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We believe the Content of this manual is obtained from and reviewed by reliable sources and that the information contained
therein is complete, accurate and timely. Nonetheless, the content may contain errors or omissions. WE DO NOT, NOR DO
ANY OF OUR CONTENT PROVIDERS, WARRANT OR GUARANTEE ACCURACY, COMPLETENESS OR
TIMELINESS OF THE INFORMATION CONTAINED IN THIS MANUAL.
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GUIDELINE TO
STUDENT ACTIVITY FUND ACCOUNTING

INTRODUCTION

Extracurricular fund activities are those organized student activities that do not fall within the scope of the regular
district curriculum. The money collected for student activities are to be maintained separate and distinct from
school district funds. The authority to establish an extracurricular fund is found in Section 20-9-504, MCA. This
section directs that "An accounting system for the extracurricular fund recommended by the Superintendent of
Public Instruction must be implemented by the trustees.” Some form of written bookkeeping guidelines for the
extracurricular fund has been in effect since July, 1953.

A review of our extracurricular fund audits indicated a need to update and standardize the bookkeeping systems
presently in use. Private and municipal auditors, in the past, have been consistent in their recommendations for
accounting and internal control procedures. This handbook sets forth recommended guidelines for the record
keeping for extracurricular finances. Section 20-9-504, MCA, places the responsibility for the implementation of
the enclosed recommended bookkeeping system upon the trustees of the school district.

Except for a reconciled monthly financial report, no prescribed forms have been included in the extracurricular
fund guidelines. However, some forms are included in the handbook. All existing forms will be acceptable as
long as they contain the required information as specified in the guide. If your present accounting system does
not provide the required information, then adequate forms should be utilized.

ADMINISTRATIVE POLICY

The board of trustees should develop written policies for the administration of extracurricular activity funds. The
policies developed must conform to the recommendations contained within this guide. Once established, the
written policies should be subject to constant review and expanded where necessary. (See examples of Board
Policy, pages 39 and 40)

In some instances, alternative methods for recording a particular transaction have been provided in these
guidelines. In order to establish consistency in the recording of these transactions, the board of trustees will
include in the written administration policy the method to be used by the fund custodian.

Statutes, Attorney General Opinions and court decisions have been instrumental in formulating policy for
extracurricular funds. These policies must be included in any written administration policies adopted by the
board.

In order to assist the board in the formulation of these policy guidelines, we have included a discussion of several
accounting activities that are common to most extracurricular funds and the criteria that must be considered in the
development of such policy.



PURPOSE OF AN EXTRACURRICULAR FUND

The Board of Trustees is responsible for the establishment and management of student extra-curricular funds.
The purpose of student extra-curricular funds shall be to account for revenues and disbursements of those funds
raised by students through recognized student body organizations and activities. The funds shall be deposited and
expended by check in a bank account maintained by the school district for student extra-curricular funds. The use
of the student extra-curricular funds is limited to the benefit of the students. Students shall be involved in the
decision-making process related to the use of the funds.

The establishment of a student extra-curricular fund and all its subsidiary student organization and activity
accounts and any subsequent changes or transfers are subject to the approval of the Board of Trustees. All
transactions made in the student extra-curricular funds are subject to the approval of the Board of Trustees.

The Board of Trustees authorizes the District Superintendent to designate the fund custodians and to establish the
accounting procedures for all student extra-curricular funds. The accounting procedures must be in compliance
with the guidelines established by the State of Montana, Office of Public Instruction, and Division of Local
Government Services. (Legal reference: 20-9-504, MCA, 1991; 2-7-503(d), MCA, 1991.)

Administrative Rule 10.10.304 Student Extracurricular Activity Funds states: 1) School districts maintaining
student extracurricular activity funds may use a separate checking account or the county treasurer as a depository
for student funds. 2) To allow the Superintendent of Public Instruction to comply with reporting requirements by
the national center for education statistics of the U.S. Department of Education, school districts shall report all the
financial activity relating to student extracurricular activity funds on the annual financial report forms provided by
the superintendent of public instruction (TFS). (History: Secs. 20-9-102, 20-9-201, MCA,; IMP, Secs. 20-9-102,
20-9-201, MCA; NEW, 1990 MAR p. 717, Eff. 4/13/90.)

The audit of the extracurricular fund is conducted in conjunction with the audit of the other funds of the district.
The extracurricular fund is considered to be an expendable trust fund. The financial activity of the expendable
trust fund is included, for reporting purposes, within the general purpose financial statements issued in the audit
report.

The following is a guideline for handling of all extra-curricular monies:

It is the responsibility of the building administrator or sponsor of a group or activity to see that all monies of said
group are collected and deposited with the fund custodian at the business office. Interest earned on investments of
funds from the extra-curricular groups or activities may be distributed on a proration basis to the account of each
group or activity or credited to a general operating account within the fund to be used to offset expenses incurred
in administering the fund. Furthermore, the building principal and sponsor will be knowledgeable of all debts
incurred through the operation of said organization or activity and will be responsible to ensure that incurred debts
are by purchase order and signed by the sponsor and building principal or other form of authorization.

The finance custodian will be responsible for depositing all extra-curricular monies in a bank account, for writing
checks for requested payments of said monies, for keeping accurate records of all deposits and withdrawals, for
disbursing earned interest to accounts (proration basis or operating account) and for publishing monthly
statements as to the status of all extra-curricular accounts. The monthly statement should be included in
the board agenda for review.

The fund custodian shall be responsible to see that accurate records are kept of all approved expenditures, that the
expenditures are also approved by the sponsor and forwarded to the building principal in the form of a purchase
order or requisition for final approval. No building principal or sponsor may obligate monies without student
approval and no student may obligate monies without the building principal or sponsor’ s approval.



ADMINISTRATIVE RESPONSIBILITIES-BOARD OF TRUSTEES

10.

The admission of new clubs or activities to the extracurricular fund must be submitted to and approved by
the board or its designated representative.

The cancellation of extracurricular fund checks will require prior approval from the board or it’s
designate. Outstanding checks can be canceled after one year of date of issue.

Non-sufficient fund checks cannot be written off without first obtaining approval of the board or it’s
designate.

Inactive fund accounts should be reviewed by the board or it’s designate each June, and those determined
to be discontinued should have any remaining balance transferred to a related account.

Fund accounts should not be permitted to become overdrawn, in that the overdraft becomes a liability to
other funds and to future classes. Whenever a fund account becomes nearly depleted, remedial action
should be ordered immediately by the board or it’s designate.

