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School Board

Board Member Conflict of Interest 1

No School Board member shall: (1) have a beneficial interest directly or indirectly in any contract, ) - - ol
work, or business of the District unless permitted by State or federal law;}lroljf(glrsolicit or accept Commented [DJ1]: Text from f/n 2 has been moved and revised

gratuities, favors, or anything of monetary value from contractors, potential contractors, or parties to inf/nc; =

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted

1 State law and federal regulations control this policy’s content. Conflict of interest is comprehensively discussed in the
IIl. Council of School Attomeys’ publication, Answers to FAQs, Conflict of Interest and Incompatible Offices,
www iasb.com/law/COI_FAQ.pdf.

2 The School Code prohibits a school board member from having an interest in a contract with the district he or she
serves. Exceptions to this rule permit a board member to provide materials, merchandise, property, services, or labor if: (1)
the board member has less than a 7':% share in the ownership of the business; the board member publicly discloses the
interest; the board member abstains from voting on the contract; the contract is approved by a majority vote; the contract is
awarded after sealed bids to the lowest responsible bidder if the amount of the contract exceeds $1,500, or awarded without
bidding if the amount of the contract is less than $1,500; and the award of the contract would not cause the aggregate
amount of all such contracts so awarded in the same fiscal year to exceed $25,000; OR (2) the contract is approved by a
majority vote, provided that any such interested member shall abstain from voting; the amount of the contract does not
exceed $1,000 or the award of the contract does not cause the aggregate amount of such contacts to the same individual to
exceed $2,000 in the same fiscal year, or $5,000 in the same fiscal year if the labor or materials to be provided are not
otherwise available in the district; and the interested member publicly discloses the interest. See 105 ILCS 5/10-9 for other
exceptions

A board member does not have a prohibited interest in a contract with the district he or she serves “if the board member
is an employee of a business that is involved in the transaction of business with the school district, provided that the board
member has no financial interests other than as an employee,” {105 ILCS 5/10-9).

The Public Officer Prohibited Activities Act prohibits a governing body member from being “in any manner financially
interested directly in his own name or indirectly in the name of any other person, association, trust, or corporation, in any
contract or the performance of any work in the making or letting of which such officer may be called upon to act or vote[.];"
€50 ILCS 105/33. Exceptions to this prohibition are similar to those in the School Code.

Generally, an individual may be a board member at a school district thet employs his or her spouse. Indeed, 105 ILCS
5/10-22.3a specifically allows a board member to participate in a group health insurance program provided to a district
employee if the board member is that employee’s dependent, i.e, spouse or child However, this is a fact-sensitive inquiry; a
board member should seek legal counsel before voting on anything related to his or her spouse. See the Answers to FAQs,
referenced in f/n |

A violation of the School Code or Public Officer Prohibited Activities Act is a Class 4 felony. Due to the severity of
this penalty as well as to avoid the appearance of impropriety, a legal opinion should be obtained before a board member
becomes financially interested in any contract with his or her district. Abstaining on the vote, or absence from the meeting
when the vote is taken, does not negate an otherwise illegal conflict of interest.
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agreements or contracts with the District.3 Situations in which the interest is not substantial or the gift
is an unsolicited item of nominal value must comply with State law and Board policy 2:105, Ethics
and Gift Ban4

Board members must annually file a Statement of Economic Interests as required by the Illinois
Governmental Ethics Act.5 Each Board member is responsible for filing the statement with the county
clerk of the county in which the District’s main office is located by May 1.

Federal and State Grant Awards 6

(GATA) (30 1LC .b..?i.l_tif)..!.t..la_:.-. or h|1S-‘J}§_?_*LI‘:!-!LEL¢!I?P_L*TQ!I_L..L-.U)‘.IJ_.T.!&-.I of interest _.a__u._t.m_.il_l_c_l__t_?.f interest
arises when a Board member or any of the following individuals has a financial or other intarest in the
entity selected for the contract:

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted

32CFR §200318(c)(1)

4 1d. The rule provides flexibility for school districts to “set standards for situations in which the financial interest is not
substantial or the gift is an unsolicited item of nominal value,” along with “disciplinary actions to be applied for violations,”
Referring to sample policy 2:105, Ethics and Gift Ban for these standards provides clarity and consistency. Policy 2:105,
Ethics and Gift Ban refers to Limitations on Receiving Gifts in the Ethics Act at 5 ILCS 430/10-10 — 10-30, along with
discussion of the specific penalties available under the Ethics Act at 5 TLCS 430/50-5 in its Enforcement subhead.

5 5 ILCS 420/4A-101.5, and—4A-105, 106.5, and-threugh 107_amended by P.A. 101-221 Any county clerk may
implement a system of Intemet-based filing for economic interest statements 5 ILCS 420/4A-108, amended by P.A. 101-
22| -amended-byP-A—05108 If an Internet-based filing system is used, the clerk must post the statements, without filers’
addresses or signatures, on a publicly accessible website. Id

Each candidate for the school board must file with the county clerk or the county board of election commissioners,
whichever is applicable a receipt from the county clerk showing that the candidate has fled a Statemem of Econamic

from the ballot if he or she files the incorrect Statement of Economic lmeresrs form Ferrand v. Chicago Bd of Election
Comm., 6 N.E.3d 779 (Ill.App.1, 2014) H-App-tst146225(2 1320143 Cortez v. Municipal Officers Electoral Board, 986
N.E.2d 689 (Ill. App.1, 2013)

6 2 CFR. §200.318(c)(1) prohibits employees, officers, or agents of a school district from participating in the
selection, award, or admnmsl:ranon of a contract supported by a federal award if they have a real or apparent conflict of
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qund_conflict of interist. For a discussion of what an apparent conflict of
mreresl may means, see the dlscusswn about avoiding the appearance of impropriety see-in_the Answers to FAQs, cited
above in f/n 1

If the district has a parent, affiliate, or subsidiary organization that is not a state, local government, or Indian tribe, the
non-federal entity must also maintain written standards of conduct covering organizational conflicts of interest
Organizational conflicts of inferest means that because of relationships with a parent company, affiliate, or subsidiary
organization, the non-federal entity is unable or appears to be unable to be impartial in conducting a procurement action
involving a related organization. 2 C F.R. §200.318(c)(2)
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L__Any person { that has a close pl.r~.0|ml I'l:'!allul'l&htp with a By i Board member Illul may mmpromm
he Board L |

member’s immediate family or homehuid

2. The Board member's business partner; or
43 An entity that employs or is about to employ the Board member or one of the individuals
listed in one or two above.

LEGAL REF.: 5 ILCS 420/4A-101 420/4A-105 420/4A-106 5 and 420/4A-107.

50 ILCS 10S/3.
105 ILCS 5/10-9.
2 CFR. §200.318(c)(1).

CROSS REF. 2:105 (Ethics and Gift Ban), 4:60 (Purchases and Contracts), 5:120 (Employec
Ethics; Conduct; and Conflict of Interest)
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School Board

Board Member Conflict of Interest

No School Board member shall: (1) have a beneficial interest directly or indirectly in any contract, work,
or business of the District unless permitted by State or federal law; or (2) solicit or accept gratuities, favors,
or anything of monetary value from contractors, potential contractors, or parties to agreements or contracts
with the District.1 Situations in which the interest is not substantial or the gift is an unsolicited item of
nominal value must comply with State law and Board policy 2:105, Ethics and Gift Ban.2

Board members must annually file a Statement of Economic Interests as required by the Illinois
Governmental Ethics Act.3 Each Board member is responsible for filing the statement with the county clerk
of the county in which the District’s main office is located by May 1.

LEGALREF.:  5ILCS 420/4A-101, 420/4A-105, 420/4A-106, and 420/4A-107.
50 ILCS 105/3.
105 ILCS 5/10-9.
2 C.F.R. §200.318(c)(1).

