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INTRODUCTION

The powers and duties of the County School Superintendent (CSS) are prescribed by Arizona Revised
Statutes (A.R.S.) Title 15. The CSSis an elected official required by statute to perform a variety of duties
for school digtricts including apportioning school monies; maintaining school district revenue and
expenditure records; processing school district warrants; assisting school districts in the budgeting
process; conducting elections and making appointments of school district governing board members;
administering accommaodation districts; and performing many other administrative duties.

This Uniform Accounting Manual for Arizona County School Superintendents (UAMACSS) was written
pursuant to A.R.S. 841-1279.21(A)(5) to assist the CSS in establishing internal control policies and
procedures that fulfill statutory requirements pertaining to school district financial accounting and
reporting. Policies and procedures based on compliance with statutory requirements must be followed by
the CSS. The adoption of other policies and procedures and the use of sample forms are recommended to
strengthen internal control for accounting and financial reporting. Specific job titles used in describing
procedures are offered only as clarification of the proper division of duties and responsibilities. For
guidance on the accounting and reporting of the county school office’'s own financial activities, refer to
the Uniform Accounting Manual for Arizona Counties.

Sources used in developing this manual include the Arizona Constitution; A.R.S.; Opinions of the
Arizona Attorney Genera; the Codification of Governmental Accounting and Financial Reporting
Sandards published by the Governmental Accounting Standards Board; Government Auditing Standards
issued by the Comptroller General of the United States; and the Codification of Statements on Auditing
Sandards published by the American Institute of Certified Public Accountants.
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CALENDAR OF EVENTS

This calendar of events includes dates specified in A.R.S., the Uniform System of Financial Records for
Arizona School Districts (USFR), and the UAMACSS. So that required dates are met and for interna
planning purposes, the CSS may want to specify additional dates and activities. Where applicable,
reference to additional information discussed in other manual sections is provided.

ANNUAL REQUIREMENTS

N _ Manual
Date Activity Authority Section
By July 1 Receive a certified estimate of the annual tax | A.R.S. 815-993
to be levied from districts establishing high
schools.
Within 5working | Receive an advice of encumbrance from each | A.R.S. 815-906(B) | 8l11-D, Expend-
days after June 30 | district having liabilities payable at June 30. USFR §VI-G and itures
applicable USFR
Memo
July 1 through Draw warrants against encumbered amounts | A.R.S. 815-906(C) | 8l11-D, Expend-
August 29 to pay liabilities of the prior fiscal year. itures
By July 5 Receive a proposed expenditure budget from | A.R.S. 815-905(A) | 8llI-E, Budgets
each district.
By July 18 Receive aletter of notification from each UAMACSS 8l11-C,
district expecting to receive revenues from the Revenues
prior fiscal year during the encumbrance
period.
By July 18 Receive an adopted expenditure budget from | A.R.S. 815-905(E) | 8llI-E, Budgets
each district. Immediately transmit copiesto
the Superintendent of Public Instruction and
board of supervisors.
Beginning of each | Present an estimate of the current year's A.R.S. 815-764(F) |8VI, Special
school year accommodation school exceptional programs Programs
tuition cost to each district that has signed an
exceptional programs agreement.
Beginning of each | Certify to the Arizona Department of A.R.S. 815-1001(B) | 8V, County
school year Education (ADE) the eligibility of children & (C) School Funds
from unorganized territories for
transportation aid, and the amount of
transportation aid.
By August 1 File an estimate of the amount of school A.R.S. 815-991(A) | 8llI-E, Budgets

monies required by each district for the
ensuing year in writing with the board of
supervisors and each district, based on the
district’s adopted budgets. The estimate must
include the additional amounts needed for
each district from primary and secondary
property taxes and certify such amounts to the
board of supervisors.

1/98

-1



CALENDAR OF EVENTS

Date

Activity

M anual

Authority Section

On or before the
10" day prior to
the 3 Monday in
August

Receive from the county assessor the limited
property value of each district for the current
tax year.

A.R.S. 842-301(G) | 8llI-E, Budgets

On or before the

3 day prior to the

3“9 Monday in
August

Recompute and certify in writing the amount
of equalization assistance for education for
each district and the amount needed by each
district from the primary property tax to the
board of supervisors.

Certify in writing to the board of supervisors
the additional amount to be levied.

A.RS. §15-991(B) |S§lII-E, Budgets

& (C)

August 30

Make no further payments from the main-
tenance and operation, capital outlay, and
adjacent ways funds for expenditures of the
prior fiscal year.

AR.S. §15-906(D) | §III-D, Expend-

itures

By September 1

Receive an estimate of the amount of PL 103-
382 monies each district is eligible to receive
during the current year.

A.RS. §15-991(D) |S§lIII-E, Budgets

By September 15

Receive an annual revenue budget from each
district.

A.RS. §15-991(E) |S§lIII-E, Budgets

By October 1

Make an annual report to the Superintendent
of Public Instruction of monies received from
state school funds, special school district taxes,
and other sources; the total expenditures for
school purposes; and the balance on hand to
the credit of each district at the close of the
fiscal year.

8l11-G, Annual
Financial
Reports

A.R.S. §15-302(6)

By October 15

Receive an annual financial report from each
district. Immediately transmit copies to the
Superintendent of Public Instruction.

8l11-G, Annual
Financial
Reports

AR.S. §15-904(A)

By December 1

Fileatranscript of the boundaries of each
district with the board of supervisors and
county assessor.

AR.S. §15-442(A)

By December 18

Receive arevised expenditure budget from
each district whose budget exceeded the
general budget limit or total capital budget
limit by $1,000 or more. Immediately transmit
copies to the Superintendent of Public
Instruction and board of supervisors.

A.RS. §15-905(E) |§lIII-E, Budgets

Before March 1

Receive notification from those districts that
will assume accounting responsibility in the
subsequent fiscal year.

ARS. §15-
914.01(E)

8l11-B, Record-
keeping
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CALENDAR OF EVENTS

N _ Manual
Date Activity Authority Section

Before May 15 Receive arevised expenditure budget from | USFR 8lV and 8lI1-E, Budgets
each district and immediately transmit them to | applicable USFR
the Superintendent of Public Instruction. Memo

At least 45days | Receive notification from the common and A.R.S. §15-328

before July 1 high school districts intending to operate under
asingle administrative program.

By May 31 Issue aservice program progressreport and | A.R.S. 815-365(D) | 8VI, Special
fiscal report including actual expenditures Programs
through March 31 and estimates for the
remainder of the fiscal year to each
participating district and the board of
Supervisors.

By June 1 Receive a statement of the actual amount of A.R.S. 815-991(D) | 8llI-E, Budgets
PL 103-382 monies received during the year
from each district.

Attheend of the | Adjust any over payment of exceptional A.R.S. 815-764(F) | 8VI, Special

school year program tuition by a school district. Programs

After June 30 Transfer to the County School Fund any A.R.S. §815-1000(4) |8V, County
balance remaining in the Special County School Funds
School Reserve Fund and any balances
remaining in the funds of lapsed districts.

PERIODIC REQUIREMENTS
N _ Manual
Date Activity Authority Section

On Jduly 1, Receive quarterly tuition payments from A.R.S. 815-764(F) | 8VI, Special

October 1, January | districts using accommodation school Programs

1, and April 1 exceptional programs.

By the 15" of each | Receive notification of the month-end cash A.R.S. 815-996(4) | 8llI-F, Recon-

month balance of each district account from the ciliations
county treasurer.

By the 2" Monday | Receive notification from ADE of the A.R.S. 815-1001(C) | 8llI-C,

in September, transportation aid apportionment for Revenuesand

December, March, | transporting children from unorganized 8V, County

and June territories to districts. School Funds

Atleast 35days | Prepare and transmit an informational report | A.R.S. 815-481(B) | 8llI-E, Budgets

before adistrict’s
budget override
election

and sample ballot on the proposed budget
increase to the school district governing board.
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ACCOUNTING PROCEDURES
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ACCOUNTING PROCEDURES INTRODUCTION

In order to fulfill statutory duties, the CSS must have access to information regarding district revenues,
budgeted and actual expenditures, and cash balances. Historically, the CSS has maintained access to
district accounting information by keeping separate district accounting records. These records are in
addition to the accounting records kept by districts as required by A.R.S. 841-1346 and the USFR.
However, many superintendents have eliminated or reduced the need for duplicate records through the
use of data processing consortiums, allowing the CSS and the districts access to the same computerized
district accounting records.

An effective accounting system is essential in providing accurate and timely financial information.
Inherent to an effective accounting system are internal controls that provide a plan of organization,
adequate internal checks and balances, and supporting records sufficient to safeguard assets and the
accuracy and reliability of financial records.

An organizational chart showing lines of responsibility is one means of formalizing a plan of
organization. Written job descriptions setting forth the duties and responsibilities of each employee
should support the organizational chart. A good plan of organization should adequately segregate
incompatible functions among employees. Operating and accounting functions should be separated so
one employee does not have both recordkeeping and custodia duties. Where limited personnel prohibit
such segregation of duties, an independent review should be used to compensate.

Internal control objectives related to recordkeeping should include the ability to record, process,
summarize, and report district financial transactions in accordance with professional standards and
statutory requirements. The policies, procedures, sample forms, and compliance checklists contained in
88l11-B through I11-G will assist the CSS in establishing and maintaining an effective system of internal
control.

A number of districts participate in the School District Accounting Responsibility Program. The CSSis
not required to perform accounting and administrative services for those districts.
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ACCOUNTING PROCEDURES RECORDKEEPING
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ACCOUNTING PROCEDURES RECORDKEEPING

ACCOUNTING FRAMEWORK

To fulfill statutory duties, the CSS must have access to school district accounting information. The CSS
may maintain separate records of district financial transactions or may, through the use of a data
processing consortium, share access to such records with individua districts. An effective accounting
system is essential in providing reliable financial information in conformity with generally accepted
accounting principles on a timely basis and safeguarding assets. The accounting system should ensure
that al transactions are recorded in the appropriate accounts, for the actual amounts, and in the
appropriate fiscal year. Additionally, the accounting system should facilitate monitoring school districts
legal compliance with budgetary limits.

Double Entry Accounting System

The CSS should implement a double entry accounting system to provide for the proper recording and
reporting of financial data.

In a double entry accounting system each transaction affects at least two accounts. Therefore, to maintain
the accounts in balance, in any transaction the total amount of debits must equal the total amount of
credits.

A debit or credit will have a different effect on various accounts. A debit does not always indicate an
increase in an account, and a credit does not always indicate a decrease. The following chart shows the
effect of adebit or credit in the accounts.

Debit Credit
Assets L /\ Liabilities
Expenditures é Fund Balance
% o Revenues
Debit — E Credit
Liabilities % Assets
Fund Balance F:E Expenditures
Revenues \/

Chart of Accounts

A chart of accounts provides a basic framework for classifying financial transactions and is a series of
numerical account codes arranged into specific categories of information. The use of a uniform chart of
accounts by the CSS and school districts ensures uniform accounting and reporting of school district
transactions and facilitates the reconciliation of accounts among school districts, the CSS, and the county
treasurer. Further, such uniform practices are necessary to allow legislators and other public officials to
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ACCOUNTING PROCEDURES RECORDKEEPING

consolidate and compare school district financial information among counties and school districts.
Therefore, the records used by the CSS to fulfill their statutory duties must be maintained in
accordance with the USFR Chart of Accounts.

The table below illustrates the required account code format, prescribed by the USFR Chart of Accounts.
Each required element must contain the specified number of digits and must be in the specified location in
the account code structure. Balance sheet and revenues and other financing sources accounts consist of
fund and object code elements only. Other elements are zero filled. Expenditures and other financing
uses accounts consist of fund, program, function, object code, and unit elements.

BALANCE SHEET:
Fund Program Function Object Unit
XXX 000 0000 OXXX 000
REVENUESAND OTHER FINANCING SOURCES:
Fund Program Function Object Unit
XXX 000 0000 IXXX 000 Revenue from local sources
XXX 000 0000 2XXX 000 Revenue from intermediate sources
XXX 000 0000 XXX 000 Revenue from state sources
XXX 000 0000 AXXX 000 Revenue from federal sources
XXX 000 0000 BEXXX 000 Other financing sources
EXPENDITURES AND OTHER FINANCING USES:
Fund Program  Function® Object Unit
XXX XXX XXXX B6XXX XXX (Place optional codes here)

! The first and second digits are required. The third and fourth digits may be used at the district's
option to provide additional function detail.

Specific information concerning the chart of accounts to be used by the CSS is contained in the USFR
manual .

SOURCE DOCUMENTS

Source documents are used to initiate accounting transactions and should be retained to support each
entry recorded in the accounting records (i.e., journas, registers, and ledgers). Examples of cash receipts
source documents include prenumbered cash receipt forms, validated treasurer's receipts, cash register
tapes, and validated bank deposit receipts. Examples of cash disbursements source documents include
vouchers, voucher supplements, and in some cases requisitions, purchase orders, receiving reports, and
vendor invoices.

A journa entry form usually serves as the source document for entries in the genera journal, since it
provides a place to record certain internal transactions that are not initiated by the type of source
documents discussed above. The CSS should maintain adequate segregation of duties in initiating,
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ACCOUNTING PROCEDURES RECORDKEEPING

approving, and recording journal entries, and should review and approve journal entries initiated by CSS
staff before they are recorded in the accounting records.

The CSS should implement a system that prenumbers and numerically controls journal entry forms. Each
journal entry form should contain explanations, attachments, or references to documentary evidence
supporting the entry, and the signature or initias of the individual making the entry and the official
authorized to approve it. Journa entry forms should identify the account codes to be debited and
credited.

JOURNALS

A journal is defined as a book of original entry. Journals provide a chronological, detailed record of daily
financial transactions and support balances in the general ledger accounts. Journals may be posted
manually or generated by computer. The two types of journals are general journals and special journals.
Transactions should be recorded in the appropriate journal by school district and fund.

The following guidelines should be followed in maintaining general and special journals.
Each page should indicate the type of journal, fund, program, and page number.
Each transaction should be coded in accordance with the USFR, 8111, Chart of Accounts.
The date of each transaction (day, month, and year) should be recorded.
The amounts in each column should be totaled for each page, and the debits should equal the credits.

Each genera journal entry should be posted individually to the general ledger. Specid journal entries
should be posted in total monthly. Each amount posted should be cross-referenced to show where the
amount was posted to or from.

General Journal

The general journa is used to record standard monthly journal entries, adjusting entries, and year-end
closing and reversing entries in the general ledger. The following sample entry is made in the general
journal to correct an error in the records of ABC School District No. 8.

GENERAL JOURNAL Page 02
Posted to Amount

Date General
20XX Account Number Account Description Ledger Debit Credit

4/30 | 001-100-2600-6430 | Repair and Maintenance Services X $ 7,000

001-100-4000-6450 Construction Services X $ 7,000

To adjust the accounting records of ABC School District No. 8 for a maintenance service expenditure
incorrectly recorded as construction services.
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ACCOUNTING PROCEDURES RECORDKEEPING

Special Journals

The CSS may use a specia journal to record recurring entries of a particular type. Special journals should
be kept separately by fund and type of transaction. Account codes in specia journals should be grouped
in such away as to facilitate posting to the general ledger. Two of the most common special journals are
described on the following page.

Cash Receipts Journal—The cash receipts journa should be used to record al cash receipts received by or
on behalf of school districts and required to be deposited with the county treasurer. Information that
should be contained in this journa includes the transaction date, district name, source document
identification number (e.g., treasurer’s receipt number), payor, account code, account description, and
amount.

Cash Dishursements Journal—The cash disbursements journal should be used to record al cash
disbursements of school district monies when warrants are issued. Information that should be contained
in this journal includes the transaction date, district name, source document identification number (e.g.,
voucher number), payee, account code, account description, and amount.

REGISTERS

Registers are similar to journals and are used to record the consecutive entry of a certain class of events,
documents, or transactions, with proper notation of all the required detail. A.R.S. 815-306 requires the
CSS to prepare a warrants register. The warrants register is discussed in detail in 8l11-D, Accounting
Procedures—Expenditures.

LEDGERS

General Ledger

The general ledger is the summary of financia transactions and the basis for preparing trial balances and
financial reports. The ledger should be organized by school district, fund, program, function, and object
code according to the USFR Chart of Accounts and this manual. Entries recorded in the journals should
be totaled by fund and posted to the general ledger by object code at least monthly. However, many
systems will post entries to the general ledger automatically.

Examples of possible entriesin the general ledger for the Maintenance and Operation Fund (001) of ABC
School District No. 8 follow.
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ACCOUNTING PROCEDURES

RECORDKEEPING

GENERAL LEDGER Page 01
CASH ON DEPOSIT WITH COUNTY TREASURER
School District: ABC #8
Fund.................. 001 Object................. 0103
Date Amount
20XX Ref. Transaction Description Debit Credit Balance
7/01 Balance Forward $ 82,000
7/31 RJ1 July Receipts $589,000 671,000
7/31 DJ1 July Disbursements $351,500 319,500
GENERAL LEDGER Page 01
REVENUES — STATE EQUALIZATION ASSISTANCE
School District: ABC #8
Fund.................. 001 Object................. 3110
Date Revenues Balance to be
20XX | Ref. Transaction Description Amount To Date Received (Memo)
7/01 GJ2 | Current Year Budget $7,068,000
7/31 RJ1 | First Apportionment of State Aid $589,000 | $589,000 6,479,000
GENERAL LEDGER Page 01
PERSONAL SERVICES - SALARIES
School District: ABC #8
Fund......cccoovvnennnne 001 Function............... 2400
Program................. 100 Object.................6100
Date Disbursements Encumbrances | Unencumbered
20XX | Ref. | Transaction Description | Amount | To Date (Memo) Balance (Memo)
7/01 | GJ2 | Current Year Budget $52,000
7/01 Principal's Contract $51,200 800
7/31 DJ1 | July Disbursements $3,940 $3,940 47,260 800
References:

GJ General Journal
RJ Cash Receipts Journd
DJ Disbursements Journal
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ACCOUNTING PROCEDURES RECORDKEEPING

Subsidiary Ledger

Subsidiary ledgers should be prepared when more detailed information is desired. A subsidiary ledger is
a group of subaccounts, the sum of which should equal the balance in the related general ledger control
account. Entries in the subsidiary ledgers are posted from the special journals. Each entry should be
referenced in the subsidiary ledger to permit tracing to the source document.

Trial Balance

A trial balance is a listing of the account balances in the general ledger and is prepared to ensure that the
general ledger isin balance (i.e., debits equal credits). The CSS can use atrial balance to prepare certain
monthly reports required by A.R.S. and this manual.

ACCOUNTING RESPONSIBILITY PROGRAM DISTRICTS

The CSS is not required to maintain records or perform accounting and administrative services for
districts participating in the School District Accounting Responsibility Program, pursuant to A.R.S.
§15-914.01. Didltricts participating in the program have the authority to prepare their own vouchers and
warrants, verify teaching certificates, record and allocate revenues, and reconcile revenues and
expenditures to the county treasurer's records.
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ACCOUNTING PROCEDURES RECORDKEEPING

COMPLIANCE CHECKLIST

This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over accounting records, and may be used to evaluate compliance with UAMACSS
requirements. Questions are phrased in such a way that "Yes' answers indicate satisfactory conditions,
while "No" answers indicate possible weaknesses that should be corrected.

YES NO

1. Are the duties segregated so that one individual does not have complete
authority over an entire financial transaction?

2. Are accounting records retained in an organized manner that provides quick
access to accounting information?

3. Isaccounting information traceable from source documents to the financial
statements?

4. |saccessto accounting records restricted to authorized individuals?

5. Are accounting records maintained in accordance with the USFR Chart of
Accounts?

6. Areaccounting records protected from environmental hazards such asfire or
flood?

7. Are journa entries supported by documentation, approved by authorized
persons, and effectively controlled?

8. Areschool districts informed in writing, on atimely basis, of all reconciling
or correcting entries and other transactions that affect their records?

9. Areaccounting records retained in accordance with the applicable County or
School District Records Management Manuals prescribed by the State of
Arizona, Department of Library, Archives and Public Records?
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ACCOUNTING PROCEDURES REVENUES
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ACCOUNTING PROCEDURES REVENUES

INTRODUCTION

The CSS should account for school district revenues deposited with the county treasurer. Revenues
deposited with the county treasurer include al school district revenues except auxiliary operations
revenues, grants and gifts to teachers maintained in accordance with A.R.S. 815-1224, monies maintained
for employee insurance programs in accordance with A.R.S. 815-1223, and student activities receipts.
A.R.S. 815-341(A)(20) and (21). The CSSis not responsible for revenues of school districts participating
in the Accounting Responsibility Program pursuant to A.R.S. §15-914.01.

School district revenues may be derived from local, intermediate, state, and federal sources, and may be
received directly by a school district, or by the CSS or county treasurer on the school district’s behalf.

Revenues from local sources include real and personal property taxes, revenue in lieu of taxes, tuition and
transportation fees from private sources and other school districts, earnings on investments, food and
drink sales through the food service program, revenues from community services, proceeds from the sale
or lease of school property, contributions and donations, and other miscellaneous revenues.

Revenues from intermediate sources include County School Fund monies, Specia County Schaool
Reserve Fund monies, and county equalization assistance.

Revenues from state sources include unrestricted grants-in-aid such as state equalization assistance,
additional state aid, certificates of educational convenience, institutional vouchers, and state impact
assistance; and restricted grants-in-aid.

Revenues from federal sources include unrestricted and restricted grants-in-aid such as Federal Impact
Aid (PL 103-382 and 34 Code of Federal Regulations §222.3), Indian education grants-in-aid, nationa
forest fees, and federal reimbursement for food services.

POLICIES

The CSS should implement the following policies to comply with statutory requirements and establish an
effective internal control structure over school district revenues.

1. Cash should be adequately safeguarded.

2. Monies should be deposited with the county treasurer intact daily, if significant, or at least weekly.
3. Theduties of receiving, depositing, and recording revenues should be segregated among employees.
4

Prenumbered and numerically controlled Deposit Transmittals (see page 111-C-10) or Treasurer’'s
Receipts should accompany any monies sent to the county treasurer on the school district’s behalf.

5. The CSS must apportion monies of each school district and provide written notification to the county
treasurer and to the school district of the amounts apportioned. A.R.S. 815-303.

6. Revenues should be properly recorded on a timely basis using the account codes prescribed in the
USFR, 8lll, Chart of Accounts.

7. School districts should be informed in writing, on atimely basis, of all accounting entries that affect
their revenue records, such as reconciling or correcting entries.
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ACCOUNTING PROCEDURES REVENUES

PROCEDURES

Processing Revenues

Revenues may be received by the CSS from or on behalf of school districts. Revenues are generally
accompanied by supporting documents such as Deposit Transmittals, Treasurer’s Receipts, letters of
notification, or computer printouts. The following procedures are suggested for processing school district
revenues:

Performed by Procedure

Mail Clerk 1. Receives cash, checks, warrants, and supporting documentation; counts and
inspects such cash receipts for correct amounts, payees, and endorsements;
and restrictively endorses checks and warrants not already endorsed.