The board or its designate should direct the individual clubs to maintain separate financial records and see
that each club's fund balance is in agreement with the general control records maintained by the fund
custodian. This would provide better internal control of the fund accounting operation.

The board should review the adequacy of insurance policies regarding burglary coverage, messenger and
forcible seizure coverage and verify that the coverage includes extracurricular fund moneys.

The board should review existing official bond coverage to verify that the extracurricular fund is
included. The original applications for official bonds must include the handling of these activity funds.
Otherwise, coverage may not be extended by the bonding company.

Each May the board or its designate should direct the senior class to dispose of any money remaining in
the senior class fund account. Such disposition should be accomplished by one of two methods:

A. The senior class could designate the balance remaining in the fund for a specific purpose and
authorize the expenditure immediately.

B. The senior class could authorize the balance remaining in the fund to be transferred to a
designated fund account.

C. Student activity funds are intended to finance programs within the school and must be
expended in a manner to benefit the student body as a whole. No personal gain is to come
from student activity funds.

DESIGNATING PRIOR YEAR SENIOR CLASS FUND BALANCE: There is no actual law or rule
stating how this money can be used or expended. However, because of Section 20-9-504, MCA, which
allows school districts the right to establish an extra-curricular fund, it is reasonable to assume Trustees
would have some control on how the money is designated. Each school board should address
this issue and set the parameters for expending or using this money.

The practice of making direct or lump sum payments to the extracurricular fund from the school district
funds should be restricted. Such transfers weaken internal control. A direct payment will be permitted to
reimburse the student activity fund if the claim against the general fund is properly authorized, completely
documented and easily traced into the extracurricular fund records. The preferred method for the district
to subsidize the extracurricular fund is to pay extracurricular expenses directly from the general fund.



11.

12.

The board should develop a policy in regard to the handling of cash overages and shortages that may
occur through ticket sales and concessions at athletic events, dances, or from the sale of subscriptions and
other fund raising activities. Corrective action should be taken whenever large discrepancies occur.

Extracurricular Payroll: It is our recommendation that all payroll costs be handled through the general
funds. Most schools incur some payroll costs for the extra-curricular programs. Payroll costs would be a
logical expense because districts are set up for payroll and payroll deductions. Districts may
reimbursement the general fund for these costs.

As an option, Districts may establish a Student Extracurricular Fund (84) in the districts computer system.
Instead of issuing district warrants, student’s activity fund checks are issued by the business office or at
each school building for later input to the districts computer system. During the month, the student
activity fund payroll is charged against Fund 84 like any other fund. At the end of the month, a check is
drawn on the student activity fund and deposited to the Payroll Fund to cover the student activity fund
payroll for the month. This method allows the district to prepare 1099's and W2's easily, including
payments from both district and student activity funds.

If a referee makes over $600.00 per calendar year they are to receive a 1099, regardless of their
association with a pool.

Note: Referees who do not belong to a Pool should be paid through payroll.

FUNDS NOT DEPOSITED IN EXTRA-CURRICULAR ACCOUNTS

1.

Since an extracurricular fund is established for student functions, all receipts should be related to
organized student activities or student assessments. The following should not be deposited into the
student extracurricular accounts.

A. Faculty flower funds. Keep such moneys in a separate bank account.
B. Faculty coffee funds. Keep such moneys in separate bank account.
C. Faculty lounge receipts that are for faculty use only. Keep in a separate

bank account.

D. Booster club and Parent-Teacher Org. funds. Keep such moneys in a
separate bank account.

E. Rentals of school district facilities and equipment. These receipts should be deposited
directly to the district in compliance with Section 20-9-509, MCA, 1991 and 20-6-606.

F. Book fines and lost school equipment.
G. Driver Education Class Fees.
H. Petty Cash

I Sale of district supplies or equipment

J. Lunch monies
K. Reimbursements from insurance companies (vehicle glass repairs, district owned housing,
etc.)



FEES AND CHARGES

A number of school district extracurricular funds continue to have fees or charges for various courses or activities.
Each individual fee or charge must be analyzed to determine:

1. The legality of the fee or charge when applied to the Montana Supreme Court case of Granger, Et al vs.
Cascade County School District Number 1. Attorney General's Opinion Number 52, Volume 34, was
issued to further clarify the Montana Supreme Court decision. This opinion states that:

"A school district may not levy fees or charges for a course or activity for which credit may
be applied towards graduation.”

However, if such collections are for fees or project supplies not required for graduation, then reasonable
charges may be imposed. Therefore, the nature of these fees or charges must be determined and collected
in accordance with the provision of the Attorney General's Opinion.

2. If such fees or charges originated from district sources, then these collections must be deposited to the
proper district fund.

INVESTMENTS

As stated previously, extracurricular funds are accumulated by students' assessments and activities and should be
used for the specific purpose or purposes for which the charge was made. Except in rare instances, therefore,
surplus moneys should not be allowed to accumulate.

However, there is no reason why a fund account, being accumulated for a specific purpose, could not be invested
until the money is needed. Interest earned on such an investment may be either credited to a general operating
account within the fund to be used to offset expenses incurred in administering the fund OR distributed to the
fund from which the money was withdrawn for investment. 20-9-504 MCA

Such distribution may be accomplished in several ways, so long as reasonable equity is achieved. For

simplification, such distribution may be based on the cash balance in each contributing fund at the time the
interest is received.

INVENTORY/FIXED ASSETS

Items purchased by a particular program or group must be maintained in separate categories, specific to the
program or group who purchased the item, within the building inventory and fixed asset records. If the item
meets the capitalization amount, set by the District for Fixed Assets, the item is not included on the District’s
Fixed Asset Inventory. Example: popcorn machine for concessions--item was purchased through proceeds from
concessions. Should be listed under the Building Inventory, Sub-section “Concessions”. All other pertinent
information for tracking that particular item should be noted on the inventory.

If the Booster Club, or other organization outside the school system, purchases a piece of equipment for the
students and donates it to the school, then this item becomes school district property and falls under the district’s
Inventory/Fixed Asset Policy. If the item meets the capitalization amount, the item should be listed on the
district’s Fixed Asset Inventory.

It is very important that the Inventory of Extra-Curricular Activity Accounts be maintained.



STOCK IN TRADE

Stores for resale may include supplies such as pop, candy, gum, food supplies, books, pencils, pens, special tools,
etc. To strengthen inventory controls of these supplies, the board should place the responsibility for maintaining
accurate supply records to specific individuals. A sample of fixing inventory responsibilities follows:

1. Each fund account sponsor and president and/or treasurer handling the sale of candy, pop and school
supplies should maintain a running account of supplies at all times.

