that it would prepare, at a minimum, a three-year budget that would appear
on its website to offer the taxpayers, the public, and district officials the opportunity to monitor

34 Section 312 (relating to “Adoption of annual budgets”) of Taxpayer Relief Act. See 53 P.S. § 6926.312 (Act 1 of
2006, Special Session No. 1).

35 Subsection (b) of Section 687 (relating to “Annual budget; additional or increased appropriations; transfer of
funds”) of the PSC. See 24 P.S. § 6-687(Db).
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and discuss budget issues at open meetings, current District management stated that a multi-year
budget was not prepared.

Additionally, as illustrated in the table below, although the District budgeted almost $8 million to
be transferred into the General Fund over our three-year audit period from the Capital Projects
Funds for debt service payments, the District only transferred approximately $620,000. This
resulted in less funds available to make its debt service payments, which contributed to the
District’s negative fund balance throughout our audit period.

Budgeted vs. Actual Amounts Transferred to the General Fund for
FYE June 30, 2019, 2020, and 2021

Difference
Transfer In
FYE June 30 Budgeted Transfer In  Actual Transfer In Over (Under)
2019 $3,000,000 $151,177 ($2,848,823)
2020 $2,572,287 $ 0 ($2,572,287)
2021 $2,400,000 $468,891 ($1,931,109)
Total $7,972,287 $620,068 ($7,352,219)

Source: Produced by staff of the Department of the Auditor General based on information in the District’s
audited financial statements for the FYE June 30, 2019, 2020, and 2021.

The District’s budgeted amounts were significantly higher than what was actually transferred to
the General Fund. Budgeted versus actual is an important consideration for establishing a
baseline for budgets. The District failed to analyze differences with the budgeted versus actual
transfer amounts and adjust its budget accordingly for debt service payments. When significant
differences occur, the District should assess them to adjust the budgeted amounts for the next
fiscal year. This proactive approach would assist the District to make necessary adjustments to
reflect budgeted amounts that are closer to actual amounts.

Overall Conclusion

The District’s General Fund balance continued to decline and reached negative fund balance
levels during our audit period of July 1, 2018, through June 30, 2021, and the financial stability
of the District continually deteriorated. During this period, the District had a cumulative
operating deficit which caused the District to borrow short-term funds, close a school building,
and not replace teachers who retired or had left the District. The operational deficits were in part
due to increased costs with charter school tuition, special education, and debt service
expenditures.

The District did not adequately budget these expenditures to have sufficient revenue to meet
these increasing costs, especially with the debt service payments, and therefore its financial
position decreased during our audit period. Although the recently released FYE June 30, 2022
financial statements report a positive fund balance for the District, if the District does not
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continue to make significant operational changes to avoid further decreases in its financial
position, it could cause the District to be in danger of being placed on financial watch status
(through an early warning system) by PDE, continue to borrow through short term loans, close
additional buildings, and continually reduce staff through attrition.

Additionally, it is critical for school districts to adhere to the provisions of the PSC and the
Taxpayer Relief Act (Act 1 of 2002) and to consider economic conditions and trends in its
budget practices.

Recommendations for Finding 1

We recommend that the Wyoming Valley West School District:

1. Prepare a multi-year budget that will assist the board and District management in making
decisions to increase taxes and/or reduce expenditures to allow the District to increase its
General Fund balance from a negative amount and to achieve and maintain operating
surpluses.

2. Display the multi-year budget prominently on its website for the public so that taxpayers
and District officials can publicly discuss the details of the budget at open meetings.

3. Continue to perform a cost/benefit analysis to determine if it is more cost effective to

educate special education students at the District or outsource this to the Intermediate
Unit that serves the District’s Intermediate Unit students.
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Finding 2 — The Wyoming Valley West School District failed to maintain all
documents necessary to support its transportation reimbursement
information submitted to PDE.