CROSS REF.: 2:105 (Ethics and Gift Ban), 4:60 (Purchases and Contracts), 5:120 (Employee
Ethics; Conduct; and Conflict of Interest)

APPROVED: June 12,2017

12 C.F.R. §200.318(c)(1).

2 |d. The rule provides flexibility for school districts to “set standards for situations in which the financial interest is
not substantial or the gift is an unsolicited item of nominal value,” along with “disciplinary actions to be applied for
violations.” Referring to sample policy 2:105, Ethics and Gift Ban for these standards provides clarity and
consistency. Policy 2:105, Ethics and Gift Ban refers to Limitations on Receiving Gifts in the Ethics Act at 5 ILCS
430/10-10 — 10-30, along with discussion of the specific penalties available under the Ethics Act at 5 ILCS 430/50-5
in its Enforcement subhead.

3 51LCS 420/4A-101 and 4A-105 through 107. Any county clerk may implement a system of Internet-based filing
for economic interest statements. 5 ILCS 420/4A-108, amended by P.A. 99-108. If an Internet-based filing system is
used, the clerk must post the statements, without filers’ addresses or signatures, on a publicly accessible website.
Id.

Each candidate for the school board must file with the county clerk or the county board of election commissioners,
whichever is applicable, a receipt from the county clerk showing that the candidate has filed a Statement of
Economic Interests as required by the Ill. Governmental Ethics Act. 5 ILCS 420/4A. A candidate’s name will be
stricken from the ballot if he or she files the incorrect Statement of Economic Interests form. Ferrand v. Chicago Bd
of Election Comm., 2014 Ill.App.1st 140225 (2-13-2014); Cortez v. Municipal Officers Electoral Board, 986 N.E.2d
689 (lll. App., 2013)).
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Operational Services

Administrative Procedure - Federal and State Award Procurement Procedures

In addition to the State legal requirements for purchases and contracts set forth in Board policy 4:60,
Purchases and Contracts, and 4:60-AP1, Purchases, the following procedures apply to District
procurement under federal awards_and State awards governed by the Grant Accountability and
Transparency Act (GATA). 1

Consult the Board Attorney regarding the legal requirements presented by this administrative
procedure as well as before a contract is presented to the Board. 2

Code of Conduct 3

Board policies 2:100, Board Member Conflict of Interest, and 5:120, Employee Ethics; Conduct, and
Conflict of Interest, contain standards of conduct covering conflicts of interest and governing the
actions of board members and employees engaged in the selection, award, and administration of
contracts.

General Procurement Standards 4

A. The District shall avoid acquisition of unnecessary or duplicative items. Consideration will be
given to consolidating or breaking out procurements to obtain a more economical purchase.
Where appropriate, an analysis will be made of lease versus purchase alternatives, and any other
appropriate analysis to determine the most economical approach. Note: A conflict between this
regulation’s requirements and the Illinois Criminal Code of 2012 may exist. See 720 ILCS 5/33E-
2(i-5) and 5/33E-18 (prohibits bid stringing; violation is a Class 4 felony) and 720 ILCS 5/33E-3
(prohibits bid rigging, a Class 3 felony).

B. To foster greater economy and efficiency, the District may enter into state and local
intergovernmental agreements or inter-entity agreements where appropriate for procurement or
use of common or shared goods and services.

C. The District may use federal excess and surplus property in lieu of purchasing new equipment
and property whenever such use is feasible and reduces project costs.

D. The District may use value engineering clauses in contracts for construction projects of sufficient
size to offer reasonable opportunities for cost reductions. Value engineering is a systematic and
creative analysis of each contract item or task to ensure that its essential function is provided at
the overall lower cost. Note: A conflict between this regulation’s requirements and the Illinois
Criminal Code of 2012 may exist. See 720 ILCS 5/33E-2(i-5) and 5/33E-18 (defines and
prohibits bid stringing, a Class 4 felony).

The footnotes should be removed before the material is used.

12 C.F.R. §§200.318-200.326; 30 [LCS 708/, Grant Accountability and Transparency Act (GATA). GATA adopts the
federal uniform guidance for all grants. unless the Office of the Governor grants an exception. 30 ILCS 708/55:; 44
HLAdmin.Coade §7000.60. -For information about the scope of GATA as it pertains to grants administered by the 1. State
Board of Education, see www.isbe net/pata.

2 Many legal issues will be solved by early and frequent consultation with the board attorney.

32 C.F.R. §200.318(c).

42 C.F.R. §200.318(d)-(k).
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E. The District shall only award contracts to responsible contractors possessing the ability to
perform successfully under the terms and conditions of a proposed procurement. Consideration
will be given to such matters as contractor integrity, compliance with public policy, record of past
performance, and financial and technical resources. Note: State law requires award to the “lowest
responsible bidder.” :

F. The District shall maintain records sufficient to detail the history of procurement. These records
will include, but are not necessarily limited to the following: rationale for the method of
procurement, selection of contract type, contractor selection or rejection, and the basis for the
contract price.

G. The District may use a time and materials type contract only after a determination that no other
contract is suitable and if the contract includes a ceiling price that the contractor exceeds at its
own risk. Note: The Illinois Criminal Code of 2012 (720 ILCS 5/33E-9) requires approval of the
Board or designee when a contract cost increases or decreases by $10,000, a/k/a change orders. If
a change order will exceed the original contract price by 10%, it must be rebid.

H. The District shall be responsible, in accordance with good administrative practice and sound
business judgment, for the settlement of all contractual and administrative issues arising out of
procurements.

Competition §

A. All procurement transactions shall be conducted in a manner providing full and open competition
consistent with the standards of State law (105 ILCS 5/10-20.21) and policy 4:60, Purchases and
Contracts, and this section. To ensure objective contractor performance and eliminate unfair
competitive advantage, contractors that develop or draft specifications, requirements, statements
of work, or invitations for bids or requests for proposals must be excluded from competing for
such procurements. Situations considered to be restrictive of competition include, but are not
limited to:

1. Placing unreasonable requirements on firms in order for them to qualify to do business;
Requiring unnecessary experience and excessive bonding;

Noncompetitive pricing practices between firms or between affiliated companies;

2
3
4. Noncompetitive contracts to consultants that are on retainer contracts;
5. Organizational conflicts of interest;

6

Specifying only a “brand name” product instead of allowing “an equal” product to be offered
and describing the performance or other relevant requirements of the procurement; and

7. Any arbitrary action in the procurement process.

B. The District shall conduct procurements in a manner that prohibits the use of statutorily or
administratively imposed state, local, or tribal geographical preferences in the evaluation of bids
or proposals, except in those cases where applicable federal statutes expressly mandate or
encourage geographic preference. Note: State law may also encourage or discourage these
preferences. Discuss these with the Board Attorney. See also Doyle Plumbing and Heating Co. v.
Bd. of Educ., Quincy Pub. Sch. Dist. No. 172, 291 Ill.App. 3d 221 (4th Dist. 1997); Cardinal
Glass v. Bd. of Educ. of Mendota Comm. Consol. Sch. Dist. 289, 113 Ill.App. 3d 442 (3rd Dist.

The footnotes should be removed before the material is used.
52 C.F.R. §200.319.
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1983). Nothing in this section preempts State licensing laws. When contracting for architectural
and engineering (A/E) services, geographic location may be a selection criterion provided its
application leaves an appropriate number of qualified firms, given the nature and size of the
project, to compete for the contract. Note: The Board must also follow the Local Government and
Professional Services Selection Act (50 ILCS 510/).

C. Procurement Transactions. All solicitations will:

1. Incorporate a clear and accurate description of the technical requirements for the material,
product, or service to be procured.

a. Such description must not, in competitive procurements, contain features which unduly
restrict competition.

b. The description may include a statement of the qualitative nature of the material, product
or service to be procured and, when necessary, must set forth those minimum essential
characteristics and standards to which it must conform if it is to satisfy its intended use.

c. Detailed product specifications should be avoided if at all possible.

d. When it is impractical or uneconomical to make a clear and accurate description of the
technical requirements, a “brand name or equivalent” description may be used as a means
to define the performance or other salient requirements of procurement. The specific
features of the named brand which must be met by offers must be clearly stated.