2. Each fund account sponsor is responsible for conducting the inventory and forwarding copies of the
inventory records to the fund custodian.

3. The fund custodian should retain the copies of inventory records.

ACCOUNTABILITY FOR ADMISSION CHARGES

The board must initiate and enforce a policy that will provide accountability for student activities in which
admission is charged. The following criteria should be included to effect accountability of these admission
collections:

1. Pre-numbered colored strip tickets should be purchased and included in the stationery control.
2. Ticket numbers should be charged out to the sellers responsible for admission collections.
3. Each seller will be required to turn in a report containing the following information:
A. Number of tickets sold for each price class. Each series of colored tickets should

represent a price class and be sold only for that price.
B. Amount of money collected for each class of ticket sold.

C. The number of tickets sold must reconcile with the money collected. Unused tickets are
to be turned back in and accounted for.

D. Signature of official approving report.

4, Tickets should not be torn off at the end of the event!!

10



STUDENT /ADULT/ FAMILY ACTIVITY PASSES

Many schools sell activity passes to students, adults and families. This allows the individuals to attend many of
the functions at school at a reduced cost. The board must develop a policy for the handling of activity pass sales.
Approval should be made by the board by a formal minute entry every year to determine price and policies
concerning these activity passes, and any adjustments to the original approval must be presented and approved by
the board.

1. Ticket Accountability and Allocation of Collection

A Pre-numbered Activity passes must be acquired through the activities director’s office,
school business office or financial office at each school.

B. Pre-numbered Activity passes must be accounted for through the financial stationery control.
C. The selling and issuing of activity passes should be a responsibility of the fund custodian.
RAFFLES

23-5-158 Minors not to participate — exception

A person under 18 years of age may sell or buy tickets for or receive prizes from a raffle conducted in compliance
with 23-5-413 if proceeds from the raffle are used to support charitable activities, scholarships or educational
grants, or community service projects.

23-5-413 Raffle prizes-investigations-rulemaking

This department (Justice) may adopt rules to require recordkeeping for receipts and payouts under this part to
establish procedures to ensure the fair selection of winners.

The proceeds from the sale of tickets for a raffle conducted by a nonprofit organization, college, university or
school district may be used only for charitable purposes or to pay for prizes and may not be used for the
administrative costs of conducting the raffle.

The sale of raffle tickets authorized by this part is restricted to events and participants within the geographic
confines of the state.

The sale of raffle tickets may not be conducted over the internet. All raffle announcements or advertisements

conducted over the internet must include this sale restriction, the name of the organization offering the raffle, and
all raffle terms.

11



23.16.2602 RAFFLE GENERAL REQUIREMENTS AUTHORIZED RANDOM SELECTION

PROCESSES, AND RECORD KEEPING REQUIREMENTS.

)

)

©)

(4)

The following random selection processes are authorized for use in determining a winner of
a raffle as defined in 23-5-112, MCA:

(a)

(b)

A drawing from a drum or other receptacle containing raffle ticket stubs or other
suitable indicators of the ticket purchaser’s identity that have been thoroughly
mixed before the drawing; and

Selection by any other process if:
(1 The process is reasonable assured of being random and is not connected
to an event that has its own intrinsic significance (e.g., a sports event,

game of chance, contest); and

(i) The indicator of the raffle ticket purchaser’s identity reasonable assures
the random selection of a winner.

Any raffle conducted by a nonprofit organization, college, university, public school district
as provided in 20-6-101 and 20-6-701, MCA, or non public school as described in 20-5-
102,(2)(e), MCA, must be publicly identified as a charitable raffle.

For each raffle conducted, the entity conducting the raffle shall maintain for a period of 12
months from the date of the raffle drawing, and provide to the department upon request:

(a)
(b)
(©)
(d)

(€)
()

(9)
(h)

A record of the total proceeds collected;
A detailed description of the prize(s) awarded,;
A description of the selection process used to determine the winner(s);

A record reflecting the source of the prize(s), including any money paid to
purchases prizes;

A record of any administrative costs paid with raffle proceeds;

A description of how the raffle was publically identified as a charitable raffle,
where applicable;

The name and address of the person(s) awarded raffle prize(s); and

A detailed record of the distribution of the charitable raffle proceeds, where
applicable.

All raffle terms, including the date of the raffle drawing, must be available to the public prior
to the sale of any raffle tickets.

12



STUDENT TRAVEL AND ADVANCE PAYMENTS

Criteria used in determining the financial accountability desired will be based on the following:

1. Travel authorization
2. Funding procedures in use
3. Final accountability

TRAVEL AUTHORIZATION

1.

A request for travel authorization and funding must be prepared well in advance of the time the funds

are needed.

A This request should be submitted by the teacher, coach, faculty advisor or other person
responsible for the activity trip.

B. This request must be approved by the school principal and/or school superintendent in
accordance with policy established by the board.

C. The approved travel authorizations are to be submitted to the fund custodian to ascertain
that sufficient funds are available and to prepare necessary financial arrangements.

D. Approved travel authorization forms are to remain in a "pending" file until final
accountability has been completed.

E. Travel authorization forms are to contain at least the following information:

* Date of request.

* Date funds needed.

* Destination and purpose of trip.

* Estimated departure and return times.

* Number of persons making trip.

* Estimate of cash required.

* Estimate of other expenses.

* Signature of person requesting authorization.
* Signature approval of principal, superintendent or designee.
* Check number and date of payment.

* Credit card or checkbooks issued.

* Signature of fund custodian.

13



PAYMENT OPTIONS FOR STUDENT TRAVEL

1.

CREDIT CARDS - In order to avoid carrying large amounts of cash, some school districts have obtained
credit cards to cover the costs of student travel. Food, lodging and transportation expenses can usually be
purchased by use of these cards. Although they are not always accepted, advance arrangements would
insure their use. In schools using or planning the use of credit cards, the following minimum internal
control requirements must be maintained.

A

A list of the individuals authorized to sign. Their signature must be supplied to the credit
card company with a copy maintained by the district.

All credit cards must be held in safekeeping by the school principal, superintendent or
other designee of the board.

Credit cards will be assigned to authorize individuals for specific trips only and must be
immediately returned to safekeeping.

Memoranda records of credit card numbers and assignments should be maintained.

Persons assigned credit cards must retain and submit copies of all invoices substantiating
purchases made.

Credit card billings may be paid from the general fund by warrant or by check from the
appropriate account of the extracurricular fund.