The Wyoming Valley West School District (District) did not implement an adequate internal
control system over the input, calculation, proper evaluation, and reporting of transportation
transaction data.>® This resulted in the District’s failure to obtain, review, and retain adequate
documentation to support the transportation information submitted to the Pennsylvania
Department of Education (PDE) for the 2020-21 school year.>” Without supporting source
documentation, we could not confirm the accuracy of the transportation transactions and
information submitted to PDE. Additionally, we could not conclude if the District was in
compliance with applicable laws, regulations, and reporting requirements governing
transportation operations.

Transportation issues were also reported and recommendations made in the District’s prior audit
released in November 2019. This finding will discuss the status of the prior audit finding
(partially resolved), as well as the results of current audit work performed for the 2020-21 school
year. Although our current three-year audit period also covered the 2018-19 and 2019-20 school
years, we only performed audit procedures for the most recent 2020-21 school year because the
District indicated that it had the same procedures in place throughout the audit period. Issues
identified in our review of the 2020-21 school year would, therefore, be applicable to the other
two school years in the audit period. The results of our audit procedures are discussed in detail in
the following finding sections:

Lack of supporting documentation for regular transportation reimbursement.

Lack of supporting documentation for supplemental transportation reimbursement.

Lack of supporting documentation for non-reimbursable students.

Overall weaknesses resulting in ongoing issues with reporting transportation data to PDE.

36 Generally, internal controls are a process of activities used by management to control risks to an agency to help
the agency achieve its mission and objectives related to operations, reporting, and compliance. Standards for
Internal Control in the Federal Government, known as the Green Book, sets internal control standards for federal
entities, which was adopted for Pennsylvania agencies by the Governor’s Office under the Commonwealth of
Pennsylvania Management Directive 325.12 (Standards for Internal Controls in Commonwealth Agencies) issued
October 1, 2021.

37 Although District management provided us transportation documents from a file maintained by the former
Transportation Director, the data on these documents did not support the transportation information submitted to
PDE. This information was determined to be not sufficiently reliable as discussed in later sections of the finding and
in Appendix A.
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Lack of Supporting Documentation for Regular Transportation
Reimbursement

As reported in the Introduction and Background, school districts were offered two options for
calculating and reporting student transportation reimbursements for only the 2020-21 school year
due to the COVID-19 pandemic.*® The first option was to receive an amount based on the 2019-
20 school year data, and the second option was to receive an amount based on 2020-21 school
year data. Although the District selected the first option to receive a reimbursement amount
based on 2019-20 school year data, management was still required to submit the District’s 2020-
21 school year transportation data to PDE. Therefore, we performed audit procedures on the
transportation data the District submitted to PDE for the 2020-21 school year.

Regular transportation reimbursement is based on several components that are reported by a
school district to PDE for use in calculating the district’s annual reimbursement amount.** PDE
guidelines state that districts are required to report the number of days a vehicle is in service, the
average number of students assigned to each vehicle, as well as the miles per day, to the nearest
tenth, that each vehicle travels with and without students.*° In addition, districts are required to
report the number of students transported who were eligible and not eligible for reimbursement
to PDE.

The results of our audit procedures found that the District was unable to provide documents to
support the transportation data (vehicle mileage and the number of students transported as well
as the number of days students were transported) it reported to PDE for the 2020-21 school year
reviewed as described in further detail below. Additionally, we were unable to conclude if the
District was in compliance with applicable laws, regulations, and reporting requirements
governing transportation operations.

38 Option 1: If a school district wants to receive the same Pupil Transportation Subsidy calculated for the 2020-21

fiscal year (based on school year 2019-20 data), it must certify to PDE that all transportation contractors were paid
as if the COVID-19 response did not impact transportation services, minus the variable costs certified to the school
district by its transportation contractors.

Option 2: If a school district wants to receive the funding based on the amount calculated for payment for the 2021-
22 fiscal year (based on school year 2020-21 data), it should simply submit its transportation data to PDE and its
their Pupil Transportation Subsidy will be calculated accordingly. Subsection (m.1) of Section 1501.8 (relating to
“Pandemic of 2020”") of the PSC created a modified calculation of the Pupil Transportation Subsidy for the 2020-21
school year, payable in the 2021-22 school year. See 24 P.S. § 15-1501.8(m.1) (added by Act 136 to 2020, effective
November 25, 2020).