2. Records the date of receipt on the supporting documentation.

3. Reviews supporting documentation for mathematical accuracy and
completeness and reconciles it to accompanying cash receipts. Resolves
differences noted, if cash receipts do not agree with supporting
documentation. Initials supporting documentation to document review.

4. Submits the cash, checks, warrants, and reconciled supporting
documentation to the account clerk.

Account Clerk 5. Prepares a prenumbered Deposit Transmittal in duplicate or a Treasurer’s
Receipt in quadruplicate for remittance to county treasurer, if one has not
already been prepared by the school district. The prepared form should
indicate the date, school district to be credited, fund and object code,
description of the deposit, check/warrant number, and amount. (Note: The
county treasurer may issue blocks of Treasurer’s Receipts to the CSS to be
prepared and submitted with deposits. When this procedure is followed,
the CSS should establish and implement controls over the unissued
Treasurer’s Receipts to help ensure that all Treasurers Receipts are
accounted for and issued sequentialy.)

6. Submits Deposit Transmittal or Treasurer’'s Receipt, cash receipts, and
supporting documentation to the CSS or Deputy CSS for review.

CSS/Deputy CSS 7. Verifies mathematical accuracy and completeness of Deposit Transmittal
or Treasurer's Receipt, and agreement with cash receipts and supporting
documentation.

8. Signsand dates Deposit Transmittal or Treasurer’s Receipt.

9. Returns the Deposit Transmittal or Treasurer’s Receipt, cash receipts, and
supporting documentation to the account clerk.
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Performed by Procedure

Account Clerk 10. Remits cash receipts and the Deposit Transmittal original, or Treasurer’s
Receipt original and two copies, to the county treasurer.

11. Submits Deposit Transmittal copy or Treasurer's Receipt copy and
supporting documentation to the recording clerk.

Recording Clerk 12. Records the Deposit Transmittal or Treasurer's Receipt number, date
prepared, amount, and school district name in the Deposit Transmittal
Control Log (see page 111-C-11) and initials it.

13. Records the revenue in the accounting records by school district, fund,
object code, and Deposit Transmittal or Treasurer's Receipt number, in
accordance with the USFR, 8ll1, Chart of Accounts and this manual.

14. Files Deposit Transmittal copy or Treasurer’'s Receipt copy with the
supporting documentation by Deposit Transmittal or Treasurer’s Receipt
number until the validated Treasurer’s Receipt is returned from the county
treasurer.

Validated Treasurer’s Receipts

The CSSis notified of revenues deposited by or on behalf of school districts when avalidated Treasurer’s
Receipt is received from the county treasurer. The county treasurer may aso distribute copies of the
validated Treasurer's Receipts directly to the school districts or transmit them to the CSS for distribution
to school digtricts. A.R.S. 811-494. The following illustrates procedures when a validated Treasurer’s
Receipt is received.

Performed by Procedure

Recording Clerk 1. Receives the validated Treasurer's Receipt from the county treasurer. |f
the deposit was made by the CSS on the school district’s behalf, records
the date received and the validated Treasurer's Receipt number on the
corresponding line in the Deposit Transmittal Control Log and initialsiit.

2. Reviewsthe validated Treasurer’s Receipt as follows:

For deposits made by the CSS, verifies that the amount recorded on the
validated Treasurer’s Receipt agrees to the Deposit Transmittal copy
or Treasurer's Receipt, and the amount posted to the accounting
records.

For deposits made by entities other than the CSS, obtains supporting
documentation (e.g., letter of notification, computer printout, Deposit
Transmittal), and compares the supporting documentation to the
validated Treasurer’s Receipt

3. Initiads and dates validated Treasurer’ s Receipt to indicate review.
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Performed by Procedure

Recording Clerk 4. Contacts the county treasurer and funding source, if applicable, and
resolves differences when the amount recorded on the validated Treasurer’s
Receipt does not agree with the amount recorded on the supporting
documentation.

5. Submits copy of the validated Treasurer’s Receipt to the school district if a
copy was not submitted directly by the county treasurer.

6. Submits a copy of the supporting documentation (e.g., the pertinent page of
the letter of notification, computer printout, or other supporting
documentation) to each school district along with a copy of the validated
Treasurer’s Receipt, if the validated Treasurer’s Receipt pertains to more
than one school district.

7. Posts the revenues to the accounting records by school district, fund, object
code, and validated Treasurer’s Receipt number in accordance with the
USFR Chart of Accounts and this manual, for revenues deposited with the
county treasurer directly by the school district or other entities.

8. Attaches the CSS copy of the Deposit Transmittal or Treasurer’'s Receipt
and supporting documentation to the validated Treasurer's Receipt and
files by school district. (Note: If the validated Treasurer’s Receipt pertains
to more than one school district, copies of the validated Treasurer’s Receipt
should be made for each school district.)

9. Reviews outstanding Deposit Transmittals or Treasurer’'s Receipts at least
monthly to determine their status. Investigates any Deposit Transmittals or
Treasurer’ s Receipts outstanding for an unusual length of time.

REVENUE APPORTIONMENT

Most monies received by school districts are designated for one specific fund and do not have to be
apportioned among the funds of the school district. When monies received pertain to more than one
school district fund, such as with state equalization assistance, county equalization assistance, property
taxes, and additional state aid, the CSS is responsible for apportioning these monies among the school
district’s funds, and must notify the school district and the county treasurer of the amounts apportioned.
A.R.S. 815-303. The following discussion provides guidance on apportioning these and other revenues
among school district funds.

State and County Equalization Assistance

Equalization assistance payments to school districts are made from county and state funds, and should be
calculated in accordance with A.R.S. 815-971. Equalization assistance is composed of a school district’s
Capital Outlay Revenue Limit, Capital Levy Revenue Limit, and the lesser of its Revenue Control Limit
or District Support Level, less a qualifying tax levy and government property |lease excise taxes received
pursuant to A.R.S. 842-1905 during the preceding fiscal year. These limits are apportioned between the
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school districts M&O and Capital Outlay Funds. Therefore, apportionment of state and county
equalization assistance should be based on ratios calculated from amounts recorded on the school
districts adopted expenditure budgets, as follows. These ratios should be calculated at the beginning of
the fiscal year and used throughout the year.

A = Revenue Control Limit/District Support Level budgeted for the M& O Fund

B = Capital Outlay Revenue Limit budgeted for the M& O Fund

C = Revenue Control Limit/District Support Level budgeted for the Capital Outlay Fund
D = Capital Outlay Revenue Limit budgeted for the Capital Outlay Fund

E = Capital Levy Revenue Limit

M& O Fund ratio = A+B
A+B+C+D+E
Capital Outlay Fund ratio = C+D+E
A+B+C+D+E

The CSS should prepare an apportionment schedule identifying the amount of the total payment received
by each school district that is to be apportioned between the M&O and Capital Outlay Funds of each
school district.

Property Taxes and Additional State Aid

Apportionment of property taxes to school district funds should be based on ratios of the property tax levy
in the budget year for the M&O, Capital Outlay, Adjacent Ways, and Debt Service Funds to the total
property tax levy for each school district. Apportionment of additional state aid should be based on ratios
of the primary property tax levy in the budget year for the M&O and Capital Outlay Funds to the total
primary property tax levy for each school district. The ratios should be calculated after the tax rate is set
by the county board of supervisors. Tax levy amounts should be obtained from either the school districts
revenue budgets or the CSS' Estimate of Monies Required by School Districts prepared in accordance
with A.R.S. 815-991. (See 8llI-E, Budgets, for more information on this report.) The amount to be
levied for the Capital Outlay Fund reported to the board of supervisors should include the amount to be
placed in the reserve of the Capital Outlay Fund in the budget year.

Earnings on Pooled | nvestments

Interest earned on pooled investments is apportioned by the county treasurer either monthly or quarterly
to each school district account based on average daily, weekly, or monthly cash balances in accordance
with the Uniform Accounting Manual for Arizona County Treasurers.

If the county treasurer maintains separate accounts for each school district fund, no further apportionment
is required. However, if the county treasurer maintains only two accounts for each school district, in
addition to the Debt Service and Bond Building Funds, which must be maintained separately, the CSS
should further apportion interest earned from the pooled investments after it has been distributed by the

1/98 [1-C-5



ACCOUNTING PROCEDURES REVENUES

county treasurer. Interest should be apportioned to school district funds based on their proportionate
bal ances during the period such interest is earned and not on the proportionate balances during the period
interest is ultimately collected.

When interest is apportioned monthly by the county treasurer, the CSS may total each fund's beginning
and ending cash balances and divide by two to determine the average monthly balance for the fund.
Alternatively, the average monthly balance may be calculated by totaling each fund's daily or weekly
balances, dividing by the total nhumber of days or weeks in the month, and apportioning interest in
proportion to the resulting average balances.

When interest is apportioned quarterly by the county treasurer, the CSS may total either month-end or
beginning and ending monthly cash balances of each fund for the three months of the quarter and allocate
interest in proportion to these totals.

Theoretically, the CSS should credit interest earned on pooled investments to all funds with positive
balances and charge interest expense to funds with negative balances proportionately. However, as a
more practical alternative, the CSS may choose to apportion interest income to only those funds with
positive balances.

Any of the above methods, or any other reasonable method, may be used to apportion interest earned on
pooled investments, but the method used should be applied consistently.

The following simplified example illustrates the quarterly apportionment of interest earned on
investments based on the average monthly cash balance.

School District XYZ No. 99 Interest to be Apportioned $200

Average Rate Apportionment

Month-End Balance (Total / 3 mos) (Average/ $1,200) (Rate X $200)

Fund 1% 2 3 Total

130 $200 $700 $300  $1,200 $ 400 .33 $ 66
220 100 900 800 1,800 600 .50 100
240 50 200 350 600 200 A7 34
$1,200 1.00 $200

The county treasurer is also responsible for apportioning the change in fair value on pooled investments to
each applicable agency account in accordance with Governmental Accounting Standards Board's
Statement No. 31, Accounting and Financial Reporting for Certain Investments and for External
Investment Pools. If the county treasurer maintains only two accounts for each school district, the CSS
should further apportion the change in fair value on pooled investments after it has been distributed by the
county treasurer.
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Certificates of Educational Convenience

Revenues from certificates of educational convenience should be apportioned to the M&O, Capita
Outlay, and Debt Service Funds based on the related request forms submitted by the school districts to the
Arizona Department of Education.

Tuition

Tuition revenues should be apportioned to the M& O, Capital Outlay, and Debt Service Funds based on
the actual charges to the school district of residence calculated in accordance with A.R.S. §15-824.

Federal Impact Aid

Federal Impact Aid is received by school districts that have a lower property tax base because the
property base includes federal land. To comply with Public Law 103-382 and 34 Code of Federal
Regulations 8§222.3, Federal Impact Aid receipts should be recorded as revenue of the M&O Fund.
However, a portion may be required to be transferred to the Capital Outlay Fund (See USFR 8l11-F, Chart
of Accounts — Authorized Interfund Transfers regarding the Federal Impact Capital Levy Adjustment).

County School Fund Revenues

The CSS may apportion County School Fund revenues to each school district in the county or may
expend these monies on the school districts' behalf. See 8V, County School Funds, for information on
this fund.

YEAR-END PROCEDURES

The CSS must maintain school district accounting records by fiscal year, which begins July 1 and ends
June 30. The proper accounting for revenues, especialy at fiscal year-end, is extremely important to
ensure that revenues are properly stated in the financial statements and Annual Financial Report of each
school district.

School district revenues for the fiscal year ended June 30 that were not received by June 30, but are
expected to be received within 60 days after fiscal year-end, should be recorded in the prior fiscal year's
records. School districts must notify the CSS of the correct fiscal year in which to record the revenues
processed during the 60-day period after fiscal year-end. The CSS should receive from districts a letter of
notification on or before July 18 for revenues that apply to the prior fiscal year. The letter of notification
should indicate the source of revenue, description, amount, fund and account codes to be credited, and the
estimated date of receipt. The unencumbered cash balances remaining in the M& O, Capital Outlay, and
Adjacent Ways Funds after June 30, except for monies accumulated in the reserve of the Capital Outlay
Fund and those monies reverted as provided by A.R.S. §815-991.02, must be used to reduce school district
taxes. A.R.S. §15-906(B).

The following are recommended year-end procedures for recording school district revenues.
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Performed by Procedure
Mail Clerk 1. Receivesthe |etter of notification from the district.
2. Recordsthe date of receipt on the letter of notification and initialsiit.
3. Forwards the letter of notification to the account clerk.
Account Clerk 4. Reviewsthe letter of notification for the inclusion of the following:

Source of revenue
Description
Amount
Fund and account codes to be credited
Estimated date of receipt
5. Contacts the district for additional information if the letter of notification is
incomplete.

6. Veifies through an examination of the year-to-date revenue records that
these revenues have not been received.

7. Initids and dates the letter of notification to indicate review and files the
letter of notification in a suspense file until receipt of the revenues.

8. Natifies the didtrict if revenues are not received by the estimated receipt
date.
If revenues will not be received within the encumbrance period as
previously estimated, reduces the estimated beginning cash balance of
the new fiscal year accordingly.

If revenues will be received within the 60-day period, documents the
revised estimated date of receipt on the letter of notification.

9. When the revenues are received, processes them in accordance with the
recommended procedures on page | 11-C-2. At the time of processing, the
letter of notification should be reconciled to the validated Treasurer's
Receipt and filed with the Advice of Encumbrance (See 8llI-D,
Expenditures, for discussion on Advice of Encumbrance.).
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COMPLIANCE CHECKLIST

This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over revenues, and may be used to evaluate compliance with UAMACSS requirements.
Questions are phrased in such a way that "Yes' answers indicate satisfactory conditions, while "No"
answers indicate possible weaknesses that should be corrected.

YES NO

1. Are the duties of receiving, depositing, and recording revenues segregated
among employees?

2. Iscash adequately safeguarded?

3. Are monies deposited with the county treasurer intact daily, if significant,
or at least weekly?

4. Areal monies deposited with the county treasurer by the CSS accompanied
by a prenumbered and numerically controlled Deposit Transmittal form or a
Treasurer's Receipt?

5. Arecopies of validated Treasurer's Receipts received and maintained on file
by the CSS for all school district revenues deposited with the county
treasurer?

6. Are validated Treasurer's Receipts for all deposits reconciled to the CSS
school district accounting records and copies of Deposit Transmittals or
Treasurer's Receipts?

7. If acopy of the validated Treasurer's Receipt is not sent directly to the
school district by the county treasurer, is a copy of the validated
Treasurer’ s Receipt submitted by the CSS to the school district?

8. Are revenues, including state and county equalization assistance, property
taxes, earnings from pooled investments, and tuition, properly apportioned
among school district funds?

9. Are revenues properly recorded on a timely basis using the account codes
prescribed in the USFR?

10. Areschooal districts informed in writing, on atimely basis, of all accounting
entries affecting their revenue records, such as apportionments, and
reconciling or correcting entries?

11. Doesthe CSSreceive aletter of notification on or before July 18, from each
district that expects to receive revenues after June 30 for the prior fiscal
year?
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No. _(prenumbered)
Date

COUNTY SCHOOL SUPERINTENDENT’S OFFICE
DEPOSIT TRANSMITTAL

Object Check/
School District Fund Code Revenue Description Warrant # Amount

$

TOTAL DEPOSITED $

Authorized Signature Date
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DEPOSIT TRANSMITTAL CONTROL LOG

VALIDATED TR

Deposit Transmittal| Date | Total Deposit School Date
or TR# Prepared Amount District Initials | Received TR# Initials
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INTRODUCTION

The CSS is required by statute to perform a variety of tasks related to school district expenditures. The
CSS receives school district expenditure vouchers and issues warrants if adequate budget capacities exist
for budget-controlled funds and adequate cash balances exist for cash-controlled funds. At fiscal year-end,
school districts must submit to the CSS an Advice of Encumbrance to identify amounts to be encumbered
to pay for goods and services received but not paid for by June 30. This allows the CSS to accurately
record expenditures processed during the encumbrance period in the correct fiscal year.

The CSS is not responsible for expenditures of school districts participating in the Accounting
Responsibility Program pursuant to A.R.S. §15-914.01.

POLICIES

The CSS should implement the following policies to comply with statutory requirements and maintain
adequate internal control over school district expenditures:

1. The duties of recordkeeping, warrant custody, and warrant authorization should be segregated among
employees.

2. The CSS must draw warrants on the county treasurer for all necessary expenses against school
districts funds. The warrants must be drawn in the order vouchers are filed with the CSS.
A.R.S 8§15-304.

3. The CSS may draw warrants for school district expenditures only on vouchers signed by a majority of
the governing board. Vouchers may be signed by school district governing board members between
board meetings provided a resolution to that effect was passed by the board prior to signing the
voucher and the voucher is ratified at the next governing board meeting. A.R.S. 815-321(G).

4. The CSS may not draw warrants on school district levy funds (M&O, Capital Outlay, and Adjacent
Ways Funds) or federal and state grant funds in excess of the adopted budgets except as follows:
A.R.S. §15-304.

Expenditures authorized by the county board of supervisors as provided in A.R.S. §15-907.

Expenditures in excess of the amount budgeted for the Capital Outlay Fund, if authorized by the
governing board at a public meeting and monies are available in the Capital Outlay Fund Reserve.
A.R.S. 815-905(G).

Expenditures in excess of the amount budgeted for a subsection of the M& O Fund, if authorized
by the governing board at a public meeting and the total M&O Fund budget is not exceeded.
A.R.S. 815-905(G).

5. The CSS may not draw warrants on school district cash-controlled funds unless sufficient cash is
available in the funds. However, if the county treasurer maintains two accounts as prescribed in
A.R.S. 815-996, and the expenditures have been included in the budget section of the approved
federal or state grant application, then the CSS may draw warrants against the state and federal grants
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regardless of whether sufficient cash is available in the funds. Cash-controlled funds are all funds
other than levy funds. A.R.S. 815-304.

6. The CSS must maintain awarrants register that shows the funds from which the warrants have been
drawn, the number of warrants, the payees, and for what purpose the warrants have been drawn. A
receipt from the authorized school district employee to whom the warrants were delivered must be
retained. A.R.S. §15-306.

7. Warrants should be prenumbered and numerically controlled.

8. Blank warrants and signature facsimile plates should be physically safeguarded and access to each
restricted to different designated custodians.

9. If awarrant has been lost or destroyed before payment, the CSS may issue a duplicate warrant in
accordance with A.R.S. §11-632.

10. The CSS should charge expenditures to the proper school district fund, program, function, and object
codes in accordance with the USFR, 8ll1, Chart of Accounts.

11. If the county treasurer maintains a school district’'s M& O, Capital Outlay, and Adjacent Ways Funds
in one account, the CSS should charge interest expense from registered warrants on that account to
the school district fund or funds that had the negative balances at the time the warrant was registered,
regardless of the fund on which the warrant was drawn.

12. If the county treasurer maintains a school district’'s M& O, Capital Outlay, and Adjacent Ways Funds
in one account, the CSS should charge interest expense from revolving lines of credit to the school
district fund or funds that utilized the revolving line of credit.

13. The CSS must maintain a list of individuals who wish to receive invitations to bid on school district
construction projects under the simplified school construction procurement program. The list must be
made available for public inspection, and must be provided to school districts upon request.
A.R.S. 815-213(A).

14. The CSS must receive an Advice of Encumbrance prepared in accordance with the USFR from each
school district. The CSS must encumber amounts as are necessary and available to pay the liabilities
of the school district, and may draw warrants against the encumbered amounts for a period of 60 days
after the close of the fiscal year. A.R.S. 815-906.

In addition to the above policies, the CSS should implement the following payroll policies:

1. The CSS should obtain records of certification for certified employees from either the school district
or the certified employee when the employee is hired or a certificate is renewed. A.R.S. §15-502(B).

2. The CSS must maintain a record of effective dates and expiration dates of teachers and
administrators’ certificates. A.R.S. §15-302(9).

3. The CSS may draw a warrant for payment of a teacher’s, substitute teacher’s, or administrator’'s
salary only if the employee islegally certified during the fiscal year in which the employee's salary is
paid. A.R.S. §15-302(9).
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PROCEDURES

Voucher Processing

The following procedures are recommended to assist the CSS in fulfilling the responsibilities prescribed
by statute; specific procedures may vary depending on size, organization, and degree of automation:

Performed by Procedure

Mail Clerk 1. Receives voucher package including any supporting documentation from
school district and records the date of receipt on the voucher cover sheet.

2. Records the voucher number, school district name, initias, and date
received in the Voucher Control Log (see page I11-D-17).

3. Submits the voucher package to the account clerk for review.

Account Clerk 4. Verifies that the voucher package is complete, and that the voucher cover
sheet includes the signatures of the school administrator and a majority of
the governing board members. (Per A.R.S. 815-321(F), a mgjority of the
entire governing board constitutes a quorum for the transaction of
business.)

5. Compares governing board members signatures to signature cards on a
test basis. If the signature was affixed by a signature stamp, examines the
letter from the governing board member authorizing the use of such
signature stamp.

6. Verifies that the voucher cover sheet is supported by a voucher
supplement.

7. Totals expenditures by fund on the voucher supplement and compares
these totals to the fund totals on the voucher cover sheet to ensure
agreement.

8. Totals expenditures on the voucher supplement by vendor and compares
these amounts to the related warrant amount on the supplement to ensure
agreement.

9. Compares fund totals on the voucher cover sheet to the school district’s
accounting records as follows:

For budget-controlled funds, compares fund totals to unexpended
budget balances to determine if sufficient budget capacity is available.

For cash-controlled funds, compares fund totals to cash baances to
determine if sufficient cash is available.
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Performed by

Procedure

Account Clerk 10.

11.

12.

13.

Notifies the school district of problems noted during the voucher review.
Obtains permission from the school district to make necessary changes to
the voucher. If the voucher needs to be increased as a result of errors noted
during the review, requests a revised voucher, approved by the school
district governing board, that reflects the increased total. If the voucher
needs to be revised downward, records the revised tota on the voucher
supplement.

(Note: Warrants should not be issued for amounts in excess of unexpended
budget balances in budget-controlled funds, and should not be issued for
amounts in excess of cash balances in cash-controlled funds. If the
voucher needs to be revised for either of these circumstances, the reason
for the adjustment should be recorded in the Voucher Control Log.)

Records voucher review completion date in the VVoucher Control Log and
initials.

Posts the expenditures to the accounting records by school district, fund,
program, function, and object codes.

Forwards the voucher package to the warrant clerk for warrant processing.

(Note: The CSS may not refuse to issue warrants for payment of properly
presented school district vouchers.)

