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January 15, 2015 
 
 
 

Alex Tainsh, Chairman 
Gallatin County School District 
75 Boardwalk 
Warsaw, Kentucky 41095 
 
RE:   Findings and Recommendations 
 
Dear Chairman Tainsh: 
 

We have completed our Examination of Certain Policies, Procedures, Controls, and Financial 
Activity of the Gallatin County School District (District).  This examination resulted in six findings and 
offers multiple recommendations to strengthen the management and internal controls of the District.  
While thoroughly examined, certain concerns expressed to this office could not reasonably be 
substantiated through documentation or interviews and did not result in a report finding.  Other issues 
were found to have already been resolved by the District prior to the initiation of the examination 
process. 

 
To address the concerns expressed to this office, we requested and examined certain District 

financial and other records for the examination period July 1, 2009 through June 30, 2014, unless 
otherwise stated.  These records included, but not limited to, Board meeting minutes, salary schedules, 
staff salaries, Board members’ and selected staff’s travel and expense reimbursements, vendor 
payments, certain District employee contracts, and MUNIS user access rights.  Our review included 
discussions and interviews with numerous Board members, District staff, a contractor, and both the 
former and current Superintendents. 

 
 The Auditor of Public Accounts requests a report from the District on the implementation of the 
examination recommendations within (60) days of the completion of the final report.  If you wish to 
discuss this report further, please contact me or Brian Lykins, Executive Director of the Office of 
Technology and Special Audits. 

 
Respectfully submitted, 

 
 
 

Adam H. Edelen 
Auditor of Public Accounts 
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ADAM EDELEN 
AUDITOR OF PUBLIC ACCOUNTS 

 
Performance and Examination Audits Branch 

Executive Summary 
January 15, 2015 

Examination of Certain Policies, Procedures, Controls, and Financial Activity 
of the Gallatin County School District 

 

 
Scope and Objectives 
The Auditor of Public Accounts (APA) received 
numerous concerns regarding activities of the Gallatin 
County School District (District).  After careful 
consideration of these concerns, the APA initiated an 
examination of the District to review certain financial 
controls, processes, and activities of the District.  The 
purpose of this examination was not to provide an 
opinion on the District’s financial statements or 
activities, but was designed to review the specific issues 
brought to the attention of this office and, when needed, 
make recommendations to strengthen internal controls 
and processes for the benefit of the District. 
 
After examining the requested documentation and 
conducting interviews to address the concerns 
expressed to auditors throughout this examination 
process, auditors, as presented in this report, developed 
findings and made recommendations for improving 
procedures and internal controls.  While thoroughly 
examined, certain concerns expressed to this office 
could not reasonably be substantiated through 
documentation or interviews and did not result in a 
report finding. 
 
The District 
The District is the only public school system serving 
Gallatin County, a county with a population of 
approximately 8,500. The District serves approximately 
1,600 students enrolled in four schools: two elementary 
schools, one middle school, and one high school.  All 
District schools are located in the county seat of 
Warsaw, Kentucky. 
 
During the 2013-2014 school year, the District 
employed approximately 112 classified and 127 
certified fulltime equivalent staff, 103 of which were 
teachers.  The pupil/teacher ratio was 16 students for 
every one teacher.  According to reports from the 2012-
2013 school year, the District’s average annual 
expenditure per student was $13,144. 
 
For the year ended June 30, 2014, the District’s 
financial statements identify $17,260,830 in total 
revenues and $17,491,014 in total expenditures. 
 

Findings and Recommendations 
Finding 1:  A contracted financial consultant and 
the District Finance Director had duplicate duties. 
Since June 26, 2000, the District has contracted with a 
Financial Consultant to provide services that were 
similar to or the same as many of the duties required of 
the District Finance Director.  According to both 
previous and current District leadership, this was 
primarily due to the Finance Director not having the 
expertise to carry out higher level financial and 
accounting functions.  This resulted in the necessary 
outsourcing of these functions to a contractor.  Despite 
the need to contract for these services, the Finance 
Director was still compensated similarly to Finance 
Directors at other school districts where such 
outsourcing is not needed. 
Recommendations: We recommend that the District 
seek out and hire a qualified Finance Director with 
sufficient expertise to complete all higher level duties 
of the position.  In addition, the Superintendent should 
evaluate staffing within the Financial Department and 
determine whether an additional clerk position is 
necessary to complete some of the day-to-day tasks that 
were being performed previously by the Finance 
Director.  We recommend that the District establish the 
minimum qualifications for the Finance Director 
position to meet the requirements of KRS 160.431.  
This includes the new certification requirements that 
will eventually be established by the Kentucky 
Department of Education through Kentucky 
Administrative Regulations as a result of changes made 
to KRS 160.431 during the 2014 legislative session. 
 
Finding 2:  The Finance Director was paid for 
additional duties that were not approved by the 
Board. 
During the four-year period for fiscal years 2011 
through 2014, the District paid the Finance Director a 
total of $26,089.80 for extra duties she performed that 
were not specified within any of the Board approved 
salary schedules.  The extra duties caused the Finance 
Director to receive additional pay by working beyond 
the number of annual contracted work days and 
specified daily hours.  According to KRS 160.290 and 
KRS 160.291, it is the responsibility of the Board to fix 
the compensation of all District employees, including 
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payment for extra duties and services.  In addition, the 
Board also approves all employee job descriptions that 
are attached to the employee contracts and any 
modifications made to them.  No Board action was 
taken to modify the salary schedules or approve a 
change to the number of contracted work days required 
of the Finance Director. 
Recommendations: We recommend that the District 
ensure any extra duties or services assigned to staff be 
authorized within a Board approved salary schedule.  
We also recommend that any additional duties be 
specifically added to the employee’s job description 
and approved by the Board. 
 
