




























































































QUAM, BERGLIN & POST, P.C. 
CERTIFIED PUBLIC ACCOUNTANTS 

110 WEST MAIN - P.O. BOX 426 
ELK POINT, SOUTH DAKOTA 57025 

(605) 356,3374 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON 

AN AUDIT OF FINANCIAL STATEMENTS PERFORMED 
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

School Board 
Henry School District No. 14-2 
Henry, South Dakota 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
governmental activities, the business-type activities, each major fund, and the aggregate remaining 
fund information of the Henry School District No. 14-2, Codington County, South Dakota (School 
District), as of June 30, 2016 and for the year then ended, and the related notes to the financial 
statements, which collectively comprise Henry School District's basic financial statements and 
have issued our report thereon dated March 9, 2018. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Henry School 
District's internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinions on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Henry 
School District's internal control. Accordingly, we do not express an opinion on the effectiveness of 
Henry School District's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a 
deficiency, or combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of Henry School District's financial statements will not be 
prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency, or 
combination of deficiencies, in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of 
this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies and therefore, material weaknesses or significant 
deficiencies may exist that were not identified. Given these limitations, during our audit we did not 
identify any deficiencies in internal control that we consider to be material weaknesses. However, 
material weaknesses may exist that have not been identified. We did identify certain deficiencies 
in internal control, described in the accompanying Schedule of Current Audit Findings that we 
consider to be significant deficiencies. We consider the deficiency described in the accompanying 
Schedule of Current Audit Findings as item 2017-001 to be a significant deficiency. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Henry School District's financial 
statements are free of material misstatement, we performed tests of its compliance with certain 
provisions of laws, regulations and contracts, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion 
on compliance with those provisions was not an objective of our audit and, accordingly, we do not 
express such an opinion. The results of our tests disclosed no instances of noncompliance or 
other matters that are required to be reported under Government Auditing Standards. 

School District's Response to Findings 

Henry School District's response to the findings identified in our audit is described in the 
accompanying Schedule of Current Audit Findings. The School District's response was not 
subjected to the auditing procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on it. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
Henry School District's internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the entity's internal 
control and compliance. Accordingly, this communication is not suitable for any other purpose. As 
required by South Dakota Codified Law 4-11-11, this report is a matter of public record and its 
distribution is not limited. 

Quam, Berglin & Post, P.C. 
Certified Public Accountants 

March 9, 2018 
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HENRY SCHOOL DISTRICT NO. 14-2 
SCHEDULE OF PRIOR AND CURRENT AUDIT FINDINGS 

JUNE 30, 2017 

PRIOR AUDIT FINDINGS: 

Audit Finding Number 2016-001: 
A material weakness was reported for a lack of segregation of duties for revenues. This comment 
results from the size of the district, which precludes staffing at a level sufficient to provide an ideal 
environment for internal control. This finding has not been corrected and is being restated as a 
significant deficiency current audit finding number 2017-001. 

Audit Finding Number 2016-002: 
The amount of fund balance assigned for subsequent year's budget in the Special Educatlon Fund 
was in excess of the fund balance available. This finding has been corrected. 

Audit Finding Number 2016-003: 
School District property disposed of during the year was not first declared surplus. This finding has 
been corrected. 

Audit Finding Number 2016-004: 
The changes from the proposed budget to the final budget were not published wlthin 30 days. This 
finding has been corrected. 

CURRENT AUDIT FINDINGS: 

Internal Control-Related Finding-Significant Deficiency: 

Audit Finding Number 2017-001: 
There is a significant deficiency resulting from lack of segregation of duties for revenues. 

Criteria: 
In order to achieve proper internal control, it is necessary to have segregation of duties provided 
between performance, review and record keeping of the tasks related to the revenues. Lack of this 
segregation of duties could adversely affect the organization's ability to record, process, 
summarize and report financial data consistent with management assertions. 

Condition. Cause and Effect: 
The size of the accounting staff employed by the entity precludes an adequate segregation of 
duties. 

Recommendation: 
We recommend that Henry School District officials be cognizant of this lack of segregation of duties 
and attempt to provide compensating controls whenever, and wherever, practical. 

Corrective Action Plan: 
Gail Thompson, Business Manager for Henry School District No. 14-2, is the contact person 
responsible for the corrective action plan for this comment. The Board of Directors is aware of this 
problem, which is a result of the size of the entity and precludes staffing at a level sufficient to 
provide an ideal environment for internal controls. The Board of Directors has prepared a 
response to this finding, shown on the following page. 
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:J{enry Scli.oo{ (l)istrict 14-2 
PO Box 8 

Henry, SD 57243 
Phlllp Schonebaum, Superintendent 
Gall Thompson, Business Manager 

Jon Redmond, K-12 Principal 
Telephone: (605) 532-5364 Fax (605) 532-3795 

CORRECTIVE PLAN OF ACTION 
JUNE 30, 2017 

Henry School District No. 14-2 has considered the lack of segregation of duties. At this time, it is not 
cost effective for Henry School District to hire the additional staff needed to achieve segregation of 
duties. Alternate procedures have been Implemented by Henry School District to decrease the 
likelihood that financial data is adversely affected. 

The Henry School District's Board will continue to monitor the necessity to have segregation of duties 
and implement such a segregation as budget dollars and board authority allow. 

~~~~ 
Business Manager 
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