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(Note:  The Index has been rearranged for this Revision, to more closely follow the order of the recently-revised MASBO Student Activity Fund Accounting Manual.) 

OVERVIEW
The student extracurricular fund is used to account for the various student activities, such as: athletics, clubs, classes, student government organizations, student publications and similar activities.  Separate fund accounts within the extracurricular fund are maintained to account for these various activities.  Unlike other district funds, money for these activities may be maintained in bank accounts outside the control of the county treasurer.  The fund is administered by school district administrators, faculty members, and student organizations under the policies and guidelines established by the Board of Trustees.
The following laws, rules and guidance relate to student extracurricular funds:

(
MCA 20-9-504:

(1)
Prior to October 1, 2013:  The government of the pupils of the school within a district or the administration of a school on behalf of the pupils may establish an extracurricular fund for the purposes of the receipts and expenditures of money collected for pupil extracurricular functions with the approval of the trustees of the district.  All extracurricular money of a pupil organization of the school must be deposited and expended by check from a bank account maintained for the extracurricular fund.
Effective October 1, 2013:  The trustees of a district may establish an extracurricular fund for the purposes of receiving and expending money collected for pupil extracurricular functions. All extracurricular money of a pupil organization of the school must be deposited and expended by check from a bank account maintained for the extracurricular fund.
(2)
An accounting system for the extracurricular fund recommended by the superintendent of public instruction must be implemented by the trustees.  The accounting system must provide for: 

(a)
the internal control of the cash receipts and expenditures of the money; and 

(b)
a general account that can be reconciled with the bank account for the extracurricular fund and reconciled with the detailed accounts within the extracurricular fund maintained for each student function.
(3)
Effective October 1, 2013:  The trustees may invest any excess money in the extracurricular fund in accordance with the provisions of 20-9-213(4) (see SD-4 for Methods of Investing District Moneys).  Interest earned as a result of the investments may either be: (1) credited to a general operating account within the fund to be used to offset expenses incurred in administering the fund; or (b) distributed to the fund from which the money was withdrawn for investment.
OVERVIEW - continued
(
ARM 10.10.304:

(1)
School districts maintaining student extracurricular activity funds may use a separate checking account or the county treasurer as a depository for student funds.

(2)
To allow OPI to comply with reporting requirements by the U.S. Department of Education, districts shall report all the financial activity relating to student extracurricular activity funds on the trustees' financial summary provided OPI.  (Note:  OPI has designated Fund 84 (a trust fund) for this purpose.)
(3)
The student extracurricular fund must not be used as a petty cash fund for district expenditures.

(4)
Cash balances in the student extracurricular fund may not be loaned to other district funds, may not be used to finance district expenditures for purposes other than student extracurricular activities, and may not be used as a convenience to pay the district's liabilities pending reimbursement from the appropriate district fund, except when student extracurricular expenditures are subsidized by the general fund.

(5)
Student extracurricular expenditures subsidized by the district general fund may be paid from the student extracurricular fund and later reimbursed from the general fund. The claim against the general fund must be properly authorized, completely documented and easily traced into the extracurricular fund records. For example, meal and motel costs for students and advisors may be paid from the student extracurricular fund and later reimbursed from the general fund upon filing a properly authorized claim.
(
MASBO Handbook:
The Montana Association of School Business Officials (MASBO) has published a handbook, Student Activity Fund Accounting.  This handbook has been endorsed by the Office of Public Instruction and is considered state policy for school extracurricular accounting and procedures.  This manual has been recently revised (June 2013), and can be obtained at MASBO’s website:  http://www.masbo.com/publications.html 
In addition, MASBO now has a Student Activities Form Manual, which may be accessed at this same website link.
Unless otherwise indicated, the following compliance requirements are based on guidance in Student Activity Fund Accounting, and the page number of that manual is indicated.  Following are definitions of certain terms used in this compliance supplement and in Student Activity Fund Accounting (Page 29):
Fund Accounts - Clubs or activities of the extracurricular fund that collectively make up the financial operation and position of the extracurricular fund. 
Fund Administrator - The individual designated by the board of trustees to administer the extracurricular fund.  
Fund Custodian - The individual appointed by the board of trustees to receipt,  disburse and maintain the records of the extracurricular fund.

ADMINISTRATIVE RESPONSIBILITIES – BOARD OF TRUSTEES
Pages 5-7 of Student Activity Fund Accounting
1.
Compliance Requirements:
(
Written Policies:  The board of trustees should develop written policies for the administration of extracurricular activity funds.  The policies developed must conform to the recommendations contained in MASBO’s Student Activity Fund Accounting. Once established, the written policies should be subject to constant review and expanded where necessary. (The Student Activity Fund Accounting contains examples of Board Policy, on Pages 31 & 32.)
√
The establishment of a student extra-curricular fund and all its subsidiary student organization and activity accounts and any subsequent changes or transfers are subject to the approval of the board of trustees.  All transactions made in the student extra-curricular funds are subject to the approval of the board of trustees. (Pg. 6)
(
An accounting system for the extracurricular fund recommended by OPI must be implemented by the trustees. The accounting system must provide for:

(a)
the internal control of the cash receipts and expenditures of the money; and

(b)
a general account that can be reconciled with the bank account for the extracurricular fund and reconciled with the detailed accounts within the extracurricular fund maintained for each student function.  (MCA 20-9-504)

(
Other administrative responsibilities of the board of trustees are listed on page 7 of the Student Activity Fund Accounting Manual, as follows:  (Note:  The board may designate another individual to be responsible for many of these duties.)
√
New Activities:  The admission of new clubs or activities to the extracurricular fund must be submitted to and approved by the board.
√
Check Cancellation:  The cancellation of extracurricular fund checks will require prior approval from the board.  See Requirement #26, below.
√
NSF Checks:  Non-sufficient fund checks cannot be written off without first obtaining approval of the board.  See Requirement # 20, below.
√
Inactive Funds:  Inactive fund accounts should be reviewed by the board each June, and those determined to be discontinued should have any remaining balance transferred to a related account.  