P-CARDS — PROCUMENT CARDS — These cards are just like credit cards except the district has the
authority to limit purchases and charge limits on-line. These cards are so user specific that, you as a
district, have the authority to have a card limited to just purchasing fuel, and the card will not let you
purchase anything but fuel. Changes made on-line are usually done within the hour but for changes that
need to be made on the spot you can call the toll free number to change account balances immediately

A

B.

Must adopt Board Policy — MTSBA policy 7400

School District Board of Trustees must pass a board resolution
authorizing issuance of individual procurement cards

Must complete application process thru MASBO’S Office

District must adopt procedures — P-Card Procedures, use agreement forms, check
out sheet, authorization form, cardholder spreadsheet

May have statement mailed to you or go on-line and print off statements
May pay by check or ACH from appropriate fund

All procurement cards must be held in safekeeping by the school principal,
superintendent or other designee of the board

Procurement cards will be assigned to authorize individuals for specific trips only
and must be immediately returned to safekeeping

Memoranda records of credit card numbers and assignments should be maintained

14



J. Persons assigned procurement cards must retain and submit copies of all invoices
substantiating purchases made

K. To obtain P-Cards you have two options; Follow procedures thru MASBO office or
thru your local bank

OPEN ACCOUNT - When possible, some schools prefer to call ahead and make arrangements for the
food and lodging costs to be billed directly to the school on an open account basis. An authorized
purchase order should be given to the vendor.

When travel costs are incurred on an open account basis, duplicate copies of all charges incurred must be
attached to a copy of the purchase order, retained and verified by the person responsible for the activity
trip.

PER DIEM - Some schools prefer to pay each student and/or adult a specified cash amount to cover costs
of food on trips. This procedure has both merits and shortcomings. However, if the procedure is used,
the following type of accountability would be required:

A. A listing of all students and adults making the trip should be prepared in advance.

B. A check for the funds required should be drawn and cashed from the appropriate account
of the extracurricular fund.

C. Each person when receiving a per diem payment is required to make a signature
acknowledgment next to his name on the advance listing.

D. If persons listed are unable to attend the trip, the unexpended cash should be immediately
refunded to the fund custodian and receipted back into the proper fund account.

CASH ADVANCES - Some schools, after estimating travel costs for a trip, issue a check in the amount
needed to the person responsible for the trip. This check is then cashed and the proceeds used to pay for
costs when traveling. Cost involving many students for extended periods of time necessitates carrying
large amounts of cash, which may not be desirable. Schools using this procedure should use the
following guidelines: Note: This is the least desirable method for handling travel costs.

A. Checks issued for cash advances, should not be cashed from un-deposited funds at the school.

B. Large amounts of cash should be adequately safeguarded. (Travelers checks, money orders, bank
cashier checks, etc.)

C. Receipts must be obtained for all expenditures made.
D. Travel advance moneys, less the expenditures verified by receipts and documentary evidence,

must be immediately returned and deposited with the fund custodian who will issue a receipt for
these unexpended funds

15



FINAL ACCOUNTABILITY

Schools may elect to use one or a combination of several of the preceding methods to pay for student travel costs.
Regardless of the methods in use, a statement of final accountability must be submitted by the authorized trip
sponsor promptly after the completion of the trip.

This statement of final accountability will be the basis for removing travel authorization requests from the
pending file of the fund custodian. Final accountability statements must include the following.

A. Date of final accountability.

B. Notation of advance funds received (amount, date and check number).

C. Complete listing of itemized expenditures paid, together with documentary evidence of payment.
D. Totals of cash or checks expended.

E. Notation and totals of credit card or open account expenses.

F. If advances received exceed documented expenditures, the amount returned to the fund custodian

must be shown and verified by fund custodian receipt number.

G. If expenses incurred exceed travel advances received, a request for additional reimbursement
should be shown and verified by fund custodian check number.

H. Signature acknowledgment of fund custodian indicating that acceptable final accountability has
been attained.

CONTROL OVER FINANCIAL STATIONERY

Stationery control of pre-numbered forms must be maintained by someone designated by the board of trustees.
The individual so designated must not be involved in any other accounting function of the extracurricular fund.
The following pre-numbered forms must be entered in the stationery control when received from the printer:

1. Fund custodian receipts.

2. Subsidiary receipts issued by other than fund custodian.
3. Activity tickets.

4. Gate admission tickets.

5. Checks.

6. Any other pre-numbered form.

Pre-numbered forms will be issued to the fund custodian, instructors or sponsors by the person designated to
control stationery. The stationery control will contain the numerical sequence of receipts issued to the individual.
All prior stationery issued must be numerically accounted for before additional stationery can be issued.

The individual receiving stationery supplies must be required to sign or initial a withdrawal slip in order to verify
the issuance of the supplies.

16



CHANGE FUND

A change fund may be necessary for making change at athletic events, concessions and other student activities.
The amount of change needed should be determined by the board of trustees or it’s designate at the start of the
school year. The change fund may be established by:

1.

The preferred method of establishing a change fund would be to issue a check against the bank control
account, thereby reducing the cash in the bank account and increasing the cash on hand account.

A. This cash will be retained throughout the year and would then be redeposited separately at the end
of the school year.

B. This change fund will not be needed for reconcilement to the bank statement, but must be
considered in reconciling the total cash (Total cash = checking, investment and cash on hand) to
the total of all individual fund account balances.

The practice of issuing receipts for the redeposit of change funds should be avoided. This overstates
"revenue”. Change funds do not affect revenues or expenditures. Change funds only affect whether the
money is in the bank or cash on hand.

BOOKKEEPING SYSTEMS AND PROCEDURES 20-9-504, MCA

1.

The trustees of a district may establish an extracurricular fund for the purposes of receiving and
expending money collected for pupil extracurricular functions. All extracurricular money of a pupil
organization of the school must be deposited and expended by check from a bank account maintained for
the extracurricular fund.

An accounting system for the extracurricular fund recommended by the superintendent of public
instruction must be implemented by the trustees. The accounting system must provide for:

A. The internal control of the cash receipts and expenditures of the money; and
B. A general account that can be reconciled with the bank account for the extracurricular
fund and reconciled with the detailed accounts within the extracurricular fund maintained

for each student function.

The trustees may invest any excess money in the extracurricular fund in accordance with the provision of
20-9-213(4). Interest earned as a result of the  investments may either be:

A. Credited to a general operating account within the fund to be used to offset expenses
incurred in administering the fund; or

B. Distributed to the fund from which the money was withdrawn for investment.
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RECEIPTING PROCEDURES AND REQUIREMENTS

Fund custodian receipts and subsidiary receipts must be issued immediately upon each collection. Checks should
be endorsed with the "for deposit only"” stamp immediately upon receipt.