Finding 3:  The contracted Financial Consultant 
self-directed certain contracted duties and 
undertook others not specified in the contract. 
Based on interviews with District staff and the 
Financial Consultant, it appears the contracted 
Financial Consultant completed certain contracted 
duties without direction from management or staff and 
undertook other job tasks not specifically included 
within the contract without being requested.  Due to the 
Financial Consultant being paid on an hourly basis, any 
extra work being completed without a request from the 
District likely resulted in an added cost to the District 
for services it may not have needed.  Staff also reported 
that since the activities of the Financial Consultant 
appeared to be self-directed, it created a confused 
supervisory structure within the Financial Department. 
Recommendations:  We recommend the District 
ensure that contractors are given specific duties and 
guidelines to follow to ensure that contracted services 
are provided as expected and for the price agreed upon.  
A specific procedure should be developed or process 
included within the contract to ensure all duties 
performed by contractors are approved in advance and 
that payment will not be made for those that do not 
have prior authorization.  Further, we recommend that 
the Superintendent and Board members receive a 
monthly report of total amounts paid for professional 
service contracts, such as financial consultants, that do 
not have a total specified amount to be expended stated 
within the contract.  This allows the Superintendent and 
the Board to easily remain aware of the ongoing cost of 
contracted professional services. 
 
Finding 4:  The District allowed the Financial 
Consultant contract to be in effect for a 10 year 
period without any formal renewal process, review 
by the Board, or consideration of other options. 
The District Board approved a contract with a Financial 
Consultant on May 24, 2004 that was allowed to 
continue for ten years without additional Board action 
to review the contract terms, renew the contract, or 
consider other contractors or options.  This appears to 

have been caused by vague language within the 
contract that was interpreted to allow for automatic 
renewal as long as no action was taken by the Board or 
the Financial Consultant to end the contract.  It was not 
until a complaint was made by a Board member that a 
new contract was presented and approved on February 
10, 2014, which specifically limited the contract to 12 
months. 
Recommendations:  We recommend that the District 
establish within Board policy a requirement that all 
professional service contracts have a maximum 
duration of one year with the option for annual 
renewals upon approval by the Board.  The policy 
should specify the maximum number of times the 
contract can be renewed before a new contract, if still 
needed, is sought through a competitive procurement 
process. 
 
Finding 5:  Contract terms with the Financial 
Consultant were unclear, resulting in the payment 
of travel time that was not specified in the contract. 
For 10 years, the District paid the Financial Consultant 
the contracted hourly rate for travel time between her 
home and the District central office.  While payment 
for mileage is included in the terms of the contract, 
payment of the contracted hourly rate during travel to 
and from the District is not specifically included.  
However, due to the vague contract terms that outline 
the Financial Consultant’s fees, it could be interpreted 
that payment of the hourly rate was allowable.  These 
unclear terms had the effect of increasing the cost of the 
contract significantly, with the estimated cost for time 
spent traveling accounting for over 30 percent of the 
total annual contract expenses in most years.  For FY 
2013, the amount paid for the consultant’s travel was 
$12,201.75.  Such a significant portion of the contract 
cost should have been clearly specified within the 
contract terms. 
Recommendations:  We recommend that the District 
ensure all billable services be specified in professional 
service contracts.  Proper oversight procedures should 
be developed to ensure all services and expenses 
invoiced by contractors are allowable and comply with 
the contract terms.  We recommend that the District 
specifically clarify within the contract terms whether a 
contractor’s hours for travel to the District are billable.  
If the contractor’s hours for travel are determined to be 
billable, then the contract should specifically identify 
the applicable hourly travel rate.  Finally, as previously 
recommended in Finding 3, the Superintendent and the 
Board should be provided a monthly reporting of the 
cost of financial consultant services. 
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Finding 6:  District salary schedules are 
unnecessarily complex leading to less transparency 
and the potential for errors or abuse. 
The salary schedules adopted by the District include 
supplemental payments to compensate District 
employees for duties that appear to be unrelated to the 
positions of the employees that are receiving them.  The 
salary schedules also include a separate list of payments 
for extracurricular duties for certain positions that 
already have an established base salary specific to that 
position.  In addition, the extracurricular salary 
schedule also includes a line item for payments to three 
District directors.  No clear criteria exists to determine 
which three of the seven Directors will receive the 
payments for the extra duties being performed.  This 
approach taken by the District in creating salary 
schedules is unnecessarily confusing and complex, 
which also makes it difficult to determine the total 
compensation of certain employees.  Such complexity 
in using salary schedules to determine an employee’s 
total compensation reduces the transparency of the use 
of District funds and increases the risk for potential 
error or abuse. 
Recommendations: We recommend that the District 
continue the process to review and revise salary 
schedules in anticipation of the next school year cycle.  
Revised salary schedules for certified staff should 
follow a model similar to that commonly used by other 
school districts.  We recommend this be accomplished 
by applying supplemental payments based on the 
number of days worked beyond a typical teacher 
contract and not using supplemental payments from 
other unrelated job. 
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Scope and 
Objectives 

The Auditor of Public Accounts (APA) received numerous concerns regarding 
activities of the Gallatin County School District (District).  After careful 
consideration of these concerns, the APA initiated an examination of the District to 
review certain financial controls, processes, and activities of the District.  
 