3 As described in the Introduction and Background, school districts receive two separate transportation
reimbursement payments from PDE, referred to as regular and supplemental.

Y PDE’s Form Completion Instructions — PDE-1049 Transportation Service Forms, dated January 2014.
https://www.education.pa.gov/Documents/Teachers-
Administrators/Pupil%20Transportation/eTran%20Application%20Instructions/Pupil Transp%?20Instructions%20PD
E%?201049.pdf (accessed November 3, 2022).
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Vehicle mileage and the number of students transported

PDE provides school districts with two options for calculating mileage and the number of
students transported.*' Both of the methods require the District to obtain mileage amounts and
the number of students transported on multiple days throughout the school year.*?

The District reported to PDE vehicle information for 58 vehicles used during the 2020-21 school
year. We attempted to perform testing on 16 of the 58 vehicles. However, the District only
provided us one month of odometer readings that reported miles with and miles without students
for only 11 of the 16 vehicles selected for review. Furthermore, our review of the documents for
the 11 vehicles found that the odometer readings for 9 of the 11 vehicles did not agree with the
mileage reported to PDE.** Additionally, regarding the number of students transported, the
District was unable to provide us with a comprehensive bus roster that listed the number of
students assigned to each vehicle during the school year. Therefore, we could not confirm the
vehicle mileage and number of students transported information submitted to PDE.

Days Transported Guidelines

Regarding the number of days students were transported, management was unable to locate a
school calendar used for the purpose of documenting student days in session. Instead,
management provided us with a general District school calendar that did not contain data for the
nonpublic and charter schools.** Based on the general calendar provided, we could not confirm
the number of days reported to PDE for each vehicle that transported students. In an additional
attempt to support the number of days students were transported, the District provided invoices
for the number of days the District paid its transportation contractor for transportation services
provided. However, we did not receive invoices for all requested vehicles. Therefore, we were
unable to confirm the number of student transportation days the District reported to PDE for the
2020-21 school year.

41 PDE’s Instructions for Worksheet Completion — Worksheet for Computing Sample Averages issued August 2007.
https://www.education.pa.gov/Documents/Teachers-

Administrators/Pupil%20Transportation/e Tran%20Application%20Instructions/Pupil Transp%20Instructions%20Sa
mpleAverageWorksheet.pdf (accessed November 3, 2022) and PDE’s “Weighted Average Examples”
https://www.education.pa.gov/Documents/Teachers-
Administrators/Pupil%?20Transportation/eTran%20Application%20Instructions/Pupil Transp%20Weighted AverageE
xamples.pdf (accessed May 3, 2023).

42 This includes maintaining monthly odometer/mileage readings (or more frequent readings if there were changes
made to a vehicle route) to support the number of miles each vehicle traveled with and without students.

43 The number of vehicles used to transport students during the 2020-21 school year as reported to PDE on the PDE-
2518 was determined to be not sufficiently reliable as noted in Appendix A.

4 Although the District receives a supplemental reimbursement for the number of students that attend nonpublic and
charter schools, its regular reimbursement amount is calculated, in part, based on the total number of students
transported regardless of whether they attend a public, nonpublic, charter school, etc.
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As previously stated, without complete supporting documentation, we were unable to confirm
the accuracy of the number of miles, students, and days students were transported that were
reported to PDE for the 2020-21 school year. We acknowledge that the 2020-21 school year was
not a typical year. Due to the COVID-19 pandemic, the District offered both virtual and in-
person education throughout the school year, which affected student transportation. However, the
District should follow PDE requirements regarding calculating transportation and maintain all
supporting documentation for the information submitted to PDE for transportation
reimbursement.