2. Identify all requirements which offerors must fulfill and all other factors to be used in
evaluating bids and proposals.

D. The District shall ensure that all prequalified lists of persons, firms, or products which are used in
acquiring goods and services are current and include enough qualified sources to ensure
maximum open and free competition. Note: State laws may conflict with this provision. See 105
ILCS 5/10-20.21 and 50 ILCS 510/.

E. The District shall not preclude potential bidders from qualifying during the solicitation period.

Methods of Procurement 6

The District shall use one of the following methods of procurement:

A. Procurement by micro-purchases. Procurement by micro-purchase is the acquisition of supplies
or services, the aggregate dollar amount of which does not exceed the micro-purchase threshold
of $10.000. as may be amended from time to time.7- To the extent practicable, the District shall
distribute micro-purchases equitably among qualified suppliers. Micro-purchases may be awarded
without soliciting competitive quotations if the Board considers the price to be reasonable. Note:
See 105 ILCS 5/10-20.21 and sammpte-policy 4:60, Purchases and Contracts.

B. Procurement by small purchase procedures. Small purchase procedures are those relatively simple
and informal procurement methods for securing services, supplies, or other property that do not
cost more than the Simplified Acquisition Threshold_of $250.000, as may be amended from time

The footnotes should be removed before the material is used.

62 C.F.R. §200.320.

T The micro-purchase threshold is set by the Federal Acquisition Regulation_(FAR) at 48 C.F.R. Subpart 2.1
(Definitions)_—H—is—53.000-exeepl-as—atherwise—disenssed—in—Subpari2-t—oithatrepulation—bu—this—thresheldand s
periodically adjusted for inflation, 2 C.F.R. §200.67. The federal government’s Office of Management and Budeet issued a
memo increasing the micro-purchase threshold to $10.000, pursuant to the National Defense Authorization Act FY 2018
(Pub. L. No. 115-91), pending amendments to the FAR. OMB Memorandum 18-18 (6-20-18). at: www.whitehouse.gov/wp-
content/uploads/2018/06/M-18-18.pdl.
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to time8. If small purchase procedures are used, price or rate quotations must be obtained from an
adequate number of qualified sources.

C. Procurement by sealed bids (formal advertising). Bids are publicly solicited and a firm fixed price
contract9 (lump sum or unit price) is awarded to the responsible bidder whose bid, conforming
with all the material terms and conditions of the invitation for bids, is the lowest in price. Note:
105 ILCS 5/10-20.21 requires “lowest responsible bidder.” The sealed bid method is the preferred
method for procuring construction, if the conditions in 2 C.F.R. §200.320(c)(1) apply. If sealed
bids are used, the requirements in 2 C.F.R. §200.320(c)(2) apply. Note: 105 ILCS 5/10-20.21
requires sealed bids.

D. Procurement by competitive proposals. The technique of competitive proposals is normally
conducted with more than one source submitting an offer, and either a fixed price or cost-
reimbursement type contract is awarded. It is generally used when conditions are not appropriate
for the use of sealed bids. If this method is used, the requirements in 2 C.F.R. §200.320(d) apply.
Note: 105 ILCS 5/10-20.21 requires sealed bids.

E. Procurement by noncompetitive proposals. Procurement by noncompetitive proposals is
procurement through solicitation of a proposal from only one source and may be used only when
one or more of the circumstances in §200.320(f) apply. Note: 50 ILCS 510/ may conflict with
this regulation.

Contracting with Small and Minority Businesses. Women’s Business Enterprises, and Labor Surplus
Area Firms 10

The District shall take all necessary affirmative steps to assure that minority businesses, women’s
business enterprises, and labor surplus area firms are used when possible. Affirmative steps shall
include:

A. Placing qualified small and minority businesses and women’s business enterprises on solicitation
lists;

B. Assuring that small and minority businesses, and women’s business enterprises are solicited
whenever they are potential sources;

C. Dividing total requirements, when economically feasible, into smaller tasks or quantities to
permit maximum participation by small and minority businesses, and women’s business
enterprises;

The footnotes should be removed before the material is used.

8 Simplified acquisition threshold means the dollar amount below which a non-federal entity may purchase property or
services using small purchase methods. Non-federal entities adopt small purchase procedures in order to expedite the
purchase of items costing less than the simplified acquisition threshold. The simplified acquisition threshold is set by the
Federal Acquisition Regulation (FAR) at 48 CFR Subpart 2.1 (Definitions) and in accordance with 41 U.S.C. §1908: As—ef
the-publication-ofthis-part-the simplified-aeguisition-thresheld-is-$-1 50000 -but-this-thresheldand is periodically adjusted for
inflation. (Also see definition of §200.67 Micro-purchase.) 2 C.F.R. §200.88._The federal government’'s Office of
Management and Budget issued a memo increasing the simplified acquisition threshold to $250,000. pursuant to the
National Defense Authorization Act FY 2018 (Pub. L. No. 113-91), pending amendments to the FAR. OMB Memorandum
18-18 (6-20-18), at: www.whitehouse.gov/wp-content/uploads/2018/06/M-18-18.pdl.

9 Contract means a legal instrument by which a non-federal entity purchases property or services needed to carry out
the project or program under a federal award. The term as used in this part does not include a legal instrument, even if the
non-federal entity considers it a contract, when the substance of the transaction meets the definition of a federal award or
subaward (see §200.92 Subaward). 2 C.F.R. §200.22.

10 2 C.F.R. §200.321. See also the Business Enterprise for Minorities, Females, and Persons with Disabilities Act, 30
ILCS 575/.
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D.

E.

Establishing delivery schedules, where the requirement permits, which encourage participation by
small and minority businesses, and women’s business enterprises;

Using the services and assistance, as appropriate, of such organizations as the Small Business
Administration and the Minority Business Development Agency of the Dept.artment of
Commerce; and

Requiring the prime contractor, if subcontracts are to be let, to take the affirmative steps listed in
paragraphs (A) through (E) of this section.

Contract Cost and Price 11

A.

D.

The District shall perform a cost or price analysis in connection with every procurement action in
excess of the Simplified Acquisition Threshold inctuding contract modifications. The method and
degree of analysis is dependent on the facts surrounding the particular procurement situation, but
as a starting point, the non—federal entity must make independent estimates before receiving bids
or proposals.

The District shall negotiate profit as a separate element of the price for each contract in which
there is no price competition and in all cases where cost analysis is performed. To establish a fair
and reasonable profit, consideration must be given to the complexity of the work to be performed,
the risk borne by the contractor, the contractor’s investment, the amount of subcontracting, the
quality of its record of past performance, and industry profit rates in the surrounding geographical
area for similar work.

Costs or prices based on estimated costs for contracts under the federal award are allowable only
to the extent that costs incurred or cost estimates included in negotiated prices would be
allowable for the District under Subpart E, Cost Principles, of 2 C.F.R. Part 200.

The cost plus a percentage of cost and percentage of construction cost methods of contracting
shall not be used.

Federal Awarding Agency or Pass-Through Entity Review 12

The District shall make available, upon request of the federal awarding agency13 or pass-through
entityl4 (ISBE):

A.

Technical specifications on proposed procurements where the federal awarding agency or pass-
through entity believes such review is needed to ensure that the item or service specified is the
one being proposed for acquisition; and

Procurement documents (such as requests for proposals or invitations for bids, or independent
cost estimates) for pre-procurement review when one or more of the circumstances in
§200.324(b) apply.

The footnotes should be removed before the material is used.

112 C.F.R. §200.323.
122 C.F.R. §200.324.
13 Federal awarding agency means the federal agency that provides a federal award directly to a non-federal entity. 2

C.EF.R. §200.37.

