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Finding Reference Number: 2021-001 
  
  Finding Title: Internal control over financial reporting 
  
  Criteria: Generally accepted auditing standards AU-C Section 265 requires the 

communication of significant deficiencies and material weaknesses in the 
year end reporting process. 

  
  Condition: During the normal course of our audit, we identified material 

misstatements that required adjustment to the System’s financial records.   
  
  Effect: Information provided to governing body throughout the year may not be 

presented in accordance with generally accepted accounting principles. 
  
  Cause: The System recognized revenue that did not meet the current financial 

resources measurement focus and modified accrual basis of accounting.  
Revenues are recorded when they are both measurable and available.  
Available means collectible within the current period or soon enough 
thereafter to be used to pay liabilities of the current period.  For this 
purpose, the System considers revenues to be available if they are 
collected within 60 days of the end of the current fiscal period.  Collection 
of the identified material misstatement was evaluated by management 
when a receivable was recorded as outstanding at year end.  Based on 
prior reimbursements, management felt confident that collection would 
happen within 60 days.  An unexpected situation related to the ability to 
request reimbursement (outside the control of management) existed 
which ultimately led to collection being after 60 days.     

  
  Recommendations: Management should continue to evaluate the recognition of revenue 

throughout the 60 day period after year end and make necessary 
adjustments to revenue recognition when necessary.  

  
  Management's Response: 

 

 

The $209,058 in revenue recognized in 2021 was grant reimbursement 
income due to SCLS by the DPI.  The grants were the Delivery LSTA 
grants and the Professional Learning LSTA grant.  Both sets of grant 
funds were approved to use, and were spent by SCLS in 2021.  The 
typical grant process SCLS usually follows with the DPI once grant funds 
are approved for use, is that SCLS spends the funds and applies for 
reimbursement by year-end.  This year, the DPI was in the process of 
launching a new grant portal called WISEgrant.  The portal was supposed 
to be functioning before year-end, but it was not. Therefore SCLS was 
unable to submit fiscal reports requesting reimbursement for the grant 
funds by year-end. In order to record the grant revenue due to SCLS to 
offset the expenditures incurred in 2021, SCLS recorded the grant 
revenue as a receivable due to SCLS in 2021.  Per accounting standards, 
we are allowed to do this as long as the funds are received within 60 days 
of year-end. This requirement was communicated to the DPI. The DPI 
stated that the portal would be open and available to use and therefore 
SCLS' expectation was that we would be able to submit for 
reimbursement within the 60 day timeframe. The launch date of the portal 
has continued to be delayed and therefore SCLS was not able to submit 
for or receive reimbursement in time.  
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Finding Reference Number: 2021-002 
 

  Finding Title: Restatement of Financial Statements 

  Criteria: Management is responsible for establishing and maintaining effective 
internal controls over financial reporting. 

  Condition/context: During the normal course of the audit, we evaluated the relationship of 
the System and a related component unit.  That evaluation led to a 
change in reporting of the related component unit (discretely presented to 
blended). 
 

  Effect: Prior issued financial statements were not presented in accordance with 
accounting principles generally accepted in the United States of America. 

  Cause: A restatement of the prior year financial statements was necessary for 
the proper reporting of a component unit of the System. 
 

  Recommendations: Moving forward, management should report the activity of the component 
unit within their governmental funds in a Special Revenue Fund. 

  Management's Response: 
 

 

In past years, SCLS' former auditing firm had categorized the SCLS 
Foundation as a "discreetly reported component unit" of the South 
Central Library System and had reported it as such in the audited 
financial statements.  SCLS' current auditing firm has re-classified the 
SCLS Foundation as a "blended component unit".  Therefore SCLS' 
holdings of $264,899 in the Foundation must also be re-stated on this 
year's audited financial statements.  This amount is considered material 
and thus is recorded as a material misstatement. 
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