Lack of Supporting Documentation for Supplemental Transportation
Reimbursement

The PSC requires school districts to provide transportation services to students who reside in its
district and who attend a nonpublic or charter school.*’ School districts receive a supplemental
reimbursement of $385 for each nonpublic and charter school student transported by the
District.*

For the 2020-21 school year, the District reported to PDE 242 nonpublic and 19 charter school
students and received reimbursement payments totaling $100,485. We requested a list of the
students that comprised the number of students reported to PDE; however, the lists provided by
the District listed a total of 256 nonpublic students and 23 charter students. Therefore, the
District did not accurately report the total number of students based on its own student listings.*’
This discrepancy may have been caught and corrected if the District had assigned another staff
member to review transportation information prior to it being submitted to PDE.

We randomly selected 60 nonpublic and all 23 charter school students from the lists provided by
the District and attempted to verify that the students were transported to the respective nonpublic
or charter school.*® The District did not have supporting documentation for 8 of the 60 nonpublic
and 6 of the 23 charter school students selected for testing. No exceptions were noted during our

45 Section 2509.3 (relating to “Payments on account of transportation of nonpublic school pupils”) of the PSC provides
that each school district shall receive a supplemental transportation payment of $385 for each nonpublic school student
transported. This payment is provided for charter school students in Section 1726-A(a) of the Charter School Law
through its reference to Section 2509.3 of the PSC. See 24 P.S. §§ 25-2509.3 and 17-1726-A(a).

46 Tbid. Further, pursuant to the PSC, a nonpublic school is defined, in pertinent part, as a nonprofit school other than
a public school within the Commonwealth of Pennsylvania, wherein a resident of the Commonwealth may legally
fulfill the compulsory school attendance requirements. See Section 922.1-A(b) (relating to “Definitions”) of the
PSC, 24 P.S. § 9-922.1-A(b).

47 The number of non-public and charter school students transported by the District during the 2020-21 school year
as reported to PDE on the PDE-2576 was determined to be not sufficiently reliable as noted in Appendix A.

48 Documents used to verify a student’s transportation to a non-public school included Request for Transportation
forms submitted to the District by the students’ parent/guardian and student rosters provided by the respective non-
public schools.
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review of the records that were provided by the District for the remaining 52 nonpublic and 17
charter school students.

The District’s lack of supporting documentation precluded us from determining the accuracy of
the nonpublic school and charter school students transported and, therefore, we could not
confirm the accuracy of the supplemental transportation data reported to PDE for the 2020-21
school year or if the District was in compliance with applicable laws, regulations, and reporting
requirements governing transportation operations.

Lack of supporting documentation for non-reimbursable students

Our prior audit transportation finding reported the District inaccurately reported students who
lived on a Pennsylvania Department of Transportation (PennDOT) determined public hazardous
walking route as non-reimbursable.*” We made one recommendation to PDE to adjust the
District’s future allocations to recover a net overpayment of $5,134. The $5,134 is the net
amount of over/(under) payments of ($12,392), ($15,331), $17,694, and $15,163 calculated for
the 2013-14 through 2016-17 school years, respectively.

As part of our current audit procedures, we asked District management if PDE adjusted the
District’s allocations to recover the net overpayment. District management responded by
providing the FYE June 30, 2019, through June 30, 2022 subsidy reports from PDE and stated
they did not see the deduction on the reports.>® We reviewed the reports provided by the District
and although we did not find the net overpayment amount deducted, we did note that only the
underpayment amount of $15,331 reported for the 2014-15 school year was reported being paid
to the District during the 2020-21 school year. The reports did not note adjustments for the
remaining three years reported in the prior audit finding. Therefore, as a result of PDE only
making one adjustment, the remaining net amount of overpayment made by PDE to the District
is $20,465.°! District management does not know if PDE intends to make the adjustments to the
current year or future year subsidies but has a responsibility to follow-up with PDE to inquire
the status of the adjustments recommended in the prior audit report.