14 Pass-through entity means a non-federal entity that provides a subaward to a subrecipient to carry out part of a

federal program. 2 C.F.R. §200.74.
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Bonding Requirements 15

A. For construction or facility improvement contracts or sub contracts exceeding the Simplified
Acquisition Threshold16, the federal awarding agency or pass-through entity may accept the
bonding policy and requirements of the District provided that the federal awarding agency or
pass-through entity has made a determination that the federal interest is adequately protected.

B. If such a determination has not been made, the minimum requirements shall be as follows:

1. A bid guarantee from each bidder equivalent to five percent of the bid price. The bid
guarantee must consist of a firm commitment such as a bid bond, certified check, or other
negotiable instrument accompanying a bid as assurance that the bidder will, upon acceptance
of the bid, execute such contractual documents as may be required within the time specified.

2. A performance bond on the part of the contractorl? for 100 percent of the contractl8 price. A
performance bond is one executed in connection with a -contract -to secure fulfillment of all
the contractor's obligations19 under such contract.

3. A payment bond on the part of the contractor for 100 percent of the contract price. A payment
bond is one executed in connection with a contract to assure payment as required by law of
all persons supplying labor and material in the execution of the work provided for in the
contract.

Contract Provisions 20

The District’s contracts shall contain the applicable provisions described in Appendix II to 2 C.F.R.
Part 200, Contract Provisions for non-Federal Entity Contracts Under Federal Awards.

The footnotes should be removed before the material is used.

152 C.F.R. §200.325.

16 Sce (/n 8. nbove Simplificd-aequivition-threshold-means-the-deHar-smeunt-below—which-snon-federal-entty—may
WrWWWE%WMQH&MW%ﬂW[&WWt&F
l%h%fW%W@WMﬁW%*MM&WﬁHWM
SED8200:08

17 Contractor means an entity that receives a contract as defined in §200.22 Contract. 2 C.F.R. §200.23,

18 Contract means a legal instrument by which a non-federal entity purchases property or services needed to carry out
the project or program under a federal award. The term as used in this part does not include a legal instrument, even if the
non-federal entity considers it a contract, when the substance of the transaction meets the definition of a federal award or
subaward (see §200.92 Subaward). 2 C.F.R. §200.22.

19 When used in connection with a non-federal entity's utilization of funds under a federal award, obligations means
orders placed for property and services, contracts and subawards made, and similar transactions during a given period that
require payment by the non-federal entity during the same or a future period. 2 C.F.R. §200.71.

202 C.F.R. §200.326.
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Operational Services

Administrative Procedure - Federal Award Procurement Procedures

In addition to the State legal requirements for purchases and contracts set forth in Board policy 4:60,
Purchases and Contracts, and 4:60-AP1, Purchases, the following procedures apply to District
procurement under federal awards.

Code of Conduct

Board policies 2:100, Board Member Conflict of Interest, and 5:120, Employee Ethics; Conduct, and
Conflict of Interest, contain standards of conduct covering conflicts of interest and governing the actions of
board members and employees engaged in the selection, award, and administration of contracts.

General Procurement Standards

A.

B.

H.

The District shall avoid acquisition of unnecessary or duplicative items. Consideration will be given to
consolidating or breaking out procurements to obtain a more economical purchase.

To foster greater economy and efficiency, the District may enter into state and local intergovernmental
agreements or inter-entity agreements where appropriate for procurement or use of common or shared
goods and services.

The District may use federal excess and surplus property in lieu of purchasing new equipment and
property whenever such use is feasible and reduces project costs.

The District shall award contracts to the lowest responsible bidder. A responsible bidder possesses the
ability to perform successfully under the terms and conditions of a proposed procurement.
Consideration will be given to such matters as contractor integrity, compliance with public policy,
record of past performance, and financial and technical resources.

The District shall maintain records sufficient to detail the history of procurement. These records will
include, but are not necessarily limited to the following: rationale for the method of procurement,
selection of contract type, contractor selection or rejection, and the basis for the contract price.

The District may use a time and materials type contract only after a determination that no other contract
is suitable and if the contract includes a ceiling price that the contractor exceeds at its own risk.

When a contract cost increases or decreases by $10,000, a/k/a change orders, the Board or designee
must provide written approval. If a change order will exceed the original contract price by 10%, the
contract must be rebid.

The District shall be responsible, in accordance with good administrative practice and sound business
judgment, for the settlement of all contractual and administrative issues arising out of procurements.

Competition

A.

All procurement transactions shall be conducted in a manner providing full and open competition
consistent with the standards of State law (105 ILCS 10-20.21) and policy 4:60 and this section. To
ensure objective contractor performance and eliminate unfair competitive advantage, contractors that
develop or draft specifications, requirements, statements of work, or invitations for bids or requests for
proposals must be excluded from competing for such procurements. Situations considered to be
restrictive of competition include, but are not limited to:

1. Placing unreasonable requirements on firms in order for them to qualify to do business;
2. Requiring unnecessary experience and excessive bonding;

3. Noncompetitive pricing practices between firms or between affiliated companies;

4. Noncompetitive contracts to consultants that are on retainer contracts;

5. Organizational conflicts of interest;
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6. Specifying only a “brand name” product instead of allowing “an equal” product to be offered and
describing the performance or other relevant requirements of the procurement; and

7. Any arbitrary action in the procurement process.

B. The District shall conduct procurements in a manner that prohibits the use of statutorily or
administratively imposed state, local, or tribal geographical preferences in the evaluation of bids or
proposals, except in those cases where applicable federal statutes expressly mandate or encourage
geographic preference. Nothing in this section preempts State licensing laws. When contracting for
architectural and engineering (A/E) services, geographic location may be a selection criterion provided
its application leaves an appropriate number of qualified firms, given the nature and size of the project,
to compete for the contract.

C. Procurement Transactions. All solicitations will:

1. Incorporate a clear and accurate description of the technical requirements for the material, product,
or service to be procured.

a. Such description must not, in competitive procurements, contain features which unduly restrict
competition.

b. The description may include a statement of the qualitative nature of the material, product or
service to be procured and, when necessary, must set forth those minimum essential
characteristics and standards to which it must conform if it is to satisfy its intended use.

c. Detailed product specifications should be avoided if at all possible.

d. When it is impractical or uneconomical to make a clear and accurate description of the technical
requirements, a “brand name or equivalent” description may be used as a means to define the
performance or other salient requirements of procurement. The specific features of the named
brand which must be met by offers must be clearly stated.

2. Identify all requirements which offerors must fulfill and all other factors to be used in evaluating
bids and proposals.

The District shall ensure that all prequalified lists of persons, firms, or products which are used in
acquiring goods and services are current and include enough qualified sources to ensure maximum open
and free competition.

D. The District shall not preclude potential bidders from qualifying during the solicitation period.

Methods of Procurement

The District shall use one of the following methods of procurement:

A. Procurement by micro-purchases. Procurement by micro-purchase is the acquisition of supplies or
services, the aggregate dollar amount of which does not exceed the micro-purchase threshold. To the
extent practicable, the District shall distribute micro-purchases equitably among qualified suppliers.
Micro-purchases may be awarded without soliciting competitive quotations if the Board considers the
price to be reasonable. Note: See 105 ILCS 5/10-20.21 and sample policy 4:60, Purchases and
Contracts.

B. Procurement by small purchase procedures. Small purchase procedures are those relatively simple and
informal procurement methods for securing services, supplies, or other property that do not cost more
than the Simplified Acquisition Threshold. If small purchase procedures are used, price or rate
quotations must be obtained from an adequate number of qualified sources.

Procurement by sealed bids (formal advertising). Bids are publicly solicited and a firm fixed price
contract (lump sum or unit price) is awarded to the lowest responsible bidder whose bid, conforming
with all the material terms and conditions of the invitation for bids, is the lowest in price. The
requirements in 2 C.F.R. §200.320(c)(2) apply to all sealed bids.

C. Procurement by competitive proposals. The technique of competitive proposals is normally conducted
with more than one source submitting an offer, and either a fixed price or cost-reimbursement type
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contract is awarded. It is generally used when conditions are not appropriate for the use of sealed bids.
If this method is used, the requirements in 2 C.F.R. §200.320(d) apply. Note: 105 ILCS 5/10-20.21
requires sealed bids.