1.

Receipting by fund custodian.

A.

B.

The pre-numbered receipts must consist of the original and one copy.
Fund custodian receipts must contain the following information:

Date of receipt issued.

Payer (sponsor or student paying money to fund custodian.)
Amount received by fund custodian.

Purpose or source of collection.

Designated fund or funds to which the cash is to be deposited.

A % ok ok *

The most active fund accounts may be preprinted on the receipts so that the fund custodian could
merely check that fund or the funds to which the collection will be deposited.

* Fund custodian's signature.
* Duplicate copy of receipts retained by fund custodian in numerical order and used as
source document for posting to the register.

Receipting subsidiary/money received by someone other than fund custodian

A

Each collector must be issued pre-numbered subsidiary receipts and be held responsible for these
receipts through the stationery control procedures as established.

Subsidiary receipts should contain the same basic information as receipts above.

These collections must be deposited promptly (set a policy, such as weekly deposits) with the
fund custodian.

With each deposit of subsidiary collections to the fund custodian, a report form (design your own
or ask another clerk) must accompany such deposit containing the following information:

* Inclusive subsidiary receipt number included in the deposit.
* Total money collected.
* Signature of person depositing cash.

The fund custodian, upon receipt of these subsidiary collections, will issue a pre-numbered
receipt showing the following information:

* Subsidiary receipts numbers involved.
Amount collected.
* Person who turned in the collection.

The fund custodian's fund amount must balance with the total money collected shown on the form accompanying

the deposit.
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DEPOSITING OF RECEIPTS

Fund custodian collections must be deposited regularly (set a policy) to the extracurricular fund bank account.
The frequency of such deposits will be dependent upon the following conditions:

1.

2.

The enforcement of security provisions and the adequacy of safe keeping at the school.
The amount held between deposits must not exceed the maximum coverage of burglary insurance.

However, on the closing day of each month, with the exception of the change fund, all cash remaining on
hand should be deposited. (Change fund cash will usually remain on hand until the end of the school

year.)

Deposit slips must show the receipt numbers that, when totaled, correlate with the deposited amount.
This will assure that receipts are deposited intact.

CASHING OF PERSONAL, EXTRACURRICULAR CHECKS & SCHOOL

WARRANTS

The cashing of personal, extracurricular fund checks or school district warrants from un-deposited cash on hand is
absolutely prohibited. Such a practice greatly reduces and weakens internal control.

ENTERING RECEIPT DOCUMENTS TO REGISTER

1.

The entering of receipt documents to the register may be performed by one of two methods:

A. Each receipt number is entered individually to the register in numerical sequence. The amount of
each receipt document is entered to the receipt column of the individual fund account and to the
receipt column of the cash control account.

B. In schools where the fund custodian issues a large volume of receipts, the receipt documents may
be "batched" for entry to the register. However, each "batch” must coincide with a receipt entry
to the cash control column and be deposited intact. The amounts of each "batch" will also be
entered to the appropriate columns of the individual fund accounts.

A summary must be prepared and attached to the receipt documents showing the receipt numbers
included, a breakdown of individual fund accounts and the amount for each fund.

Voided receipt documents should be listed, marked as "voided" in the register and all copies retained for
audit.

Receipt documents must be entered to the register on a timely basis, at least monthly.

Canceled or voided checks, which have been previously recorded in the register, should be reflected by an
adjusting entry of the fund custodian. The check number and reason for cancellation or voiding should be
noted. The adjustment should be entered to the individual account or accounts that the check was
originally drawn against and to the bank control account. The canceled or voided checks will then be
deleted from the listing of outstanding checks.

Non-sufficient funds checks will be held as cash items for reconciling purposed until accepted by the
bank, replaced or written off.
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6. All receipt columns of the register must be totaled monthly. Totals of individual fund account receipts are
to be entered to the appropriate receipt column of the monthly report to the board of trustees.

7. When entering receipts, expenditures, or transfer documents to the registers, it must be remembered that

the total of the individual fund account balances must equal the combined balances of the cash control
and bank control at all times during the month.

ENTERING OF DEPOSITS TO REGISTER

Receipts deposited to the extracurricular fund bank account should be entered to the register by recording:

1. The date of the deposit.
2. The inclusive numbers of receipts being deposited.
3. The amount of money deposited should be recorded as an entry increasing the bank control account and

decreasing the cash control account.

INTRA-FUND TRANSFERS

Transfers of money from one student fund account to another is allowed only when such transfer is justifiable and
supported by proper authorization.

All transfers made must be recorded on a transfer request form. Transfer request forms may be printed and
available in the schools if desired. A suggested type of transfer request form is shown below.

Transfer forms should contain provisions for the following:

1. Name of school, date and space for transfer number.

2. Reason for transfer.

3. Amount of funds to be transferred.

4. Name of fund accounts affected.

5. Approval of fund account sponsor, president or treasurer.

6. Approval by the designee of the board. (Normally, the school principal or superintendent.)
7. Posting verification and reference by the fund custodian.

Transfer request forms may consist of only an original. However, larger schools may require duplicate copies to
be retained by the fund account sponsors involved.

Approved transfer requests should be submitted to the fund custodian who will then assign a number to the
transfer request.

Upon entering the transfer document to the register, the fund custodian should retain and file the original transfer
requests in numerical order.
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ENTERING OF TRANSFER DOCUMENTS TO REGISTER

Approved transfers between individual fund accounts will be reflected in the register by the fund custodian as

follows:
1.
2.
3.

4,

NON-

Enter date of transfer.
Enter brief description of reason for transfer.
Enter transfer number.

Make appropriate entries to increase and decrease the amounts of the individual fund accounts involved.

SUFFICIENT FUNDS CHECKS (BAD CHECKYS)

The board should (strongly recommended) have a policy with dealing with N.S.F.checks, each district can make
this policy as specific as needed by the district. Sample: If the district receives a N.S.F. check, the individual
responsible for writing the check will no longer be able to write checks to the school district for 2 years. Sample
Policy attached.

1.

Checks which have been deposited by the fund custodian and are later returned by the bank as being
N.S.F. are to be carried as cash items on hand.

If an N.S.F. check is returned the fund custodian should notify the author of the check and attempt to
make collection.

Require check to be paid in cash and the cash re-deposited, because if the check is denied twice the only
remedy is to go to collection.

If cash or other replacements are made for the N.S.F. check, the proceeds should again be redeposited on
a separate deposit slip.