 The purpose of this examination was not to provide an opinion on the District’s 
financial statements or activities, but was designed to review the specific issues 
brought to the attention of this office and, when needed, make recommendations to 
strengthen internal controls and processes for the benefit of the District.  The 
general period reviewed during the examination was July 1, 2009 through June 30, 
2014, unless otherwise stated.  Specific expenditures or activities from earlier or 
later time periods were reviewed based on additional issues that came to the 
attention of the auditors during the examination. 
 

 To address the concerns expressed to this office, we requested and examined 
certain District records for the examination period, including, but not limited to, 
Board meeting minutes, salary schedules, staff salaries, Board members’ and 
selected staff’s travel and expense reimbursements, vendor payments, certain 
District employee contracts, and MUNIS user access rights.  Our review included 
discussions and interviews with numerous Board members, District staff, a 
contractor, and both the former and current Superintendents.   
 

 After examining the requested documentation and conducting interviews to address 
the concerns expressed to auditors throughout this examination process, auditors, as 
presented in this report, developed findings and made recommendations for 
improving procedures and internal controls.  While thoroughly examined, certain 
concerns expressed to this office could not reasonably be substantiated through 
documentation or interviews and did not result in a report finding.  Other issues 
were found to have already been resolved by the District prior to the initiation of 
the examination process.  These issues are briefly discussed at the end of the 
Introduction and Background section of the report. 
 

The District 
 

The District is the only public school system serving Gallatin County, a county with 
a population of approximately 8,500. The District serves approximately 1,600 
students enrolled in four schools: two elementary schools, one middle school, and 
one high school.  All District schools are located in the county seat of Warsaw, 
Kentucky.   
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 During the 2013-2014 school year, the District employed approximately 112 
classified and 127 certified fulltime equivalent staff, 103 of which were teachers.  
The pupil/teacher ratio was 16 students for every one teacher.  According to reports 
from the 2012-2013 school year, the District’s average annual expenditure per 
student was $13,144. 
 

 For the year ended June 30, 2014, the District’s financial statements identify 
$17,260,830 in total revenues and $17,491,014 in total expenditures.   
 

Issues Resolved or 
Action taken by 
the District  
 

Prior to initiating the examination, it appears the District resolved several issues 
that were brought to the attention of the APA.  These issues were reviewed and 
discussed with District officials.  Resolving these issues demonstrates the District’s 
ability to respond to concerns and take action to correct or improve problems.  
These issues include: 
 

  The District received eight complaints related to whether years of service 
were being calculated properly for employees.  The District followed the 
process established in District policy to review the issue.  This included an 
internal review by the Superintendent and the Board Attorney.  A report was 
then made to Board on any findings and outcomes.  The review conducted 
resulted in approximately $2,400 being awarded in back pay.  The review 
also resulted in the District discussing the potential for modifying Board 
policy related to the calculation of employee years of experience. 

  It appears the District Board was not pre-approving certain out-of-district 
travel for Board members.  Instead, the Board generally accepted that there 
would be a rotation of two different members each year to attend the 
National School Board Association conference.  After complaints to the 
Board, it was determined that this did not meet the standards of KRS 
160.280, which was interpreted by the Kentucky Attorney General as 
requiring the Board to pre-approve out-of-district travel for members in 
order to receive reimbursement of expenses.  The District has since included 
all out-of-district Board member travel on the agenda for preapproval.  

  In reviewing documents provided by complainants, it appears District staff 
were providing the Board with handwritten purchase orders as support for 
certain expenses.  According to staff, this was done to ensure the support 
was available for items that were purchased just before a Board meeting 
occurred.  Staff stated the purchase orders would subsequently be entered 
into the District’s accounting system once time allowed.  A review of select 
purchase orders did find that the appropriate information was entered for 
those documents reviewed.  Due to the increased risk with handwriting last 
minute purchase orders, the District ceased this practice prior to this 
examination. 
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Finding 1: A 
contracted 
financial 
consultant and the 
District Finance 
Director had 
duplicate duties. 

Since June 26, 2000, the District has contracted with a Financial Consultant to 
provide services that were similar to or the same as many of the duties required of 
the District Finance Director.  According to both previous and current District 
leadership, this was primarily due to the Finance Director not having the expertise 
to carry out higher level financial and accounting functions.  This resulted in the 
necessary outsourcing of these functions to a contractor.  Despite the need to 
contract for these services, the Finance Director was still compensated similarly to 
Finance Directors at other school districts where such outsourcing is not needed. 
 

 According to the District’s official job description, the Finance Director is generally 
tasked with the maintenance and oversight of the District Financial Department, but 
specific duties include items such as budgeting, annual financial reporting, salary 
schedules, and tax reporting.  These are all items listed as roles, results, or benefits 
in the two contracts between the District and the Financial Consultant first initiated 
in 2004 and in a new contract approved in 2014.  This indicates an apparent 
duplication of duties; however, interviews with staff reveal that the Financial 
Consultant was primarily responsible for these duties, as well as other duties that 
are included within the “Performance Responsibilities” of the Finance Director.  
When asked whether the lack of staff or lack of expertise was the reason for the 
need for the consulting contract, both current and former District leadership 
responded that it was primarily a lack of expertise. 
 

 According to the Financial Consultant, she had been employed as the Finance 
Director for the District prior to contracting with the District.  The Financial 
Consultant stated that she chose to leave that position because she no longer desired 
a full time job, but the superintendent at that time requested that she return to work 
at the District as a contractor to provide financial consulting services.  This is 
reflected in the June 26, 2000, Board meeting minutes when the consulting services 
were approved at $75 per hour, though no contract document appears to be 
available from that time period.  A clerk within the District financial department 
was hired to fill the vacant Finance Director position, but the clerk possessed only a 
high school degree and no formal accounting or financial training.   
 