Procurement by noncompetitive proposals. Procurement by noncompetitive proposals is procurement
through solicitation of a proposal from only one source and may be used only when one or more of the
circumstances in §200.320(f) apply. Note: 50 ILCS 510/ may conflict with this regulation.

Contracting with Small and Minority Businesses, Women’s Business Enterprises. and Labor Surplus Area

Firms

The District shall take all necessary affirmative steps to assure that minority businesses, women’s business
enterprises, and labor surplus area firms are used when possible. Affirmative steps shall include:

A.
B.

C.

Placing qualified small and minority businesses and women’s business enterprises on solicitation lists;

Assuring that small and minority businesses, and women’s business enterprises are solicited whenever
they are potential sources;

Dividing total requirements, when economically feasible, into smaller tasks or quantities to permit
maximum participation by small and minority businesses, and women’s business enterprises;

Establishing delivery schedules, where the requirement permits, which encourage participation by
small and minority businesses, and women’s business enterprises;

Using the services and assistance, as appropriate, of such organizations as the Small Business
Administration and the Minority Business Development Agency of the Department of Commerce; and

Requiring the prime contractor, if subcontracts are to be let, to take the affirmative steps listed in
paragraphs (A) through (E) of this section.

Contract Cost and Price

A.

D.

The District shall perform a cost or price analysis in connection with every procurement action in excess
of the Simplified Acquisition Threshold including contract modifications. The method and degree of
analysis is dependent on the facts surrounding the particular procurement situation, but as a starting
point, the non—federal entity must make independent estimates before receiving bids or proposals.

The District shall negotiate profit as a separate element of the price for each contract in which there is
no price competition and in all cases where cost analysis is performed. To establish a fair and reasonable
profit, consideration must be given to the complexity of the work to be performed, the risk borne by
the contractor, the contractor’s investment, the amount of subcontracting, the quality of its record of
past performance, and industry profit rates in the surrounding geographical area for similar work.

Costs or prices based on estimated costs for contracts under the federal award are allowable only to the
extent that costs incurred or cost estimates included in negotiated prices would be allowable for the
District under Subpart E, Cost Principles, of 2 C.F.R. Part 200.

The cost plus a percentage of cost and percentage of construction cost methods of contracting shall not
be used.

Federal Awarding Agency or Pass-Through Entity Review

The District shall make available, upon request of the federal awarding agency or pass-through entity
(ISBE):

A.

Technical specifications on proposed procurements where the federal awarding agency or pass-through
entity believes such review is needed to ensure that the item or service specified is the one being
proposed for acquisition; and

Procurement documents (such as requests for proposals or invitations for bids, or independent cost
estimates) for pre-procurement review when one or more of the circumstances in §200.324(b) apply.
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Bonding Requirements

A. For construction or facility improvement contracts or sub contracts exceeding the Simplified
Acquisition Threshold, the federal awarding agency or pass-through entity may accept the
bonding policy and requirements of the District provided that the federal awarding agency or pass-
through entity has made a determination that the federal interest is adequately protected.

B. If such a determination has not been made, the minimum requirements shall be as follows:

1. A bid guarantee from each bidder equivalent to five percent of the bid price. The bid guarantee
must consist of a firm commitment such as a bid bond, certified check, or other negotiable
instrument accompanying a bid as assurance that the bidder will, upon acceptance of the bid,
execute such contractual documents as may be required within the time specified.

2. A performance bond on the part of the contractor for 100 percent of the contract price. A
performance bond is one executed in connection with a contract to secure fulfillment of all
the contractor's obligations under such contract.

3. A payment bond on the part of the contractor for 100 percent of the contract price. A payment bond
is one executed in connection with a contract to assure payment as required by law of all persons
supplying labor and material in the execution of the work provided for in the contract.

Contract Provisions

The District’s contracts shall contain the applicable provisions described in Appendix II to 2 C.F.R. Part
200, Contract Provisions for non-Federal Entity Contracts Under Federal Awards.

APPROVED: November 13,2017
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Operational Services
Accounting and Audits 1

The School District’s accounting and audit services shall comply with the Requirements for
Accounting, Budgeting, Financial Reporting, and Auditing, as adopted by the Ill. State Board of
Education (ISBE), State and federal laws and regulations, and generally accepted accounting
principles. Determination of liabilities and assets, prioritization of expenditures of governmental
funds, and provisions for accounting disclosures shall be made in accordance with government
accounting standards as directed by the auditor designated by the Board. The Superintendent, in
addition to other assigned financial responsibilities, shall report monthly on the District’s financial
performance, both income and expense, in relation to the financial plan represented in the budget.

Annual Audit 2

At the close of each fiscal year, the Superintendent shall arrange an audit of the District funds,
accounts, statements, and other financial matters. The audit shall be performed by an independent
certified public accountant designated by the Board and be conducted in conformance with prescribed
standards and legal requirements. A complete and detailed written audit report shall be provided to
each Board member and to the Superintendent. The Superintendent shall annually, on or before
October 15, submit an original and one copy of the audit to the Regional Superintendent of Schools.

Annual Financial Report 3

The Superintendent or designee shall annually prepare and submit the Annual Financial Report on a
timely basis using the form adopted by the ISBE. The Superintendent shall review and discuss the
Annual Financial Report with the Board before it is submitted.

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted.

1 State or federal law controls this policy’s content. A board policy or resolution is required concerning revolving funds
and petty cash. 23 11l Admin.Code §100.70. This policy is intended to facilitate the board’s fiscal oversight role. The last
sentence of the first paragraph should be modified to align with local conditions. The Requirements for Accounting,
Budgeting, Financial Reporting, and Auditing at 23 111.Admin.Code Part 100 replaced 23 I1l. Admin.Code Part 110, Program
Accounting Manual and 23 11l Admin Code Part 125, Student Activity Funds and Convenience Accounts.

2 Audit requirements are found in 105 ILCS 5/3-7 and 5/3-15.1, and 23 Il Admin.Code §100.110. The federal Single
Audit Act adds audit requirements for federal programs. 31 U.S.C. §7501 et seq.

Use this alternative for districts in suburban Cook County: replace ‘“Regional Superintendent of Schools” with
“appropriate Intermediate Service Center.”

The following optional sentence establishes an audit committee: “The Board will annually establish an audit committee
to help the Board select an external auditor, confer with the auditor regarding the audit’s scope, and oversee the audit
process.” Note: All board committees are subject to the Open Meetings Act.

The following optional sentence establishes a competitive process for selecting the external auditor; it prevents a long-
term relationship with an auditor and reduces the possibility of audits being too routine or friendly: “The Board will
annually advertise a request for proposals to petform the external audit.” Substitute “periodically” for “annually” if desired.

3 Requirements for the annual financial report are found in 105 ILCS 5/2-3.27 and 5/3-15.1; 23 Ill.Admin.Code
§100.100. The last sentence of this section should be modified to align with local conditions.
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Inventories 4

The Superintendent or designee is responsible for establishing and maintaining accurate inventory
records. The inventory record of supplies and equipment shall include a description of each item,
quantity, location, purchase date, and cost or estimated replacement cost, unless the supplies and
equipment are acquired by the District pursuant to a federal or State grant award, in which case the
inventory record shall also include the information required by 2 C.F.R. 200.313, if applicable.5 The
Superintendent shall establish procedures for the management of property acquired by the District
under grant awards that comply with federal and State law. 6

Capitalization Threshold 7

To be considered a capital asset for financial reporting purposes. a capital item must be at or above a
capitalization threshold of $5.000 and have an estimated useful life greater than one year.

Disposition of District Property 8

The Superintendent or designee shall notify the Board, as necessary, of the following so that the
Board may consider its disposition: (1) District personal property (property other than buildings and
land) that is no longer needed for school purposes, and (2) school site, building, or other real estate
that is unnecessary, unsuitable, or inconvenient. Notwithstanding the above, the Superintendent or

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted.