If N.S.F. checks are being held as cash items at the end of the month, consideration must be given to
include this amount when reconciling the cash on hand.

If N.S.F. checks are determined to be uncollectible by the fund custodian, the fund custodian should seek
collection assistance from the county attorney. If all collection attempts fail, the fund custodian should
then submit a memo to the board of trustees requesting authorization for cancellation. Such a memo
should include:

Date of check.

Author of check.

Amount of check.

Purpose of check.

Fund account check was receipted into.
Cancellation authorization by the board.

% % % % %

If the board authorizes cancellation of an N.S.F. check, entries should be made in the bookkeeping
register to reduce the cash control receipt balance and the receipt balance of the individual fund accounts
involved.

Records of cancellation authorization must be maintained by the fund custodian.
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SAMPLE N.S.F. POLICY

FINCANCIAL MANAGEMENT 7210
Revenues

The district will seek and utilize all available sources of revenue for financing its educational programs, including
revenues from non-tax, local, state, and federal sources. The District will properly credit all revenues received to
appropriate funds and accounts as specified by federal and state statutes and accounting and reporting regulations
for Montana school districts.

The District will collect and deposit all direct receipts of revenues as necessary but at least once monthly. The
District will make an effort to collect all revenues due from all sources, including but not limited to, rental fees,
bus fees, fines, tuition fees, other fees and changes.

Schools will make every attempt to collect on returned checks and will charge a fee of $25.00
per check. After 30 days all uncollected checks will be turned over to the Credit Service.

Schools will no longer accept checks from individuals who have issued bad checks. These
patrons will be placed on a cash only basis for a term not to exceed two years.
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DISBURSING PROCEDURES AND REQUIREMENTS

All extracurricular fund disbursements must initiate with and be authorized by representatives of the fund account
to which the disbursement will be charged. Since the volume of activity fund accounts varies greatly between
school districts, alternate methods for documenting purchase authorizations have been developed. Method "A"
has been tailored for the smaller districts, while Method "B" may be required in the larger districts where stricter
internal control will be necessary and feasible. The board of trustees must include in the extracurricular policy
guidelines the method which the district intends to adopt.

Method "A":

Smaller districts may initiate each purchase with a single copy (disbursement authorization) containing the
following information:

1. Name of vendor and payee.
2. Date or order.
3. Fund account or accounts to be charged.
4, Detailed description of items or services purchased.
5. Signatures required.

A. Fund account sponsor approval.

B. Fund account president or treasurer approval.

C. Fund custodian verification that funds are available.

* Required in order to lessen the possibility that the purchase will result in a cash

overdraft condition.
6. Verification of receipt of goods or services (receiving reports or packing slips.)

Following payment, the fund custodian should indicate the check number and date of payment on the
disbursement authorization and file it with the invoice attached.

Method "B":

Larger districts may utilize a combination of requisition/purchase order consisting of an original and two copies.
These requisition/purchase orders contain the following information:

1. Name of vendor and payee.

2. Date ordered.

3. Fund account or accounts to be charged.

4. Detailed description of items or services purchased.
5. Signatures required.
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A Fund account sponsor approval.

B. Fund account president or treasurer approval.
C. Fund custodian verification that funds are available.
* Required in order to lessen the possibility that the purchase will result in a cash overdraft
condition.
6. Upon receipt of the merchandise or services purchased, the lower portion of the

requisition/purchase order should be completed as follows:

A. Date received.
B. Verification of receipts of goods and service.
7. The distribution of the three-part requisition/purchase order is as follows:

A Original copy to vendor.
B. Duplicate copy to fund custodian.
C. Triplicate copy to fund account treasurer.

Following payment, the fund custodian should indicate the check number and date of payments on the
requisition/purchase order and file it with the invoice attached.

DISBURSING
1. Preparing invoice for payment.
A. All invoices must be matched up and attached to the disbursement authorization or the

requisition/purchase order.

B. Verification of receipt of goods must be obtained.

C. All invoices must be checked for arithmetic accuracy by the fund custodian before payment is
made.

2. Preparation and issuance of checks.

A. All checks should contain the following information:

* Name of account.

* School district name and student extracurricular account number.

* Checks must be pre-numbered.

* Date of issue.

* Payee-Checks made payable to the vendor whose name appears on the invoice and disbursement
authorization or requisition/purchase order.

* Amount of check.

* The check or check stub should indicate the fund account or accounts to which disbursement is to
be charged.

* Dual signature required: Fund custodian, superintendent, principal, board chair, or

secretary/clerk.
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B. Check number and date of check should be entered on the lower portion of the disbursement
authorization or requisition/purchase order copy retained by the fund custodian.

C. No checks should be made payable to cash or to those people who are in charge of the fund
accounts.
D. No checks should be issued from one fund account to another fund account. Such transactions

should be handled as intra-fund transfers.

ENTERING OF DISBURSING DOCUMENTS

1.

All disbursements should be made by check. No disbursements should be made from available cash on
hand.

All checks issued must be entered to the register individually and in numerical sequence. The amount of
each check should be entered to the disbursement column of the individual fund account and the
disbursement column of the bank control account.

All voided checks must be accounted for and available for audit.
Checks must be entered to the register on a timely basis.

All disbursement columns of the register must be totaled monthly. Totals of individual fund account
disbursements should be entered to the appropriate disbursement columns of the monthly report to the
board of trustees.

When entering disbursements, receipts, or transfers to the registers, it must be remembered that the total
of all individual fund account balances must equal the combined balance of the cash control and bank
control balances at all times during the month.

Bank service charges, check printing costs and bank overdraft charges must be entered as disbursements
in the register by means of adjusting entries. The fund account charged for the costs should be pre-
determined and designated by the fund administrator. Appropriate adjusting entries must be made to
reduce the

bank control account and the designated individual fund account.

FILING OF BOOKKEEPING RECORDS

1.

Invoices and disbursement authorizations or requisition/purchase orders should be attached together and
filed by one of the following methods:

A. An individual file folder may be made for each fund account with the folder containing all
disbursement documentation for that fund for the fiscal year in chronological order.

B. All disbursement documentation should bear reference to the check number and may be filed in
the numerical order of the checks issued.

C. A file folder may be made for each vendor with the folder containing all disbursement
documentation for that fund for the fiscal year in chronological order.
Intra-fund transfers should be filed in numerical order by fiscal year.

Receipts should be filed in numerical order by fiscal year.
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4. Monthly reports to the board should be filed by month, by fiscal year.