4 Elementary students residing within 1.5 miles of their respective school or secondary students residing within 2
miles of their school are not eligible as reimbursable unless the student resides on a PennDOT determined hazardous
walking route. PDE’s Form Completion Instructions — PDE-2089 Summary of Pupils Transported form
https://www.education.pa.gov/Teachers%20-%20Administrators/Pupil%20Transportation/Pages/default.aspx
(accessed November 3, 2022).

30 Audit Confirmation of Subsidy Payments report issued by PDE’s Office of Comptroller Operations Financial
Accounting Information that reports for a specific fiscal year, a breakdown by revenue area of payments by PDE to
the District. The Audit Confirmation of Subsidy Payments report is of undetermined reliability as discussed in
Appendix A.

51 The $20,465 is the net amount of over/(underpayments) of ($12,392) in the 2013-14 school year and $17,694 and
$15,163 calculated for the 2015-16 and 2016-17 school years, respectively.
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We performed further audit procedures to review the information provided to PDE for the 2020-
21 school year. The District provided us with a list of 661 hazardous route students for the 2020-
21 school year, which agreed with the total number of hazardous route students reported to PDE.
We randomly selected 60 students for review to determine if they met the criteria for the District
to report them as students on a hazardous route. Based on our analysis of each student’s home
address and the school they attended, it appears that the District incorrectly reported 9 of the 60
students because the students resided more than either the 1.5 or 2 mile travel distance threshold
in PDE’s criteria.>?

District management speculated the differences could be the result of a family moving and the
address not being updated in the information provided to us or due to transporting students to
before or after school care rather than the home address. However, the District should maintain
documentation to support the justification for reporting those students on hazardous routes to
PDE. Although we determined that there is no monetary effect regarding the nine students, it is
imperative that the District accurately determine and report to PDE hazardous route students, as
well as maintain documentation to support the determinations.

Overall Weaknesses Resulting in Ongoing Issues with Reporting
Transportation Data to PDE

Our review included interviews and correspondence with the District’s current Finance Manager
and Transportation Director; however, both of these staff members were new to their positions as
of July 2022. Therefore, neither were involved with reporting the District’s transportation data to
PDE during our audit period of July 1, 2018, through June 30, 2021.%* During our inquiries,
management was in many cases unable to respond to our questions and as discussed in detail in
earlier sections of the finding, unable to produce documents necessary to support transportation
data submitted to PDE. As employee turnover is a common occurrence, it is imperative the
District have written policies and procedures and internal controls in place to ensure that
operations occur according to applicable laws, regulations, and guidelines, and that records are
maintained to document work performed. Specifically, the District must obtain and retain
transportation data in accordance with the Public School Code (PSC) requirements and best
business practices.>* Therefore, the District should adopt a strong system of internal controls and

52 The data provided for the number of students transported by the District during the 2020-21 school year that live
on hazardous routes as reported to PDE on the PDE-2576 was determined to be not sufficiently reliable as reported
in Appendix A.

53 Although the current Finance Manager and Transportation Director were not in their current positions during the
audit period, the current Superintendent and other Business Office and Transportation Department staff were
employed during the audit period and participated in interviews. Additionally, current District management
contacted the former Transportation Director for assistance regarding transactions that occurred during the audit
period.

4 Section 518 (relating to “Retention of records”) of the PSC requires that the financial records of a district be
retained by the district for a period of not less than six years. See 24 P.S. § 5-518.
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adequate procedures for its transportation operations that should include, but is not limited to, the
following:

e Proper segregation of duties.

e Performing data analysis to identify fluctuations.

¢ Training staff on PDE reporting requirements.

e Maintaining up-to-date written policies and procedures.

Our current review, as well as the prior audit, found issues with all four of the above listed items,
which are discussed in the following sections.