4 The Ill. Program Accounting Manual (IPAM) was repealed and replaced with the Requirements for Accounting,
Budgeting, Financial Reporting, and Auditing. While these rules contain much of the IPAM information, the information
about inventories was not included. That information is still useful and may be found at www.isbe.net/Documents/ipam.pdf.
The last sentence of this section should be modified to align with local conditions.

3 2 C.ER. §200.313. The uniform federal rules that govern federal grant awards in 2 C.F.R. Part 200 apply to State

rant awards through the Grant Accountability Transparency Act (GATA) (30 ILCS 708/), unless exempted in whole or in
part by the Governor’s Office of Management of Budget. 30 ILCS 708/55. See www.isbe.nei/gata {or further information
about the scope of GATA’s application to federal a s and State-funded grant programs administered by the Tll. State
Board of Education (ISBE). See 4:80-AP3, fnventory Management for Federal and State Awards. 1SBE guidance is
available at; www.isbe.net/Documents/fiscal procedure_handbk.pdf and www.isbe.nel/Pages/Audit-and-Monitoring-
Review-Requirements-and-Tools.aspx.

61d. In conneclign with ISBE's grant monitoring function. ISBE published a Cheeklist for Equipment and Inventory

ewew which rcgulres dﬂ ggprovc.d gnl:q ;or grgc.cdum! reluted to the management of equipment at

7 thmngl 23 lI! Admm (‘ode §100.60 requires .school boards ln adnnl fil cgpllah.{atmn threshold, which can be done

Th 7 eshold is a dollar figure above which the cost of an item will be included on financial
statements and deprcclated. A _minimum threshold of $5.000 and useful life greater than one year complies with the
definition of equipment under federal grant rules. but may be adjusted. and/or multiple thresholds can be established. for
different categories of capital assets. 2 C.F.R. §§200.33 and 200.313(e). The Government Accounting Standards Board
(GASB) Statement No, 34 at para. 115(e) states that a government should disclose its policy “for capitalizing assets and for
estimating the useful lives of those assets.” See GASB Statement 34 and Guide to Implementation of GASB Statement 34 on
Basic Financial Statements (p.28), both available at www.gnsb.org, There are no specific requirements for such policies:
however, district_auditors may require or recommend a distriet have a more comprehensive capitalization policy and/or
procedure. Such an accounting policy or procedure should be developed in consultation with the district’s accounting
professional(s) and tailored to reflect local conditions.

8 The requirements in this section are specified in 105 ILCS 5/5-22—amended-byP-A—99-794 (allowing property
constructed or renovated by students as part of a curricular program to be sold through the services of a licensed real estate
broker subject to certain requirements), and-5/10-22.8; and 2 C.F.R. §200.313(e) for federal awards and State awards
governed by GATA. See f/n 5, above, regarding grant award requirements. A board that desires to act on the disposition of
property having any value should use the following alternative to this section’s last sentence: “Notwithstanding the above,
the Superintendent or designee may unilaterally dispose of worthless personal property.”

The recipient (through either sale or donation) of any discarded school bus must immediately: (1) remove, cover, or
conceal the “SCHOOL BUS” signs and any other insignia or words indicating the vehicle is a school bus; (2) render
inoperable or remove entirely the stop signal arm and flashing signal system; and (3) paint the school bus a different color
from those under Sec. 12-801 of the Ill. Vehicle Code. 625 ILCS 5/12-806(b), added by P.A. 100-277.
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designee may unilaterally dispose of personal property of a diminutive value._The Superintendent
shall establish procedures for the disposition of property acquired by the District under grant awards
that comply with federal and State law.

Taxable Fringe Benefits 9

The Superintendent or designee shall: (1) require that all use of District property or equipment by
employees is for the District’s convenience and best interests unless it is a Board-approved fringe
benefit, and (2) ensure compliance with the Internal Revenue Service regulations regarding when to
report an employee’s personal use of District property or equipment as taxable compensation.

Controls for Revolving Funds and Petty Cash 10

Revolving funds and the petty cash system are established in Board policy 4:50, Payment Procedures.
The Superintendent shall: (1) designate a custodian for each revolving fund and petty cash fund, (2)
obtain a bond for each fund custodian, and (3) maintain the funds in compliance with this policy,
State law, and ISBE rules. A check for the petty cash fund may be drawn payable to the designated
petty cash custodian. Bank accounts for revolving funds are limited to a maximum balance of
$500.00. All expenditures from these bank accounts must be directly related to the purpose for which
the account was established and supported with documentation, including signed invoices or receipts.
All deposits into these bank accounts must be accompanied with a clear description of their intended
purpose. The Superintendent or designee shall include checks written to reimburse revolving funds on
the Board’s monthly listing of bills indicating the recipient and including an explanation.

Control Requirements for Checks 11

The Board must approve all bank accounts opened or established in the District’s or a District
school’s name or with the District’s Federal Employer Identification Number. All checks issued by

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted.

9 The intent of this optional section is twofold: (1) to control personal use of district property and equipment; and (2) to
ensure compliance with IRS rules. As to the first point, allowing personal use of district property or equipment is arguably
prohibited by the Ill. Constitution, Art. VIII, Sec. 1 which states: “Public funds, property or credit shall be used only for
public purposes.” As to the second point, any fringe benefit an employer provides is taxable and must be included in the
recipient’s pay unless the law specifically excludes it. See Publication 15-B (2019%), Employer's Tax Guide to Fringe
Benefits, www.irs.gov/pub/irs-pdf/p15b.pdf.

10 105 ILCS 5/10-20.19(2); 23 Il.Admin.Code §100.70. This paragraph’s contents are mandatory, except for the $500
cap on the maximum balance of revolving funds. The cap amount may be changed or the following alternative used: “Each
revolving fund shall be maintained in a bank that has been approved by the Board and established in an amount approved by
the Superintendent consistent with the annual budget.”

The School Code defines petty cash as a type of revolving fund. Id. It and other revolving funds carry a standard
balance and are regularly reimbursed to maintain the standard balance amount (generally referred to as an imprest system of
financial accounting). In practice, petty cash is paid out of a de minimis cash amount maintained by a fund custodian.
Disbursement from a revolving fund other than petty cash is typically made against an imprest checking account, by an
authorized signor who is readily available in the district, e.g., a superintendent or building principal. The authorized signor
manages the revolving fund and requests the board to reimburse the fund for expenses incurred to bring the imprest account
back to its standard balance.

11 This section is largely up to the local board’s discretion; additional controls may be added. The following alternative
to the second sentence will mandate two signatories for checks:

Two of the following individuals: the Treasurer, Board President, and/or Board Vice-President, shall sign all
checks issued by the School District, except that checks from an account containing student activity funds and
revolving accounts may be signed by the respective account custodian.

A board must comply with State law requirements concerning the use of facsimile or electronic signatures on checks.
The Secretary of State, Index Department, maintains certified manual signatures of officers authorized to sign checks.
Uniform Facsimile Signature of Public Officials Act, 30 ILCS 320/. Electronic records and signatures are governed by the
Electronic Commerce Security Act. 5 ILCS 175/5. Attorneys disagree about the applicability of these laws to school
districts.
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the School District must be signed by either the Treasurer or Board President, except that checks from
an account containing student activity funds and revolving accounts may be signed by the respective
account custodian.

Internal Controls 12

The Superintendent is primarily responsible for establishing and implementing a system of internal
controls for safeguarding the District’s financial condition; the Board, however, will oversee these
safeguards. The control objectives are to ensure efficient business and financial practices, reliable
financial reporting, and compliance with State law and Board policies, and to prevent losses from
fraud, waste, and abuse,13 as well as employee error, misrepresentation by third parties, or other
imprudent employee action.

The Superintendent or designee shall annually audit the District’s financial and business operations
for compliance with established internal controls and provide the results to the Board. The Board may
from time-to-time engage a third party to audit internal controls in addition to the annual audit.