5. All other documentation should be filed together by fiscal year.

MONTHLY RECONCILIATIONS OF EXTRACURRICULAR

FUND ACCOUNTS

1. Each month all receipt and disbursement columns of the register must be totaled.

2. Each control account balance and individual fund account balance must be verified in the following

manner:

A.

B.

C.

D.

E.

Beginning balance.

Add: Receipts for month.

Less: Disbursements for month.
Transfers.

Ending balance.

3. The total of all individual fund accounts must be in balance with the combined total of the cash control
and bank control accounts.

4. Any remaining balance shown in the cash control account at the end of each month must be reconciled
and identified as to the source. (i.e., change fund, un-deposited receipts, N.S.F. checks, etc.)

5. The balance shown in the bank control account must be reconciled to the bank statements received from
the depository bank each month. Evidence of this reconciliation must be available for inspection.

6. The reconciliation of bank accounts is to be made as follows:
A. Balance per bank statement.
B. Add: Deposits in transit (deposited by fund custodian but not yet received by the bank.)
C. Less: Outstanding checks (checks entered to the register but not yet cashed by bank.)
D. Less: Monthly bank charges or costs, if any, not yet entered to register.
E. Resulting reconciled bank statement must equal register bank control account.
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MONTHLY REPORT TO THE BOARD OF TRUSTEES

Each month-end the fund custodian will have the responsibility of reconciling all individual fund account
balances to the total of the control account balances. Reports of this reconciliation and fund activity must be
presented to the board of trustees for their review with the following information:

1. Statement of receipts, disbursements and fund balance.
A. Fund account.
B. Beginning monthly balance of each fund account.
C. Receipts of each fund account.
D. Disbursements of each fund account.
E. Transfers of each fund account.
F. Ending monthly balance of each fund account.
G. Initials of fund account sponsor and president and/or treasurer acknowledging that fund account

receipts, disbursement, transfers and balances are correct.

H. Signed by the fund custodian and approved by the board chairman.
2. Monthly bank and fund reconciliation

A. Name of bank and amount shown on the bank statement.

B. Investments, if applicable. (Type of investment, certificate of deposit numbers, passbook savings

numbers, etc.)

C. Deposits in transit.

D. Outstanding checks.

E. Bank service charges not entered in register.

F. Reconciled bank balance

G. Cash on hand.

H. Total fund reconciliation.
3. Transfers

A. Transfer number.

B. Account transferred from.

C. Account transferred to.

D. Amount of transfer.

E. Authorization of transfer.
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DESTRUCTION OF RECORDS

1. State guidelines. 20-1-212, MCA. Destruction of records by school officer. (1) Upon the order of the
board of trustees, a school officer may destroy records that have met the retention period, as contained in
the local government records retention and disposition schedules, and, with written approval of the local
government records destruction subcommittee provided for in 2-6-403, any records not referenced in the
retention and disposition schedule that are no longer needed by the office. (2) Student records must be
permanently kept, and employment records must be kept for 10 years after termination.

Note: The Montana Historical Society, State Archives, is interested in preserving those school records

which are of archival value and will assist in the preparation of a records schedule. See attached
SDR XII-1, Page 41.

REPORTING OF ACTIVITY FUND ON DISTRICT'S TRUSTEE REPORT

The 1989 legislature passed House Bill 16, which required that school districts maintain accounting systems
based on generally accepted accounting principles (GAAP) and that the Superintendent of Public Instruction
adopt rules necessary to implement this requirement. The Superintendent of Public Instruction is authorized to
supervise public school financial administration and is required to adopt rules establishing requirements for
budgeting and financial administration of public school districts, including accounting and reporting
requirements.

The new legislation also provides that the Board of Public Education may order state and/or county equalization
aid withheld from a school district which fails to submit reports or budgets as required by law or rules adopted by
the Board of Public Education.

Extracurricular fund activity should be reported as a trust fund on the Trustee Financial Summary under fund
number 84. - TFS
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DEFINITION OF TERMS

BOOKKEEPING SYSTEM

The procedure of analyzing, classifying and recording transactions in accordance with a preconceived
plan for the purpose of:

A: Providing a means by which an enterprise may be conducted in an orderly fashion.
B: Establishing a basis for reporting the financial condition of the enterprise and the results of its
operations.

DISBURSEMENT AUTHORIZATION

A document initiated by a club, advising the fund custodian that a purchase has been made and that an
invoice from the vendor will be forthcoming.

FISCAL YEAR
The extracurricular fund accounting period from July 1,2 to June 30,2__.
FUND ACCOUNTS

Clubs or activities of the extracurricular fund that collectively make up the financial operation and
position of the extracurricular fund.

FUND ADMINISTRATOR
The individual designated by the board of trustees to administer the extracurricular fund.
FUND CUSTODIAN

The individual appointed by the board of trustees to receipt, disburse and maintain the records of the
extracurricular fund.

FUND OVERDRAFT

The amount by which demands for payment exceed the amount of the credit against which they are drawn
for a particular fund account.

INTERNAL CONTROL

A plan of organization under which employee duties are so arranged and records and procedures so
designed as to make it possible to exercise effective accounting control and safeguarding over assets,
liabilities, revenues, and expenditures.

OPERATING STATEMENT

A statement summarizing the financial operation of the extracurricular fund for an account period.
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REQUISITION/PURCHASE ORDER

A document which authorizes the delivery of specified merchandise or the rendering of certain services
and the making of a charge for them.

REGISTER

A record for the consecutive entry of a certain class of documents or transactions, with a proper notation
of all the required particulars. Common registers would be a receipt register, a disbursement register and
a combined receipt, disbursement and fund balance register.

STUDENT ACTIVITY JARGON LIST

A.D.
B.P.A.

(13 _66 Club
BBB
CLOSE-UP
FB

FFA
FCCLA
Frosh
GBB
J.H.

J.V.

Jr.

NHS
MHSA
MOA
MTI

P.O.

S.A.

S.C.
Skills USA
Soph.
Sr.
V.I.C.A.
V.B.

Athletic Director/Activities Director
Business Professionals of America
School Athletic Club

Boys Basketball

Government Class group that travels to Washington, D.C.

Football

Future Farmers of America
Family, Career and Community Leaders of America
Freshman

Girl’s Basketball

Junior High

Junior Varsity

Juniors

National Honor Society

Montana High School Association
Montana Officials Association
Montana Teen Institute

Purchase Orders

Student Activity

Student Council

Sophomores

Seniors

Vocational Industrial Clubs of America
Volleyball
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SAMPLE POLICY Example 1

School District

FINANCIAL MANAGEMENT

Extra- and Co-Curricular Funds

The Board is responsible for the establishment and management of student extra- and co-curricular
funds. The purpose of student extra- and co-curricular funds shall be to account for revenues and
disbursements of those funds raised by students through recognized student body organizations and
activities. The funds shall be deposited and expended by check in a bank account maintained by the
District for student extra- and co-curricular funds. The use of the student extra- and co-curricular funds
is limited to the benefit of the students. Students shall be involved in the decision-making process
related to the use of the funds.