√
Overdrawn Accounts:  Fund accounts should not be permitted to become overdrawn, in that the overdraft becomes a liability to other funds and to future classes.  Whenever a fund account becomes nearly depleted, remedial action should be ordered immediately by the board.
ADMINISTRATIVE RESPONSIBILITIES – BOARD OF TRUSTEES - continued
1.
Compliance Requirements - continued:
√
Individual Club Fund Balances:  The board should direct the individual clubs to maintain separate financial records and see that each club’s fund balance is in agreement with the general control records maintained by the fund custodian.
√
Insurance Coverage:  The board should review the adequacy of insurance policies regarding burglary coverage, messenger and forcible seizure coverage and verify that the coverage includes extracurricular fund moneys.

√
Bond Coverage:  The board should review existing official bond coverage to verify that the extracurricular fund is included.
√
Senior Class Balance:  Each May, the board should direct the senior class to dispose of any money remaining in the senior class fund account. The senior class may either (1) designate the balance remaining in the fund for a specific purpose and authorize the expenditure immediately, or (2) authorize the balance remaining to be transferred to a designated fund account.
√
Cash Overages/Shortages:  The board should develop a policy in regard to the handling of cash overages and shortages that may occur through ticket sales and concessions at athletic events, dances, or from the sale of subscriptions and other fund raising activities.  Corrective action should be taken whenever large discrepancies occur.

Suggested Audit Procedures:
(
Verify that the trustees have developed written policies (including a policy for extracurricular payroll) for administration of the extracurricular funds, and verify that those policies are consistent with MASBO’s Student Activity Fund Accounting.
(
Verify that the accounting system that the district uses for the extracurricular fund provides adequate internal controls over cash receipting and expenditures, and that it provides for a general account that can be reconciled both with a bank account and with the detailed accounts maintained for each extracurricular activity/function.

(
If the district has added a new student activity/club to the extracurricular fund during the year, verify that the addition was approved by the board of trustees or its designated representative.
(
If any extracurricular checks were cancelled, or any NSF checks were written off, during the year, verify that the approval of the board of trustees or its designated representative was obtained prior to the actions.
ADMINISTRATIVE RESPONSIBILITIES – BOARD OF TRUSTEES - continued
1.
Suggested Audit Procedures - continued 

(
Observe the year-end report of extracurricular accounts and determine whether there are inactive accounts, or accounts with overdrawn balances.  Verify that the board of trustees has taken appropriate action, as discussed above, subsequent to year end to address these issues.
(
Verify that the district’s bond coverage and various insurance policies include provisions for the extracurricular fund.
(
Verify that the board directs the senior class, each May, to dispose of its remaining account balance in one of the methods discussed above.
(
Review board policy addressing cash overages and shortages that may occur through extracurricular fund activities, and determine that large discrepancies are addressed in a timely and consistent manner.
STUDENT INVOLVEMENT
Page 6 of Student Activity Fund Accounting
2.
Compliance Requirement:
(
The purpose of student extracurricular funds shall be to account for revenues and disbursements of those funds raised by students through recognized student body organizations and activities.  The use of the student extra-curricular funds is limited to the benefit of the students.  Students shall be involved in the decision-making process related to the use of the funds.  

√
No building principal or sponsor may obligate monies without student approval and no student may obligate monies without the building principal or sponsor’s approval. 
Suggested Audit Procedures:
(
Based on a review of the fund accounts and activities accounted for within, verify that all fund accounts are related to student extracurricular activities, and all are for the benefit of the students or for activities selected by the students.
(
Through observation and inquiry, verify that both a building principal/sponsor and a student representative are involved in the obligation/disbursement of moneys from any individual extracurricular account.  If there doesn’t appear to be student representative involvement, enquire further as to the nature of the fund/activity to ensure that the account was established in accordance with the purpose of student extracurricular funds, as discussed above.   
GENERALPROCEDURES
Page 6 of Student Activity Fund Accounting
3.
Compliance Requirements:
(
It is the responsibility of the building administrator or sponsor of a group or activity to see that all monies of said group are collected and deposited with the fund custodian at the business office.  Furthermore, the building principal and sponsor will be knowledgeable of all debts incurred through the operation of said organization or activity and will be responsible to ensure that incurred debts are by purchase order and signed by the sponsor and building principal or other form of authorization.  
√
The Fund Custodian shall be responsible to see that accurate records are kept of all approved expenditures, that the expenditures are also approved by the sponsor and forwarded to the building principal in the form of a purchase or requisition for final approval.  
√
The Fund Custodian will be responsible for depositing all extracurricular monies in a bank account, for writing checks for requested payments of said monies, for keeping accurate records of all deposits and withdrawals, for disbursing earned interest to accounts and for publishing monthly statements as to the status of all extracurricular accounts.  The monthly statement should be included in the board agenda for review.  

RECEIPTS NOT DEPOSITED IN EXTRACURRICULAR ACCOUNTS
Pages 7-9 of Student Activity Fund Accounting
4.
Compliance Requirements:
(
Since an extracurricular fund is established for student functions, all receipts should be related to organized student activities or student assessments.  The following is a listing of receipts that should not be deposited into the extracurricular fund: 
1.
Faculty flower or coffee funds, or faculty lounge receipts that are for faculty use only - These moneys should be kept in a separate bank account; 

2.
Booster club and parent teacher organization funds - These moneys should be kept in a separate bank account; 
3.
Rentals of school district facilities and equipment - These receipts should be deposited directly to a district fund in compliance with MCA 20-9-509 and 20-6-607; 
4.
Book fines and fines for lost school equipment; 

5.
Driver education class fees - These receipts should be deposited to the driver education fund of the district.  (ARM 10.10.306 does, however, allow these receipts to first be deposited to an interim depository account.); 
6.
Petty cash funds for district use (ARM 10.10.304(3)) - (ARM 10.10.306 allows a district petty cash account to be held in a depository outside the control of the county treasurer.); 