Proper segregation of duties

The transportation data submitted to PDE during the audit period was the responsibility of one
staff member (the prior Transportation Director) with no detailed review performed by another
individual. This issue was also identified in our prior audit report. Prior District management
responded that the transportation data will be reviewed by an independent individual before
submitting information to PDE and the documentation will be signed and dated by the reviewer.
However, current District management stated there was no review performed during our current
audit period. District management further stated that transportation data will now be prepared by
the District’s Transportation Director and reviewed by the Transportation Secretary.
Additionally, management stated that the Finance Manager will review the data as an
independent individual prior to the Superintendent’s submission of a sworn statement that the
data is accurate.>® We did not, however, review current District processes as part of our audit
procedures. However, because of this statutorily required attestation, the District should ensure it
has implemented an adequate internal control system to provide the superintendent with the
confidence needed to sign the sworn statement. This includes proper segregation of duties and a
review of transportation data prepared for submission to PDE.

35 To be eligible for transportation reimbursements, school districts are required to annually file with PDE a sworn
statement, which includes the superintendent’s signature, attesting to the accuracy of student transportation data
submitted to PDE for the prior and current school years. See 24 P.S. § 25-2543 (relating to “Sworn statement of
amount expended for reimbursable transportation; payment; withholding”). Section 2541(a) of this section states, in
part: “School districts shall be paid by the commonwealth for every school year on account of pupil transportation
which... have been approved by the Department of Education... an amount to be determined by multiplying the cost
of approved reimbursable pupil transportation incurred by the district by the district’s aid ratio. In determining the
formula for the cost of approved reimbursable transportation, the Secretary of Education may prescribe the methods
of determining approved mileages and the utilized passenger capacity of vehicles for reimbursement purposes...”
See 24 P.S. § 25-2541(a). As noted earlier in the report, while a sworn statement is different from an affidavit, in
that a sworn statement is not typically signed or certified by a notary public but are, nonetheless, taken under oath.
See https://legaldictionary.net/sworn-statement/ (accessed May 22, 2023).

PDE’s Form Completion Instructions — Certification of Transportation Operations.
https://www.education.pa.gov/Teachers%20-%20Administrators/Pupil%20Transportation/Pages/default.aspx
(accessed November 3, 2022).
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Performing data analysis to identify fluctuations

An additional tool for the District to use to identify discrepancies in transportation data submitted
to PDE is to conduct a multi-year trend analyses of student (also referred to in this report as a
pupil) transportation data and transportation subsidies to help identify unexpected fluctuations.
These analyses were also recommended in the prior audit report. Although previous District
management responded to the prior report that a yearly analysis would be performed by the
Director of Transportation, current District management stated that the District sends out bus
forms to families each spring and that routes may be adjusted or rebalanced as a result. However,
annual contact with families and subsequent route adjustments do not provide an annual multi-
year trend analyses as recommended to identify unexpected fluctuations.

Training staff on PDE reporting requirements

According to current District management, neither the prior nor the current Transportation
Director attended transportation-related training. The lack of training led to an issue discussed in
an earlier section of the finding regarding the District not submitting to PDE transportation data
based on two options provided by PDE for Districts to calculate vehicle mileage and the number
of students transported. Training staff on PDE requirements for the collection, calculation, and
reporting of transportation data to PDE is critical to help ensure accurate transportation data is
submitted to PDE.

Maintaining up-to-date written policies and procedures

The District’s written policies were not provided to us for our review. District management
acknowledged the District’s policy manual has been neglected, and is therefore outdated. District
management further stated they are working on updating the District’s policy manual.
Additionally, the District does not have written procedures for the District’s transportation
operations to help ensure accurate reporting of transportation data to PDE. Written procedures
regarding specific steps staff should take in collecting, calculating, reporting, and retaining
transportation information will also assist new staff members when turnover occurs.