 The Financial Consultant stated it was intended that she would serve as a contracted 
consultant to the District performing those duties that required a professional 
accounting background, which she has.  The Financial Consultant stated that this 
essentially resulted in the consultant acting as Chief Financial Officer and the 
Finance Director acting more as a controller.  The Finance Director did appear to 
have numerous job tasks to complete in the day-to-day activities of the Financial 
Department and became a Certified School Financial Manager (CFSM) after taking 
the position.  With this considered, the District Finance Director was compensated 
at an amount comparable to other districts that employ finance officers with more 
expertise and that do not require a financial consultant on a regular basis. 
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 The APA conducted a survey of all school districts in Kentucky in the spring of 
2014.  Information collected included salaries, work experience, educational 
background, and job titles of those acting as chief financial staff as reported by each 
of the school districts.  After sorting all school district information by salary, Table 
1 provides the information for the chief finance officers of the five school districts 
immediately above and below the amount paid to the District Finance Director.     
 

Table 1: District Finance Director Compared to Ten Other School Districts with Closest Salaries.  
District Students Salary Certifications Experience Degree Major Minor Title 

Whitley 
County               4,261 

     
$77,379  N/A 12 Master's 

Computer 
Information 
System 

Finance/ 
Accounting CFO 

Bullitt County    12,875 $77,863  N/A 5 Bachelor's 

Business 
Administration/ 
Accounting N/A 

Director of 
Finance 

Simpson 
County  2,874 $78,367  CPA 4 Bachelor's Accounting N/A Superintendent 
Campbellsville 
Independent       1,139 

     
$78,430  N/A 3 Master's Education 

Business 
Administration 

Finance 
Director 

Leslie County    1,763 
     
$79,455  CSFM 0 Rank I Education Finance 

School Business 
Administrator/ 
Finance 
Officer 

Gallatin 
County               1,626 

     
$79,680  CSFM 14 

High 
School N/A N/A Finance Officer

Metcalfe 
County               1,510 

     
$79,817  CPA 0 Bachelor's 

Business 
Administration N/A 

Finance 
Director / 
Treasurer 

Franklin 
County               6,160 

     
$79,965  CPA 18 Bachelor's Accounting N/A 

Finance  
Officer 

Marion 
County               3,142 

     
$80,405  CPA 4 Bachelor's Accounting N/A 

Finance 
Director 

Hopkins 
County               6,882 

     
$80,892  CPA 3 Bachelor's Accounting N/A 

Director of 
Finance 

Laurel County    9,213 
     
$80,909  N/A 20 Bachelor's 

Business 
Administration Accounting 

Business 
Manager 

Source: APA 2014 survey of Kentucky school district finance officers. 
 

 As seen in Table 1, the District was paying the Finance Director a salary 
comparable to other chief finance officers that all hold either a bachelor’s degree in 
accounting or business administration, or a master’s degree/Rank I in education.  
Many of these finance directors are also Certified Public Accountants.  While some 
of the other finance officers and directors do not have as many years of experience 
as the District’s Finance Director, it does not appear that their school districts 
require the services of a consultant to the extent that the District has for the last 14 
years.  This indicates the District has likely paid the Finance Director an amount 
similar to the salary of other district chief finance officers, while the expertise of 
the District Finance Director was not similar to those in other districts.  To acquire 
the additional expertise, the District had to contract with a consultant to complete 
certain duties at an additional cost.  
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 Table 2 contains the total payments made to the Financial Consultant for each of 
the last five fiscal years. 
 

                                      Table 2: Annual Payments Made to Financial Consultant FY 2010 – FY 2014 
Fiscal Year Total Paid 
2010 38,385.80 
2011 38,708.15 
2012 46,864.15 
2013 38,672.49 
2014 54,204.45 

Source: APA based on District vendor payment information. 
 

 As seen in Table 2, the District paid the Financial Consultant a significant amount 
to provide the services the Finance Director did not perform.  It should also be 
noted that not all of this cost was related to the actual work providing services, but 
was for mileage reimbursement and travel time to the District.  Based on 
estimations further discussed in Finding 5, travel time incurred by the Financial 
Consultant likely made up as much as 31 percent of the payments made in FY 
2013.  These are funds that could have been used for other purposes had the 
Finance Director been able to perform all required duties.  
 

 Effective December 5, 2014, the Financial Consultant ended the contract with the 
District and the Finance Director retired effective December 31, 2014.  Based on 
opinions of those interviewed, including the Financial Consultant, the Finance 
Director would likely not have been able to complete the various higher level duties 
required of that position that were being completed by the Financial Consultant.  
The District will now have the opportunity to seek out a Finance Director with a 
level of expertise that will no longer require the regular use of a contracted financial 
consultant to complete the more complex accounting duties of the position. 
 

Recommendations We recommend that the District seek out and hire a qualified Finance Director with 
sufficient expertise to complete all higher level duties of the position.  In addition, 
the Superintendent should evaluate staffing within the Financial Department and 
determine whether an additional clerk position is necessary to complete some of the 
day-to-day tasks that were being performed previously by the Finance Director.      
 

                                   We recommend that the District establish the minimum qualifications for the 
Finance Director position to meet the requirements of KRS 160.431.  This includes 
the new certification requirements that will eventually be established by the 
Kentucky Department of Education through Kentucky Administrative Regulations 
as a result of changes made to KRS 160.431 during the 2014 legislative session. 
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Finding 2:  The 
Finance Director 
was paid for 
additional duties 
that were not 
approved by the 
Board. 
 