RECEIPTS NOT DEPOSITED IN EXTRACURRICULAR ACCOUNTS - continued

4.
Compliance Requirements - continued:
7.
Sale of district supplies or equipment; 
8.
Lunch Monies (ARM 10.10.306 does, however, allow these receipts to first be deposited to an interim depository account.); 

9.
Reimbursements from insurance companies – (vehicle glass repairs, district-owned housing, etc.)
(
A school district may not levy fees or charges for a course or activity for which credit may be applied towards graduation.  (AGO #52, Vol. 34) 
√
However, if such collections are for fees or project supplies not required for graduation, then reasonable charges may be imposed.  The nature of these fees or charges must be determined and collected in accordance with the provision of the AGO.
√
If any fees or charges originated from district sources, these collections must be deposited to the proper district fund. 
(
Transfers from District Funds:  The practice of making direct or lump sum payments to the extracurricular fund from the school district funds should be restricted – such transfers weaken internal control.  A direct payment, rather than a transfer, will be permitted to reimburse the student activity fund if the claim against the general fund is properly authorized, completely documented and easily traced into the extracurricular fund records. For example, meal and motel costs for students and advisors may be paid from the student extracurricular fund and later reimbursed from the general fund upon filing a properly authorized claim. (ARM 10.10.304(5))
Suggested Audit Procedures:
(
Test a sample of receipts and examine transactions in the revenue/receipts journal to determine that receipts were related to student extracurricular activities and that none were for non-student activities such as those listed above.
(
Verify that fees that are deposited into the extracurricular fund are not related to any course or activity for which graduation credit is applied.

(
Verify that no fees that originated from district sources (such as refunds or reimbursements of district expenses) are deposited to the extracurricular fund.

RECEIPTS NOT DEPOSITED IN EXTRACURRICULAR ACCOUNTS - continued

4.
Suggested Audit Procedures - continued
(
If the district is using interim depository accounts for school lunch and driver education receipts, test to determine that deposits to these accounts were distributed to the appropriate district funds intact and in a timely manner.  (NOTE:  All interim depository accounts should have -0- balances at fiscal year end.  The activity of the interim account (receipts and disbursements) should NOT be reported in the extracurricular fund for year-end GAAP financial reporting.  This overstates additions and deductions of the fiduciary funds.  If the school district is audited, these interim depository accounts should be removed from the supplemental schedule of extracurricular accounts, OR the extracurricular accounts may be reported intact, with the interim depository accounts subtracted from the total, to reconcile to the GAAP financial statement.)  
(
Verify that there are no transfers of district money to the extracurricular fund, and that direct payments from the district general fund to reimburse the extracurricular fund are adequately documented.
DEPOSITS AND INVESTMENTS
Page 9 of Student Activity Fund Accounting
5.
Compliance Requirement:
(
School districts maintaining student extracurricular activity funds may use a separate checking account or the county treasurer as a depository for student funds.  (ARM 10.10.304(1))

(
Investments:  Extracurricular funds are accumulated by students’ assessments and activities and should be used for the specific purpose or purposes for which the charge was made. Except in rare instances, therefore, surplus moneys should not be allowed to accumulate. However, there is no reason why a fund account, being accumulated for a specific purpose, could not be invested until the money is needed.     

√
Interest earned on such an investment may be either credited to a general operating account with the extracurricular fund to be used to offset expenses incurred in administering the fund, OR distributed to the account from which the money was withdrawn for investment.  Such distribution may be accomplished in several ways, so long as reasonable equity is achieved. For simplification, such distribution may be based on the cash balance in each contributing fund at the time the interest is received. (MCA 20-9-504)
DEPOSITS AND INVESTMENTS
5.
Suggested Audit Procedures:
(
Verify that extracurricular fund moneys are deposited to a separate extracurricular fund bank account or to an account maintained by the county treasurer.

(
Determine that the ending balances of the various fund accounts are reasonable and that excess funds in any account are accumulated for a specific future purpose.

(
Test the method of distributing extracurricular fund interest income, and determine that the interest was (1) distributed to all contributing fund accounts on an equitable and reasonable pro rata basis, or (2) credited to a general operating account.
INVENTORY/CAPITAL ASSETS
Pages 9 & 10 of Student Activity Fund Accounting
6.
Compliance Requirements: 
Capital Assets
(
Items purchased by student activity clubs or functions that meet the District’s capitalization policy should NOT be included in the District’s capital assets, but should instead be recorded in the extracurricular capital assets inventory, by extracurricular account. 
(
If an organization outside the school system, such as a Booster Club, purchases a piece of equipment and donates it to the school, this becomes school district property and is subject the district’s Inventory/Capital Asset Policy.  
(
All pertinent information for tracking a particular item should be noted on the inventory - capital items should be numbered or tagged for identification, and cost, date of purchase, specific extracurricular account, etc. should be documented.
(
The fund custodian should have an inventory of all equipment on file and all such equipment should be accounted for periodically.

Suggested Audit Procedures:
(
Determine that an inventory of extracurricular fund equipment is maintained by the fund custodian.

(
Verify that a physical inventory of equipment is conducted periodically (preferably on at least an annual basis) and reconciled to the equipment inventory records.

INVENTORY/CAPITAL ASSETS - continued

7.
Compliance Requirements:
Supplies Held for Resale
See “Concession Inventory” form in the Student Activity Forms Manual at http://www.masbo.com/publications.html
(
Inventory records should be maintained for supplies held for resale (food for concessions, school supplies for sale to students, special tools, etc.)  The Board of Trustees should place the responsibility for maintaining accurate supply records to specific individuals. 

(
Each fund account sponsor and president and/or treasurer should maintain a running account of supplies at all times. 

(
Each fund account sponsor should be responsible for conducting the inventory and forwarding copies of the inventory records to the fund custodian.  The fund custodian should retain the copies of inventory records. 

Suggested Audit Procedures:
(
Determine that supplies for resale are accounted for through adequate inventory records.