The footnotes are not intended to be part of the adopted policy; they should be removed before the policy is adopted.

12 This section is largely up to the local board’s discretion. The annual audit must include a “review and testing of the
internal control structure.” 23 Ill.Admin.Code §100.110. This review’s limited scope means that boards should not rely on it
to reveal uncontrolled financial risks. The board’s responsibility is to establish policy to safeguard the district’s financial
condition. Indeed, the oath of office includes this promise: “I shall respect taxpayer interests by serving as a faithful
protector of the school district’s assets.” In this sample policy, the board sets the control objectives and the supetintendent is
responsible for developing an internal controls system. In addition, ISBE has issued guidance on internal controls pursuant
to its administration of the Grant Accountability and Transparency Act (GATA), 30 ILCS 708/. See the Fiscal Procedures
Handbook, at: www.isbe.net/Documents/fiscal_procedure_handbk.pdf, which states that “to establish a strong control
environment, grantees must...[d]esign internal controls that are in compliance with guidance in Standards for Internal
Control in the Federal Government issued by the Comptroller General of the United States” (a free resource, available at:
Www.ga0.g0v/assels/670/665712.pdl) or the Internal Control Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission (a fee-based resource, available at: www.coso.org/Pages/default.aspx). Boards
that wish to take a larger oversight role regarding internal controls may list the numbered sentences in the IASB sample
administrative procedure 4:80-AP1, Checklist for Internal Controls, as required inclusions in the superintendent’s program
for internal controls. This alternative, for insertion at the end of this section’s first paragraph, follows:

The District’s system of internal controls shall include the following:
All financial transactions must be properly authorized and documented.
Financial records and data must be accurate and complete.
Accounts payable must be accurate and punctual.
District assets must be protected from loss or misuse.
Incompatible duties should be segregated, if possible.
Accounting records must be periodically reconciled,
Equipment and supplies must be safeguarded.
Staff members with financial or business responsibilities must be properly trained and supervised, and
must perform their responsibilities with utmost care and competence.

9. Any unnecessary weaknesses or financial risks must be promptly corrected.

13 Unless specifically exempted, grantees receiving funds from any State agency, including ISBE, must comply with
GATA and annually complete a Fiscal and Administrative Internal Controls Questionnaire (ICQ). The ICQ covers a
number of different topics related to internal controls. Districts that are identified as having one or more areas of elevated
risk based on their answers to the ICQ are required to develop and implement corrective action to address the area(s).
Districts that fail to take necessary corrective action to address weak areas of intetnal control put their grant funding at risk.
One of the sections of the ICQ addresses a grantee’s internal controls for fraud, waste, and abuse, including whether the
grantee has a fraud awareness program. See 4:80-AP1, Checklist for Internal Controls, and 4:80-AP2, Fraud, Waste, and
Abuse Awareness Program, which incorporate ISBE-recommended practices related to fraud, waste, and abuse.
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LEGAL REF.; 2 CF.R. §200 et seq.
30 ILCS 708/, Grant Accountability and Transparency Act, implemented by 44
I1l.Adm.Code 7000 et seq.
105 ILCS 5/2-3.27, 5/2-3.28, 5/3-7, 5/3-15.1, 5/5-22, 5/10-21.4, 5/10-20.19, 5/10-
22.8, and 5/17-1 et seq.
23 IIL.Admin.Code Part 100.

CROSS REF.: 4:10 (Fiscal and Business Management), 4:50 (Payment Procedures), 4:55 (Use
of Credit and Procurement Cards), 4:90 (Activity Funds)
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Operational Services

Accounting and Audits

The School District’s accounting and audit services shall comply with the Requirements for Accounting,
Budgeting, Financial Reporting, and Auditing, as adopted by the Illinois State Board of Education, State
and federal laws and regulations, and generally accepted accounting principles. Determination of liabilities
and assets, prioritization of expenditures of governmental funds, and provisions for accounting disclosures
shall be made in accordance with government accounting standards as directed by the auditor designated
by the Board. The Superintendent, in addition to other assigned financial responsibilities, shall report
monthly on the District’s financial performance, both income and expense, in relation to the financial plan
represented in the budget.

Annual Audit

At the close of each fiscal year, the Superintendent shall arrange an audit of the District funds, accounts,
statements, and other financial matters. The audit shall be performed by an independent certified public
accountant designated by the Board and be conducted in conformance with prescribed standards and legal
requirements. A complete and detailed written audit report shall be provided to each Board member and to
the Superintendent. The Superintendent shall annually, on or before October 15, submit an original and one
copy of the audit to the Regional Superintendent of Schools.

Annual Financial Report

The Superintendent or designee shall annually prepare and submit the Annual Financial Report on a timely
basis using the form adopted by the ISBE. The Superintendent shall review and discuss the Annual
Financial Report with the Board before it is submitted.

Inventories

The Superintendent or designee is responsible for establishing and maintaining accurate inventory records.
The inventory record of supplies and equipment shall include a description of each item, quantity, location,
purchase date, and cost or estimated replacement cost.

Disposition of District Property

The Superintendent or designee shall notify the Board, as necessary, of the following so that the Board may
consider its disposition: (1) District personal property (property other than buildings and land) that is no
longer needed for school purposes, and (2) school site, building, or other real estate that is unnecessary,
unsuitable, or inconvenient. Notwithstanding the above, the Superintendent or designee may unilaterally
dispose of personal property of a diminutive value.

Taxable Fringe Benefits

The Superintendent or designee shall: (1) require that all use of District property or equipment by employees
is for the District’s convenience and best interests unless it is a Board-approved fringe benefit, and (2)
ensure compliance with the Internal Revenue Service regulations regarding when to report an employee’s
personal use of District property or equipment as taxable compensation.

Controls for Revolving Funds and Petty Cash

Revolving funds and the petty cash system are established in Board policy 4:50, Payment Procedures. The
Superintendent shall: (1) designate a custodian for each revolving fund and petty cash fund, (2) obtain a
bond for each fund custodian, and (3) maintain the funds in compliance with this policy, State law, and
Illinois State Board of Education rules. A check for the petty cash fund may be drawn payable to the
designated petty cash custodian. Bank accounts for revolving funds are limited to a maximum balance of
$500.00. All expenditures from these bank accounts must be directly related to the purpose for which the
account was established and supported with documentation, including signed invoices or receipts. All
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deposits into these bank accounts must be accompanied with a clear description of their intended purpose.
The Superintendent or designee shall include checks written to reimburse revolving funds on the Board’s
monthly listing of bills indicating the recipient and including an explanation.

Control Requirements for Checks

The Board must approve all bank accounts opened or established in the District’s or a District school’s
name or with the District’s Federal Employer Identification Number. All checks issued by the School
District must be signed by either the Treasurer or Board President, except that checks from an account
containing student activity funds and revolving accounts may be signed by the respective account custodian.

Capital Assets

Capital Assets are defined as assets of land, buildings, building improvements, equipment, and
infrastructure assets (e.g. land improvement, sidewalks, etc.) with an individual initial cost of $5,000 or
greater with an estimated useful life greater than one year. Capital assets are recorded at cost or estimated
historical cost and depreciated over their estimated useful lives (excluding salvage value). Donated
capital assets are recorded at their estimated fair value at the date of donation. Land and construction in
progress are not depreciated by the District. Estimated useful life is management’s estimate of how long
the asset is expected to meet service demands.

The District reviews its capital assets to evaluate prominent events or changes in circumstances affecting
them to determine whether impairment of a capital asset has occurred. A capital asset generally should be
considered impaired if there is an abrupt decrease in the (present) value of the economic benefit.

Internal Controls

The Superintendent is primarily responsible for establishing and implementing a system of internal controls
for safeguarding the District’s financial condition; the Board, however, will oversee these safeguards. The
control objectives are to ensure efficient business and financial practices, reliable financial reporting, and
compliance with State law and Board policies, and to prevent losses from fraud, employee error,
misrepresentation by third parties, or imprudent employee action.