Warrant Preparation and Distribution

Warrants may be generated manually or by machine. However, internal accounting controls over warrant
issuance and information recorded on the warrants should be the same, regardiess of the method of
preparation. Therefore, the following recommended procedures should be implemented for warrant

preparation and distribution:

Performed by Procedure
Warrant Custodian 1. Receives the supply of prenumbered warrant stock from the printer.
2. Examines the warrant stock to ensure that the complete order has been
received.
3. Records the beginning and ending warrant number, initials, and date
received in the Warrant Control Log (see page I11-D-18).
Warrant Clerk 4. Upon receiving the voucher package from the account clerk, determines the
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Performed by Procedure
Warrant Custodian 5. Records the beginning and ending warrant numbers issued in the Warrant
Control Log. Warrants should be issued to the warrant clerk in numerical
sequence.

6. Distributes the warrants to the warrant clerk for warrant preparation.

Warrant Clerk

\]

. Initials and dates the Warrant Control Log upon receipt of the warrants.

8. Prepares the warrants in numerical sequence from information recorded on
the voucher supplement, including payee, school district, account codes,
and amount.

9. Prepares the Warrant Register (see page I11-D-19) in duplicate. Warrants
should be recorded in the Warrant Register in numerical sequence.

10. Returns al unused and spoiled warrants to the warrant custodian.

11. Submits the completed warrants, voucher package, and both copies of the
Warrant Register to the account clerk.

Account Clerk 12. Reviews the warrants by comparing the warrant number, payee, account
code, and amount recorded on the warrants to the information recorded on
the voucher package and Warrant Register to ensure that the warrants are
correct. (Note: This may be done on atest basis.)

13. Resolves differences noted during review. If any warrants are incorrect,
marks incorrect warrants as “VOID” on the warrant and in the Warrant
Register and forwards them to the warrant custodian. Prepares a written
request for new warrants, noting the necessary corrections on the request
(Steps 5-13 are repeated for any incorrect warrants).

14. Records the numerical sequence and date of the warrants in the VVoucher
Control Log.

15. Files the voucher package by school district and date.

16. Obtains the facsimile signature plate from the signature plate custodian.
Records date and time of receipt and initials in Signature Facsimile Plate
Control Log (see page I11-D-20).

17. Records the beginning meter number from the warrant signature machine
in the Warrant Signature Machine Meter Control Log (see pagelll-D-
21).

18. Processes completed warrants through the warrant signature machine.

19. Records the ending meter number from the warrant signature machine and
difference in the Warrant Signature Machine Meter Control Log.

20. Initials and dates the log.

21. Submits warrants and copy one of the Warrant Register to the mail clerk.
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Performed by

Procedure

Account Clerk

Signature Plate
Custodian

Mail Clerk

Account Clerk

Warrant Custodian

1/98

22.

23.

24,

25.
26.

27.

28.

29.
30.

32.

33.

Returns the facsimile signature plate to the signature plate custodian along
with copy two of the Warrant Register.

Initials and records date and time of receipt in Signature Facsimile Plate
Control Log.

Reconciles number of warrants processed through warrant signature
machine (as recorded in Warrant Signature Machine Meter Control
Log) to warrants recorded in the Warrant Register. Differences noted
during reconciliation should be resolved immediately. Initials and dates
Warrant Signature Machine Meter Control Log as proof of reconciliation.

Forwards copy two of the Warrant Register to the mail clerk.

Receives warrants and copy one of the Warrant Register from the account
clerkk and copy two of the Warrant Register from the signature plate
custodian.

Distributes the warrants and copy one of the Warrant Register to the school
district.

Obtains areceipt for the warrants distributed as follows.

If the warrants are delivered to a school district courier, obtains the
signature of the courier on copy two of the Warrant Register.

If the warrants are mailed to the school district, mails the warrants and
copy one of the Warrant Register by certified mail. Attaches the
signed receipt to copy two of the Warrant Register.

Submits copy two of the Warrant Register to the account clerk.

Files copy two of the Warrant Register by school district with the related
voucher package.

. Records the beginning and ending numbers in the Warrant Control Log

of the warrants returned in steps 10 and 13, and enters initials and the date
for receipt of the returned warrants.

Voids spoiled warrants using the following procedures:
Records the word “VOID” on the face of the warrant.
Tears the signature block off the voided warrant.

Files the voided warrants in numerical sequence.

EXPENDITURES
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Warrant Stop Payments

The following recommended procedures should be implemented for warrant stop payments:

Performed by

Procedure

Account Clerk

1/98

. Receives arequest from the school district for stop payment on awarrant.

. Examines the outstanding warrants listing to determine whether the warrant

is outstanding or has been paid. If necessary, requests the status of the
warrant from the county treasurer.

(Note:  The county treasurer must provide a paid warrants listing to the
CSS monthly.  From this listing, the CSS must prepare a listing of
outstanding warrants. See 8l11-F, Reconciliations.)

. If the warrant has been paid, notifies the school district and forwards a

copy of the paid warrant, if requested.

. If the warrant is outstanding, sends a written stop payment notice to the

county treasurer to cancel the warrant. The notice must include the
number, amount and date of the warrant, the payee, and the account code
on which the warrant was drawn. Deletes the warrant from the outstanding
warrants listing.

. If a duplicate warrant will not be issued to replace the original warrant,

prepares and posts one of the following journal entries to the accounting
records.

If the warrant is stopped within the fiscal year in which the warrant
was issued, reverses the entry made to record the expenditure.

If the warrant is stopped after the fiscal year of issuance, credits other
revenue for the amount of the warrant.

. Records the warrant date and number, payee, amount, school district,

account codes, and stop payment date in the Warrant Stop Payment
Register (see page l11-D-22).

. Allows sufficient time for the county treasurer to process the stop payment

notice. Verifies that the county treasurer has canceled the designated
warrant as follows:

If the CSS is on-line with the county treasurer, verifies the warrant has
been stopped.

If not on-line, requests written confirmation from the county treasurer
that payment has been stopped.

EXPENDITURES
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Duplicate Warrants

The CSS may not issue a duplicate warrant to replace alost or stolen warrant until awritten stop payment
notice has been sent to the county treasurer. The following recommended procedures should be
implemented for duplicate warrants:

Performed by Procedure

Account Clerk 1. Confirms stop payment notice was properly issued. (See Warrant Stop
Payments procedures, page I11-D-7.)

2. Completes procedures for issuing duplicate warrants, as prescribed by the
county board of supervisors.

3. Prepares a request for duplicate warrant including the payee, account code,
and amount. Submits request to the warrant clerk.

Warrant Clerk 4. Prepares warrant in same manner as other warrants. (See Warrant
Preparation and Distribution beginning on page 111-D-4.) Stamps the
duplicate warrant “duplicate” so that its character is readily ascertained.

5. Submits the warrant and two copies of the Warrant Register to the
account clerk.

Account Clerk 6. Records the duplicate warrant date, number, and amount in the Warrant
Stop Payment Register on the corresponding line.

7. Reviews and distributes the warrant and copy one of the Warrant Register
in the same manner as other warrants. (See Warrant Preparation and
Distribution, page 111-D-4.)

8. Files the Warrant Stop Payment Register and copy two of the Warrant
Register.

SCHOOL DISTRICT REVOLVING ACCOUNTS

The CSS may allow school districts to establish M& O Fund or Food Service Fund revolving accounts. A
warrant may not be drawn for the M&O Fund or Food Service Fund revolving account unless each
designated custodian is bonded for an amount equal to twice the amount of the fund.

The CSS should establish the revolving accounts by debiting “cash in bank” and crediting “cash on
deposit with the county treasurer” in accordance with the USFR, 8lI1, Chart of Accounts. The CSS may
replenish the revolving accounts upon receipt of properly approved vouchers and supporting
documentation from the school districts. (The CSS should follow the procedures recommended for
Voucher Processing and Warrant Preparation and Distribution discussed earlier in this section.)

M & O Fund Revolving Account

The CSS, upon receipt of a voucher and application from the governing board, may issue a warrant to a
school district to establish a M&O Fund revolving account. The application must include the purposes
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for which the account is required, the amount needed, the name of the custodian, and evidence the
custodian is properly bonded. Information provided in the voucher and application should agree. The
maximum allowable amount is 50 cents for each student, with a limit of $10,000 for elementary or high
school districts and $20,000 for unified school districts, except as follows.

1. If the student count of an elementary or high school district is fewer than 10,000 students, the CSS
may alow up to $5,000 in the revolving account.

2. If the student count of a unified school district is fewer than 20,000 students, the CSS may allow up
to $10,000 in the revolving account.

The CSS should draw the warrant against the M&O Fund of the school district. The revolving account,
as stated in A.R.S. §15-1101, may be used by school districts only for activities that require immediate
cash outlays such as postage, freight, express, fuel taxes, parcel post, travel, or other minor disbursements.
Schooal districts may not pay salaries and wages from this account.

Food Service Fund Revolving Account

The CSS may issue awarrant to a school district to establish a Food Service Fund revolving account. The
amount of the revolving fund may not exceed $500.

The CSS should draw the warrant against the Food Service Fund of the school district. The revolving
account, as stated in A.R.S. 815-1154, may be used by school districts only for payment of freight on
commodities, the purchase of food required in emergencies, employment of temporary personnel for
employment that does not exceed eight hours per person, or other minor disbursements.

PROCESSING PAYROLL

If the CSS prepares the payroll for small school districts, see the USFR, 8VI-H, Payrall, for a discussion
of the recommended procedures.

Payroll Vouchers—A school district must submit payroll vouchers approved by the school district
governing board to the CSS before payroll warrants may be drawn. Total payroll charges should include
the amounts required to be paid by the school district for old-age, survivors, and disability insurance
(OASDI); Medicare tax; and state retirement. School districts may choose to submit separate vouchers
for these contribution amounts.

The payroll voucher should be accompanied by sufficient supporting documentation. The detail and
volume of the supporting documentation may vary based on whether the CSS is processing payroll on
behalf of the school district.

Payroll vouchers should be processed in the same manner as expenditure vouchers. (See Voucher
Processing and Warrant Preparation and Distribution discussions in this section.) However, the CSS
should follow the additional steps noted below when processing payroll vouchers.

Performed by Procedure

Account Clerk 1. Receives the payroll voucher and supporting documentation from the
district.
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Performed by

Procedure

Account Clerk

1/98

voucher cover sheet fund totals.

. Veifies that the payroll register or prepayroll register is adequately

supported by payroll records.

. Obtains the Record of Certification of Teachers and Administrators

(See page 111-D-23). Compares to payroll register or prepayroll register to
determine that valid certificates are recorded for all certified administrators
and teachers. Initials and dates the voucher to indicate this verification.

(Note: If avalid certificate is not on file for an employee on the payroll
register or prepayroll register, the CSS should notify the school district,
and should withhold the employee’ s payroll warrant until avalid certificate
isreceived and recorded.)

. Verifies the mathematical accuracy of time sheets, if any, submitted for

hourly employees. Initials and dates the time sheets to document review.

(Note: If any errors are noted on time sheets, the account clerk should
contact the school district to resolve the discrepancies, and make the
necessary corrections to the time sheets.)

. If the school district submitted a prepayroll register, prepares the current

period payroll register from the prepayroll register, time sheets, and other
payroll documentation.

7. Reviews the payroll register as follows:

Verifies the mathematical accuracy of the payroll register.

Checks the distribution of payroll charges within each fund and
compares the totals by fund to the payroll voucher.

Reviews al gross pay amounts over a predetermined amount for
accuracy.

Performs reasonableness tests, on a test basis, for occurrences such as
excessive hours worked, greater than expected payroll rates, and
deductions that exceed a specific percentage of gross pay.

8. Resolves differences noted with the school district prior to processing the

payroll warrants.

9. Submits the voucher package to the warrant clerk for warrant preparation.

(See Warrant Preparation and Distribution beginning on page I11-D-4.)

EXPENDITURES

2. Compares the payroll register or prepayroll register fund totals to the
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REVOLVING LINESOF CREDIT

A school district may use a revolving line of credit for the payment of warrants if the county board of
supervisors has entered into an agreement with a financial institution to obtain a line of credit for the
school district. The revolving line of credit is controlled by the county treasurer, and may be used to pay
warrants drawn on the M& O, Capital Outlay, and Adjacent Ways Funds if sufficient cash is not available
to pay these warrants. A.R.S. §11-604.01.

At the time the revolving line of credit is accessed, the county treasurer will notify the school district of
its account balances, and the amount of the revolving line of credit used. When sufficient monies become
available, the county treasurer will repay the revolving line of credit on behalf of the school district. The
school district will be notified of its account balances at the time the revolving line of credit is repaid, the
amount of the repayment, and any interest paid on the revolving line of credit.

If the county treasurer maintains the school district’s M& O, Capital Outlay, and Adjacent Ways Funds in
one account, the CSS should allocate the revolving line of credit used and repaid to the appropriate funds.
In addition, the CSS should allocate interest expense paid on the revolving line of credit to the appropriate
funds using a reasonable allocation method.

YEAR-END PROCEDURES

Accounting for expenditures is extremely important to ensure that expenditure budgets and budget limits
are not exceeded and that expenditures are properly reported in the financia statements and AFR of each
district.

School districts must notify the CSS of the correct fiscal year in which to record expenditures processed
during the 60-day period after fiscal year-end.  Districts must submit an Advice of Encumbrance,
indicating the amount, by fund, that must be encumbered to pay for goods and services received but not
paid for by June 30. Receiving an Advice of Encumbrance enables the CSS to estimate the beginning
cash balances of the new fisca year for each district fund and amounts needed from primary and
secondary property taxes. The unencumbered cash balances remaining in the M& O, Capital Outlay, and
Adjacent Ways Funds after June 30, except for monies accumulated in the reserve of the Capital Outlay
Fund and those monies reverted as provided by A.R.S. 815-991.02, must be used to reduce school district
taxes. A.R.S. 815-906(B).

Advice of Encumbrance

School districts must prepare a list of liabilities, by fund, for goods or services received on or before
June 30 and not paid by that date. An Advice of Encumbrance (Advice) is prepared from this list of
liabilities in accordance with the most recent USFR memorandum providing the format for the Advice.
The CSS must receive this Advice by the fifth working day after June 30. The amounts on the Advice
should include all accounts payable, contracts payable, and accrued wages and salaries, as of June 30.

An Advice of Encumbrance Control Log (see page I11-D-24) should be used to monitor the receipt from
each district, and to document the return of forms to districts for revision when necessary. Districts that

1/98 [11-D-11



ACCOUNTING PROCEDURES EXPENDITURES

have not submitted an Advice by the fifth working day after the close of the fiscal year should be notified
immediately.

The CSS should use an Encumbrance Schedule (see page I11-D-25) to monitor each district’s remaining
encumbered balance by fund. The amounts from each district’s Advice are recorded by fund on the
district’s Encumbrance Schedule. Encumbrance vouchers and revisions to the Advice are recorded either
as additions or subtractions by fund on the schedule. The encumbrance schedules should always indicate
the current encumbered balance of each fund.

The following are recommended procedures for the CSS' review of the Advice of Encumbrance:

Performed by Procedure

Mail Clerk 1. Records the name and number of each school district on the Advice of
Encumbrance Control Log (Control Log).

2. Receives the Advice from the district and initials and dates the Control
Log.

3. Forwards the Advice to the account clerk for review.
Account Clerk 4. Reviews the Advice as follows;

Reviews estimated expenditure amounts of each fund for
reasonableness.  Estimated expenditures above a predetermined
amount should be reviewed with supervisory personnel.

Compares the amounts listed on the Advice by fund to the remaining
balances according to the CSS accounting records as of June 30, as
follows:

=  Compares the encumbrance amount to the unexpended budget
balance for budget-controlled funds to ascertain that the
encumbrance amount will not cause the fund’'s budget to be
exceeded.
=  Compares the encumbrance amount to the cash balance plus
accrued revenues for cash-controlled funds to determine whether
sufficient cash is available.
5. If an amount recorded on the Advice is greater than the applicable
remaining budget or cash balance, returns the Advice to the chief
administrator of the district.

6. Records the reason for return in the Control Log and initials and dates the
log.

7. 1f the Advice does not need to be returned to the district, records the
encumbered amounts from the Advice by fund on the district’'s
Encumbrance Schedule and makes the corresponding journal entry.
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Performed by Procedure

Account Clerk 8. Calculates the estimated ending cash balance by deducting the encumbered
amount of each fund from the ending cash balance at June 30 and adding
any accrued revenues at June 30 (see8llI-C, Revenues, for year-end
revenue procedures).

9. Records the estimated ending cash balance of each fund as the estimated
beginning cash balance in the accounting records of the new fiscal year.

10. Filesthe Advice by district.

Encumbrance Vouchers

During the 60-day period following fiscal year-end, the CSS must maintain separate accounting records
of each district fund for prior and current fiscal years. Goods and services received by districts on or
before June 30 and not paid for by that date must be paid within 60 days after the close of the fiscal year,
from monies of the prior year. Such expenditures must be submitted by districts on encumbrance
vouchers, and the CSS must record them in the accounting records of the prior fiscal year. After
expiration of the 60-day period, the remaining encumbered balances lapse and no further payments may
be made on any claim of the prior fiscal year from the M& O, Capital Outlay, and Adjacent Ways Funds.

The following are recommended procedures for processing encumbrance vouchers:

Performed by Procedure

Account Clerk 1. Receives the encumbrance voucher from the district.

2. Compares the encumbrance voucher cover sheet fund totals to the
remaining encumbered amount, by fund, as shown on the Encumbrance
Schedule.

3. If an encumbrance voucher fund total exceeds the remaining encumbered
amount, but sufficient cash or budget balance is available, requests that the
district submit a revised Advice of Encumbrance. If sufficient cash or
budget balance is not available, returns the encumbrance voucher to the
school district.

4. Records in the accounting records of the prior year and on the
Encumbrance Schedule the amount of the expenditures by fund and
voucher.

5. Reviews and processes the encumbrance voucher in accordance with the
procedures outlined in this section.

Revisionsto the Advice of Encumbrance

The school district should submit a revised Advice when amounts recorded on the original Advice exceed
the applicable budget or cash balance. Districts must also submit a revised Advice when actua invoices

1/98
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exceed amounts encumbered and the amount initially encumbered is not sufficient for all encumbrance
vouchers to be processed.

The revised Advice should indicate the total that should be encumbered for each fund. The CSS should
follow the procedures for the review of the Advice when processing the revised Advice.

When the revised Advice increases amounts encumbered on the original Advice, procedures 1 through 3
on page I11-D-12 should be followed and the procedures outlined below should be substituted for
procedures 4 through 10.

Performed by Procedure

Account Clerk 1. Caculates the additional amount being encumbered on the revised Advice
for each fund by referring to the original Advice.

2. Compares, by fund, the additional amount to be encumbered to the
unencumbered budget or cash balance as applicable.

3. If the additiona amount to be encumbered exceeds the applicable
unencumbered budget or cash balance, returns the revised Advice to the
district.

4. If the additional amount to be encumbered does not exceed the applicable
unencumbered budget or cash balance, records the additional amount to be
encumbered on the Encumbrance Schedule.

5. Reduces the estimated beginning cash balance in the accounting records of
the new fiscal year by the additional amount encumbered.

6. Filesthe revised Advice of Encumbrance by district.

End of the 60-Day Encumbrance Period

After the end of the 60-day encumbrance period, the CSS may no longer draw warrants for any claim for
expenditures of the previous fiscal year from the M& O, Capital Outlay, and Adjacent Ways Funds. The
accounting records for such fiscal year must be closed and the actual ending cash balance of each fund
becomes the beginning cash balance for the subsequent fiscal year.

The following are recommended procedures to be performed at the end of the 60-day encumbrance
period.

Performed by Procedure

Account Clerk 1. Verifies the mathematical accuracy of the Encumbrance Schedule.
2. Calculates the adjustment to cash balance by fund.

3. Prepares adjusting journa entries as needed to revise the July 1 estimated
beginning cash balances to the actual cash balance for each fund.

1/98
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This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over expenditures, and may be used to evaluate compliance with UAMACSS requirements.
Questions are phrased in such a way that “Yes’ answers indicate satisfactory conditions, while “No”

COMPLIANCE CHECKLIST

answers indicate possible weaknesses that should be corrected.

Expenditures

1.

10.

11.

12.

13.

Are the duties of preparing warrants, distributing warrants, and maintaining
accounting records segregated among employees?

. Isaproperly authorized voucher received before warrants are prepared?

. Are vouchers signed by a district administrator and a majority of the

governing board members?

. Are warrants prenumbered and sequentially issued in the order vouchers are

filed with the CSS?

. Is there verification of sufficient budget capacity for budget-controlled funds

and sufficient cash balances for cash-controlled funds before warrants are
issued?

. Are the supply of unused warrants and the signature facsimile plates, if used,

adequately safeguarded and is access to each restricted to different
custodians?

. Are spoiled and voided warrants mutilated to prevent reuse and kept on file

for subsequent inspection?

. Are warrants recorded in numerical sequence on a Warrant Register and

Warrant Control Log?

. Are the warrants compared to the voucher and Warrant Register, and payroll

register if applicable, before issuance to school districts?

Are outstanding warrants compared to the paid warrants listing before a stop
payment request is processed?

Are expenditures posted to the accounting records for the appropriate school
district in accordance with the USFR, 8111, Chart of Accounts?

Isinterest on registered warrants or revolving lines of credit properly charged
to school district funds?

Are revolving accounts established only upon receipt of a properly completed
voucher and letter of application, if applicable?

1/98

EXPENDITURES

YES

NO
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14. Are the amounts of the revolving accounts restricted to the amounts
authorized in statute?

15. Are revolving account custodians properly bonded before revolving accounts
are established?

Payroall

16. If the CSS processes payroll on behalf of the school district, are payroll
registers supported by time summaries and properly authorized notifications
of employment, terminations, pay rate changes, and withholding and
voluntary deduction authorization forms?

17. Are payroll warrants compared to the payroll register on a test basis prior to
distribution to employees?

Y ear-End Procedures

18. Does the CSS receive an Advice of Encumbrance from all districts with
liahilities payable at fiscal year-end? Is each Advice received by the fifth
working day after June 307 If not, are the applicable districts notified?

19. Is each Advice of Encumbrance reviewed to determine that the amount to be
encumbered is less than the unexpended budget balance for budget-controlled
funds, or that there is sufficient cash available for cash-controlled funds?

20. Isan Encumbrance Schedule used for each district to monitor the remaining
encumbered balance of each fund?

21. When encumbrance vouchers are received, is the fund total compared to the
remaining encumbered amounts shown on the Encumbrance Schedule?

22. Are didtricts required to submit a revised Advice of Encumbrance when the
origina amounts exceed the budget or cash balance, or when actual invoices
exceed the amounts encumbered?

23. During the 60-day period following fiscal year-end, are separate current- and
prior-year accounting records maintained for all funds?