 

During the four-year period for fiscal years 2011 through 2014, the District paid the 
Finance Director a total of $26,089.80 for extra duties she performed that were not 
specified within any of the Board approved salary schedules.  The extra duties 
caused the Finance Director to receive additional pay by working beyond the 
number of annual contracted work days and specified daily hours.  According to 
KRS 160.290 and KRS 160.291, it is the responsibility of the Board to fix the 
compensation of all District employees, including payment for extra duties and 
services.  In addition, the Board also approves all employee job descriptions that 
are attached to the employee contracts and any modifications made to them.  No 
Board action was taken to modify the salary schedules or approve a change to the 
number of contracted work days required of the Finance Director. 
 

 The Finance Director is paid a salary based on the annual salary schedule approved 
by the Board before each school year.  This salary is to be based on the job duties 
of the position, the number of hours to be worked per day, and the number of days 
to be worked per school year.  These details are also approved by the Board, though 
approval does not have to be performed on a regular basis, only when modifications 
are made.  In addition to a regular salary, the Finance Director receives a “Director 
Supplement,” which is also included within the Board approved salary schedule.  
Combining the base salary and the Director Supplement payments results in the 
annual salary the Finance Director would be expected to make per school year; 
however, this amount was exceeded for the last four years, making the salary less 
transparent and could call into question whether it was appropriate for the Finance 
Director to have received this additional compensation. 
 

 While a superintendent is responsible for the daily activities and oversight of the 
school district, including the hiring and dismissal of employees, the school board is 
responsible for setting pay of those employees.  KRS 160.290(1) states, “[e]ach 
Board shall exercise generally all powers prescribed by law in the administration of 
its public school system, appoint the superintendent of schools, and fix the 
compensation of employees.”  KRS 160.291(3) further states, “[p]ayment for extra 
duties or services must be paid pursuant to a payment plan adopted by the board of 
education prior to the beginning of the school year.” 
 

 The following table provides the total salary and all salary components of the 
Finance Director for the last five full school years. 
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                 Table 3: Five-Year Finance Director Salary Payments 
Fiscal Year 
 

Regular 
Salary 

Director 
Supplement

Sub for 
Payroll 
Clerk 

Extra 
Hours 

Total 
Payments 

Contract 
Days 

2009-2010 $75,044.00   $4,470.00   $79,514.00 240 
2010-2011   75,043.92     4,470.00 $   625.44    80,139.36 240 
2011-2012   75,043.92     4,470.00 21,702.19  101,216.11 240 
2012-2013   74,421.12     4,470.00   2,227.89    81,119.01 238 
2013-2014   75,165.00     4,515.00  $1,534.28   81,214.28 238 

Source: APA based on salary details provided by the District. 
 

 As seen in Table 3, during the three-year period from FY 2011 through FY 2013, 
the Finance Director was paid a total of $24,555.52 for extra duties related to the 
Payroll Clerk, but these extra duties were not approved by the Board as required by 
KRS 160.291(3).  According to current and former District officials, these 
payments were primarily for completing the duties of the Payroll Clerk who was on 
long-term disability leave for six months and for training the Finance Director in 
payroll duties prior to taking leave.  All extra payments for the payroll completed 
by the Finance Director appear to have been made based on a prorated hourly rate 
calculated using the Finance Director’s salary established in the Board approved 
salary schedule.   
 

 Current and former District officials stated that the Board was made aware that the 
Payroll Clerk would be on long-term leave and that the Finance Director would be 
completing those duties.  Board minutes do not reflect that any request was made to 
the Board to modify or otherwise approve the additional pay to the Finance 
Director.  
 

                                     Table 3 also illustrates that during FY 2014, the Finance Director was paid 
$1,534.28 for additional hours worked beyond her 238 day contract.  According to 
District documents, these payments were for additional hours worked beyond the 
238 day contract with the Finance Director.  It was reported that these extra hours 
were needed so that she could assist with the set up of a new system being 
implemented by the Kentucky Teachers Retirement System and adding new salaries 
in the system for the upcoming school year.  The contract for the Finance Director 
is approved by the Board and includes a job description, which stipulates an eight 
hour work day for 238 days per school year.  Any modification to this contract and 
the associated job description should have been approved by the Board.  Salary 
schedules approved by the Board are a means by which to ensure the Board has 
control and management of all school funds.  Salary schedules also provide 
transparency to the public and allow for critical review of the usage of public funds.  
While it is understandable that when an emergency arises, such as when an 
employee goes on leave and cannot be immediately replaced, solutions may be 
difficult and require innovation, care should be taken to ensure the Board’s 
oversight and approval continues and is not removed. 
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Recommendations We recommend that the District ensure any extra duties or services assigned to staff 
be authorized within a Board approved salary schedule.  We also recommend that 
any additional duties be specifically added to the employee’s job description and 
approved by the Board.    
 

Finding 3:  The 
contracted 
Financial 
Consultant self-
directed certain 
contracted duties 
and undertook 
others not specified 
in the contract. 

Based on interviews with District staff and the Financial Consultant, it appears the 
contracted Financial Consultant completed certain contracted duties without 
direction from management or staff and undertook other job tasks not specifically 
included within the contract without being requested.  Due to the Financial 
Consultant being paid on an hourly basis, any extra work being completed without 
a request from the District likely resulted in an added cost to the District for 
services it may not have needed.  Staff also reported that since the activities of the 
Financial Consultant appeared to be self-directed, it created a confused supervisory 
structure within the Financial Department. 
 