(
Determine that these inventory records are verified by periodic physical inventories and that any significant differences are investigated.
ACCOUNTABILITY FOR ADMISSION CHARGES
Page 10 of Student Activity Fund Accounting
See “Ticket Taking Activity Form” in the Student Activity Forms Manual at http://www.masbo.com/publications.html
8.
Compliance Requirement:
(
The board of trustees must initiate and enforce a policy that will provide accountability for student activities in which admission is charged.  To ensure accountability: 
1.
Pre-numbered colored strip tickets should be purchased and included in the stationery control.  Each series of colored tickets should represent a price class and be sold only for that price.

2.
Ticket numbers should be charged out to the sellers responsible for admission collections.
ACCOUNTABILITY FOR ADMISSION CHARGES - continued

8.
Compliance Requirement - continued:
3.
Each seller should be required to turn in a report containing the following information:

a.
Number of tickets sold for each price class.

b.
Amount of money collected for each class of ticket sold.

c.
A reconcilement of the number of tickets sold with the amount of money collected.

d.
Signature of the official approving the report.

4.
Unused tickets should be turned back in and accounted for.
5.
Tickets should not be torn off at the end of the event.
Suggested Audit Procedures:
(
Review internal controls the district is utilizing to ensure the accountability of admission charges.

(
Select a sample of revenues/receipts from student activities for which admission was charged.  Determine that the amount deposited was supported by a properly completed ticket sales report.

(
Determine that the district maintains stationery control records to account for all admission tickets purchased by the district.

STUDENT/ADULT/FAMILY ACTIVITY PASSES
Page 11 of Student Activity Fund Accounting
9.
Compliance Requirements:
(
The board of trustees should develop a policy for the handling of activity pass sales. Approval should be made by the board by a formal minute entry every year to determine price and policies concerning these activity passes, and any adjustments to the original approval must be presented and approved by the board. 
√
Pre-numbered activity passes must be acquired through the activities director’s office, school business office or financial office at each school.

√
Pre-numbered activity passes must be accounted for through the financial stationery control records.

√
The selling and issuing of activity passes should be the responsibility of the fund custodian.
STUDENT/ADULT/FAMILY ACTIVITY PASSES - continued
9.
Suggested Audit Procedures:
(
Obtain a copy of the board’s policy for the handling of activity pass sales.  Determine that this plan was approved by the board and documented in a formal minute entry.

(
Verify that the activity tickets are pre-numbered and are accounted for through the stationery control records.

(
Test a sample of activity ticket sales or the activity ticket sales for a particular period, and determine that the pricing and other aspects conform to the approved activity pass policy.
SCHOOL FUNDRAISERS (Raffles, Bingo, etc)
In the prior Revision of the Compliance Supplement, this section on School Fundraisers was included in SD-8, MISCELLANEOUS.
10.
Compliance Requirements:
Raffles

Note:  Per the Gambling Control Division of the Montana Department of Justice Split Pot (50-50) drawings are a form of raffle.
See Student Activity Fund Accounting, pages 11 & 12, for laws related to Raffles, and see the Student Activities Forms Manual for a form for 50/50 Cash Prize Drawings - http://www.masbo.com/publications.html 

(
The proceeds from the sale of tickets for a raffle conducted by a school district may be used only for charitable purposes or to pay for prizes and may not be used for the administrative costs of conducting the raffle.  (MCA 23-5-413(2)(c))
√
The sale of raffle tickets is restricted to events and participants within the geographic confines of the state.  The sale of raffle tickets may not be conducted over the internet. All raffle announcements or advertisements conducted over the internet must include this sale restriction, the name of the organization offering the raffle, and all raffle terms.  (MCA 23-5-413(3))

(
The following random selection processes are authorized for use in determining a winner of a raffle:  (ARM 23.16.2602(1))

(a)
a drawing from a drum containing raffle ticket stubs that have been thoroughly mixed before the drawing; and

(b)
selection by any other process if:

(i) the process is reasonably assured of being random and is not connected to an event that has its own intrinsic significance (e.g., a sports event, game of chance, contest); and

(ii) the indicator of the raffle ticket purchaser's identity reasonably assures the random selection of a winner. 

SCHOOL FUNDRAISERS (Raffles, Bingo, etc) - continued

10.
Compliance Requirements - continued:
Raffles

(
Any raffle conducted by a public school district must be publicly identified as a charitable raffle.  All raffle terms, including the date of the raffle drawing, must be available to the public prior to the sale of any raffle tickets.  (ARM 23.16.2602(2) & (4))

(
For each raffle conducted, the entity conducting the raffle shall maintain for a period of 12 months from the date of the raffle drawing, and provide to the Department of Justice (Gambling Control Division) upon request:

a.
a record of the total proceeds collected;

b.
a detailed description of the prize(s) awarded;

c.
a description of the selection process used to determine the winner(s);

d.
a record reflecting the source of the prize(s), including any money paid to purchase prizes;

e.
a record of any administrative costs paid with raffle proceeds; 

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

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

h.
a detailed record of the distribution of the charitable raffle proceeds, where applicable.  (ARM 23.16.2602(3))
11.
Compliance Requirements:
Bingo – “Casino Night”

(
If players have to pay to play bingo, it is a form of gambling that requires a license or permit from the State Department of Justice.  Generally, the only places bingo can be played for money is a casino, bar or senior citizens center.  If a group wants to have a one-time fundraiser, they can apply for a “casino night” permit from the Gambling Control Division. A “casino night” is a fundraising event involving gambling activities (live card games, live bingo & keno, and raffles) using imitation money.  (Note:  If the bingo is for entertainment and no money is paid to play, the game is considered a promotional game and can be conducted without a permit or a license.)  (MCA 23-5-701-715; ARM 23.16.3101 – 3104)

√
An application for a casino night permit must be received by the Gambling Control Division at least 10 working days before the proposed start of the event, and must be accompanied by a $25 permit fee.  (ARM 23.16.3102) Application forms can be found at:  https://doj.mt.gov/gaming/forms/   

√
Within 30 days after a casino night is held, the school district shall submit to the Gambling Control Division a report (Form 12).  Information to be included in the report can be found at ARM 23.16.3104.