24. s the estimated ending cash balance of each fund at June 30 determined and
recorded as the estimated beginning cash balance in the accounting records of
the new fiscal year?

25. Are the accounting records for each district closed after the 60-day
encumbrance period?

26. Are adjusting journa entries prepared for each fund to revise the July 1
estimated beginning cash balance based on the actual cash balance at the end
of the encumbrance period?

1/98

YES

NO

EXPENDITURES
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VOUCHER CONTROL LOG

EXPENDITURES

Voucher Received| Voucher Reviewed Warrants Issued
Voucher Beginning Ending Reason Warrants
Number School District By Date By Date Date Number Number Not Issued
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WARRANT CONTROL LOG

EXPENDITURES

Warrantsfrom Printer

WarrantsIssued for Processing

Warrants Returned from Processing

Beginning | Ending Received Beginning | Ending Received Beginning | Ending Received
Number Number By Date Number Number By Date Number Number By Date
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WARRANT REGISTER

Warrant Received By

Voucher Fund
Number Date Payee Amount School District Number Account Code Total Date | Initials

1/98 [11-D-19
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EXPENDITURES

SIGNATURE FACSIMILE PLATE CONTROL LOG

PLATE OUT

PLATEIN

Date

Time

Initials of Recipient

Date

Time

Initials of Custodian

1/98
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WARRANT SIGNATURE MACHINE METER CONTROL LOG

EXPENDITURES

METER NUMBER

RECONCILIATION TO
WARRANT REGISTER

Beginning

Ending

Difference

Initials

Date

Initials

Date

1/98
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WARRANT STOP PAYMENT REGISTER

WARRANT DUPLICATE WARRANT

Date
Date Number Payee Amount School District Account Code Stopped Date Number Amount
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Employee Name

Position

Type of Certificate

Certificate Number

Endorsements

Effective Date

Expiration Date

Recorded by

*Verified by

*A verification should be made of al certified employees at the beginning of each year.

1/98

Date
Date
Date
Date
Date
Date
Date
Date
Date
Date

Date

EXPENDITURES

RECORD OF CERTIFICATION OF TEACHERSAND ADMINISTRATORS
SCHOOL DISTRICT NO.
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EXPENDITURES

ADVICE OF ENCUMBRANCE CONTROL LOG

Returned to | Resubmitted &
Received Reviewed District Reviewed
District Name and No. By | Date| By | Date | By | Date| By | Date Comment

1/98
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SCHOOL DISTRICT:

ENCUMBRANCE SCHEDULE

FOR FISCAL YEAR ENDED JUNE 30,

EXPENDITURES

Fund
Date Reference Total
Enter the original encumbered amounts from the Advice of Encumbrance:
o7/_ Amount $ $ $ $ $ $ $ $
Enter amounts from encumbrance vouchers or changes to the Advice of Encumbrance and cal culate remaining encumbrance:
Remaining
Remaining
Remaining
Remaining
Remaining
Remaining
Remaining
Calculate any necessary adjustment to the estimated cash balance:
| | Adjusiment $ $ $ $ $ $ $ $
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INTRODUCTION

Budgets are an integral part of a school district’s financial operations. In accordance with A.R.S., each
district must prepare, and the governing board must adopt, an annual expenditure budget that includes all
funds except Agency Funds. Each district is also required to prepare a separate annual revenue budget.

These budgets project the district’s expenditures, and total revenues required to finance them in the
budget year. The budget is a plan of financial operations and should represent the district’s best estimate
of its needs and the proposed means of financing them.

The CSS should ensure that the budgets, and any necessary revisions, are received from each district by
the statutory deadlines and provide budget preparation assistance to districts upon request. A copy of all
adopted and revised expenditure budgets received should be immediately transmitted to the
Superintendent of Public Instruction as required by statute.

The CSS is responsible for other reporting as prescribed by statute, including recomputing equalization
assistance and calculating the amount of revenue needed by each district from primary and secondary
property taxes for certification to the board of supervisors.

Summaries of al pertinent budget process dates are presented in 8l1, Calendar of Events.

PROCEDURES

Budget Control Log

The CSS should maintain a budget control log (see page I11-E-7) to help ensure that budgets are received
when due. The log should indicate the school district, type of budget (proposed expenditure, adopted
expenditure, or revenue), date of receipt, date of review, and date submitted to ADE, if applicable.
Additionally, a budget revison control log (see page Il1-E-8) should be maintained to ensure that
revised expenditure budgets are received when due. These logs should be used to notify school districts
that have not submitted their budgets or budget revisions by the appropriate due date.

Proposed and Adopted Expenditure Budgets

Districts must submit to the CSS their proposed expenditure budget or proposed budget summary no later
than July 5. The budget should be prepared in accordance with the most recent USFR memorandum
providing forms and detailed instructions for preparing the expenditure budget forms, work sheets,
supplement, and summary. The mail clerk should log the receipt of the proposed budget from each
school district in the appropriate budget control log. The CSS should sign the proposed budget where
indicated on the cover page. A copy of the signed budget should be filed in the CSS' files for the district
and the original should be returned to the district.

Districts must submit to the CSS their adopted expenditure budget no later than July 18. The budget
should be prepared in accordance with the most recent USFR memorandum as described above. The
following procedures are for the recommended review of districts adopted expenditure budgets.
However, the CSS can neither require districts to make changes to their budgets, nor refuse to submit a
budget to the Superintendent of Public Instruction.
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Performed by Procedure

Mail Clerk 1. Receives the adopted expenditure budget from the school district, including
budget work sheets, supplement (if applicable), and summary.

2. Records the school district name and number on the appropriate budget
control log and initials/dates the log.

3. Submits the budget to the account clerk for review.
Account Clerk 4. Receives the budget package and reviews as follows:

Verifies that the district used the expenditure budget forms provided in
the most recent USFR memorandum issued by the Office of the Auditor
Genera and ADE.

Compares governing board members signatures to signature cards on a
test basis. If the signature was affixed by a signature stamp, examines
the letter from the governing board member authorizing the use of such
a stamp.

Verifies that estimated revenues and property tax rates are reported on
the cover sheet.

Examines al pages of the budget and accompanying work sheets to
determine whether applicable sections were completed. Verifies that a
budget supplement was completed, if required.

Examines the CSS accounting records of the district to determine
whether all established funds have been included in the budget.

Verifies that the total of budgeted expenditures for the Maintenance and
Operation and Capital Outlay Funds is not greater than the total of the
general budget limit and total capital budget limit.

5. Notifies the district in writing of any differences or problems discovered
during the review.

6. Submits the budget package and control log to the CSS.
CSS 7. Reviewsto the extent necessary.

8. Signs and dates the budget cover sheet where indicated and initials/dates
the contral log.

9. Returns the budget package and control log to the account clerk.

Account Clerk 10. Makes three copies of the budget. Returns origina to district and files one
copy inthe CSS files for the district. Additionally, submits one copy each
to the board of supervisors and the Superintendent of Public Instruction.
Initials/dates the budget control log.
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Override Elections

If adistrict’s proposed expenditure budget will exceed the aggregate budget limit for the budget year, the
district's governing board must hold an override election to obtain voter approval to increase the
aggregate budget limit. The CSS must prepare and transmit an informational report and a sample ballot
on the district’s proposed budget increase to the district governing board at least 35 days prior to the
budget override election. A.R.S. §15-481(A) and (B).

Revenue Budget

School districts must submit a final estimate of revenue from all sources for the fiscal year to the CSS and
the Superintendent of Public Instruction no later than September 15. Districts meet this requirement by
completing and filing a revenue budget in accordance with the most recent USFR memorandum providing
forms and detailed instructions for preparation of the revenue budget. The mail clerk should log the
receipt of the revenue budget from each school district in the appropriate budget control log. The CSS
should sign the revenue budget where indicated on the cover page. A copy of the signed budget should be
filed in the CSS' filesfor the district and the original should be returned to the district.

Budget Revisions

Districts whose budget exceeded the genera budget limit or total capital budget limit by $1,000 or more
must submit revisions to their adopted expenditure budget to the CSS no later than December 18. The
CSS must immediately transmit copies of the revised adopted expenditure budget to the board of
supervisors and the Superintendent of Public Instruction. A.R.S. §15-905(E).

A school district that meets the requirements of A.R.S. 815-949(A) may revise its expenditure budget to
include the costs for additional pupils who were not budgeted for in the original expenditure budget, upon
approval of the board of supervisors. Districts can submit a petition to the CSS along with a copy of the
proposed budget. The CSS must forward the petition and recommended action to be taken on the petition
to the board of supervisors. The board of supervisors must hold a hearing on the petition within 20 days
after receipt to determine the action to be taken. In the case of an accommodation school, the CSS must
submit only a revised budget to the board of supervisors for approval. Any such budget revisions must be
made by May 15.

Districts may make other revisions to their adopted expenditure budget during the fiscal year provided all
revisions are completed by May 15 and submitted to the CSS. |If the district has overestimated the
amount of revenue from certain sources, it must adjust the general budget limit and the adopted
expenditure budget based on actual revenue amounts for the current year. A USFR memorandum that
provides detailed instructions on budget revisions isissued annually.

The procedures for the recommended review of the adopted expenditure budget on page I11-E-2 aso
apply to the revised expenditure budget.
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OTHER REPORTING REQUIREMENTS

Capital Outlay Fund Reserve Plan

In computing the amount of primary property taxes needed for the ensuing year, the CSS should adjust
for any cash balances remaining in the school district’s M& O, Capital Outlay, and Adjacent Ways Funds.
As provided by A.R.S. 815-906(B), the cash balance remaining at June 30 in the M& O, Capital Outlay,
and Adjacent Ways Funds, after encumbrances, must be used for the reduction of school district taxes,
except monies accumulated in the reserve of the Capital Outlay Fund and monies reverted in accordance
with A.R.S. 815-991.02. A district’s governing board may accumulate monies in the reserve through
adoption of a Capital Outlay Fund Reserve Plan. The Plan should be prepared in accordance with the
most recent USFR memorandum providing the expenditure budget forms, work sheets, and Capita
Outlay Fund Reserve Plan.

The CSS should request that districts submit any revisions to their adopted Capital Outlay Fund Reserve
Plan prior to August 1, to assist the CSS in calculating the amount needed from primary property taxes, as
required by A.R.S. 815-991(A).

Equalization Assistance

In accordance with A.R.S. 815-991(B), the CSS must recompute equalization assistance for each district
and certify this amount and the amount needed from primary property taxes to the board of supervisorsin
writing on or before the third day prior to the day the board of supervisors is required to levy district
taxes, as provided in A.R.S. 815-992. Equalization assistance for each district should be recomputed
using the applicable expenditure budget work sheets from the most recent USFR memorandum for the
expenditure budget. The current limited property value must be received from the county assessor at least
10 days prior to the day the board of supervisors is required to levy school district taxes and should be
used to determine the assessed valuation for the recalculation of the equalization assistance. A.R.S.
842-301(G).

Estimate of M onies Required by School Districts

According to A.R.S. 815-991(A), the CSS must prepare written estimates of the amount of monies
required by each school district for the ensuing year, based on the budgets adopted by the school district
governing boards. These estimates must be provided to the board of supervisors and the governing board
of each school district no later than August 1. A suggested format for the written estimates, including the
following required information, is provided on pages | 11-E-9 and 10.

A statement of student count for each district
The number of one- and two-room rural schools in each district and their applicable student count
The ending cash balance from the previous year for each district

The total amount to be received for the year by each district from the County School Fund and
Special County School Reserve Fund

The anticipated interest earnings for each district
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Tuition revenues for nonresident pupils

State assistance as provided in A.R.S. 815-976 for pupils whose parents or legal guardians are
employed at certain state institutions

Special education revenues as provided in A.R.S. 8815-825(D) and 15-1204 (Certificates of
Educational Convenience and Institutional V ouchers)

PL 103-382 assistance alocated for handicapped children, children with specific learning disabilities,
and children residing on Indian lands, as provided in A.R.S. §15-905(K) and (O)

PL 103-382 administrative costs as provided in A.R.S. 815-905(P)
Amounts authorized by the CSS for accommodation schools pursuant to A.R.S. 815-974(C)

The amounts needed from primary and secondary property taxes. These amounts must be certified to
the board of supervisors.
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COMPLIANCE CHECKLIST

This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over the budget review process, and may be used to evaluate compliance with UAMACSS
requirements. Questions are phrased in such a way that "Yes' answers indicate satisfactory conditions,
while "No" answers indicate possible weaknesses that should be corrected.

YES NO

1. Are budget control logs maintained and reviewed to determine whether al
appropriate budgets have been submitted?

2. Are school district adopted and revised expenditure budgets transmitted to
the board of supervisors and the Superintendent of Public Instruction in a
timely manner? Are the date and initials of the responsible person(s)
recorded on the appropriate budget control log?

3. Are the estimates of monies required by each school district prepared in
accordance with A.R.S. §15-991(A)?

4. |s equalization assistance recomputed for each district based on the current
limited property value, as provided by the county assessor, and is the
recalculation and the amount needed from primary property taxes certified to
the board of supervisors in writing on or before the third day prior to the day
the board is required to levy district taxes in accordance with A.R.S.
§15-992?
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BUDGET CONTROL LOG
BUDGET

Adopted Expenditure Budget Only

Received Reviewed Sent to
School District Name and No. Budget Budget BOS and/or ADE
By Date By Date By Date
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BUDGET REVISION CONTROL LOG

Notified by Received Reviewed Sent to BOS
ADE Revised Budget | Revised Budget and/or ADE

School District Name and No.
1S By Date By Date By Date By Date
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COUNTY SCHOOL SUPERINTENDENT’S OFFICE
SCHOOL DISTRICT NO.

ESTIMATE OF MONIESREQUIRED BY SCHOOL DISTRICTS

FISCAL YEAR:
Part A
1 Student count of district
2. List of one- and two-room rural schools with applicable student counts:
School Name Student Count

Total Student Count:

I hereby certify that the amounts recorded above and in Part B of this estimate are accurate to the best of
my knowledge and belief.

County School Superintendent Date
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ACCOUNTING PROCEDURES

BUDGETS

COUNTY SCHOOL SUPERINTENDENT’S OFFICE

SCHOOL DISTRICT NO.

ESTIMATE OF MONIES REQUIRED BY SCHOOL DISTRICTS

FISCAL YEAR:

Part B

001

610

620

700

Total

Budgeted expenditures per the adopted budget

Amount to be placed in the reserve of the Capital Outlay
Fund in the budget year

Total requirements (add lines 1 and 2)

Ending cash balance of the previous year

Amount accumulated in the reserve of the Capital Outlay
Fund to be carried forward to future years

Ending cash balance available to meet total requirements
(line 4 minusline 5)

Estimated revenues from:

(8 County School Fund

(b) Special County School Reserve Fund

(c) Interest earnings

(d) Tuition—nonresident

(e) State assistance. A.R.S. 815-976

(f) Certificate of educational convenience. A.R.S.
§15-825(D)

(g) Institutional vouchers. A.R.S. §15-1204

(h) PL 103-382 assistance

(i) PL 103-382 administrative costs

() Increasein accommodation school revenue control
limit. A.R.S. §15-974(C)

(k) Other

(I) Total estimated revenues (add lines 7.athrough 7.k)

Equalization assistance

(a) State

(b) County

(c) Tota equalization (add lines 8.aand 8.b)

Amount available before property taxes (add lines 6, 7.1,
and 8.c)

10.

Amount to be provided by tax levy (line 3 minusline 9)

(8) Primary property taxes

(b) Secondary property taxes

11.

Total available to meet requirements (add lines 9, 10.a,
and 10.b)
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ACCOUNTING PROCEDURES RECONCILIATIONS

INTRODUCTION

The CSS has certain statutory responsibilities regarding school district financial accounting and reporting.
These responsibilities include issuing warrants, apportioning school monies, and maintaining cash
balances of each school district fund. To properly execute these responsibilities, the CSS should maintain
on atimely basis accurate accounting records of each school district by fund.

The county treasurer receives and disburses school monies except student activities and auxiliary
operations monies; grants and gifts to teachers pursuant to A.R.S. 8§15-1224; and monies contributed and
withheld by districts for employee insurance programs pursuant to A.R.S. 815-1223. The county
treasurer may maintain separate accounts for each school district fund, or maintain only two accounts for
a school district’s funds in addition to the Debt Service Fund and Bond Building Fund accounts. If only
two accounts are maintained by the county treasurer, one account must consist of the M&O, Capital
Outlay, and Adjacent Ways Funds, while the other account consists of all other funds. A.R.S. §15-996(1).

The county treasurer is required, by A.R.S. §15-996(4), to notify the CSS by the 15" day of each month
of the previous month’'s ending balance of each school district account. The county treasurer is also
required by the Uniform Accounting Manual for Arizona County Treasurers, 8IV-D, Warrant Processing,
to provide the CSS monthly with alist of warrants paid from school district funds.

To ensure that the CSS and county treasurer’s records agree, the CSS should perform a monthly
reconciliation of its records of school district fund cash balances to the county treasurer’s monthly report
of school district ending account balances. The monthly reconciliation is also necessary for the CSS to
determine whether sufficient cash is available in school district accounts before issuing warrants from
them. During the 60-day encumbrance period following June 30, the CSS maintains separate school
district accounting records for the prior fiscal year and the new fiscal year. The reconciliations of month-
end cash balances performed during this period include revenues and expenditures from both years.

School districts must make sure their records agree with those of the CSS and the county treasurer by
performing a monthly reconciliation to the CSS' records. However, school districts participating in the
Accounting Responsibility Program operate independently of the CSS and, therefore, must perform a
monthly reconciliation of their accounting records directly to the county treasurer’s records.
A.R.S. §815-914.01(E).

POLICIES

The following policies are recommended to help ensure that the CSS school district records are
reconciled to the county treasurer’s records monthly, and that the records maintained by each school
district agree with those of the CSS:

1. The CSS must receive the county treasurer’s report by the 15" day of each calendar month of the
previous month’s ending balance for each school district account. A.R.S. §15-996(4).

2. The CSS should establish written procedures for reconciling its records of school district cash
bal ances to those of the county treasurer.
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3. The CSS should reconcile its records of the cash balances of each school district to the county
treasurer’ s records promptly.

4. An employee who is not responsible for maintaining school district accounting records should
perform the reconciliation. If this is not possible, the reconciliation should be reviewed by a
designated employee.

5. The CSS should send a monthly report of revenues, expenditures, and ending cash balances to each
school district that includes the beginning and ending cash balance for the month, transfers-in and
transfers-out, and revenues and expenditures the CSS has processed during the month by fund,
program, function, and object code.

6. After completing the monthly reconciliation, the CSS should send each school district a copy, clearly
indicating reconciling items.

PROCEDURES

Monthly Reconciliations

The monthly reconciliation process involves examining total revenues and total expenditures for each
school district fund according to the CSS and agreeing those accounting records to the county treasurer’s
accounting records. The CSS should investigate and document any differences when the CSS
accounting records do not agree to those of the county treasurer. Therefore, the CSS should prepare a
reconciliation form for each school district account maintained by the county treasurer to document all
differences or reconciling items between the CSS' records and the county treasurer’s records, and a
reconciled balance. See page I11-F-8 for a completed example. The CSS should send copies of the
completed monthly reconciliations to school districts to enable them to reconcile their accounting records
to the CSS' accounting records.

Differences in revenue amounts may occur due to the following:

Timing differences attributable to revenues recorded by the county treasurer in one month that either
were not recorded by the CSS or were recorded by the CSS in another month. Examples include
interest on pooled investments, tax apportionments, and monies borrowed from a revolving line of
credit that have been recorded by the county treasurer but not the CSS.

Misclassifications resulting from revenues that were recorded in an incorrect fund or school district.
Differences in expenditure amounts may occur due to the following:

Interest paid by the county treasurer on registered warrants that was recorded by the county treasurer
but not the CSS.

Warrants stopped by the CSS and not included in total expenditures, but were subsequently paid by
the county treasurer.

Debt service payments that were made by the county treasurer and not recorded by the CSS.

Principal and interest payments made by the county treasurer in repayment of a revolving line of
credit that were not recorded by the CSS.
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Misclassifications resulting from expenditures that were recorded in an incorrect fund or school
district.

Other differences between the CSS' records and the county treasurer's records may occur due to the
following:

Transfers or journal entries that were omitted or not recorded correctly by the county treasurer or the
CSsS.

Reconciling items from the previous month that were not recorded and corrected.
Clerical or mathematical errors.

The procedures discussed below are designed for use with the sample reconciliation form presented on
page I11-F-11, and assume the receipt of a treasurer's report that includes separate beginning and ending
account balances; total receipts; transfers-in and transfers-out; and total disbursements for each school
district fund. These procedures represent one suggested method of performing the monthly
reconciliation. The process for reconciliations performed during the encumbrance period is discussed on
page | 11-F-9. The CSS should either adopt these procedures or devise alternative procedures appropriate
to the particular accounting system used by the county treasurer and the CSS. (For example, if the county
treasurer maintains only two accounts for funds other than the Debt Service and Bond Building Funds, the
CSS should group those school district funds included in each treasurer’s account for reconciliation
purposes.) The procedures should ensure that school district financial data obtained or generated to assist
in the reconciliation provides adequate detail of school district transactions and the proper cut off at
month-end and year-end.

The reconciliation should be performed by an employee who is not responsible for maintaining school
district accounting records. If thisis not possible, the reconciliation should be reviewed by a designated
employee. The following recommended procedures should be implemented when performing a monthly
reconciliation:

Performed by Procedure

Account Clerk 1. Receives the treasurer's report and paid warrants list from the county
treasurer.

2. Prepares an outstanding warrants listing by school district and fund, as
follows:

Obtains the previous month’'s outstanding warrants listing and deletes
each warrant paid by the county treasurer during the month according
to the county treasurer’s paid warrants list.

Obtains the current month’s warrant register and warrant stop payment
register. Deletes from the warrant register each warrant paid by the
treasurer (per the paid warrants list) and stopped by the CSS (per the
warrant stop payment register).
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Performed by Procedure

Account Clerk - Veifies that each warrant on the treasurer’s paid warrants list appears
on either the current month’s warrant register or the previous month’s
outstanding warrants listing.

Verifies that each warrant on the current month’'s warrant register
appears on either the treasurer's paid warrants list or the CSS' warrant
stop payment register, or will be added to the current month's
outstanding warrants listing.

Prepares a new listing of outstanding warrants as of the end of the
reconciliation month indicating the warrant number, amount, and date
of issuance. (The new listing should consist of the remaining unpaid
warrants on the previous month’s outstanding warrants listing and any
unpaid warrants from the current month’s warrant register.)

3. Compares the school district fund ending cash balance according to the
CSS' records to the ending account balance as reported on the treasurer's
report, as follows:

Obtains a reconciliation form for each school district account (see
sample reconciliation form on page I11-F-11). Completes the heading
and enters information on Part A, Line 1 through Line 4, and Part B,
Line 1 through Line 3, as appropriate for the school district, fund, and
account. (Note: Part A, Lines 2 and 3 apply only during the
encumbrance period.)