The Superintendent or designee shall annually audit the District’s financial and business operations for
compliance with established internal controls and provide the results to the Board. The Board may from
time-to-time engage a third party to audit internal controls in addition to the annual audit.

LEGAL REF.: 105 ILCS 5/2-3.27, 5/2-3.28, 5/3-7, 5/3-15.1, 5/5-22, 5/10-21.4, 5/10-20.19, 5/10-22.8,
and 5/17-1 et seq.
23 Il1.Admin.Code Part 100.
CROSS REF.: 4:10 (Fiscal and Business Management), 4:50 (Payment Procedures), 4:55 (Use of

Credit and Procurement Cards), 4:90 (Activity Funds)

APPROVED: August 5, 2019
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Operational Services

Administrative Procedure - Inventory Management for Federal and State Awards

This procedure applies to property acquired by the District under federal grant awards or State grant
awards governed by the Grant Accountability and Transparency Act (GATA) (30 ILCS 708/). 1

Definitions
Property - real or personal property. 2 C.F.R. §200.81.

Equipment - Tangible personal property (including information technology systems) having a useful
life of more than one year and per-unit acquisition cost that equals or exceeds the lesser of the
capitalization level established by the District for financial statement purposes, or $5,000. 2 C.F.R.
§200.33

Supplies - All tangible personal property other than equipment. 2 C.F.R. §200.94

Acquisition Cost - The cost of the asset including the cost to ready the asset for its intended use.
Acquisition cost for equipment, for example, means the net invoice price of the equipment, including
the cost of any modifications, attachments, accessories, or auxiliary apparatus necessary to make it
usable for the purpose for which it is acquired. Acquisition costs for software includes those
development costs capitalized in accordance with generally accepted accounting principles (GAAP).
Ancillary charges, such as taxes, duty, protective in transit insurance, freight, and installation may be
included in or excluded from the acquisition cost in accordance with the District’s regular accounting
practices. 2 C.F.R. §200.2

Roles and Responsibilities

Actor Responsibility
Business Manager Recordkeeping — 2 C.F.R. §200.313(d)(1) and (2)
and/or Designee 1. Ensures all equipment purchased with grant funds is identified

and marked as such.
2. Maintains an inventory list that includes the following;:

a. adescription of the property

b. aserial number or other identification number

¢. the source of funding for the property (including the Federal
Award Identification Number (FAIN), if applicable)

who holds title

the acquisition date

cost of the property

percentage of federal or State participation in the cost of the
property

the location, use and condition of the property

5 @ mmo

The footnotes should be removed before the material is used.

1 The Grant Accountability and Transparency Act (GATA) adopts the federal uniform guidance applicable to federal
grant awards for all State grant awards, unless the Office of the Governor grants an exception. 30 ILCS 708/55; 44
I11.Admin.Code §7000.60. For information about the scope of GATA as it pertains to grants administered by the Ill. State
Board of Education, see www.isbe.net/gata.
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Actor

Responsibility

i. any ultimate disposition data including the date of disposal
and sale price of the property.

3. Takes a physical inventory of the property and reconciles the

results with the records at least once every two years.

Maintenance and Safeguarding — 2 C.F.R. §200.313(d)(4)

L.

Budgets for and schedules regular maintenance of the equipment
when it is recommended by the manufacturer and arranges for
repair of equipment when economically feasible.

Oversees implementation of the internal controls for the
safeguarding of equipment and supplies required by 4:80-AP1,
Internal Control Checklist.

Reports (or receives reports, if so designated) any fraud, waste,
or abuse of property in accordance with 4:80-AP2, Fraud,
Waste, and Abuse Awareness Program.

Investigates reports of property loss, damage, or theft. If
appropriate, and in consultation with the Superintendent, makes
a report to law enforcement for further investigation.

Title and Use -2 C.F.R. §200;3 13(a) and (c)

L.

Ensures the equipment is used for the authorized purposes of the
grant during the period of the grant, or until the property is no
longer needed for the purposes of the project.

During the time that equipment is used on the project or
program for which it was acquired, designates equipment

_available for use on other projects or programs currently or

previously supported by the federal or State government,
provided such use will not interfere with the work for which it
was originally acquired, in the following order of priority:

a. First preference is given to other programs or projects
supported by the awarding agency that financed the
equipment.

b. Second preference is given to programs or projects under
awards from other awarding agencies (in the case of federal
awards, to activities under federal awards from other federal
awarding agencies; this includes consolidated equipment for
information technology systems).

If the equipment is to be used for non-federally or non-State-
funded programs or projects, considers charging user fees. Any
fees charged for equipment services acquired under an award
must be equal to or greater than what private companies charge
for equivalent services, unless specifically authorized by statute,
for as long as the government retains an interest in the

4:80-AP3
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Actor

Responsibility

equipment.

4, Ensures that title to the property is not encumbered without the

approval of the awarding agency.

Disposition —2 C.F.R. §200.313(e)

1.

Unless the awarding agency requires an equipment transfer,
when equipment acquired under an award is no longer needed
for the original project or program or for any other activities
supported by a federal or State awarding agency, requests
disposition instructions from the awarding agency, if required by
the terms and conditions of the award.

If an item of equipment has a current per unit fair market value
of $5,000 or less, arranges for the retention, sale, or disposal of
the equipment with no further obligation to the awarding
agency. Notes the disposition of such items in the District’s
property records.

Except for awards exempted under 2 C.F.R. §200.312(b), or if
the awarding  agency  fails  to  provide requested
disposition instructions within 120 days, arranges for the
retention or sale of items of equipment with a current per-unit
fair-market value in excess of $5,000.

The awarding agency is entitled to an amount calculated by
multiplying the current market value or proceeds from sale by
the awarding agency's percentage of participation in the cost of
the original purchase. If the equipment is sold, the awarding
agency may permit the District to deduct and retain from
the agency share $500 or ten percent of the proceeds, whichever
is less, for its selling and handling expenses.

If applicable, arranges for the transfer of title to the property to
the federal or State government or to an eligible third party,
provided that in such cases, the District is entitled to
compensation for its attributable percentage of the current fair
market value of the property.

If the District is authorized or required to sell the property,
ensures compliance with Board policy 4:80, Accounting and
Audlits, regarding the disposition of property, and follows proper
sales procedures to ensure the highest possible return.

For items of equipment with an acquisition cost of $5,000 or
more:

a. Obtains two signed bids from potential purchasers or two
appraisals from authorized appraisers to determine the per
unit current fair market value.

b. If the per unit current fair market value is $5,000 or more,
follows the procedures outlined in the IIl. State Board of
Education’s State and Federal Grant Administration Policy,

4:80-AP3
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Actor

Responsibility

Fiscal Requirements, and Procedures to obtain ISBE’s
approval, available at:
www.isbe.net/Documents/fiscal_procedure handbk.pdf.

7. When appropriate, arranges for the trade-in of equipment to be
replaced or sale of the property when acquiring replacement
equipment. Proceeds from the trade-in or sale may be used to
offset the cost of the replacement equipment.

Note: If the District fails to take appropriate disposition actions,
the awarding agency may direct the District to take disposition actions.

Receive

Staff Members Who

Equipment/Supplies as
Part of Their Job Duties

Use the equipment/supplies for the purposes authorized by the grant
during the grant period, or until the property is no longer needed for the
purposes of the project.

Properly use the equipment in accordance with the manufacturer’s
instructions.

Produce the equipment/supplies when requested by the Business
Manager or designee, whether for inventory, scheduled maintenance,
repair, or other purposes.

Take reasonable steps to prevent damage to equipment and supplies in
accordance with 4:80-AP1, Internal Control Checklist.

Report any fraud, waste, or abuse of property in accordance with 4:80-
AP2, Fraud, Waste, and Abuse Awareness Program.

Immediately report lost or stolen equipment/supplies to the Business
Manager or designee.

Return the equipment/supplies when requested by the Business Manager
or designee or if it is no longer needed.
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