 The contract with the Financial Consultant outlines a variety of duties to be 
completed by the Financial Consultant.  According to the Financial Consultant, 
some of these duties would be undertaken in conjunction with the Superintendent 
and the Finance Director, while others would be completed at regularly reoccurring 
times.  In addition, the Financial Consultant stated that if she saw other issues that 
needed to be reviewed or addressed, she would undertake these tasks as well, even 
when not specifically directed.  Statements from staff and the Financial Consultant 
indicate that the contractor was acting in an internal audit capacity at times, without 
being asked by District staff to perform some of the tasks.  According to District 
staff, some of the activities included obtaining and reviewing files maintained by 
District employees, primarily within the Financial Department.  The Financial 
Consultant would then report back to the Finance Director and Superintendent the 
results of her review.  
 

 The contract with the Financial Consultant does provide for various unspecified 
duties to be provided; however, the contract language includes statements that 
would require the Board or the Superintendent to request those duties be performed 
prior to the Financial Consultant undertaking them.  The contract also states that the 
Financial Consultant would assist financial staff “as needed,” but this also implies 
that a District staff or the Board would be required to assert that the assistance was 
needed prior to the activity taking place.  Since the Financial Consultant is paid on 
an hourly basis, unrequested services could have resulted in additional charges for 
services that the District may not have wanted or needed or that could have been 
completed by a District staff member. 
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 Based on interviews with District staff, it appears that the requests and reviews 
carried out by the Financial Consultant also created a confusing supervisory 
structure.  While staff were aware that the Finance Director was officially 
responsible for the Financial Department, some were not certain if the contracted 
Financial Consultant held a position of authority over them and possibly the 
Finance Director.  This type of environment can hinder staff effectives and appears 
to have created a culture of mistrust among staff in the Finance Department. 
 

 According to the former superintendent and the Financial Consultant, all work 
performed by the Financial Consultant was within the requirements of the contract 
because all contract invoices were eventually approved for payment by the 
Superintendent and the Board.  However, by the time the Superintendent and Board 
approved the payment for those services, they may have already been performed by 
the Financial Consultant without a prior request.  The contract with the Financial 
Consultant states that any special projects not specifically included within the 
services to be provided “will be billed separately, with the fees agreed upon in 
advance.”  Based on this contract requirement, any services provided outside of the 
specified contract duties would have been agreed to and approved prior to the work 
being performed and should be billed separately.  Based on statements made by the 
Financial Consultant and District staff, it appears that some of these services were 
neither agreed upon in advance nor had separate billing invoices.  
 

 The Financial Consultant provided for an hourly rate for all services being 
provided, with no limit to the contract amount stated in the contract.  The District 
did provide a budget line item for the service, but such budgetary items can 
sometimes be exceeded.  Also, while the Board approved each individual invoice, a 
regular report was not provided to the Superintendent or the Board that would 
provide them with a cumulative total of contract expenses for the services being 
provided as the year progressed.  Combined with the ability of the Financial 
Consultant to self-direct some activities, the District is at greater financial risk.  In 
addition to ensuring contract terms are followed, having such unknown and variable 
costs for a contractor could be financially damaging to the District if it is not 
monitored and controlled by the Board and District leadership. 
 

Recommendations We recommend the District ensure that contractors are given specific duties and 
guidelines to follow to ensure that contracted services are provided as expected and 
for the price agreed upon.  A specific procedure should be developed or process 
included within the contract to ensure all duties performed by contractors are 
approved in advance and that payment will not be made for those that do not have 
prior authorization.  Further, we recommend that the Superintendent and Board 
members receive a monthly report of total amounts paid for professional service 
contracts, such as financial consultants, that do not have a total specified amount to 
be expended stated within the contract.  This allows the Superintendent and the 
Board to easily remain aware of the ongoing cost of contracted professional 
services.  
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Finding 4:  The 
District allowed 
the Financial 
Consultant 
contract to be in 
effect for a 10 year 
period without any 
formal renewal 
process, review by 
the Board, or 
consideration of 
other options. 

The District Board approved a contract with a Financial Consultant on May 24, 
2004 that was allowed to continue for ten years without additional Board action to 
review the contract terms, renew the contract, or consider other contractors or 
options.  This appears to have been caused by vague language within the contract 
that was interpreted to allow for automatic renewal as long as no action was taken 
by the Board or the Financial Consultant to end the contract.  It was not until a 
complaint was made by a Board member that a new contract was presented and 
approved on February 10, 2014, which specifically limited the contract to 12 
months.     
 
The timing and duration section of the May 24, 2004 Financial Consultant contract 
states, “[t]his agreement will continue for twelve months from the date of 
acceptance or until cancelled by either party.”  Based on statements from the 
Financial Consultant, this statement was interpreted that as long as neither party 
wanted to cancel the contract that it would automatically renew for perpetuity.  
However, throughout the 2004 contract, the scope of work and work products 
specifically reference the 2004-2005 fiscal year.  Since the contract period is not 
specified and no contract renewal clause exists, it could equally be interpreted that 
the contract was only intended to last for a maximum of the 12 month period in FY 
2005.    
 

 Both the former Superintendent and Financial Consultant stated that the Board’s 
approval of payments to the Financial Consultant indicate that Board members 
approved the contract and intended for it to continue for the last 10 years.  
However, not regularly discussing the details of the contract or conducting a formal 
approval process of the contract terms in a public meeting does not appear to be a 
sound practice or provide the highest level of transparency.  Furthermore, by not 
periodically considering other options such as a different vendor or hiring new 
District staff, the Board cannot be assured that the District’s funds are being used 
with the most efficiency and effectiveness.   
 