Compares the amount calculated on Part A, Line 4 to Part B, Line 3 as
follows:

= |f these balances agree, signs and dates the reconciliation form.
Segregates reconciled forms and holds for later transmittal to the
chief deputy.

= |f these balances do not agree, notes the school district name,
account, and unreconciled amount on a list of unreconciled
accounts.

4. Contacts the county treasurer and requests a copy of the treasurer's
subsidiary ledger (or other similar detailed documentation of receipts and
disbursements) for each unreconciled account.

5. Agrees the total revenues, expenditures, transfers-in, and transfers-out
according to the CSS records to the total cash receipts, cash
disbursements, transfers-in, and transfers-out per the county treasurer's
report to identify any differences in these amounts. Proceeds as follows:

If total revenue amounts do not agree, performs step 6 below.
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Performed by Procedure

Account Clerk - If total expenditure amounts do not agree, performs step 7 below.
If total transfers do not agree, performs step 8 below.

(Note: Tota expenditures for the current month according to the CSS
records should equal total disbursements according to the treasurer's report,
plus outstanding warrants drawn in the current month, less warrants paid in
the current month that were outstanding from prior months.)

6. Obtains the validated treasurer's receipts for the reconciliation month.
Investigates any unreconciled differences by examining each treasurer’s
receipt recorded in the treasurer’s subsidiary ledger and the CSS' records
by school district, fund, date, and amount. See page | I1-F-2 for examples
of differences in revenue amounts that may occur between the CSS and the
county treasurer.

7. Investigates any unreconciled differences in expenditure amounts by
examining each disbursement recorded in the treasurer’s subsidiary ledger
and comparing it to the CSS' records. See pages | 1-F-2 and 3 for reasons
that differences in expenditure amounts may occur between the CSS and
the county treasurer.

8. Obtains the transfer forms for the reconciliation month. Examines each
transfer form and agrees each transfer to the transfers recorded in the
treasurer's ledger and the CSS' records by school district, fund, date, and
amount.

9. Investigates any remaining unreconciled differences between the CSS
records and the county treasurer’s records by performing the following:

Obtains the journal entry forms for the reconciliation month and agrees
each journal entry to the treasurer’s ledger and the CSS' records by
school district, fund, date, and amount.

Examines the previous month’s reconciliation form to ensure that all
reconciling items from the previous month were recorded and
corrected.

Considers whether the difference(s) may be caused by clerical or
mathematical errors in the CSS records or the county treasurer's
records.

10. Determines whether each difference discovered affects the county
treasurer’s balance or the CSS baance (e.g., interest on investments
recorded by the county treasurer and not by the CSS should be added to the
CSS baance; stopped warrants recorded by the CSS but paid by the
county treasurer should be deducted from the CSS' adjusted balance).
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Performed by Procedure

Account Clerk Performs the following:

Lists each difference, including description and amount, on Part A of
the reconciliation form (Line 5, Reconciling Items) when the CSS
balance is affected.

Lists each difference, including description and amount, on Part B of
the reconciliation form (Line 4, Reconciling Items) when the county
treasurer’ s balance is affected.

Determines whether the CSS and county treasurer's balances agree
after adjusting for the differences listed.

Signs and dates the reconciliation form.

11. Forwards the county treasurer's report; the CSS report of revenues,
expenditures, and ending cash balances; and al reconciliation forms to the
chief deputy for review.

Chief Deputy 12. Reviews al reconciliation forms to the extent necessary to determine
whether the monthly reconciliations were performed correctly and that
there are no remaining unreconciled differences.

13. Prepares and processes the journa entries necessary to correct errors
discovered in the CSS records (see sample journal entry form on
page I11-F-12).

14. Records the journa entry number and date in the disposition column on
Part A of the reconciliation form.

15. Natifies the county treasurer of any adjustments to be made for reconciling
items and errors in the county treasurer’s records by sending ajournal entry
form. Retains acopy of the form.

16. Records the journa entry number and date in the disposition column on
Part B of the reconciliation form.

17. Signs and dates the reconciliation forms. Returns them with the county
treasurer's report and report of revenues, expenditures, and ending cash
bal ances to the account clerk. Filesthe journa entry forms by number.

Account Clerk 18. Makes a copy of each reconciliation form and files the reconciliation
forms, county treasurer's report, and report of revenues, expenditures, and
ending cash balances by school district, fund, and month. Files al other
supporting documents used in the reconciliations.

19. Forwards the copies of the CSS' written reconciliation forms to the school
district.
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Unreconciled differences between the CSS' records and the county treasurer’s records should be
resolved promptly. The CSS should initiate meetings with the county treasurer and the
appropriate school district officialsto resolve itemsthat cannot be reconciled otherwise.

Unreconciled differences may be eliminated by journal entry in the current year, if deemed appropriate.
The CSS should obtain approval from each school district for amounts to be adjusted to agree with the
county treasurer’s cash balances.
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ABC COUNTY, ARIZONA
RECONCILIATION OF COUNTY SCHOOL SUPERINTENDENT’S
CASH BALANCE
TO
COUNTY TREASURER'SACCOUNT BALANCE

XYz School District No. 123 Fund(s) 520 For the month ending April 30, 2001
DESCRIPTION AMOUNT DISPOSITION DESCRIPTION AMOUNT DISPOSITION
PART A PART B
1. County School Superintendent’s 1. County treasurer’saccount balance $19,000
balance! $15,350 2. Subtract outstanding warrants (3,520)
2. Add revenues of the current fiscal year 3. Tota 15,480
(encumbrance period only) 4. Reconcilingitems:
3. Subtract expenditures of the current Transfer not processed—
fiscal year (encumbrance period (JE #7 on 4/18/XX) (250) JE #15, 5/15
only) ( ) TR #10798 not posted 2,000 JE #16, 5/15
4. Total 15,350 Warrant #3245 recorded incorrectly 85 JE #19, 5/16
5. Reconciling items:
TR #10705 recorded incorrectly 500 JE #13, 5/15
Allocation of interest earned 1,760
Transfer-in not recorded 200 JE #14, 5/15
Stopped warrant #3180—paid by
county treasurer (95) JE #17, 5/16
Warrant #3230 recorded incorrectly (400) JE #18, 5/16
6. Reconciled balance? $17,315 5. Reconciled balance? $17,315
Prepared by Date
Reviewed by Date

1 During the encumbrance period, enter the balance for the end of each encumbrance month from the prior fiscal year's accounting records.
2 Part A, Line 6 should equal Part B, Line5.
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ACCOUNTING PROCEDURES RECONCILIATIONS

Encumbrance Period Reconciliations

During the 60-day encumbrance period following June 30, the CSS should maintain separate accounting
records of each school district fund for the prior and current fiscal years. Revenues and expenditures of
the prior fiscal year should be recorded in that year's records, and revenues and expenditures of the
current fiscal year should be recorded in records of the new fiscal year. However, the reconciliation of
month-end cash balances during the encumbrance period should include the revenues and expenditures of
both fiscal years. The CSS should follow the reconciliation procedures beginning on page |11-F-3 during
the encumbrance period.

Unreconciled balances discovered for the encumbrance period should be investigated by examining
revenue and expenditure transactions, in the manner prescribed for the monthly reconciliation. During the
encumbrance period, each receipt and disbursement recorded in the treasurer's ledger should be recorded
in either the CSS' prior year’s records or the current year’s records, but not in both.

After the 60-day encumbrance period, the CSS should submit to each school district an updated report of
revenues, expenditures, and ending cash balances by fund as of June 30. This report should include any
necessary adjustments resulting from reconciling to the county treasurer after the encumbrance period.
This report enables school districts to reconcile their records to those maintained by the CSS after the
close of the fiscal year, and assists in resolving any differences before completing the school districts
annual financial reports.
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ACCOUNTING PROCEDURES RECONCILIATIONS

COMPLIANCE CHECKLIST

This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over the monthly reconciliations of school district account balances, and may be used to evaluate
compliance with UAMACSS requirements. Questions are phrased in such a way that “Yes’ answers
indicate satisfactory conditions, while “No” answers indicate possible weaknesses that should be
investigated and corrected.

YES NO

1. Is atreasurer's report of the previous month’'s ending account balances
received for each school district account by the 15" day of each month?

2. Isamonthly outstanding warrants listing prepared for each school district
fund from the county treasurer’s paid warrants list?

3. Isamonthly report of revenues, expenditures, and ending cash balances
by fund prepared and submitted to each school district in the county?

4. Isafina report of revenues, expenditures, and ending cash balances by
fund prepared as of June 30 of each fisca year, after the encumbrance
period, and submitted to each school district in the county?

5. Is a reconciliation performed and documented for each school district
account maintained by the county treasurer by an employee who has no
responsibility for maintaining school district accounting records? If this
is not possible, are the reconciliations reviewed by a designated
employee?

6. Does the reconciliation form document all reconciling items between the
CSS' records and the county treasurer’s records?

7. Isthe county treasurer promptly notified of all adjustments that need to be
made for errors in the county treasurer’s accounting records that were
noted during the reconciliation process?

8. Are the CSS accounting records corrected for errors noted in the
reconciliation process?

9. Arethereconciliations reviewed for completeness and accuracy?

10. Are copies of the written reconciliation forms sent to each school district
in the county?

11. Are unreconciled differences between the CSS' records and the county
treasurer’ s records resolved promptly?
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ACCOUNTING PROCEDURES

RECONCILIATIONS

COUNTY, ARIZONA

RECONCILIATION OF COUNTY SCHOOL SUPERINTENDENT’S
CASH BALANCE

TO

COUNTY TREASURER'SACCOUNT BALANCE

School District No. ____ Fund(s) For the month ending
DESCRIPTION AMOUNT DISPOSITION DESCRIPTION AMOUNT DISPOSITION
PART A PART B
1. County School Superintendent’s 1. County treasurer’saccount balance $
balance" $ . Subtract outstanding warrants ( )
Total

2. Add revenues of the current fiscal year
(encumbrance period only)

3. Subtract expenditures of the current
fiscal year (encumbrance period

only) ( )

4. Total
5. Reconciling items:

2
3.
4. Reconciling items:

6. Reconciled balance? $ 5. Reconciled balance? $
Prepared by Date
Reviewed by Date

1 During the encumbrance period, enter the balance for the end of each encumbrance month from the prior fiscal year's accounting records.

2 Part A, Line 6 should equal Part B, Line5.
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ACCOUNTING PROCEDURES RECONCILIATIONS

COUNTY SCHOOL SUPERINTENDENT’S OFFICE
JOURNAL ENTRY FORM

School District No.
Date JE No.

Records to be Adjusted:
[] County School Superintendent’s Records

[] County Treasurer’'s Records

FUND

Name Number Account Code Debit Credit

Total

Description of Adjustment:

Prepared by:
(Requesting Official)
Approved by:
(CSS/Treasurer)
Posted by:
(CSS/Treasurer)
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CONTENTS
Topic Page
CSSANNUAL FINANCIAL REPORT ...ttt -G-1
SCHOOL DISTRICT ANNUAL FINANCIAL REPORT ...oiiiiiiieeiiee e -G-1
SAMPLE FORM
Annual Financial REPOrt CONtrol LOG.......ceuiueeiieieiiieeieeeeieeeseeeieeeseeeseeeseeeeseeeenneeeens -G-3

1/98 -G



ACCOUNTING PROCEDURES ANNUAL FINANCIAL REPORTS

CSSANNUAL FINANCIAL REPORT

In accordance with A.R.S. 815-302, the CSS is required to complete and submit an Annual Financia
Report (AFR) to the Superintendent of Public Instruction by the date and on the form prescribed by ADE.
The report includes summary information on available funds and expenditures related to the
administration of the county school office, the County School Fund, and the Special County School
Reserve Fund.

SCHOOL DISTRICT ANNUAL FINANCIAL REPORT

In accordance with A.R.S. §15-904, the CSS receives and transmits the school districts AFRs to the
Superintendent of Public Instruction. The school district AFR package includes the School District
Annual Financial Report, Supplement to Annual Financial Report, Summary of School District Annual
Financial Report, and Supplement to Annual Financial Report for Districts Sponsoring Charter Schools.
The school district AFR is revised annually for legidative and other changes by the Office of the Auditor
General and ADE, and is issued in a USFR memorandum. The memorandum includes the AFR forms
and detailed instructions on the report's preparation and distribution.

School districts must submit the AFR, summary, and applicable supplements to the CSS for transmittal to
the Superintendent of Public Instruction by October 15. The CSS should establish a due date prior to
October 15 for receiving the completed AFR package from each school district, to help ensure timely
filing with the Superintendent of Public Instruction. An AFR control log, as shown on page 111-G-3,
should be used by the CSS to monitor the receipt of the AFR package from each school district. The
following procedures are for the recommended review of the AFR, summary, and supplements.

Performed by Procedure

Mail Clerk 1. Receives the AFR, summary, and applicable supplements from the district.

2. Records the district nhame and number on the AFR Control Log and
initial s/dates the log.

3. Submits the AFR package and control log to the account clerk.
Account Clerk 4. Reviewsthe AFR package as follows:

Verifies that the district used the AFR forms provided by the Office of
the Auditor General and ADE for the correct fiscal year. (Refer to the
most recent USFR memorandum on the AFR.)

Reviews the cover sheet of the AFR for completion of the following:

= District name
= County

= Number, which should agree to the number used by the
Superintendent of Public Instruction

= Board members signatures and titles. Compares signatures to
signature cards on a test basis. If a signature stamp was used,
examines letter from Board member authorizing use of such a stamp.

1/98 -G-1



ACCOUNTING PROCEDURES ANNUAL FINANCIAL REPORTS

Performed by

Procedure

Account Clerk

CSS

Account Clerk

1/98

11.

Verifies that all pages of the AFR package were included and that all
areas were completed as appropriate.

Compares budgeted beginning and ending fund balances to the records
of the CSS.

Compares the following actual amounts as recorded on the AFR to the
CSS' records:

= Beginning fund balances

= Revenues by fund and object code

= QOperating transfersin and out

= Expenditures by fund, program, function, and object code, as
applicable

= Ending fund balances

Verifies that the “Supplementary Information” section of the AFR was
properly completed, as follows:

» Veifies that the assessed valuations and tax rates agree to the
district’ s revenue budget.

= Reviews the amounts of bonds outstanding for reasonableness.

= Veifies that county-approved liabilities incurred in excess of the
district budget agree to the CSS records.

= Veifies that the district contact’s name and telephone number have
been included.

Verifies the additional information recorded on the Summary of School
District AFR such as average daily membership counts and tax rates.

Verifies that the certification by the president of the governing board
was completed and signed on the summary.

. Notifies the district of differences noted during the review.

. Submits the AFR package and control log to the CSS.

. Reviews the AFR package and signs the cover page where indicated.

. Initialg/dates the AFR Control Log and returns the signed AFR package

and control log to the account clerk.

. Makes two copies of the signed AFR package.
10.

Submits the original AFR package to the Superintendent of Public
Instruction and initial s/dates the AFR Control Log.

Returns a copy of the signed AFR package to the district and files a copy in
the CSS' files by district.
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ACCOUNTING PROCEDURES ANNUAL FINANCIAL REPORTS

ANNUAL FINANCIAL REPORT CONTROL LOG

Received Reviewed Transmitted to ADE

District Name and Number By Date By Date By Date
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INTRODUCTION

Traditionally, accommodation schools have provided educational services to students living on military
reservations or in unorganized territories. Accommodation schools may also be used to offer educational
services to homeless children or to offer alternative education programs. A.R.S. §15-308. The CSS may,
upon the approval of ADE’s Division of Special Education, establish special education programs in
accommodation schools. A.R.S. 815-764(F). Existing accommodation schools may aso be used to
operate juvenile detention center education programs and county jail education programs. |If a county
chooses not to run these programs through accommodation schools, they may set up a Detention Center
Education Fund and County Jail Education Fund, as provided in A.R.S. 8815-913 and 15-913.01. See
8V, County School Funds, for further discussion of these funds.

Accommodation schools are operated by the county board of supervisors and CSS rather than an elected
governing board, as with school districts. The CSS administers the accommodation school and is
delegated by statute the same powers and duties as a school district governing board. Unless otherwise
provided in statute, accommodation schools should follow the same statutory provisions as school
districts.

POLICIES

The following policies must be adopted to comply with the statutory requirements that govern the
establishment and ongoing administration of accommodation schools.

1. The CSS acts as the governing board of an accommodation school. A.R.S. §15-101(8).

2. The CSS may provide educational services of an accommodation school to school districts in the
county, using the facilities of the accommodation school. The CSS administers the program and must
develop an annual budget in the same manner as school districts. A.R.S. §15-308(A).

3. The CSS may offer educational services to homeless children or offer alternative education programs
as defined in A.R.S. 815-796 through an accommodation school. A.R.S. 815-308(B).

4. The CSS may construct, improve, and furnish school buildings, or purchase or sell school sites of an
accommodation school. A.R.S. 815-341(B).

5. The CSS must make accommodation school expenditures from the Special County School Reserve
Fund. A.R.S. 815-465(B).

6. The CSS may establish a special education program in an accommodation school after approval from
and in accordance with the rules of ADE's Division of Special Education. A.R.S. 815-764(F).

7. In the event of costs from the destruction of or damage to the facilities of an accommodation school,
excessive and unexpected legal costs, or costs to mitigate or remove a health or safety hazard at an
accommodation school, the CSS may petition the board of supervisors for authorization to incur
liabilities in excess of the accommodation school budget. A.R.S. 815-907(A).
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8. The CSS must compute a revenue control limit, capital outlay revenue limit, and capital levy revenue
limit for each fiscal year of operation of an accommodation school. Equalization assistance must be
apportioned to each accommodation school pursuant to A.R.S. 815-973. A.R.S. §15-909.

9. If an accommodation school has a student count of 126 or more in kindergarten and grades one
through eight, or a student count of 101 or more in grades nine through twelve, and has a positive
total cash balance at the end of a fiscal year in its Maintenance and Operation and Capital Outlay
Funds after reducing the combined cash balance by the amount in the capital outlay reserve, the CSS
may authorize an increase in the accommodation school’s revenue control limit for the following
fiscal year, asprovided in A.R.S. 815-947. A.R.S. §15-974.

10. If an accommodation school has a student count of 126 or more in kindergarten and grades one
through eight, or a student count of 101 or more in grades nine through twelve, and has a cash balance
in excess of (a) the amount needed to fund the budget balance carryforward, (b) the increase to the
revenue control limit described in 9. above, and (c) the add-ons to the revenue control limit, the
accommodation school must use the remaining cash balance to reduce state aid for equalization
assistance for the following year. A.R.S. §15-974.

11. Warrants drawn on the Special County School Reserve Fund must be approved by the board of
supervisors prior to payment, in the same manner as other county warrants are approved, unless this
responsibility has been delegated to the CSS. A.R.S. 815-1001(A).

12. The budget of the Special County School Reserve Fund must include amounts for necessary expenses
for establishing and conducting accommodation schools pursuant to A.R.S. §15-308. A.R.S.
§15-1001(A)(5).

13. If an accommodation school accepting federal monies becomes a school district, the board of
supervisors may order the CSS to transfer the cash balance credited to the accommodation school as
of July 1 of the fiscal year in which the transfer occurred to the newly organized school district.
Additionally, all real and personal property of the accommodation school becomes the property of the
newly formed school district. A.R.S. §15-1002(C).

PROCEDURES

In general, the CSS should process accommodation school transactions in the same manner as school
district transactions. However, due to the CSS' dua role as administrator of the accommodation school
and as CSS, some procedures should be modified accordingly.

The CSS should establish internal control policies and procedures to help ensure adequate segregation of
duties for authorizing, processing, and recording accommodation school transactions.
Accounting Records

The CSS must maintain the accounting records of accommodation schools within the Special County
School Reserve Fund, as required by A.R.S. 8§15-465(B). Additionaly, the CSS should maintain
subsidiary accounting records for each accommodation school according to the USFR, 8lII, Chart of
Accounts, in the same manner as the accounting records of other school districts are maintained. The
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subsidiary accounting records should be maintained in sufficient detail to alow revenues to be recorded
by fund and object code and expenditures by fund, program, function, object, and unit code, in
accordance with the USFR, 8lII, Chart of Accounts. If an accommodation school maintains its own
accounting records in such detail, the CSS may choose to periodically review these records rather than
maintain a duplicate set.

Revenues

Accommodation school revenues are derived from the same sources as school district revenues, except
that accommodation schools do not receive property taxes because the schools are not within the
boundaries of an established school district and, therefore, do not have atax base.

Revenues budgeted by the board of supervisors for the Special County School Reserve Fund may be used
for accommodation school expenditures when the accommodation school’s revenues from al other
sources are not sufficient to meet the school’ s expenditures.

Accommodation schools may receive gifts, grants, and devises to be used for purposes set forth in the
terms of the gifts, grants, and devises. After the monies have been expended for their intended purpose,
and if consistent with the terms of the gifts, grants, and devises, the CSS may carry forward any balance
remaining for use by the accommodation school in the budget year. A.R.S. §15-341(A)(15).

Accommodation school cash receipts may be received by the CSS, the county treasurer, or the
accommodation school. Monies received by the accommodation school must be remitted either to the
CSS for deposit with the county treasurer or directly to the county treasurer. The CSS should follow the
procedures outlined in 8l11-C, Revenues, for processing revenues of an accommodation school.

Expenditures

Accommodation schools may make the same types of expenditures as other school districts. However,
expenditures must be paid from the Special County School Reserve Fund.

Vouchers may be prepared by either the accommodation school or the CSS. After a voucher is prepared,
the CSS should follow the procedures outlined in 8l11-D, Expenditures, (Voucher Processing) except as
follows.

1. The review process would not include verification of governing board signatures.

2. Upon completion of the review process, the CSS must sign the voucher cover sheet in place of the
governing board.

3. The board of supervisors must approve the voucher before warrants are prepared for payment from
the Special County School Reserve Fund, unless this responsibility has been delegated to the CSS.

Accommodation school warrants should be prepared, reviewed, and distributed in the same manner as
school district warrants. The CSS should follow the procedures outlined in 8l11-D, Expenditures,
(Warrant Preparation and Distribution) except as follows.

1. All warrants must be drawn on the Special County School Reserve Fund.

2. The CSS may distribute the warrants rather than returning the warrants to the accommodation school
for distribution.
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Budgets

An accommodation school must prepare an annual expenditure budget and an annual revenue budget, and
meet the same statutory requirements of budgeting as school districts.