The Board shall follow the Guideline to Student Activity Funding Accounting in establishing accounting
procedures for administration of the student extra- and co- curricular funds and appoint a fund
administrator.

Specific procedures are available in the office of the business manager.

Legal Reference § 2-7-503(d), MCA Financial reports and audits of local government

entities
§ 20-9-504, MCA  Extracurricular fund for pupil functions

Policy History
Adopted on:
Revised on:

From MSBA Policy Manual
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SAMPLE POLICY Example 2

School District

Financial Management

Extracurricular Fund Policy

The Board, on behalf of the students, established an extracurricular fund for the purposes of receipts and
expenditures pertaining to extracurricular functions. The ultimate responsibility of administering
extracurricular funds rests with the Board. Any admission of new funds to the extracurricular fund must
be first approved by the Board.

Moneys of any student organizations are deposited by receipt and expended by check from a bank
account maintained for the extracurricular fund. This bank account is reconciled with each student fund
on a monthly basis. Interest earned on this account is distributed to each fund on a prorated basis.

An automated activity accounting system provides internal control of cash receipts and expenditures.
Receipts, expenditures, and transfers are maintained through authorization of the fund treasurer, advisor,
district secretary, activities director, and district clerk.

Activity tickets are sold to adults and students through the central office receipting procedure.
Accountability for admission charged activities follows a pre-numbered ticket reconciliation with the
money collected.

Change funds are established by issue of a check from each particular fund and redeposited at the end
of the season. Deposits are made to a banking institution on a biweekly basis. Non-sufficient fund
checks are handled by the district clerk on a one to one basis with the individual.

A fund custodian submits an end-of-month report, an annual report, and a year-to-date report for
accountability in all funds. The following forms should be attached to the report:

Receipts, checks, transfers, purchase orders, vouchers, claims, requests for transportation,
monthly reconciliation, year-to-date statement, annual report.

Policy History:
Adopted On:
Revised On:
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MONTANA LOCAL GOVERNMENT RETENTION AND DISPOSITION SCHEDULE *

SCHEDULE TITLE: SCHOOL DISTRICTS

XIl. EXTRACURRICULAR FUNDS RECORDS

EXTRACURRICULAR FUNDS

Extracurricular Funds (Activity Accounts, Student Association)

Record Series Title and Description

Retention and Disposition

Citation/
Comments

1. Audit Reports

3 years if filed with state, if not filed with state

than permanent

2. Bank Statements (paid checks, deposit
tickets, other items

8 years; destroy

3. Claims and/or Vouchers

8 years; destroy

4. Contracts and/or Agreements

8 years after expiration; destroy (retention period

begins at the time the records are created)

5. Fund Transfer Authorizations

8 years; destroy

6. Inventory
a. Equipment
b. Stock-in-Trade

a. Permanent
b. 8 years; destroy

7. Investments
a. Certificates of Deposits (CD)
b. Savings accounts
C. Money market accounts
d. Other investment accounts

a. 8 years; destroy

. 8 years; destroy
. 8 years; destroy
8 years; destroy

8. Ledgers
(activity records and/or accounts

b
c
d.
8 years; destroy

9. Minute Books
(student and school district)

Permanent

10. Purchase Orders

8 years; destroy

11. Records on Nonsufficient Fund Checks

8 years; destroy

SDR XII-1

* copied from Record Retention Schedule Issued by Secretary of State.
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Fraud/Internal Control Accountability

Internal control of student activities must be implemented at all times. Strengthening Internal controls
will improve efficiency and reduce fraud risk in student activity funds.

Districts first must learn new methods for student activity accounting practices, learn how to implement
stronger internal controls, document procedures and design procedures to reduce risk of fraud.

Each school district is unique and these internal controls should benefit and make sense within each
district, rather than encumber management.

What is fraud?

Any and all means a person uses to gain an unfair advantage over another person.

Fraud Detection:

10-10-80 rule, 10% Honest, 10% Dishonest, 80% Will stay honest if afraid of being caught.
Visibility

Unscheduled audits

Compare receipts, expenditure and balances to prior year
Bookkeeper never takes a day off

Teachers/Student not getting receipts

Lifestyle changes for bookkeeper

Check to Cash ratio to high

Around Till — Marks on Paper, Coins rearranged in till
Excessive voids

Takes monies home to count

Not turning in monies on a timely basis

Several corrections to reconciliation sheet

How to Prevent Fraud:

By setting tone at top of organization

Conducting ethical business

Commitment to a strong internal control structure

Periodic review to ensure internal control procedures are enforced
Assignment of authority and responsibility

Importance of written procedures

Consistent, fair, and professional treatment of all employees

Fraud Communication & Written procedures:

It is the districts responsibility to communicate internal controls and procedures to your
employees

Specific controls and procedures must be presented repeatedly to all employees

Hold appropriate employees responsible

Remind them about controls and procedures again.
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What is Internal Control?

Internal Controls are simply good business practices, a process affected by the Board of
Education, management and other personnel, designed to provide reasonable assurance

regarding the achievement of objectives in one of the following:

1. Efficiency and effectiveness of operations
2. Reliability of financial reporting
3. Compliance with applicable laws and regulations

Basic Premises of Internal Control:

Internal controls should benefit rather than encumber management

Internal controls must make sense within each School’s unique operating environment
Internal controls are not stand-alone practices. They are woven into day to day
responsibilities of the people involved

Internal structures and controls should be cost effective

Five components to achieve effective internal controls:

Control Environment

Risk Assessment

Control Activities

Information and communication
Monitoring

Risks that weaken internal control:

Various groups collecting funds which are not handled by the school business office.
Fundraises, athletic events, field trips

Several parties handling monies (teachers, volunteers, parents) which normally do not have
a financial background or understanding of internal controls

Implement stronger Internal Controls:

Training individuals in the process

Document procedures

Segregate duties when possible

Checks should be made to companies rather than individuals — If checks are made out to
individual for services provided than it should be ran through payroll.

All accounts should be self-sustaining

Authorization and approval

Fund must be balanced on a monthly basis with report being submitted monthly to board
and account sponsors which include receipts, disbursements and current balances
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