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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 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 affangeamaudit of the District funds, accounts,
statements, and other financial matters. The audit shallilbe performed by an independent certified public
accountant designated by the Board and be conduéted in conformaneeywith 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._ The Superintendent
shall also ensure the District's auditing fiiieiles. the DiSfict's audit with ISBE annually on or before
October 15.

The footnotes areqiot intended to bepart of the adopted policy; they should be removed before the policy is adopted.

I State or federalaw controls this policy’s content. A board policy or resolution is required concerning revolving funds
and petty cash. 23 Ill. Admin.Codé §100.70. This policy is intended to facilitate the board’s fiscal oversight role. The last
sentence of the first paragraphishould be modified to align with local conditions.

2 Audit requirements are found in 105 ILCS 5/3-7 and 5/3-15.1, both amended by P.A. 104-261, eff. 1-1-26. and 23
I11.Admin.Code §100.110. The federal Single Audit Act adds audit requirements for federal programs. 31 U.S.C. §7501 et
seq. Grant Accountability Transparency Act (GATA) (30 ILCS 708/) rules also require districts that receive federal pass-
through and State-issued awards to have a financial statement audit conducted in accordance with 23 Ill.Admin.Code
§100.110, regardless of the amount of award expenditures. 44 I11. Admin.Code §7000.90(c)(3). See f/n 5, below, for additional
information regarding GATA.

For districts in suburban Cook County, replace “Regional Superintendent of Schools™ with “appropriate Intermediate
Service Center Executive Director.”

The last sentence in this subhead is optional. It is included to support the auditor's compliance with its filing requirement
under 105 ILCS 5/3-7, amended by P.A. 104-261, eff. 1-1-26.

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 (5 ILCS 120/).

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 perform the external audit.” Substitute “periodically” for “annually” if desired.
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Annual Financial Report 3

The Superintendent or designee shall annually prepare and submit the Annual Financial Report (AFR)
on a timely basis using the form adopted by-the ISBE. The Superintendent shall review and discuss the
Annval-Finaneial- ReportAFR with the Board before it is submitted- and submit one copy of the AFR
to the Regional Superintendent of Schools annually on or before October 15. The Superintendent shall
also ensure the District's auditing firm files the District's AFR with ISBE annually on or before October
15.

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. ©

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

3 Requirements for the annual financial report are found in 105 ILCS 5/2-3.27 and 5/3-15.1. amended by P.A. 104-261
eff. 1-1-26; 23 T1I“{Admin.Code §100.100. The last sentence of this section should be modified to align with local conditions.

For districts insliburban Cook[County. replace “Regional Superintendent of Schools™ with “appropriate Intermediate
Service Center ExecutiVeDirector.Z

The last sentence in thisssubhead is optional. It is included to support the auditor's compliance with its filing requirement
under 105 ILCS 5/3-7, amended’by P.A. 104-261, eff. 1-1-26.

4 The content of inventory records is at the district's discretion, with the exception of supplies and equipment that are
governed by 2 C.F.R. §200.313. See f/n 5, below.

S2CFR. §200.313. The uniform federal rules that govern federal grant awards in 2 C.F.R. Part 200 apply to State-
issued 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.net/gata for further information
about the scope of GATA’s application to federal awards and State-funded grant programs administered by the I11. State Board
of Education (ISBE). See sample administrative procedure 4:80-AP3, Inventory Management for Federal and State Awards.
ISBE guidance is available at: www.isbe.net/Documents/fiscal_procedure_handbk.pdf and www.isbe.net/Pages/Federal-and-
State-Monitoring.aspx.

6 Id. In connection with ISBE’s grant monitoring function, ISBE published an /nternal Control Checklist that includes a
Checklist for Equipment and Inventory Review which requires an approved policy (or procedure) related to the management
of equlpment at: www.isbe.net/Documents/Internal- Control Checklist.pdf.
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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 $10,000 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 designee
may unilaterally dispose of personal property of a diminutive value. The Superintendent shall establish
procedures for the disposition and, when permitted by the terms and conditions of the award, the
retention of property acquired by the District under grant awards that comply with federal and State
law.

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 inteérests.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.

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

7 Optional. 23 I1l.Admin.Code §100.60 requires school boards to adopt a capitalization threshold, which can be done
through policy. The capitalization threshold isardollar figure above which the cost of an item will be included on financial
statements and depreciated. A minimum threshold of $10,000, or a lesser amount established by the board, and useful life
greater than one year complies. with the definition of equipment under federal grant rules. 2 C.F.R. §§200.1 and 200.313(e).
Multiple thresholds can be established for different categories of capital assets. Id. 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 Implementation Guide No. 2015-1 both
available at: www.gasb.org. District auditors may require or recommend a district 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 (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), 5/10-22.8 (sale of personal property); and 2 C.F.R. §200.313(e) and (f) 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 625 ILCS 5/12-801. 625 ILCS 5/12-806(b).

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 (2025), Employer's Tax Guide to Fringe Benefits, at:
WWW.irs.gov/pub/irs-pdf/p15b.pdf.
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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 $1,000. 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 School
District must be signed by either the Treasurer or Board President, except that checks from accounts
containing student activity funds or fiduciary funds and checks from revolving accounts may be signed
by their respective account custodians.

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

10 105 1LCS 5/ 10-20.19(2); 23 Tll.Admin.Code §100.70. This paragraph’s contents are mandatory, except for the $1,000
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.

1 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 accounts containing
student activity funds or fiduciary funds and checks from revolving accounts may be signed by
their respective account custodians.

See sample policy 4:90, Student Activity and Fiduciary Funds, for more information about a board’s responsibilities for
student activity funds and fiduciary funds. 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 Uniform Electronic Transactions Act. 815 ILCS 333/. Attorneys disagree about the applicability
of these laws to school districts.
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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,!3 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 1. 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 premise: “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 superintendent 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 ISBE's State and Federal Grant
Administration Policy, Fiscal Requirements, and Procedures, 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: wwwigao.gov/assets/gao-25-107721.pdf) or the Internal Control Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission (a fee-based resource, available at:
WWwWw.coso.org/guidance-on-ic):-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:

1. 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.

e el

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 internal control put their grant funding at risk. One of the sections
of the ICQ may address a grantee’s internal controls for fraud, waste, and abuse, including whether the grantee has a fraud
awareness program. See sample administrative procedures 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 C.F.R. §200 et seq.
30 ILCS 708/, Grant Accountability and Transparency Act:—plemented-by 44
[11.Admin.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 Tll.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 (Student Activity and Fiduciary Funds)
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