Accommodation school budgets should be prepared on the same budget forms and work sheets as school
districts, except for the work sheet for computing equalization assistance. A.R.S. 815-974 requires
equalization assistance for an accommodation school to be computed differently than a school district’s
since accommodation schools receive equalization assistance only from the State. Therefore, the Work
Sheet for Equalization Assistance for an Accommodation School should be used to compute the
accommodation school’s equalization assistance. This work sheet is included each year as part of the
USFR memorandum dealing with school district expenditure budgets. Following are some additional
budgeting considerations specific to accommodation schools:

In accordance with A.R.S. §815-909, for purposes of computing a revenue control limit, capital outlay
revenue limit, and capital levy revenue limit, an accommodation school should be considered a
common school district within a high school district unless the school offers instruction in grade nine,
ten, eleven, or twelve and has received permission to offer instruction in high school subjects as
provided in A.R.S. §15-447, in which case the accommodation school should be considered a unified
school district.

If an accommodation school has a student count of 126 or more in kindergarten and grades one
through eight, or a student count of 101 or more in grades nine through twelve, and has a positive
total cash balance at the end of a fiscal year in its Maintenance and Operation and Capital Outlay
Funds after reducing the combined cash balance by the amount in the capital outlay reserve, the CSS
may authorize an increase in the accommodation school’s revenue control limit for the following
fiscal year, as provided in A.R.S. §15-947. If the accommodation school has a cash balance in excess
of (&) the amount needed to fund the budget balance carryforward, (b) the increase to the revenue
control limit described above, and (c) the add-ons to the revenue control limit, the accommodation
school must use the remaining cash balance to reduce state aid for equalization assistance for the
following year. A.R.S. 815-974(C) and (D). This reduction is also computed on the Work Sheet for
Equalization Assistance for an Accommodation School.

If the county operated a juvenile detention center education program through an accommodation
school in the year before it begins to operate the program through the Detention Center Education
Fund, the accommodation school’ s student count must be reduced by the student count attributable to
the detention center program in its first year of operation. A.R.S. §15-913(G).

In accordance with A.R.S. §15-913.01(C), if the CSS operates a county jail education program
through an existing accommodation school, the funding for these pupils will be 50 percent of the
amount they would receive if the pupils were enrolled in another accommodation school program.
Additionally, if such a program was operated through an accommodation school in the year before it
begins operating the program through the County Jail Education Fund, the accommodation school’s
student count must be reduced by the average daily membership attributable to the accommodation
school’sjail education program in its last year of operation. A.R.S. 815-913.01(G).
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The CSS may petition the board of supervisors requesting authority to incur liabilities in excess of the
accommodation school’s budget in the event of the destruction of or damage to the school’s facilities,
excessive and unexpected legal costs, or costs to mitigate or remove a hedth or safety hazard at the
school. The CSS should request the amount deemed necessary in the circumstances. A.R.S. 815-907(A).

The accommodation school or the CSS may prepare accommodation school budgets. For specific
guidance on how these budgets must be prepared, refer to the most current USFR memorandums dealing
with school district expenditure and revenue budgets. After the budgets are prepared, the CSS should
follow the review procedures outlined in 8l11-E, Budgets, except as follows.

1. If the CSS authorized an increase in the revenue control limit of an accommodation school, a letter
should be sent to the Superintendent of Public Instruction with the school’ s adopted budget indicating
that the CSS approved an increase in the revenue control limit.

2. The review process would not include verification of governing board or chief administrative officer
signatures, or verification that the current-year tax rates are included on the cover sheet.

3. The CSS must sign the budgets in the place of the governing board or chief administrative officer as
well as signing as reviewer. When the CSS signs the accommodation school’ s proposed expenditure
budget, it becomes the school’ s adopted budget.

Budget Revisions and Adjustments

Accommodation schools should follow the same statutes as school districts when revising and adjusting a
budget. Budget revisions and adjustments are required only to the adopted expenditure budget. Refer to
the most current USFR memorandum on budget revisions for specific guidance.

Accommodation school budgets may be revised or adjusted by the accommodation school or the CSS.
After the budget is revised or adjusted, the CSS should follow the review procedures outlined in 8l11-E,
Budgets, except as follows.

1. The review process would not include verification of governing board signatures.
2. The CSS adopts the revised expenditure budget by signing the budget in place of the governing board
aswell assigning as reviewer.
Annual Financial Report

ADE requires accommodation schools that receive state equalization assistance to prepare and submit an
Annua Financia Report (AFR), which must be submitted to ADE by October 15. Accommodation
schools are not required to publish the AFR.

If the accommodation school prepares the AFR, the school should submit the AFR to the CSS for review.
The CSS should follow the review procedures outlined in 8I11-G, Annual Financial Reports, except as
follows:

1. The review process would not include verification of governing board signatures.

2. The CSS should sign the cover sheet in place of the governing board and also sign as reviewer.
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Special Education Programs

In accordance with A.R.S. 815-764(F), the CSS may, upon the approval of ADE’s Division of Specid
Education, establish specia education programs in accommodation schools to provide such services in
accordance with the rules of the Division of Special Education. The CSS may aso enter into cooperative
agreements with school districts to provide such services (see 8VI, Special Programs).
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COUNTY SCHOOL FUNDS

INTRODUCTION

In fulfilling statutory duties, the CSS is responsible for administering the County School Fund and the
Special County School Reserve Fund. Additionally, the CSS may also establish and administer a
Detention Center Education Fund and a County Jail Education Fund.

The County School Fund is used to account for monies that benefit school districts; the revenue sources
are specified by statute. The Special County School Reserve Fund is supported by the county tax levy
and is budgeted for annually by the board of supervisors. Expenditures from this fund are restricted by
statute; however, they may include conducting accommodation schools and service programs.

The Detention Center Education Fund and County Jail Education Fund may be established in counties
where a juvenile detention center or county jail is operated. These funds are used to provide financia
support for education programs to prisoners under age 18 and disabled prisoners under age 22.

The CSS should follow the procedures outlined in the Uniform Accounting Manual for Arizona Counties
(UAMAC) when making expenditures from these funds.

COUNTY SCHOOL FUND

The purpose of the County School Fund is to benefit school districts. This may be accomplished either by
apportioning and distributing monies accumulated in the fund among individual school districts, or by
expending the monies on behalf of school districts. For example, installing a shared on-line computer
system between the CSS and school districts would benefit the school districts in the county.

The County School Fund is a continuing fund and any balance remaining at year-end may be carried
forward, to be used in the subsequent year. In accordance with A.R.S. §15-1000, the county treasurer
should deposit monies from the following sources into the County School Fund.

Payments made under A.R.S. 836-1419 that represent payments in lieu of the county levy for school
purposes. When a housing project is owned and administered by a housing authority under Title 36,
Chapter 12, Article 1, the housing authority and the city, town, or county in which the project is
located may agree upon payments to be made in lieu of property taxes. These payments are collected
in the same manner as other county taxes.

Taylor Grazing Act monies as provided in A.R.S. 837-723. All monies received by the State as its
distributive shares of the amounts collected by the United States government under the provisions of
the Taylor Grazing Act are apportioned among the counties in which the grazing district or leased
public land is located.

All receipts from the lease of public lands as provided in A.R.S. 837-724. All monies received by the
county from the lease of public lands within the county must be deposited with the school district
within which the leased land is located. If the lands do not lie within a school district, the county
treasurer must deposit the monies in the County School Fund.

Balances remaining in the Special County School Reserve Fund at the end of the fiscal year.
However, monies related to ongoing service programs and accommodation schools [except M& O and
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COUNTY SCHOOL FUNDS

Capital Outlay monies as provided for in A.R.S. §15-974(D)] should not be transferred to the County
School Fund.

All balances remaining in the funds of lapsed school districts after the payment of all unbonded
indebtedness of the district as authorized by A.R.S. §15-469. The CSS may need to instruct the
county treasurer to make the appropriate transfers.

All dividends, proceeds from sales, refunds, credits arising from canceled warrants, and any other
sums or amounts that are attributable to the County School Fund.

All other federal lieu taxes not specifically allocated by law.
Any gratuity or devise designated for specific school purposes.

Additionally, monies must also be deposited into the County School Fund under the following
circumstances:

In accordance with A.R.S. 815-998, fines assessed against the county treasurer for failure to keep a
separate account for each school district and for the Special County School Reserve Fund, or for
failure to comply with the notice requirements of A.R.S. §15-996.

Forest reserve monies received by the State Treasurer from the federal government in accordance
with A.R.S. 811-497 must be apportioned among the counties according to the forest reserve acreage
in each county. The money should be disbursed for the benefit of public schools and public roads of
the county, as directed by the board of supervisors. The county treasurer must notify the CSS of the
amount received from the State Treasurer. The portion that is designated to benefit public schools
should be deposited in the County School Fund or distributed to individual districts.

Some revenues of the County School Fund, such as payments made by housing authorities in lieu of the
county levy, Taylor Grazing Act monies, and receipts from the lease of public lands, may be deposited
directly with the county treasurer by the funding source.

The CSS must receive a validated treasurer’s receipt from the county treasurer for all monies deposited in
the County School Fund. Upon receipt of the validated treasurer’s receipt, the CSS should follow the
procedures to record revenues outlined in the UAMAC. All supporting documentation, including
validated treasurer’ s receipts, must be retained, and the records of the County School Fund maintained on
an accurate and timely basis. The CSS should periodically provide school districts with information
pertaining to the accumulation of County School Fund monies. (See Estimate of Monies Required by
School Digtrictsin 8l11-E, Budgets.)

SPECIAL COUNTY SCHOOL RESERVE FUND

The board of supervisors annually budgets an amount for the Special County School Reserve Fund to
meet its projected requirements.

The CSS should notify the board of supervisors of the estimated amount of money necessary for the
Special County School Reserve Fund for the budget year. This notification should be itemized and
submitted to the board of supervisors along with the estimate of monies necessary for the school districts
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for the ensuing year (see 8l11-E, Budgets). In accordance with A.R.S. 815-1001, the CSS should consider
the following needs when preparing the estimate of monies required.

Amounts for transporting school children to and from one- and two-room rural schools when the CSS
determines that such aid is necessary.

Amounts for transporting children eligible to receive state aid to and from unorganized territories to
school districts. (See Transportation Aid discussion below.)

Amounts for transporting, to and from the nearest high school, pupils residing in common school
districts not within a high school district, if the CSS determines that such common school districts
need such aid to supplement transportation aid received from ADE.

Amounts for one- and two-room school districts which, when added to the state aid for a school
district, will provide not more than $5,000 for a one-room school and not more than $9,000 for a two-
room school, if such schools are maintained for a minimum of 175 days per year.

Expenses necessary for establishing and conducting accommodation schools pursuant to A.R.S.
§15-308 (See 8IV, Accommodation Schools).

Expenditures necessary to establish and maintain, for the first year of operation, a county special
education program for handicapped children as provided in Title 15, Chapter 7, Article 4. (For
funding in subsequent years, see 8V1, Special Programs.)

In addition to the allowable expenditures detailed above, the CSS may also use the Special County School
Reserve Fund for the following purposes.

Tuition for children eligible for state aid being transported to and from unorganized territories. A.R.S.
§15-1002.

Expenditures for service programs, pursuant to A.R.S. 815-365 (see 8VI, Special Programs). A.R.S.
§15-1002.

Expenditures necessary to conduct an accommodation school on a military reservation. A.R.S.
§15-465.

Expenditures not to exceed $10 per school month, per pupil toward the education of children of
compulsory school age living at such a distance or inaccessible place that attendance in a school is
impracticable. A.R.S. §15-826.

To expend monies from the Special County School Reserve Fund, the CSS prepares vouchers which must
be approved by the board of supervisors unless this responsibility has been delegated to the CSS.
Warrants drawn on the Special County School Reserve Fund must be supported by a properly approved
voucher.

TRANSPORTATION AID

A.R.S. 815-1001(B) requires the CSS to determine the eligibility for transportation aid of children from
unorganized territories, and to certify the eligibility to ADE. To fulfill this requirement, the CSS issues
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Certificates of Educational Convenience for children in unorganized territories in accordance with A.R.S.
§15-825, and forwards copies of the certificate to ADE and the school district of attendance.

A.R.S. 815-1001(C) requires the CSS to determine the amount of transportation aid necessary for the
transportation of children from unorganized territories, and certify the amount to ADE. The CSS must
determine the amount necessary in accordance with A.R.S. 815-945(A)(1) and (2), and complete an ADE
form titled “Cost of Transporting Students from Unorganized Territories to Organized School Districts.”
The form includes actual pupil transportation expenditures for the previous year and the computation of
the estimated pupil transportation expenditures for the current year. In accordance with A.R.S.
§15-1001(C), transportation aid must not exceed the actua cost of providing the transportation. To
ensure that this provision is complied with, ADE compares the previous year’s actual pupil transportation
expenditures reported on the form to the prior year's actual transportation aid payments and adjusts the
current year's estimated amount by the under- or overpayment.

The form is supplied to the CSS by ADE at the beginning of each fiscal year and must be completed and
returned to the department by a designated date. ADE must apportion the monies for transportation aid
no later than the second Monday in September, December, March, and June.

DETENTION CENTER EDUCATION FUND

Each county that operates a juvenile detention center must offer an education program to school-age
children in the detention center. The CSS and the presiding juvenile court judge must agree on the
method of program delivery. If a county chooses not to operate the program through an existing
accommodation school, the CSS may establish a Detention Center Education Fund to provide financial
support for the program.

Funding for the Detention Center Education Fund consists of a base amount ($20,000 in fiscal year
1994-95) that is adjusted annually by the growth rate prescribed by law, and a variable amount calcul ated
pursuant to A.R.S. 815-913(E). The county treasurer must deposit the appropriate amounts into the fund
from monies collected from the tax levy for county equalization assistance. If the detention center
education program serves more than one county, amounts must be prorated among the counties in
accordance with A.R.S. 815-913(F) and paid to the county of jurisdiction.

COUNTY JAIL EDUCATION FUND

Each county that operates a county jail must offer an education program to al prisoners under age 18 and
disabled prisoners under age 22. The CSS and the sheriff must determine the method of program
delivery. If the CSS chooses not to operate the program through an existing accommodation school, the
CSS may establish a County Jail Education Fund to provide financial support for the program.

Funding for the County Jail Education Fund consists of a fixed base amount of $10,000 (in fiscal year
1995-96) and a variable amount determined each year in accordance with A.R.S. §15-913.01(E). The
county treasurer must deposit the appropriate amounts into the fund from monies collected from the tax
levy for county equalization assistance. If ajail education program serves more than one county, amounts
must be prorated among the counties in accordance with A.R.S. §15-913.01(F) and paid to the county of
jurisdiction.
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INTRODUCTION

The CSS may establish special programs to provide various educational services to school districts.
These programs include special education programs, service programs, and special small district service
programs.

Specia education programs adjust environmental factors, modify the course of study; and adapt teaching
methods, materials, and techniques for the education of students who are either gifted or disabled to such
an extent that they need special education in order to receive educational benefit. A CSS may provide
specia education programs through accommodation schools or through cooperative agreements with
school districts. Additionally, a CSS may be involved in the administration of a specia education
program established through an intergovernmental agreement, or may contract with a public or private
school to provide such services to school districts.

The CSS may establish service programs and special small district service programs at the request of a
school district governing board. Service programs established by the CSS include those that can be
accomplished more efficiently and economically as multidistrict or multicounty operations. The CSS
may establish special small district service programs to meet the needs of school districts with a total
student count of fewer than 600.

SPECIAL EDUCATION PROGRAMS

The CSS is authorized by A.R.S. 815-764(F) to establish specia education programs for gifted children
or children with disabilities, in accommodation schools or through a cooperative agreement with other
school districts. Special education programs must meet the approval of and comply with the rules of
ADE's Division of Special Education. The CSS will not receive equalization assistance for specia
education students unless the county complies with the provisions of A.R.S. §15-761 et seq and the
conditions and standards prescribed by the Superintendent of Public Instruction pursuant to the rules of
the State Board of Education for pupil identification and placement pursuant to A.R.S. 8815-766 and
15-767. A.R.S. 815-769(C).

Estimate of Program Costs

At the beginning of each school year, the CSS must estimate the expenditures for each specia education
program established in an accommodation school. Expenditures can be estimated based on the magnitude
of the program, staff contracts, current estimates of costs, and past experience. The special education
program cost estimate should then be used as a basis for allocating the tuition cost of the program to the
participating school districts.

Tuition Cost

The CSS must present a written estimate of the program’s tuition cost to the school districts that have
signed an agreement to participate in the accommodation school’ s special education program. The tuition
cost is the estimated per capita cost based on the number of pupils that each school district has estimated
will enroll in the program, and can be calculated using the work sheet provided on page V1-7.
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School districts must pay the tuition quarterly in advance on July 1, October 1, January 1, and April 1 to
the CSS. The tuition charges must be adjusted accordingly for increases in enrollment during the school
year over the school district’s estimate of July 1. In the event of overpayment by a school district, the
necessary adjustment must be made at the close of the school year.

In accordance with A.R.S. §815-1001(A)(6), the CSS may budget the necessary expenditures to establish
and maintain for the first year of operation a special education program for handicapped children within
the Special County School Reserve Fund. (See 8V, County School Funds)

I nter gover nmental Agreements

The CSS may, in accordance with A.R.S. 815-764(E), provide for special education programs for
exceptional children by establishing and administering intergovernmental agreements. The agreement
may include provisions for tuition students and for the lease-purchase of facilities. The CSS should
estimate expenditures and receive tuition payments for special education programs established through
intergovernmental agreements, as provided in the terms of the agreement. Detailed information
concerning the establishment and form of intergovernmental agreements can be found in the USFR,
8X-C, Cooperative Agreements and Regional Services.

Contractsfor Special Education Services

A CSS may, in accordance with A.R.S. §15-765(D), contract with and make payments to public schools,
private schools, institutions, and agencies approved by ADE’s Division of Special Education, within or
outside the county, to provide services to disabled children if al of the following conditions have been
met:

The provisions of A.R.S. §15-766, requiring the evaluation of a student for placement in a special
education program.

The conditions and standards prescribed by ADE’s Division of Special Education.

The county is unable to provide personnel or satisfactory education and services through its own
facilities in accordance with the rules of ADE's Division of Special Education.

SERVICE PROGRAMS

Establishment of Programs

The CSS may establish service programs for situations in which services can be provided more efficiently
and economically as multidistrict or multicounty operations. A.R.S. §15-365. Once established, service
programs must be made available to any local school district governing board officially requesting such
programs. Agreements or contracts between the CSS and the school district to provide or participate in
such programs are not subject to the provisions of A.R.S. 811-951 et seq governing intergovernmental
agreements and contracts. Examples of possible services include the following:

Accounting Data processing Media center

Adult education Distance learning Mobile learning centers

Curriculum development and Grant program writing and Payroll preparation
implementation management Preschool education
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Print shop Staff development Testing

Purchasing Teacher pools Transportation
Shared staff Technology Vocationa education
Specia education

Program Costs

CSS service program central administrative and general service costs must be prorated to participating
school districts. Districts must budget these costs and pay them as contract costs. Therefore, the CSS
should estimate the costs and provide participating districts with estimates of their proportionate costs.
These estimated costs should be provided to each school district before districts prepare expenditure
budgets.

To estimate the expenditures for each service program, the CSS should include both its central
administrative and general service costs. Central administrative costs are those costs to administer a
service program benefiting al districts in the program. General service costs are those costs directly
related to a specific service program. These costs can be estimated based on requests for services, staff
contracts, and past experience.

In accordance with Attorney General Opinion 194-007, A.R.S. §15-365(B) and (K) require the costs of a
service program to be paid exclusively by participating districts. Therefore, the county cannot directly
pay costs of the service program and should charge the participating school districts for actual central
administrative and general service costs quarterly or as provided in the agreement or contract.

Fiscal Report

The CSS operating a service program for the benefit of school districts is required to prepare a fiscal
report for each service program in operation and submit the report to each school district involved in the
program and to the board of supervisors by May 31. These fiscal reports show the expenditures of each
service program.

The fiscal report may be prepared on the form shown on page VI-8. Expenditures on the report may be
grouped by central administrative and general service costs or by fund, program, function, and object
code depending on how the CSS records expenditures. The following information should be included for
each service program.

Actual expenditures through March 31 based on the CSS' accounting records.

Estimated expenditures from April 1 through June 30. Two methods for estimating expenditures are
presented below; however, any reasonable method may be used.

» Prepare alisting of all expenditures consistent from month to month (such as salaries, employee
benefits, purchased services, supplies, etc.) and add to it any other known commitments for April,
May, and June.

or

= Divide total actual expenditures at March 31 by nine (the number of months from the beginning
of the fiscal year) to determine the average expenditures per month for the program. Multiply the
average expenditures per month by three (the number of months remaining in the fiscal year).
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Progress Report

The CSS must aso prepare a progress report for each service program, and submit the report by May 31
to the board of supervisors and each participating school district. The progress report provides the board
of supervisors and each school district with information concerning the nonfinancial aspects of the service
program. The progress report may be a written narrative of the program and typically should include the
following information:

Name of service program

Type of services provided

Didtricts in the program

Total students participating in each service

Total teachers or other staff in the program

Objective of each service

Report on whether the objective is being met and reasons for the determination

This report, together with the fiscal report, should give an overall perspective of the service program.

SPECIAL SMALL DISTRICT SERVICE PROGRAMS

Establishment of Programs

The CSSisauthorized by A.R.S. 815-365 to establish special small district service programsin such areas
as administrative assistance and specialized services, to meet the unique needs of school districts with a
total student count of fewer than 600. Students enrolled in grades 9 through 12 who are tuitioned out
from an elementary school district not within a high school district must be excluded from the elementary
school’s student count. Small district service programs may be organized within a single county or may
be organized to serve two or more counties, depending on the number of small districts within the county.
The following criteria for the organization of small district service programs are set forth by statute.

For counties with 7 or more school districts with a student count of fewer than 600, the program may
serve a single county or 2 or more counties.

For counties with fewer than 7 school districts with a student count of fewer than 600, the program
must serve 2 or more counties as determined by the Superintendent of Public Instruction.

The Superintendent of Public Instruction will select a county of jurisdiction for each small district service
program that serves two or more counties.

The counties have been organized to serve small district service programs as follows:

Apache* and Navgo - Pima
Santa Cruz* and La Paz - Mohave
Graham*, Gila, and Greenlee - Cochise
Yuma* and Coconino - Pind
Maricopa - Yavapai

*Designates county of jurisdiction.

1/98 VI-4



If a special small district service program was established before fiscal year 1987-88, the program may
continue to operate as a single county program if the county contains fewer than seven, but at least four
small school districts. A school district that participated in a small district service program in the prior
year, which now has a student count of 600 or more in the current year, may continue to participate in the
program for the current year and one additional year.

Program Costs

The CSS administering the small district service program must budget the expenditures and include such
amounts in the county budget.

The costs of the program are payable in part from the Small District Service Program Fund. Costs in
excess of the amount available in the Small District Service Program Fund must be shared on a user basis
and be budgeted and paid as contract costs by the participating school districts. The CSS should account
for such contract revenues in the Small District Service Program Fund.