SCHOOL FUNDRAISERS (Raffles, Bingo, etc) – continued

Suggested Audit Procedure for Requirements #10 & #11, above:
(
Inquire of management and other employees to determine if the school district had any fund raising activity during the year.  If so, verify that the District complied with the above laws and rules.
STUDENT TRAVEL
Pages 13-16 of Student Activity Fund Accounting
12.
Compliance Requirements:
(
Travel Authorization:  A request for travel authorization and funding must be prepared well in advance of the time the funds are needed.  

√
The request should be submitted by the teacher, coach, faculty advisor or other person responsible for the activity trip, and should be approved by the school principal and/or superintendent in accordance with policy established by the board.

√
Travel authorization forms should contain at least the following: date of request; date funds needed; destination and purpose of trip; estimated departure and return times; number of persons making trip; estimate of cash required; estimate of expenses; signature of person requesting authorization; signature approval of principal, superintendent or designee; check number and date of payment; credit card or checkbooks issued; and signature of fund custodian.
(
The approved travel authorizations are to be submitted to the fund custodian to ascertain that sufficient funds are available and to prepare necessary financial arrangements.

(
Approved travel authorization forms should remain in a pending file until final accountability for the trip has been completed.

(
Payment Options for Student Travel:  There is no single prescribed policy for the handling and recording of student travel expenditures.  The policy adopted by the board should specify the method or methods to be used to pay travel expenses.  Options include (1) credit cards; (2) procurement cars (P-cards); (3) open accounts with motels and restaurants, who will then bill the school directly; (4) per diem; and (5) cash advances.  (Note:  Another possible option is the use of a school checkbook.)  These five options, and the procedures and suggested internal controls are discussed on pages 14 & 15 of Student Activity Fund Accounting. 

STUDENT TRAVEL - continued
12.
Compliance Requirements - continued:
(
Final Accountability:  Regardless of the payment option used, a statement of final accountability must be submitted by the authorized trip sponsor promptly after the completion of the trip.  Final accountability statements should include at least the following: date of final accountability; notation of advance funds received, if applicable (amount, date, & check number); complete listing of itemized expenditures paid, together with documentary evidence of payment; totals of cash or checks expended; notation and totals of credit card or open account expenses (if applicable); the amount returned to the fund custodian if advances received exceed documented expenditures (verified by fund custodian receipt number); the amount of additional reimbursement requested if travel expenses incurred exceed travel advances received (verified by fund custodian check number); signature of person completing final accountability statement (teacher, coach, faculty advisor, or other person responsible for trip); and signature of fund custodian to indicate that there has been an acceptable final accountability. 
Suggested Audit Procedure:
(
Determine board policy regarding student travel, and test a sample of disbursements to determine that the policy is consistently applied.  In particular, determine that all travel is properly authorized and that there is final accountability for all travel, including documentation to support all expenditures.
CONTROL OVER FINANCIAL STATIONERY 
Page 16 of Student Activity Fund Accounting
13.
Compliance Requirements:
(
The board should designate an individual to maintain the financial stationery control over pre-numbered forms.  The individual designated should not be involved in any other accounting function of the extracurricular fund.  

√
The following pre-numbered forms should be entered in the stationery control when received from the printer: (1) fund custodian receipts, (2) subsidiary receipts issued by other than the fund custodian, (3) activity tickets, (4) gate admission tickets, (5) checks, and (6) any other pre-numbered financial form.

(
These pre-numbered forms will be issued to the fund custodian, teachers, or sponsors by the person designated to control stationery.  The stationery control record will contain the numerical sequence of all forms (receipts, tickets, checks, etc.) issued to the individual.  All prior stationery issued must be numerically accounted for before additional stationery is issued. (Note:  All voided forms (damaged or otherwise) should be marked as voided in the register, and all copies retained for audit. 
CONTROL OVER FINANCIAL STATIONERY - continued
13.
Compliance Requirements - continued:
(
The individual receiving financial stationery must be required to sign or initial a withdrawal slip in order to verify the issuance of the forms. 

Suggested Audit Procedure:
(
Determine that adequate records are maintained to control pre-numbered financial stationery, as discussed above.

CHANGE FUND

Page 17 of Student Activity Fund Accounting
14.
Compliance Requirement:
(
The board of trustees may authorize the establishment and use of a change fund for the making of change at athletic events, concessions and other student activities.  The board or its designee should determine the amount of change needed at the start of the school year.  The preferred method of establishing a change fund would be to issue a check against the bank control account, thereby reducing the cash in the bank account, and increasing the cash on hand account.  

√
The cash in the change fund will be retained throughout the year and would then be redeposited to the bank account or county treasurer at the end of the school year.
√
The change fund will not be needed for reconcilement to the bank statement, but will be needed for reconcilement of total cash (total cash = checking accts., investments, and cash on hand) to the total of all individual fund account balances.
√
A receipt should NOT be issued for the redeposit of a change fund, as this overstates “revenue”.  The establishment and redeposit of a change fund should not affect revenues or expenditures of the extracurricular fund.

Suggested Audit Procedure:
(
Determine that the establishment of any change fund was authorized by the board of trustees or its designee at the start of the school year, and that the money was redeposited to the bank account or county treasurer at the end of the school year.

RECEIPTING & DEPOSITING
Pages 18-22 of Student Activity Fund Accounting
15.
Compliance Requirements:
Receipts
(
Fund custodian receipts and subsidiary receipts (pre-numbered) must be issued immediately upon each collection. Checks should be endorsed with a “for deposit only” stamp immediately upon receipt. 

(
Fund Custodian Receipts:  

√
The pre-numbered receipts must consist of the original and one copy.  The duplicate copy should be retained by the fund custodian in numerical order and used as a source document for posting to the register.  

√
Receipts should contain (1) date receipt issued; (2) payer (sponsor or student paying money to fund custodian); (3) dollar amount received; (4) purpose or source of collection; (5) designated fund or funds to which the cash is to be deposited; and (6) fund custodian’s signature.  If the receipt is being written for a subsidiary deposit, the report form prepared by the subsidiary depositor (see below) should be attached.  