 District procurement policies exempt all professional service contracts from a 
required bidding process and do not contain any maximum time limit for contracts.  
This could allow for multi-year contracts to be created, but also does not prohibit 
single year contracts.  Regardless, a specific time frame should have been stated 
within the contract to allow for the Board to review the terms of, or the need for, 
the contract.  In addition, the Board should have reevaluated the Financial 
Consultant contract prior to February 2014 to determine whether it was both 
necessary to continue these services and financially advantageous for the District.  
Professional services, such as accounting and financial consulting, can be obtained 
from multiple sources.  If a contract is necessary, a competitive selection process to 
obtain these services allows the District to possibly receive a lower hourly rate and 
better service for the District.     
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Recommendations 
 

We recommend that the District establish within Board policy a requirement that all 
professional service contracts have a maximum duration of one year with the option 
for annual renewals upon approval by the Board.  The policy should specify the 
maximum number of times the contract can be renewed before a new contract, if 
still needed, is sought through a competitive procurement process.  
 

Finding 5:  
Contract terms 
with the Financial 
Consultant were 
unclear, resulting 
in the payment of 
travel time that 
was not specified 
in the contract. 

For 10 years, the District paid the Financial Consultant the contracted hourly rate 
for travel time between her home and the District central office.  While payment for 
mileage is included in the terms of the contract, payment of the contracted hourly 
rate during travel to and from the District is not specifically included.  However, 
due to the vague contract terms that outline the Financial Consultant’s fees, it could 
be interpreted that payment of the hourly rate was allowable.  These unclear terms 
had the effect of increasing the cost of the contract significantly, with the estimated 
cost for time spent traveling accounting for over 30 percent of the total annual 
contract expenses in most years.  Such a significant portion of the contract cost 
should have been clearly specified within the contract terms. 
 

 While mileage reimbursement is specifically allowed in the contract, the District 
paid the Financial Consultant for the hours traveling to and from the District offices 
based on general fee guidelines within the contract that do not specifically address 
this issue.  According to the terms of the contract that was in effect from May 24, 
2004 through February 10, 2014, “fees for this engagement will be based on time 
expended at an hourly rate of $75.00.”  This is a vague statement, as it does not 
specify the type of contractor activities that are eligible for payment.  This 
statement could be interpreted to include hours for traveling to work, as well as any 
other number of activities.  However, a reasonable interpretation of this statement 
would indicate that billable activity was for actual services provided.  Though 
payment for travel hours is not specifically allowed for by the contract, a 
considerable amount was paid by the District for travel. 
 

 Since the Financial Consultant did not identify the actual time spent traveling to 
and from the District within the invoices identifying all charges, an estimate was 
developed to determine an approximate cost.  The invoices do identify the date and 
the mileage of each trip made to the District, with each round trip being 112 miles.  
The estimate is based on the assumed average speed of 60 miles per hour, resulting 
in approximately 1.87 hours of travel time per roundtrip.  Using the $75 per hour 
rate charged by the Financial Consultant, each roundtrip cost the District $140.25.   
 

 Table 4 contains the estimates for each of the last four years that the May 24, 2004 
contract was in effect for the entire year.  It also includes an estimated cost for FY 
2014, which is based on the $75 rate for all trips prior to February 10, 2014, and 
$37.50 for all trips after that date.  This change in the travel rate is due to the 
February 10, 2014 contract specifying that travel time would be billed at half the 
regular hourly rate. 
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                             Table 4: Estimated Cost of Financial Consultant Trips to the District FY 2010 - 2014 

FY Total Paid Trips
Estimated Hourly 

Cost of Trips 
Percentage of 

Total
2010 $38,385.80 85 $11,921.25 31.06% 
2011 $38,708.15 98 $13,744.50 35.51% 
2012 $46,864.15 106 $14,866.50 31.72% 
2013 $38,672.49 87 $12,201.75 31.55% 
2014 $54,204.45 120 $14,521.68 26.79% 

Source: APA based on Financial Consultant invoices provided by the District. 
 

 As seen in Table 4, during FY 2013, the last full year the initial contract language 
was followed, the Financial Consultant billed the District for a total of 87 
roundtrips to the District.  This resulted in an estimated total cost of $12,201.75 for 
time spent driving to and from the District offices.  This accounts for over 31 
percent of the total amount paid to the Financial Consultant for all contract services 
provided in FY 2013, which was $38,672.49.  This trend was similar for other 
years, but was reduced in FY 2104 when the rate charged to the District was 
reduced under the new contract.   
 

 Any potential expense that could increase the cost of a contract so significantly 
should specifically be addressed in the contract terms.  By not clearly defining the 
terms within the contract, it removed a control that the District could have had over 
the cost of the contract.  This problem was corrected when the February 10, 2014 
contract was approved, which included specific reference to the rate paid for travel 
time.  Based on the estimates used in Table 4, this reduced the percentage of the 
contract expenses paid for travel.      
 

 While the newest contract with the Financial Consultant was approved with a 
specified amount, the Financial Consultant has since cancelled the contract with the 
District.  This may appear to render the issue moot, but, as noted in Finding 1, the 
District has a need for financial expertise.  The District may determine that a 
contract is needed, at least in the short term, to assist in financial management.  If 
this is the case, the approach recommended to address travel expenses should be 
considered and specifically included in the contract. 
 

Recommendations We recommend that the District ensure all billable services be specified in 
professional service contracts.  Proper oversight procedures should be developed to 
ensure all services and expenses invoiced by contractors are allowable and comply 
with the contract terms.  
 