In fiscal year 1989-90, the base amount of the Small District Service Program Fund consisted of $56,494,
plus $5,084 for each participating school district. In subsequent years, the amount of the Small District
Service Program Fund is the base amount and per-district amount of the prior year adjusted by the growth
rate, as prescribed by law.

Revenues for the fund are derived from monies collected from the tax levy for county equalization
assistance, as provided in A.R.S. §15-994, before the monies are used to provide equalization assistance
as provided in A.R.S. 815-971(C). The CSS should notify the county treasurer of the appropriate amount
of egualization assistance to be paid to the Small District Service Program Fund.

For small district service programs that serve two or more counties, the Superintendent of Public
Instruction selects a county of jurisdiction to maintain the Small District Service Program Fund, and
payments of county equalization assistance are made into the Small District Service Program Fund in the
county of jurisdiction by each county participating in the program. The payment to be made by each
county varies depending on the number of participating school districts in a county and is computed using
the following steps:

1. Determine the total amount of the Small District Service Program Fund.
2. Determine the total number of small school districts served by the program.
3. Divide the amount determined in step 1 by the amount determined in step 2.

4. Multiply the number of small school districts served by the program in each county by the amount
determined in step 3. Thisis the amount that each county must pay to the county of jurisdiction.

Or, expressed as aformula:

Total Amount of Fund Number of School Districts Amount to Be Paid by the
Total Number of School X Served in the County = County for the Small District
Districts Served Service Program
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The county treasurer of the county of jurisdiction must deposit monies received from other counties into
the Small District Service Program Fund and pay into the Fund its county’s proportionate share, as
computed above.

Reporting Requirements

The CSS should prepare a fiscal report and progress report for each specia small district service
program in the same manner as other service programs. See pages VI-3 and 4 for a discussion of these
reports.
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SPECIAL EDUCATION PROGRAM

TUITION COST WORK SHEET

Program Fiscal Year

1. Estimated Expenditures of Program
2. Less: Estimated Revenuesfrom Sources Other Than Tuition

(List source and amount)

Total Nontuition Revenues

3. Amount to be Provided by Tuition (Line 1 lessline 2)

4. Expected Student Enrollment

5. Estimated Per-Student Tuition Cost (Line 3 divided by line 4)

6. Estimated
School Program X Per-Student = Annual , 4= Quarterly
District Enrollment Cost Tuition Cost Tuition Cost
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COUNTY SCHOOL SUPERINTENDENT’S OFFICE
SERVICE PROGRAM FISCAL REPORT

FISCAL YEAR
EXPENDITURES
ACCOUNT CODE EXPENDITURE | ACTUAL THROUGH ESTIMATED APRIL 1
PROGRAM NAME | FUND | PROGRAM | FUNCTION OBJECT DESCRIPTION MARCH 31 TO JUNE 30
County School Superintendent Date
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COMPLETION REPORTS

INTRODUCTION

School districts receive federa grants either directly from the federal grantor or through a pass-through
entity, such as ADE or the Office of the Governor. For those federal grants that are administered through
ADE, school districts are required to submit completion reports to ADE, the pass-through grantor agency.
As the pass-through grantor, ADE requires school districts, except for those districts operating under the
Accounting Responsibility Program, to submit the completion reports through their respective CSS for
certification before forwarding them to ADE. The CSS is required to certify that the reports were
reconciled to the CSS' records and that the reports are reasonable statements of total grant expenditures.
School districts that have assumed accounting responsibility pursuant to Arizona Revised Statutes
§15-914.01 must submit their completion reports directly to ADE for grants ADE administers.

REVIEW PROCESS OVERVIEW

When applying for federal grants that are administered through ADE, school districts submit a budget
report to the appropriate ADE program office. Once approved, ADE sends a copy of the budget report to
the CSS to maintain on file. Within 90 days after the grant’s expiration or termination, districts must
submit the completion report to the CSS for certification and forwarding to ADE.

ADE relies on the completion report for grant information such as the final budget, expenditures, the
budget balance, and any overexpenditure for budgeted line items as well as for the grant in total. If
required by the grant program, the completion report aso provides a summary of local expenditures. In
addition, the report indicates the grant’s total cash balance at its expiration. A CSS who prepares
completion reports for school districts should refer to the most current ADE policies and instructions for
preparing the reports.

Such financial information is necessary for ADE to ensure that its cash management policies are properly
administered for each grant. If there is an unencumbered cash balance for any such grant at the end of the
fiscal year and the grant project will be funded in the subsequent fiscal year, the district may request to
carry over the balance to the subsequent fiscal year. If ADE approves the district’s request to expend the
cash balance in the subsequent fiscal year, ADE sends a copy of the amended budget report to the CSS.

If the grant project is not funded in the subsequent fiscal year, if the grant project does not allow for the
carryover of funds, or if the budget amendment is not approved, the district is required to return the cash
balance to ADE and should submit a voucher in the amount of the unencumbered cash balance aong with
the completion report to the CSS for processing. Once the CSS has certified the completion report, both
the completion report and district warrant, if applicable, are sent to ADE.

The CSS should maintain a Budget/Completion Report Control Log for each school district to monitor
the budget reports and compl etion reports received. A sample control log is provided on page V1I-4.

PROCEDURES

The CSS should follow these procedures upon receiving budget reports from ADE and upon receiving
and certifying completion reports submitted by school districts. In addition, the CSS should follow the
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procedures presented in 8l11-D, Expenditures, when processing school district vouchers accompanying
compl etion reports.

Performed by Procedure

Account Clerk 1. Prepares a Budget/Completion Report Control Log for each school
district at the beginning of the fiscal year.

2. Enters from the budget report from ADE: the grant name, CFDA number,
grant expiration date, date the budget report was received, and initias in
the corresponding columns on the control log.

3. Enters the date the amended budget report was received from ADE and
initials in the corresponding columns on the control log.

4. Files the budget report/amended budget report and control log by district.

5. Enters the date the completion report and school district voucher were
received from a district and initials in the corresponding columns on the
control log.

6. Verifies the completion report’ s mathematical accuracy.

7. Verifies that total grant expenditures and cash balance reported on the
completion report agree to the CSS' records.

8. Verifies that any unencumbered cash balance has been approved to be
expended in the subsequent fiscal year per the approved amended budget
report in the district’s file or verifies that the district is returning the cash
balance to ADE, as applicable.

9. Discusses and resolves any problems noted during the review with the
district’s representative.

10. Initials the completion report to document the review.

11. Forwards district voucher for processing and holds completion report until
receiving the processed warrant in the amount of the unencumbered cash
balance. (See procedures on pagell1-D-3).

(Note: ADE will automatically stop payment of funds for completion
reports that are not received timely. If the ADE deadline for receiving the
completion report will come due before the warrant can be processed or
before the budget report requesting a carryover of funds to the subsequent
fiscal year can be approved or disapproved by ADE, the completion report
should be submitted on time without a warrant to prevent a lapse in funds.
In such instances, the warrant may be submitted to ADE at a later date or
at ADE’srequest.)

12. Forwards the completion report, district warrant if applicable, and control
log to the CSS or authorized designee for review.
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Performed by Procedure

CSS or Designee 13. Reviews the report to the extent necessary to certify that it was reconciled
to the CSS' records and that the report is a reasonable statement of total
grant expenditures. Verifies that the warrant returning the unencumbered
cash balance to ADE was properly prepared, if applicable.

14. Signs and dates the completion report and enters the date and initials in the
corresponding columns on the control log. (See the procedures discussed
below for completion reports submitted to ADE electronically).

15. Returns the signed completion report, district warrant, and control log to
the account clerk.

Account Clerk 16. Makes a photocopy of the signed completion report and district warrant.

17. Forwards the original completion report and district warrant, if applicable,
to ADE.

18. Enters the date the completion report was forwarded to ADE and initials in
the corresponding columns on the control log.

19. Files the copy of the completion report, the copy of the district warrant if
applicable, and completed control log by district.

If completion reports are submitted by the district to ADE electronically, the completion report should be
approved or disapproved by the CSS on-line. Accordingly, the CSS' electronic identification number is
acceptable for certification purposesin lieu of a signature by the CSS or designee.
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For the Year Ended June 30,

COMPLETION REPORTS

BUDGET/COMPLETION REPORT CONTROL LOG
School District No.

Received Forwarded
Grant Received Amended Received Reviewed Report/
Grant CFDA Expiration Budget Budget Completion Completion Warrant to
Name Number Date Report Report Report Report ADE
By | Date | By | Date | By Date By Date By Date
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INTRODUCTION

The electronic data processing (EDP) internal control guidelines presented in this section are provided to
assist the CSS in developing and implementing adequate internal controls over EDP-based accounting
systems used to maintain school district records. They are designed to provide reasonable assurance that
school district financial data that the EDP-based accounting system processes or generates will be
accurate and reliable.

These control guidelines are not a substitute for the basic concepts of internal control; rather they are a
specialized application of them. The basic concepts of internal control are expressed in terms of
objectives and, therefore, are independent of the data processing method used. As such, they apply
equally to manual and EDP systems.

EDP internal control is divided into two basic types: 1) general controls, which relate to internal controls
that apply to al EDP activities, and 2) application controls, which relate to specific accounting
applications. Because of the unique characteristics of microcomputers, the general controls have been
modified specifically for them. Additional application controls have been developed for microcomputers,
and supplement the other application controls used in a mainframe EDP system.

Given the wide range of computers in use and the various ways in which financial applications are
adapted, developing specific controls for each CSS is impracticable. For example, in certain counties the
CSS is directly on-line with the school districts, and in other counties, the CSS receives electronic
transfers of files, receives disks or tapes of financial information from school districts, manualy reenters
al information from the districts, or uses a combination of these methods. Therefore, EDP interna
controls should be appropriately tailored to the specific needs of each CSS.

This section also includes documentation requirements and additional controls for innovative
technologies that may be implemented for an effectively controlled EDP system.

As used throughout this section, “user” designates employees, whether at the CSS or at a school district,
who receive and make use of the reports and information the EDP system generates. “EDP personnel”
designates employees who manage, design, program, or operate the EDP system.

INTERNAL CONTROL

General Controls

Genera controls are classified as organization and operation; systems development, modification, and
documentation; hardware and system software; access; data and procedural; and contingency planning
controls. General controls apply to all EDP activities and promote the achievement of the following
objectives:

Effective management of computer resources
Adequate segregation of duties and responsibilities
Identification of hardware and system software malfunctions

Prevention of accidental record destruction
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Restriction of access to EDP resources, such as equipment, files, programs, documentation, and
telecommunications

Effective systems and programs to prohibit unauthorized program changes
Detection or prevention of accidental errors occurring during processing

Development and modification of EDP-based accounting systems according to user reporting
requirements

Consistent and reliable operation of the EDP function by providing standards and written policies and
procedures for the conduct of the data processing function

Adequate documentation and control of systems, programs, and instructions

Organization and Operation Controls—The organization plan establishes the structure in which
operations function, and determines their relationships to each other. It provides segregation of functions,
duties, and responsibilities so that no individua performs incompatible duties that may permit concealing
errors and irregularities. Additionaly, the organization plan may encompass EDP functions at school
districts in counties where districts are on-line with the CSS.

To prevent the unauthorized or fraudulent manipulation of user data by EDP system personnel, duties
should be segregated between EDP personnel and users. Also, the CSS should designate specific
employees to authorize the execution of transactions, and prohibit EDP personnel from initiating or
authorizing transactions. When independence is not possible, such as when the EDP system is a part of
the user unit, periodic review of transactions by a designated employee may partially compensate for
inadequacies in the segregation of duties.

The duties of operating and programming computers should be segregated. Unauthorized modifications
to programs or files are more likely if the systems and programming functions are not independent of the
operating function. Programmers and systems analysts are usually aware of the parameters of application
programs; therefore, these employees would be in the position to circumvent certain software controls if
allowed to operate programs.

The CSS should use an effective system of processing logs and transaction logs for complete and accurate
data. Personnel independent of authorizing and processing transactions may maintain and review these
logs. If transactions are processed in a batch environment, batch controls should be used.

Systems Development, Modification, and Documentation Controls—The CSS should design controls
for the development and modification of each application system. EDP systems should be developed or
modified according to CSS and other user requirements.

Policies and procedures for systems development should require the following:

Internal auditors or designated employees should evaluate proposed systems at critical stages. User
representatives should actively participate in the evaluation.

Users and EDP personnel should test both manual and computerized phases and test for consistency
with design specifications and user requirements.

EDP personnel should examine the final test results and system documentation, including
documented changes from the original design specifications.
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EDP personnel should obtain final approval from users before placing a system into operation.

The CSS should establish policies and procedures to authorize, test, implement, and document all
program changes after implementing the system to maintain its integrity, and they should be applied to
both system software and application programs.

Hardware and System Software Controls—These controls should identify malfunctions that occur in
both the hardware and software. The CSS should take the following steps to maximize the effectiveness
of such controls:

Hardware should be properly maintained and equipped with automatic error detection features, such
asinternal logs.

Preventive maintenance should be performed regularly on hardware.
Formal procedures should be established and followed for recovery from hardware errors.
The maximum control features built into the computer hardware and system software should be used.

System software should have adequate control features, such as sign-on identification passwords and
password protection of files, access privileges and authorization, and control over implementing changes.

To preserve the integrity of system software, it is essential to establish written policies and procedures to
request, authorize, and approve changes to programs. Only an authorized employee should approve,
document, and verify changes.

Access Controls—Access controls provide safeguards allowing only those individuals designated to use
hardware, files, or programs.

Program documentation contains information necessary to initiate changes to programs, data file
structures, programmed control criteria, and all other application elements. Consequently, access to
program documentation should be restricted to those employees authorized to maintain computer
programs.

Access to data and program files should be restricted to employees authorized to process or maintain
particular systems.

The CSS should limit computer hardware access to operators and assign hardware to specific employees.
Also, the CSS should establish procedures to periodically verify the location of hardware and that
safeguards exist.

Access to hardware, files, and programs can be limited and monitored through the following safeguards:

Physical Security Devices

Combination entry pads and card-key door locks
Surveillance monitors
Intrusion detectors

Logical Security Techniques

Use of individual user passwords that are changed periodically and cannot be reused
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Different levels of access capabilities—read/write privileges
Automatic logoff
Review of utilization reports and console logs

In those cases where school districts are on-line with the CSS, the CSS should request the district
governing boards to assign access privileges to specific district employees.

Data and Procedural Controls—Data and procedural controls provide a framework for controlling daily
operations and establishing safeguards against processing errors.

A designated employee should be responsible for the completeness and accuracy of data throughout the
processing cycle. This responsibility may be assigned either to auser or to EDP personnel.

EDP personnel should prepare written documentation of the various EDP systems and the policies and
procedures for the users. In counties where some EDP functions are performed at school districts, the
documentation should address applicable procedures for district personnel. Such documentation is useful
in training new operators and providing necessary documentation to compare actual performance with
planned operations. See page VI11-6 for a detailed description of documentation components personnel
should prepare.

Internal auditors and other employees independent of the EDP function should be assigned to review and
test computer processing activities on a continuous basis to monitor the effectiveness of data and
procedural controls.

Contingency Planning Controls—Contingency planning controls are designed to safeguard against the
accidental loss or destruction of records, and to prevent interruption of EDP operations. Such controls
include backup, environmental, and disaster recovery.

Files, programs, and documentation should be physically safeguarded by maintaining backup copies at an
off-site storage facility. In addition, backup copies of magnetic tapes or disks should be made before they
are transported between the CSS and the school districts. Policies and procedures should be devel oped
and documented for recovery of datain the event of a disaster.

The storage site should be protected against safety hazards and environmental damage, as well as
unauthorized access. Records on magnetic storage devices should be protected from exposure to extreme
heat and powerful magnetic fields. The CSS should aso physically safeguard the computer facility
against damage from fire, water, and other environmental hazards. Safeguards against fire include smoke
detectors, automatic halon systems, and fire extinguishers.

The CSS should consider maintaining compatible backup computer facilities; documented, tested disaster
recovery plans, and adequate insurance coverage for continuity of operations in the event of major
destruction of files or a hardware breakdown. A complete disaster recovery plan should include formal
equipment backup agreements covering machine time availability, application processing priorities,
information exchanges regarding equipment configuration/system software changes, testing procedures,
and cost.
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Application controls are categorized as input, processing, and output controls. These application controls
help achieve the following objectives, in both batch and real time processing:

Application Controls

An adequate audit trail is maintained so transactions can be traced from inception to final disposition
through the EDP process and vice versa.

Input data is appropriately authorized.
Transactions are recorded accurately on the computer files.
Data on the files remains correct and current over an extended period.

Computer-generated output is reconciled, checked for validity, and distributed to the appropriate
recipients.

Component file records and input/output documents involved in the processing of transactions or in
the accumulation of totals can be identified and located.

Input Controls—Input controls help ensure that data received for processing is properly reviewed and
authorized, and is accurately and completely transferred from its source to a machine-readable format.

Only properly authorized input should be accepted for processing. If checks are not built into the
computer program, each application should include a procedure for authorizing input transactions by
signature or stamp before processing. For example, the CSS should perform and document a review of
supporting vouchers received from school districts before processing warrants.

The EDP system should include edit programs to check for valid codes. EDP personnel should design
edit checks to detect transpositions and other clerical errors.

Conversion of data into machine-readable form should be controlled. The most common errors in
converting data into machine-readable form are improper keying and eliminating or duplicating records.
There is a wide range of control techniques available to minimize errors, many of which can be directly
written into the computer programs. These techniques include reasonableness checks, logical relationship
checks, and self-checking codes.

If processing data in a batch environment, personnel should control movement of data between processing
steps, and between the CSS and school districts.  Control over data movement should be designed to
prevent the loss, addition, and alteration of data, and include user groups, control groups, and EDP
personnel.

The CSS should establish review and control policies and procedures over corrections and revisions to
data entered into the EDP system. Errors detected by an EDP system should be corrected from the input
source. An employee independent from the inputting process should review and approve corrections.

Processing Controls—Processing controls provide reasonable assurance that transactions are not
omitted, unauthorized transactions are not added in the application process, transactions are recorded
accurately on computer files, and data remain correct and current over an extended period.

Personnel should calculate and reconcile processing control totals with input control totals. EDP
personnel should design automated systems to aid balancing input controls with processing controls. For
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example, if the ledger system provides for total debits and credits to be posted as an input control, EDP
personnel should program the system to produce debit and credit totals.

EDP personnel should develop controls so that the correct file is processed, errors are detected in file
manipulation, and operator errors are identified. Errors may indicate control weaknesses or control points
that are being bypassed.

Where appropriate, limit and reasonableness checks should be incorporated within programs to help
detect clerical or processing errors.

Output Controls—Output controls provide assurance that data is accurately and completely processed,
and that security is maintained over the data after processing.

Personnel should reconcile output control totals with input and processing control totals. The user or a
designated independent employee should prepare the reconciliations, or they may be incorporated into the
application program.

When practical, an employee should review output products and compare information to original source
documents. This control is particularly important for nonnumeric data, such as item labels, which cannot
be controlled through balancing totals. Additionally, output products should be distributed only to
authorized users.

DOCUMENTATION

Good documentation is important in designing and implementing well-controlled EDP systems. |t serves
as a source of information in the study and evaluation of accounting control, and promotes systems
continuity. Documentation provides an understanding of the system’s objectives, concepts, and output. It
also provides a source of information for systems analysts and programmers responsible for maintaining
and revising existing systems. Documentation provides information necessary for supervisory review and
serves as a basis for training new personnel. It also serves in communicating common information to
other systems analysts, programmers, operators, and independent auditors.

EDP documentation defines the system, programs, and policies and procedures for performing data
processing tasks. In counties where on-line EDP functions are performed at school districts, the
documentation should address applicable procedures for district personnel. For those counties, copies of
applicable documentation should be provided to the users of the system at each school district and the
CSS' office. Documentation includes systems and program descriptions, flowcharts, program listings,
record layouts, operating instructions, control procedures, examples of input documentation, and sample
output products.

Documentation must be prepared in conformity with a predetermined standard, which should be
established before designing and programming systems. Documentation classifications are problem
definition, systems, program, operations, and user documentation.

Problem Definition

Problem definition documentation should generally justify the necessity for implementing a system,
describe the operations it performs, include project proposals indicating projected changes in hardware
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and software, provide evidence of approval and subsequent system changes, and list the assignment of
project responsihilities.

Systems

Systems documentation should provide sufficient information to trace accounting data from its original
entry to system output. Systems documentation should include systems input, output, file, and control
descriptions.

Systems documentation should aso include systems flowcharts showing data processing through the
system and the interrelationship between processing steps and computer runs. Copies should be retained
of systems' change authorizations, including their effective dates.

Program

Program documentation is used primarily by programmers and systems analysts to control corrections and
revisions to programs. Program documentation should typically include a brief narrative description, a
list of control features, a detailed description of file formats and record layouts, and source statements and
parameter listings. It should aso include a flowchart, decision table, or detailed logic narrative. In
addition, program documentation should indicate processing requirements and descriptions of special
features, such as error detection routines. Operating instructions, input and output formats, and records
authorizing program changes (i.e., the user's request for the change, the test results, and the user's
approval of the change) should aso be documented.

Operations

Operations documentation describes how information is processed in the system. Information provided to
the computer operator should include a program description, and the required program inputs and outputs,
such as forms and formats. Operations documentation should also include setup instructions and
operating system requirements, control procedures to be performed, recovery and restart proceduresin the
event of hardware or software malfunctions, and operating sequences of tapes, disks, and other files.
Also, operating notes listing program messages and the action necessary to signa the end of jobs,
estimated normal and maximum run time, and operator instructions in case of an emergency should all be
integral components of operations documentation.

User

User documentation provides information relating to functions performed, and the flow of data between
the user and EDP personnel. User documentation should include a system description, input and output
descriptions, error correction procedures, cutoff procedures for submitting data for processing, and a
description of how the user verifies EDP-generated reports for accuracy. User documentation should also
include a list of control procedures indicating the personnel level responsible for performing them.
Additionally, policies and procedures regarding the physical access to hardware, software, and critical
data by users at the school districts and the CSS' office should be included in user documentation.

The CSS should establish standardized procedures for resolving errors or problems identified in the
output by school districts and other users. These procedures should include documentation of the
problem, identification of the programmer assigned to correct it, and timely review by a supervisor to
verify that the problem was resolved.
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The degree of documentation described in the five classifications above depends on the circumstances and
characteristics of the system. Notwithstanding, EDP personnel should thoroughly document standards
and procedures for organization and operation, systems development, modification and documentation,
hardware and system software, access, data and procedural, and contingency planning controls.

Furthermore, with the increase in microcomputers, individually and as smart terminals in local area
networks (LANS), program applications such as spreadsheets, database functions, and report generation
are increasingly end-user oriented. End-user computing circumvents the delays often experienced with
requesting specialized outputs from EDP personnel. In end-user computing environments, users can
access data from the LAN and design applications, or modify report formats to obtain the required output
documents, without using EDP personnel.