Overall Conclusion

Based on audit procedures performed, we concluded the District did not have adequate internal
controls in place and failed to obtain and retain appropriate supporting documentation and report
accurate transportation data to PDE. Therefore, we could not confirm the accuracy of the
transportation data submitted to PDE for its regular and supplemental transportation
reimbursements for the 2020-21 school year. Although audit procedures were not performed on
the data submitted to PDE for the 2018-19 and 2019-20 school years used to calculate the
District’s transportation reimbursements, since the District indicated that the former staff
members and procedures were in place throughout the audit period, we question the accuracy of
the data for those school years. Additionally, we could not conclude if the District was in
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compliance with applicable laws, regulations, and reporting requirements governing
transportation operations.

Adding adequate internal controls and procedures will assist the District with ensuring the
retention of sufficient documentation and will reduce the risk of inaccurate data being reported to
PDE in future years.

As a state public auditing agency, we are very concerned about the District’s very weak internal
controls, lack of documentation, lax review processes, and deficient and outdated policies and
procedures. We strongly encourage the District to address these inadequacies in accordance with
our recommendations.

Recommendations for Finding 2

We recommend the Wyoming Valley West School District:

1. Develop and implement an internal control system over its transportation operations. This
should include, but not be limited to, the following:

a) Developing adequate segregation of duties that includes assigning a review of
transportation data performed by an employee other than the employee who
prepared the data before it is submitted to PDE.

b) Conducting annual multi-year trend analyses of student transportation data and
transportation subsidies to help identify unexpected fluctuations. Any unexplained
fluctuations should be investigated to provide additional assurances that the data
is accurately reported to PDE.

c) Training staff on PDE’s reporting requirements for all personnel involved in
collecting, calculating, and reporting transportation data. District should inquire of
availability of training from the Pennsylvania School Boards Association (PSBA)
and Intermediate Units.

d) Developing clear and concise written policies and procedures regarding
transportation operations including, but not limited to, collecting, calculating, and
reporting of transportation data. The District should consider seeking assistance
from the PSBA to assist in developing these policies and procedures.

2. Ensure that supporting documentation for all regular and supplemental transportation data
is obtained, reviewed, and retained in accordance with Public School Code (PSC) and
PDE requirements. This includes, vehicles mileage/odometer readings, student bus
rosters, calendars of student transportation days for all students, and documents
supporting the request for student transportation to nonpublic and charter schools.
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3. Perform periodic reconciliations of transportation data such as mileage, vehicles, students
being transported (including public, non-public school, and charter school), and
hazardous routes to available documents to ensure that all data is accurately captured and
recorded throughout the year. For example, reconciling the number of non-public and
charter school students listed on the student bus rosters to student request for
transportation supporting documents.

4. Review the transportation data issues for the 2020-21 school year noted in this finding
and the transportation data reported to PDE for the 2018-19 and 2019-20 school years to
determine if similar errors were made and, if necessary, submit revised transportation
reimbursement reports to PDE.

5. Inquire of PDE the status of the underpayment and two overpayments applicable to the
2013-14, 2015-16, and 2016-17 school years reported in the prior audit finding.
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Finding 3 — The Wyoming Valley West School District did not maintain and
retain documentation to support its procurement process and approval for
contracted services.

The audit objective pertaining to this finding was to determine whether the Wyoming Valley
West School District’s (District) service contracts (contracts) were Board approved as required
by the Public School Code (PSC).%¢ In addition, the audit objective included determining
whether the service contracts were in the best financial interest of the District and monitored to
ensure contracted services were properly delivered.

Based on our audit procedures, we found the District lacked the following:

A complete list of its service contracts.

Written procedures pertaining to its procurement process.

Documentation supporting its procurement process and approval of contracts.
Documentation to demonstrate that contracts are monitored.

As a result of the above issues, we could not determine if all of the District’s service contracts
selected for review were Board approved as required, in the best financial interest of the District,
and monitored to ensure contracted services were properly delivered. The District’s lack of
standard written procedures and supporting documentation could result in excessive costs,
duplicated contracted services, and potential waste of taxpayer funds that could be used to
educate students. The following sections discuss each of these areas in detail.

District lacked a complete list of its service contracts.

The District did not maintain a centralized list of service contracts. District management stated
that instead, each of the District’s departments m