(
Subsidiary Receipts:

√
Each collector must be issued pre-numbered receipts and be held responsible for these receipts through established stationery control procedures (See Requirement #13, above) 

√
These receipts should contain the same information as the fund custodian receipts, above (with the exception of the fund custodian’s signature).  

(
A report form of some type should accompany each deposit of subsidiary collections to the fund custodian.  The report form should contain (1) the subsidiary receipt numbers included in the deposit; (2) the total money collected, and (3) the signature of person making the deposit.  

√
Collections must be deposited promptly with the fund custodian.  A policy should be established for the timing of deposits (i.e., weekly, or the day after the day of collection).  

Suggested Audit Procedures:
(
Observe that checks held by the fund custodian at the time of audit are stamped “For Deposit Only”.

(
Determine that all pre-numbered receipts are accounted for through financial stationery control records.
RECEIPTING & DEPOSITING - continued
16.
Compliance Requirements:
Deposits
(
Fund custodian collections should be deposited regularly to the bank account - the frequency of the deposits should be determined and set by policy.  The frequency of deposits will be dependent on certain conditions (see page 19 of Student Activity Fund Accounting), but on the closing day of each month, all cash remaining on the hand should be deposited (with the exception of the change fund, which will usually remain on hand until the  end of the school year – see Requirement #14, above).
√
Receipts should be deposited intact.    (Deposit slips must show the receipt numbers that, when totaled, correlate with the deposited amount.) 

Suggested Audit Procedure:
(
Verify that custodian collections are deposited at least as frequently as established by board policy.  For selected days, verify that receipts were deposited intact.

17.
Compliance Requirement:
Cashing Checks From Cash on Hand

(
The cashing of personal checks, extracurricular fund checks, or school district warrants from undeposited cash on hand (including the change fund) should be absolutely prohibited. 
Suggested Audit Procedures:
(
Determine that the school district has a policy in place that prohibits the cashing of personal checks, extracurricular fund checks, or school district warrants from cash on hand.

(
Test a sample of deposits to the extracurricular fund bank account (or the county treasurer) and determine that they did not contain any extracurricular fund checks or school district warrants, and that personal checks were for payments related to extracurricular fund related activities.

18.
Compliance Requirements:
Entering Receipts to Register
(
The entering of receipt documents to the register may be performed by one of two methods:  
(1) Each receipt number is entered individually to the register in numerical sequence.  The amount of each receipt document is entered to the receipt columns of both the individual fund account and the cash control account.  OR
(2)
The receipt documents may be “batched” for entry to the register.  However, each “batch” must coincide with a receipt entry to the cash control column and be deposited intact. The amounts of each “batch” will also be entered to the appropriate columns of the individual fund accounts.
RECEIPTING & DEPOSITING - continued
18.
Compliance Requirements – cont.:
Entering Receipts to Register

√
A summary must be prepared and attached to the receipt documents showing the receipt numbers included, a breakdown of individual fund accounts and the amount for each fund.
(
Voided receipt documents should be listed, marked as “void” in the register, and all copies retained for audit.
√
Canceled or voided checks, which have been previously recorded in the register, should be reflected by an adjusting entry of the fund custodian. The check number and reason for cancellation of voiding should be noted. The adjustment should be entered to the individual account or accounts that the check was originally drawn against and to the bank control account. The canceled or voided checks will then be deleted from the listing of outstanding checks.
(
Monthly:  Receipt documents must be entered to the register on a timely basis, at least monthly.  All receipt columns of the register must be totaled monthly. Totals of individual fund account receipts are to be entered to the appropriate receipt column of the monthly report to the board of trustees. 
Suggested Audit Procedures:
(
Test receipts/revenues recorded in the extracurricular fund accounting records and determine that they are supported by pre-numbered receipt documents. 

(
Test a sample of pre-numbered receipts and determine that they are properly recorded in the accounting records.

19.
Compliance Requirements:
Entering Deposits to Register
(
Receipts deposited to the extracurricular fund bank account should be entered to the register by recording:  (1) the date of the deposit and (2) the inclusive number of receipts being deposited.  The amount of money deposited should be recorded as an entry increasing the bank control account and decreasing the cash control account.

20.
Compliance Requirements:
NSF Checks
(
It is strongly recommended that the board have a policy dealing with NSF checks.  (See sample NSF policy in Student Activity Fund Accounting, page 22) 

(
Checks which have been deposited by the fund custodian and are later returned by the bank as being NSF are to be carried as cash items on hand, for reconciling purposes, until accepted by the bank, replaced, or written off.  

RECEIPTING & DEPOSITING - continued
20.
Compliance Requirements - continued:
NSF Checks
√
The fund custodian should notify the author of the check and attempt to make collection – preferably require the check to be paid in cash. (If the check is denied twice by the bank, the only remedy is to go to collection.)  The cash should be re-deposited on a separate deposit slip.
(
If NSF checks are determined to be uncollectible, the fund custodian should seek collection assistance from the county attorney.  

(
If all collection attempts fail, the fund custodian should notify the board of trustees and request authorization for cancellation. The notification should include:  (1) date of check; (2) author of check; (3) $ amount; (4) purpose of check; (5) fund account check was receipted into; and (6) cancellation authorization by the board. 
√
If the board authorizes cancellation of an NSF check, entries should be made in the bookkeeping register to reduce the cash control receipt balance and the receipt balance of the individual fund account(s) involved.
√
The record of cancellation authorization must be maintained by the fund custodian.  

Suggested Audit Procedures:
(
If a check has been returned because of a payer’s non-sufficient funds, review bank deposit activity for the audit period to determine that the check has been re-deposited at least once, and that the NSF check has been held as a cash item for reconciling purposes.

(
If a NSF check has been written off during the audit period, ensure that the write-off was approved by the board of trustees.