 We recommend that the District specifically clarify within the contract terms 
whether a contractor’s hours for travel to the District are billable.  If the 
contractor’s hours for travel are determined to be billable, then the contract should 
specifically identify the applicable hourly travel rate.  Finally, as previously 
recommended in Finding 3, the Superintendent and the Board should be provided a 
monthly reporting of the cost of financial consultant services.   
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Finding 6:  District 
salary schedules 
are unnecessarily 
complex leading to 
less transparency 
and the potential 
for errors or 
abuse. 

The salary schedules adopted by the District include supplemental payments to 
compensate District employees for duties that appear to be unrelated to the 
positions of the employees that are receiving them.  The salary schedules also 
include a separate list of payments for extracurricular duties for certain positions 
that already have an established base salary specific to that position.  In addition, 
the extracurricular salary schedule also includes a line item for payments to three 
District directors.  No clear criteria exists to determine which three of the seven 
Directors will receive the payments for the extra duties being performed.  This 
approach taken by the District in creating salary schedules is unnecessarily 
confusing and complex, which also makes it difficult to determine the total 
compensation of certain employees.  Such complexity in using salary schedules to 
determine an employee’s total compensation reduces the transparency of the use of 
District funds and increases the risk for potential error or abuse. 
 

 Each school district is responsible for determining staff pay and for establishing pay 
scales prior to the beginning of each school year in the form of salary schedules.  
Salary schedules are created by each school district administrator and then 
presented to the respective school district boards for review and approval.  Salary 
schedules typically present the salaries of both certified staff and classified staff 
based on years of experience, and in the case of certified staff, levels or rank of 
education achieved.  The salary schedules may also identify the number of days 
each position is required to work.  Each school district also includes pay scales for 
extracurricular duties undertaken by staff, such as coaching or sponsorship of a 
school club, which provides a designated payment amount based on the activity. 
 

                                     The District has instituted a variety of line items within its approved salary 
schedules that are being used to supplement the pay of certain District employee 
positions that do not appear to coincide with the title of the supplemental pay.  For 
example, assistant principals, which are certified positions, receive payment based 
on the certified teacher salary schedule, but they also receive approximately $6,445 
from a supplemental payment as a certified “administrative assistant.”  There is 
nothing in the salary schedules indicating such a supplement is part of the assistant 
principal salary.  Except for an administrator responsible for approving a 
supplemental salary payment, it would be difficult for anyone to determine such a 
line item was applicable to District assistant principals.  See Exhibit 1 for the FY 
2015 Certified Rank I Salary Schedule and the Certified Administrative Assistant 
Salary Schedule.  
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 The District also has developed a salary schedule that lists the payment amounts for 
each extracurricular activity and duty.  This includes positions that have specific 
duties that go beyond those that are already being provided, such as coaches, club 
sponsors, or department heads.  This list also includes, however, additional 
payments for job positions that already have a specific salary schedule established 
for those positions.  This includes positions such as Principals, the Assistant 
Superintendent, and the Transportation Director.  The FY 2015 salary schedules for 
the Assistant Superintendent, the Transportation Director, Principals, and all 
extracurricular duties can be found at Exhibit 2.     
 

 In many school districts’ salary schedules, it is common that a supplementary 
payment be included for non-classroom certified staff, such as principals or 
assistant superintendents; however, the base salaries of these staff are typically 
based on the same certified staff salary schedules as teachers.    Since these types of 
employees work more contract days per school year than teachers, they are 
provided a pay supplement based on the number of additional days worked beyond 
a typical teacher contract.  In reviewing the salary schedules of the District, it does 
not appear that the  base salaries of the non-classroom certified staff are based on 
the same salary schedules as teachers or that the supplemental payments are based 
on additional contract days being worked.   
 

 The District has also applied the same supplemental payment system for certain 
District classified staff as well.  No additional criteria or duties exist, however, as 
justification warranting supplemental payments made to these District classified 
staff.  Specifically, this includes the Transportation Director position, which already 
has a salary established in a salary schedule for that position.  
 

 In addition, one line item within the extracurricular salary schedule includes 
supplementary payments for three unnamed District directors.  The District 
currently has seven director positions, but the line item for supplementary director 
payment does not specify which of those positions is to receive the payment or 
what criteria should be used in making that determination.  This apparently 
provides the District Superintendent with the discretion to choose which of the 
three directors will receive the supplementary payments.  Such discretion creates 
confusion, reduces transparency in establishing salaries, and is not in keeping with 
providing a clear presentation of Board-approved and publicly available salary 
schedules. 
 

          Reduced transparency has several adverse effects in public agencies.   First, the 
public is unable to fully monitor the actions and processes implemented, which 
impact the use of public funds.  Second, the governing body ultimately responsible 
for the oversight and care of the public funds, such as the Board, is not able to fully 
perform their duties when they are uncertain of how funds are being used by 
administrators.  This results in the third effect, which is an increase in the potential 
for error or abuse in the use of those funds.   
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 While superintendents are statutorily responsible for the hiring and release of 
school district employees, they must follow the salary schedules approved by the 
Boards.  When those salary schedules become too vague or the superintendent has 
excessive discretionary power to apply any line item to any job position, salaries 
could be excessively increased by applying a variety of supplemental payments that 
may be questionable.  
 

 The current District Superintendent, who began working for the District at the 
beginning of the current school year, is aware of the issues with the salary 
schedules and has begun working to update and modify them for the next school 
year. 
 

Recommendations We recommend that the District continue the process to review and revise salary 
schedules in anticipation of the next school year cycle.  Revised salary schedules 
for certified staff should follow a model similar to that commonly used by other 
school districts.  We recommend this be accomplished by applying supplemental 
payments based on the number of days worked beyond a typical teacher contract 
and not using supplemental payments from other unrelated job. 
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