INTRA-FUND TRANSFERS

Pages 20 & 21 of Student Activity Fund Accounting
21.
Compliance Requirements:
(
A transfer of money from one student fund account to another is allowed only when such transfer is justifiable and supported by proper authorization.  

INTRA-FUND TRANSFERS -  continued
21.
Compliance Requirements - continued:
(
All transfers made must be recorded on a transfer request form.  The transfer form should contain provisions for the following: 
1.
Name of school, date, and space for transfer number

2.
Reason for transfer

3.
Amount of funds to be transferred

4.
Name of fund accounts affected

5.
Approval of fund account sponsor, president or treasurer

6.
Approval by the designee of the board (Normally the fund administrator, who would be the school principal or superintendent)

7.
Posting verification and reference by the fund custodian
See a sample “Transfer Request and Authorization” form in the Student Activities Forms Manual at http://www.masbo.com/publications.html 

(
Approved transfer requests should be submitted to the fund custodian who will then assign a number to the transfer request.
(
The fund custodian will enter the approved transfer in the register by entering (1) the date of transfer; (2) a brief description of reason for the transfer; and (3) the transfer number.  Appropriate entries should be made to increase and decrease the amounts of the individual fund accounts involved.  After entering the transfer document to the register, the fund custodian should retain and file the original transfer requests in numerical order.
Suggested Audit Procedure: 

(
Test a sample of transfers between fund accounts and determine that they are supported by properly completed and authorized transfer forms.
DISBURSING 
Pages 23-25 of Student Activity Fund Accounting
22.
Compliance Requirements:
Disbursement Method
(
All extracurricular fund disbursements must initiate with and be authorized by representatives of the fund account to which the disbursement will be charged.  

(
The board of trustees must include in the extracurricular fund policy guidelines the disbursement method which the district will adopt.  Two acceptable methods are discussed in Student Activity Fund Accounting:
DISBURSING - continued
22.
Compliance Requirements - continued:
Disbursement Method
√
Method “A” for smaller districts - involves the use of a single-copy disbursement authorization. Following payment, the fund custodian should indicate the check number and date of payment on the disbursement authorization and file it with the invoice attached.
√
Method “B” for larger districts - involves the use of a triplicate-copy requisition/purchase order (PO).  The original copy is distributed to the vendor while the duplicate and triplicate copies are distributed to the fund custodian and fund account treasurer, respectively.  Following payment, the fund custodian should indicate the check number and date of payment on the duplicate copy of requisition/PO and file it with the invoice attached.
Both of these methods involve essentially the same process. Both methods require that expenditures be authorized with signatures of the fund account sponsor and the fund account president or treasurer, and both require that the fund custodian verify that funds are available for the disbursement.
23.
Compliance Requirements:
Invoices and Checks
(
Invoices:  (1) All invoices must be matched up and attached to the disbursement authorization or requisition/PO; (2) Receipt of goods must be verified and documented; and (3) All invoices must be checked for arithmetic accuracy by the fund custodian before payment is made.
(
Checks:   All checks must contain the information listed on page 24 of Student Activity Fund Accounting – including dual signature (fund custodian, superintendent, principal, board chair, or secretary clerk – per board of trustees’ disbursement policy).  The check or check stub should indicate the fund account(s) to which disbursement is to be charged.
(
The check number and date of check should be entered on the lower portion of the disbursement authorization or requisition/PO retained by the fund custodian.
(
No checks should be made payable to cash or to those people who are in charge of the fund accounts.   
(
No checks should be issued from one fund account to another fund account.  Such transactions should be handled as intra-fund transfers.
(
All disbursements should be made by check.  No disbursements should be made from available cash on hand.  

DISBURSING - continued
24.
Compliance Requirements:
Entering Checks to Register
(
All checks issued must be entered, on a regular basis, to the register individually and in numerical sequence. The amount of each check should be entered to the disbursement column of both the individual fund account and bank control account.
√
All voided checks must be accounted for and available for audit.
(
Monthly:  All disbursement columns of the register must be totaled monthly.  Totals of individual fund account disbursements should be entered to the appropriate disbursement columns of the monthly report to the board of trustees.
(
Bank service charges, check printing costs and bank overdraft charges must be entered as disbursements in the register by means of adjusting entries (reducing both the bank control account and designated individual fund account).  The fund account(s) charged for the costs should be pre-determined and designated by the fund administrator.  
Suggested Audit Procedures for Requirements #22 - #24, above:
(
Review the board’s policy addressing disbursements from the extracurricular fund.  Obtain from the fund administrator a listing of individuals authorized to approve expenditures for each fund account (fund account sponsor and fund account president and/or treasurer).
(
Test a sample of selected expenditures to determine that they:

a.
were handled in accordance with board policy,

b.
were approved by the authorized individuals for the fund account they were charged to, as well as by the fund custodian (to verify that funds were available),

c.
were related only to student activities,

d.
were supported by adequate documentation, and

e.
were properly recorded in the extracurricular fund accounting records.
(
Determine which fund account(s) have been designated by the fund administrator to be charged with banking fees and charges.  Ensure that any such fees and charges are properly charged against those fund accounts.

(
Verify that no monies were transferred between fund accounts by the use of checks.
DISBURSING - continued
25.
Compliance Requirements:
District Expenditures
(
Cash balances in the extracurricular fund may not be loaned to other district funds, may not be used to finance district expenditures for purposes other than student extracurricular activities, and may not be used as a convenience to pay the district’s liabilities pending reimbursement from the appropriate district fund, except when student extracurricular expenditures are subsidized by the general fund.  (ARM 10.10.304(4))
Suggested Audit Procedure:
(
Test expenditures to determine that the extracurricular fund was not used to pay for district expenditures, either directly or through interim loans.  
26.
Compliance Requirements:
Cancellation of Checks
(
The board of trustees must approve all cancelled or voided checks.  

(
If a check, previously recorded as a disbursement in the register, is cancelled or voided for any reason, that fact should be reflected by an adjusting entry to the register (both the general register and the individual account or accounts that the check was originally drawn against.)  The check number and reason for cancellation or voiding should be noted, and the canceled or voided check should be deleted from the listing of outstanding checks.  

(
Outstanding checks can be cancelled after one year of date of issue.  Although the warrant may be canceled after one year, it appears the obligation is not terminated until after 8 years, the time (statute of limitations) specified by MCA 27-2-202(1).  (AGO # 1, Vol. 21)
Suggested Audit Procedures:
(
Review bank reconciliations for the audit period to determine if a check has been carried as outstanding for at least one year.  If so, and if the check is still outstanding at the time of the audit, recommend that the board of trustees authorize the cancellation of the check.

(
If a check has been cancelled or voided during the audit period, ensure that the board of trustees has approved the cancellation.  Review the registers and bank reconciliations to ensure that the cancellation or voiding has been properly reflected in those records, as discussed above.

PAYROLL  
Page 8 of Student Activity Fund Accounting
27.
Compliance Requirements:
(
The board of trustees should have a policy to handle payroll expenses paid from the extracurricular fund.  Student Activity Fund Accounting recommends that all payroll costs be handled through the general funds.  Most schools incur some costs for the extracurricular programs in the general fund, and payroll costs would be a logical expense because districts are set up for payroll and payroll deductions.  

(
As an option, districts may establish a Student Extracurricular Fund (84) in the district’s computer system.  Instead of issuing district warrants, student activity fund checks are issued by the business office or at each school building for later input into the district’s computer system.  During the month, the student activity fund payroll is charged against Fund 84 like any other fund.  At the end of the month, a check is drawn on the student activity fund and deposited to the Payroll Fund to cover the student activity fund payroll for the month.  This method allows the district to prepare 1099’s and W-2’s easily, including payments from both district and student activity funds.”
√
1099’s should not be issued to district employees who perform work related to student activities.  W-2’s should include all wages paid to employees of the district.

Suggested Audit Procedure:
(
Determine the board’s policy for making payroll related expenditures of the extracurricular fund, and determine that the procedures are consistently followed.
FILING OF DOOCUMENTS

Pages 25 & 26 of Student Activity Fund Accounting
28.
Compliance Requirements:
(
Invoices and disbursement authorizations or requisitions/PO’s should be attached together and filed by one of the following methods:

√
By Fund Account:  An individual file folder may be made for each fund account, containing all disbursement documentation for that fund for the fiscal year in chronological order. 

√
By Check Number:  All disbursement documentation may be filed in the numerical order of checks issued.

√
By Vendor:  A file folder may be established for each vendor, containing all disbursement documentation for that vendor for the fiscal year in chronological order.
FILING OF DOOCUMENTS - continued
28.
Compliance Requirements - continued:
(
Intra-fund Transfers and Receipts should be filed in numerical order by fiscal year.
(
Monthly reports to the board should be filed by month, by fiscal year.

(
All other documentation should be filed together by fiscal year.
MONTHLY RECONCILIATION AND REPORT TO BOARD 
Pages 26 & 27 of Student Activity Fund Accounting
29.
Compliance Requirements:
(
Each month-end, the fund custodian will have the responsibility of reconciling the combined total of all individual fund account balances to the combined total of the cash and bank control account balances. Reports of this reconciliation and fund activity must be presented to the board of trustees for their review.  

(
The monthly report to the trustees should consist of the following:  
1.
Statement of receipts, disbursements & fund balance for the extracurricular fund in total and for each fund account.  This statement should include the beginning monthly balance, receipts, disbursements, inter-fund transfers, and ending monthly balance of each fund account.  The report should include the initials of each fund account sponsor and president and/or treasurer acknowledging that the report for each fund account is correct.  The report should also be signed by the fund custodian and approved by the board chair.
2.
Monthly bank and fund reconciliation.  This reconciliation should include (1) the name of the bank and amount shown on the bank statement, (2) a listing of investments, if applicable, (3) deposits in transit, outstanding checks, bank service charges not yet entered in the register, and the reconciled bank balance , (4) cash on hand, and (5) the total fund reconciliation.
3.
Schedule of transfers between fund accounts.  This schedule should include, for each inter-fund transfer made during the month, the transfer number, the amount, the paying account, the receiving account, and the authorization.
Suggested Audit Procedures:
(
Determine that the fund custodian files monthly extracurricular fund financial reports with the board of trustees.

(
Review a sample of these reports and determine that they are in agreement with the extracurricular fund accounting records and that they contain all required financial information, as discussed above.

DESTRUCTION OF RECORDS
Page 28 of Student Activity Fund Accounting
For more information on records retention schedules and records disposal procedures, go to:  http://sos.mt.gov/Records/Local/index.asp 

30.
Compliance Requirement:
(
Upon the order of the board of trustees, a school officer may destroy records that have met the retention period, per the local government records retention and disposition schedules, and, with written approval of the local government records destruction subcommittee provided for in 2-6-403, any records not referenced in the retention and disposition schedule that are no longer needed by the office.  (MCA 20-1-212)
(
A records retention and disposition schedule adopted for school districts can be found on page 33 of Student Activity Fund Accounting.
ANNUAL REPORTING – TRUSTEES’ FINANCIAL SUMMARY (TFS)
31.
Compliance Requirement:
(
School districts should report all the financial activity relating to student extracurricular activity funds on the Trustees’ Financial Summary, within Fund 84, a trust fund.  (ARM 10.10.304)
Suggested Audit Procedures:
(
Verify that the extracurricular fund is reported on the TFS, as a trust fund.

(
Verify that the activities and balances reported on the TFS agree to the extracurricular fund custodian’s accounting records.

(
If the district maintains interim depository accounts for hot lunch and/or driver’s education within the extracurricular fund depository account, ensure that the balances and annual activity of these accounts is omitted from Fund 84 reporting on the TFS.  (NOTE:  All interim depository accounts should have -0- balances at fiscal year end.  The activity of the interim account (receipts and disbursements) should NOT be reported in the extracurricular fund for GAAP year-end financial reporting.  This overstates additions and deductions of the fiduciary funds.)
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