EDP personnel should develop and document policies and procedures to ensure adequate data access and
contingency planning controls are in place for end-user computing. End-user computing creates unique
concerns for hardware, software, security, and usage. The policies and procedures developed should
address software version control, virus detection and prevention, data security and integrity, hardware
standardization, and guidelines for the acquisition of software by end users.

To maintain adequate control over modifications made by end users, their changes to programs,
applications, and report formats, including authorization of such changes, should be reviewed by EDP
personnel.

INNOVATIONSIN TECHNOLOGY

Innovations in computer technology relating to microcomputers, databases, networks, and
telecommunications have increased the use of microcomputers in processing and generating financial
data. Due to the inherent characteristics of microcomputer uses and applications, specific controls
addressing their uniqueness have been devised.

The CSS should study and evaluate the microcomputer environment to determine the extent to which
confidential and sensitive information is being processed, and whether adequate controls exist. As a
result of such an evaluation, designated personnel should develop data security policies and procedures
and disseminate them to employees to increase their awareness of security and control measures over
such critical information.

The following general controls should be implemented for microcomputers, and the following application
controls should be used in conjunction with the application controls on pages VI11-5 and 6:

General Controls

In a microcomputer environment, the duties of programming and operating are normally not separated
because of limited resources. Programs and data files are frequently both included on the EDP system
and are accessible to individuals operating the microcomputer. If segregation of duties is not practical,
the CSS should establish procedures to periodically compare program versions in use to authorized
versons, and review output products. Further, the CSS should require employees to take regular
vacations and rotate duties.
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Also, in a microcomputer environment, the computer is often located in the same area as the end user
rather than in a separate data processing area. In such an environment, end users gain access to data and
applications programs through microcomputers and network connections. In addition, because
microcomputers are not as sengitive to temperature, humidity, and other environmental factors, personnel
are often not inclined to place microcomputers in a physicaly secure area.  However, such egquipment
should be adequately protected against theft, unauthorized use, and environmental hazards. Hardware
theft may be discouraged by attaching computers to tables or walls. Security against unauthorized use
can be provided by assigning individual access codes to users or by replacing on/off switches with key
locks. Microcomputers can also be protected from such environmental hazards as static electricity and
power surges by anti-static devices and surge protectors.

Similarly, personnel should protect diskettes from theft and environmental hazards. Storage devices may
be used to protect diskettes or other storage media from unauthorized access. |If the software agreement
permits, the CSS should make a working copy, or archival copy of the original program disk, and retain
the original in a safe location. Damage may occur to program and data file diskettes from such hazards as
direct sunlight, excessive heat, magnetic fields, or mishandling.

Controls over the use of programs in a microcomputer environment can vary considerably. Some
manufacturers provide users with the ability to lock the program files, making them inaccessible to
unauthorized modification. If this control is not available, programs and files should be stored securely
and access to them limited to authorized employees. In addition, logs may be used to control access to
the program and files library.

System software in some microcomputers may enable the CSS to control access to programs and data
files by restricting access to specific menus and procedures. This technique prevents unauthorized
personnel from executing specific applications, such as initiating payroll and disbursements. System
software that requires user codes or passwords to access program and data files may also generate
utilization reports similar to a librarian function. Such reports should be reviewed periodically to detect
any unauthorized access to the system. In addition, system software controls should be modified to lock
out aterminal after a specified number of failed logon attempts.

System software controls may permit employees with different levels of responsibility to have appropriate
access and inquiry capabilities within a database or network; and certain terminals may be limited to
specific functions. For example, a “read only” facility permits inquiry of the master files and the
execution of programs but prohibits modification. With this control, the CSS can limit one employee to
process payroll transactions and assign another employee to make changes to employee master files.

Further, data security can be enhanced through encryption devices or programs that scramble computer
information and use a special agorithm to transmit or read data.

Some microcomputer systems may generate reports that identify individual users, record the programs
executed, and specify other relevant information. The CSS' review of these reports may be an effective
access control. The CSS may also establish processing schedules that can be compared to usage reports
to check for unauthorized use.
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Data files should be duplicated frequently so that at least a second copy is available for processing if the
original fileislost or destroyed. Backup copies of critical data files should be stored in safe |locations that
are secure from hazards, such as fire or extreme heat.

Application Controls

The CSS may use transaction counts and other batch controls in microcomputer systems. Control totals
may be established over the number of transactions and other significant numeric information entered.
For example, the totals could be recorded manually in batch control logs. The control totals could then be
reconciled with input and output totals by another individual independent of the data entry and processing
functions.

Virus Prevention and Detection

A virus is a potentially destructive computer program that attaches itself to a computer system, has the
ability to replicate itself, and may infect either disks or programs, causing the computer system to react in
ways that were not originally intended. With the increased use of innovative technology such as LANS,
the chance of introducing computer viruses into the computer system increases.

The most common access point for computer viruses is through the floppy disk drive using commercial
“shrink-wrapped” software packages, shareware packages, data diskettes, and employees personal
diskettes. Another, but less common method for viruses to be spread, is through telecommunications,
such as downloading files or software from Internet sites.  All software and floppy diskettes should be
checked with virus protection software before use. The CSS should establish strict guidelines for
downloading software and using shareware packages and personal diskettes. The CSS should develop
written policies and procedures for preventing and detecting computer viruses and communicate them to
USers.

Database M anagement Systems

Database management systems are externally developed software packages used to store interrelated data
that is used by more than one application. Database systems reduce the number of files by consolidating
data and eliminating redundancies. Consolidation of data facilitates generating reports and listings that
include data from severa areas, as well as allowing central control over information. A data dictionary
should be used to document the meanings and attributes of data elements, as well as their interrelationship
within the database management system.

A database administrator may be assigned to maintain a database system. Whether or not a database
administrator is designated, the following policies and procedures should be addressed in addition to the
general and applications controls described beginning on page VI1I1-1:

Defining, implementing, and enforcing the rules for data integrity, completeness, modification,
storage, and access, including the assignment and control of access to sensitive data, such as payroll
and personnel files.

Incorporating the security, integrity, performance, and data requirements of the various users to help
ensure that al requirements are met on atimely basis.

Documenting computer operating procedures for the database system, including updating and
concurrent updating protocol, as well as using logs and journals tracing transactions to users.
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Coordinating authorized changes to system software and user training with the vendors.
Documenting database modifications, including updates to the data dictionary.
LANSs

Networks facilitate user access to data files and programs using “smart” or “dumb” terminals linked to a
server. A “smart” terminal isamicrocomputer that functions as a tool to access network information, and
can process that information through the applications of the mainframe as well as through stand-alone
applications, such as spreadshests, in its own central processing unit (CPU). A “dumb” terminal consists
of a monitor and keyboard or other input device, using the mainframe as its CPU; “dumb” terminals
facilitate access only and do not provide processing capability apart from the mainframe.

Networks provide increased processing power and permit more efficient use of computer resources.
Through a network, computer hardware and software can be shared among all users, reducing the number
of printers and other hardware devices needed. In addition, site licenses for software applications for
multiple users can be purchased, rather than individual software packages, which may result in significant
savings.

As with any computer environment, controlling access is vital to data integrity. The use of a network
increases information accessibility and processing power, but it aso subjects data to a greater risk of
alteration. Access codes or passwords and job-specific terminals should be used to ensure that only
authorized personnel have access to sensitive data, such as payroll and personndl files.

To maintain continuity of operations, the CSS should develop and document backup and recovery
policies and procedures for a possible failure of the network. These policies and procedures should
include maintaining backup copies of applications software and critical data files (e.g., school district
general ledger files and payroll journal files) at a secure, off-site storage facility.

Telecommunications

Telecommunications is becoming an increasingly important component in computer systems with the
increased use of networks, modems, and on-line information services. Telecommunications technology
provides the means for the transmission of voice, data, video, facsimile, or other media by various
methods such as radio, wire, fiber optics, microwave, and laser. The growing options available in
telecommunications hardware and software have rapidly increased applications. As a result, concern for
securing computer environments against unauthorized access has increased.

Dial-up access controls may be maintained by using devices such as callback systems, which disconnect
calers and direct the computer to call the users back at predetermined telephone numbers. Securing
access to the computer network is important; however, some controls designed to prevent unauthorized
users from gaining access do not provide any control over the unauthorized use of telecommunications
resources. Therefore, the CSS should use additional controls such as telecommunications logs to monitor
the actual use of telecommunications resources.

The CSS should use individual passwords and unique identification codes for all users to limit access to
telecommunications software. Physical controls should be maintained over telecommunications hardware
to protect equipment from environmental hazards, and to prevent unauthorized access and theft.
Additionally, such controls help to ensure telecommunications software and hardware are functioning
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properly.  Further, adequate procedures should be developed and documented for recovery from
telecommunications failures. Data transmissions should be logged to provide the ability to recover al
activity in the event transmissions are not properly sent or received. Additionaly, data transmission
errors should be reported to appropriate personnel for problem analysis and corrective action.

1/98 VII-12



COMPLIANCE CHECKLIST

This compliance checklist was developed to assist the CSS in establishing and maintaining adequate
controls over electronic data processing, and may be used to evaluate compliance with UAMACSS
requirements. Questions are phrased in such a way that “Yes’ answers indicate satisfactory conditions,
while “No” answers indicate possible weaknesses that should be investigated and corrected.

YES NO

1. Is adequate segregation of duties maintained for the authorization,
programming, and operation of EDP?

2. Are EDP system software and hardware physically safeguarded from
improper access, theft, and environmental hazards?

3. Do backup procedures ensure uninterrupted operations and are duplicate
copies of critical school district financial data stored at a secure, off-site
storage facility?

4. |Is data properly authorized and approved prior to processing and is the
processing of data periodically reviewed by a designated employee to
ensure the completeness and accuracy of processed data?

5. Does the EDP system generate reports of irregularities in data submitted for
processing, and are these reports reviewed and the necessary corrections
submitted for approva ?

6. Is there written documentation of EDP policies and procedures for
programming, operating, and modifying the system and is such
documentation available to the appropriate personnel ?

7. 1ssystem software used to restrict access to programs and data files through
the use of individual user passwords that are changed on a regular basis?

8. Are batch counts or processing control totals used to control processing
activities?

9. Does an audit trail enable tracing of transactions from inception to final
disposition?

10. Are application and general controls adequate to safeguard the integrity of
financial data?
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APPENDIX A GLOSSARY

Accommodation School—A school operated through the county board of supervisors and the CSS and
administered by the CSS to serve a military reservation or aterritory not included within the boundaries
of aschool district. In addition, such schools may provide specia education programs, juvenile detention
center education programs pursuant to A.R.S. 8§15-913, county jail education programs pursuant to
A.R.S. 815-913.01, educational services to homeless children, or alternative education programs as
defined in A.R.S. §15-796. A.R.S. 815-101(2).

Accounting Records—The formal journas, registers, and ledgers of an accounting system and the
applicable source documents (e.g., invoices, vouchers, contracts, treasurer’s receipts, and
correspondence).

Accounting Responsibility Program—Program allowing school districts that have student counts of at
least 4,000 and meet certain other requirements to assume responsibility for various accounting and
administrative functions that are otherwise performed by the CSS. These include preparing warrants,
verifying teaching certificates, and reconciling revenues and expenditures to the county treasurer’s
records. A.R.S. 815-914.01.

Adopted Expenditure Budget—A school district’'s financia plan that indicates the estimate of
expenditures for the fiscal year that a majority of governing board members have approved after public
notice and hearing.

Advice of Encumbrance—A document submitted by school districts that indicates the amount by fund
that must be encumbered to pay for goods or services received on or before June 30, but not paid by that
date. Warrants may be drawn to pay for such goods or services for a period of up to 60 days after the end
of the fiscal year. After the close of the 60-day period, warrants must not be drawn from the M&O,
Capital Outlay, and Adjacent Ways Funds. A.R.S. 815-906.

Annual Financial Report (AFR)—A report that presents a school district’s beginning and ending fund
bal ances, revenues and expenditures, and budget to actual comparisons of revenues and expenditures for
the fiscal year. A.R.S. §15-904.

Application Controls—Electronic data processing controls over specific tasks that are designed to
provide reasonable assurance of proper input, processing, and output of data.

Assessed Valuation—A valuation determined by the county on real and personal property to be used as a
basis for setting the tax levy and calculating equalization assistance. Derived by applying the applicable
percentage as provided in A.R.S. 842-227 to the full cash value of the property or the limited property
value, as applicable. A.R.S. §15-101(2).

Average Daily Membership (ADM)—The total enrollment of fractional students and full-time students,
minus withdrawals, of each school day through the 100" day in session for the current fiscal year.
A.R.S. 815-901(A)(2).

Budget-Controlled Funds—Funds supported primarily by the levy of taxes on property located within
the school district (e.g., M&O, Capital Outlay, and Adjacent Ways Funds). Also referred to as levy
funds.

Budget Report—A financia report submitted to ADE by school districts when applying for federal and
state grants that are administered through ADE. The report indicates estimates for line item expenditures,
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total expenditures, and scheduled grant payments. The report may be resubmitted to ADE to amend the
project budget or to request that any unencumbered cash balance at fiscal year-end be carried over for
expenditure in the subsequent year.

Carryover—An amount equal to the unencumbered cash balance of a federa or state grant approved to
be carried forward and expended in the subsequent fiscal year.

Cash-Controlled Funds—School district funds other than the M&O, Capital Outlay, Adjacent Ways,
and Debt Service Funds. State and federal projects are cash-controlled funds unless the county treasurer
maintains only two accounts as prescribed by A.R.S. 815-996 and the CSS determines that expenditures
areincluded in the budget section of the approved grant application. See also Non-L evy Funds.

Central Administrative Costs—Those costs incurred by the CSS in administering a service program that
benefits al the school districts participating in the program and that are shared on a user basis and
budgeted and paid as contract costs by districts, except as provided in A.R.S. 815-365(E), (F), and (H).
A.R.S. 815-365(K)(1). Seedso Service Programs.

Certificate of Educational Convenience (CEC)—A certificate issued by the CSS authorizing a pupil to
attend a school in an adjoining school district or county, within or outside the State, when the pupil is
precluded by distance or lack of adequate transportation facilities from attending a school in the school
district or county of residence or when the pupil resides in an unorganized territory. A.R.S. §15-825.

Chart of Accounts—A systematic list of all accounts used in an accounting system.

Charter School—A public school established by contract with a school district governing board, the
State Board of Education, or the State Board for Charter Schools pursuant to A.R.S. 815-181 et seq, to
provide learning that will improve pupil achievement. A.R.S. 815-101(3).

Child with a Disability—A child, age 3 through 21, who has been evaluated pursuant to A.R.S. 815-766
and determined to need special education and related services to achieve at levels commensurate with the
child’s abilities, due to present physical, mental, or emotional characteristics. A.R.S. 815-761(2).

Closing Entry—A journal entry made at fiscal year-end to eliminate the year’'s revenue and expenditure
accounts.

Common School District—A political subdivision of the State offering instruction to students in
programs for preschool children with disabilities, kindergarten programs, and grades 1 through 8.
A.R.S. 815-901(A)(4).

Completion Report—A financia report that school districts are required to submit to the CSS for
certification and forwarding to ADE upon the expiration or termination of federal and state grants that are
administered by ADE. School districts that participate in the Accounting Responsibility Program
pursuant to A.R.S. 815-914.01 submit this report directly to ADE.

Cost Reimbursement Programs—Programs in which financia assistance is received from a
governmental unit in the form of reimbursement of approved expenses, such as the National School
Lunch Program.

County Equalization Assistance—An annual tax levy on the property within the county of 53 cents per
$100 of assessed valuation used for primary property taxes. A.R.S. §15-994(A).
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Credit—The portion of ajournal entry that records the creation of or an addition to a liability, equity, or
revenue account, or the reduction or elimination of an asset, expenditure, or expense account.

Cutoff Date—The date selected for segregating transactions of one accounting period from those of the
succeeding accounting period (e.g., month-end or fiscal year-end).

Database Management System—A system of storing interrelated data in a centralized location that can
be accessed by multiple users and used in one or more applications.

Debit—The portion of a journal entry that records the creation of or addition to an asset, expenditure, or
expense account, or the reduction or elimination of a liability, equity, or revenue account.

Deposit Transmittal—A form prepared by the CSS to document and accompany the deposit of school
district revenues with the county treasurer.

Dumb Terminal—A microcomputer that consists of a monitor and keyboard or other input device, but
uses a mainframe computer as its central processing unit. Such terminals facilitate access only and do not
provide processing capability apart from the mainframe.

Encumbrance Period—The 60-day period after fiscal year-end during which school districts may pay
for goods or services that were received by June 30 and not paid for by that date. See aso Advice of
Encumbrance.

Encumbrance Schedule—A schedule used by the CSS during the encumbrance period to help monitor
the remaining encumbered balances of each school district by fund. See also Encumbrance Period.

Encumbrance Voucher—A voucher used to process payments for liabilities recorded on the Advice of
Encumbrance to ensure that the related expenditures are recorded in the correct fiscal year. See aso
Advice of Encumbrance.

Encumbrances—Commitments related to unperformed contracts for goods or services evidenced by
purchase orders, contracts, or salary commitments.

Equalization Assistance—The difference between a district’'s equalization base and the loca
contribution. When the difference is positive, the school district is eligible to receive state and county aid.
When the difference is negative, the school district receives no state or county assistance. A.R.S. §15-971.
For accommodations schools, it is the amount of aid determined pursuant to A.R.S. 815-974.

Exceptional Child—A gifted child or a child with a disability. A.R.S. §15-761(6). See Gifted Child and
Child with a Disability.

Federal Impact Aid—Aid received by school districts whose property base includes federal lands, for
the construction of school buildings (34 Code of Federal Regulations §222.3) and to help defray the
operational costs of districts with a qualifying number of pupils (PL 103-382).

Federal Lieu Taxes—Payments made to a school district by the federal government in place of property
taxes for federa property lying within the school district, and for which taxes are not levied, such as
federal housing projects.

Fractional Student—For common schools, a preschool child who is at least three years old and enrolled
in a program for preschool children with disabilities of at least 360 minutes each week, or a kindergarten
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student who is at least five years old prior to January 1 of the school year and enrolled in a school
kindergarten program of 346 instructional hours during the minimum number of days required in a school
year as provided in A.R.S. §15-341, not including lunch and recess periods. For high schools, a part-time
student enrolled in fewer than 4 subjects that count toward graduation, as defined by the State Board of
Education, in a recognized high school and is taught in fewer than 20 instructiona hours per week
prorated for any week with fewer than 5 school days. A.R.S. §15-901(A)(2)(a).

General Budget Limit (GBL)—The sum of the revenue control limit (RCL) and the M& O Fund portion
of items that are specifically exempt from the RCL as enumerated in A.R.S. 815-947. This amount less
the RCL budgeted for capital expenditures represents the maximum that may be budgeted for M& O Fund
expenditures. A.R.S. §15-947(C).

General Controls—Interna controls that apply to all electronic data processing activities. Such general
controls are classified as organization and operation; systems development, modification, and
documentation; hardware and system software; access; data and procedural; and contingency planning
controls.

General Journal—A journal that consists of entries not recorded in special journals.

General Ledger—A record containing the accounts necessary to present the financial position and the
results of an entity’s operations.

General Service Costs—Those costs directly related to each of the service programs administered by the
CSS that are shared on a user basis and budgeted and paid as contract costs by districts, except as
provided in 815-365(E), (F), and (H). A.R.S. 815-365(K)(2). See also Service Programs.

Gifted Child—A child of lawful school age who due to superior intellect or advanced learning ability
needs special instruction or special ancillary services to achieve at levels commensurate with the child's
intellect and ability. A.R.S. 815-761(7).

Grant—A contribution or gift of cash or other assets from another governmental unit. The contribution
or gift isusually for expenditures for a specified purpose, activity, or facility.

Grantee—The entity that receives a grant.
Grantor Agency—The agency of a government that awards a grant.
Grants-in-Aid—See Grant.

Indirect Costs—Costs that are incurred for the common benefit of more than one activity and are not
specifically identifiable with a particular activity. Indirect costs may be allocated and charged to a state
or federal project along with direct costs when an indirect cost rate has been approved by ADE.

I nter gover nmental Agreements—An agreement or contract directly entered into by two or more public
agencies to contract for services, to jointly exercise any common powers, or to execute joint or
cooperative actions. Such an agreement or contract entered into by two or more school districts must be
approved by the State Board of Education. A.R.S. 811-952(A).

Joint School District—A school district that is located within two or more counties.
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Journal Entry—The origina record of an accounting transaction or adjustment for errors in amount or
classification, including the date, titles, and numbers of the accounts to be debited and credited, applicable
amounts, and an explanation of the entry.

Letter of Notification—The means by which the CSSis notified of school district revenues that apply to
the prior fiscal year that will be received during the encumbrance period. The letter of notification
includes the source of revenue, description, amount, the fund and account codes to be credited, and the
estimated receipt date of the revenue. See also Encumbrance Period.

L evy Funds—See Budget-Controlled Funds.

Limited Property Value—A value determined pursuant to A.R.S. 842-201.02 that is used as the basis
for assessing, fixing, determining, and levying primary property taxes. A.R.S. §15-101(11).

Listing of Liabilities—A listing of amounts owed for goods and services at June 30 that supports the
Advice of Encumbrance. A.R.S. 815-906(A). See also Advice of Encumbrance.

Local Area Networks (L ANS)—LANS link computer equipment within a limited area to enable users to
share application software, data, printers, and other hardware devices.

National Forest Fees—Monies the State receives from the federal government representing a portion of
the fees collected by the forest service. These monies are apportioned among the counties in which the
forest reserve acreage is located to benefit public schools and public roads. The monies intended to
benefit public schools are deposited in the County School Fund and administered by the CSS.

Non-Levy Funds—Funds not supported by the levy of taxes on property located within the school
district. Expenditures cannot be made from these funds unless sufficient cash is available. See also
Cash-Controlled Funds.

Object Code—The part of an account code that identifies specific types of revenue, expenditure, or
balance sheet accounts.

Outstanding Warrants Listing—A listing that details warrants issued by the CSS, but not yet paid by
the county treasurer. It is prepared monthly by the CSS for each school district by fund.

Paid Warrants Listing—A listing of warrants paid from school district funds during the prior month. It
is provided monthly to the CSS by the county treasurer.

Pass-Through Grantor Agency—A non-federal entity that provides a federal award to a subrecipient to
carry out afederal program (e.g., ADE).

Pooled Investment—Monies of various funds commingled for investment purposes. Monies may be
pooled to obtain a higher yield on investments and to allow for improved investment management. Fund
or school district monies are individually accounted for in the pool.

Posting—The bookkeeping process of transferring data from a document or book of original entry to a
ledger account.

Primary Property Taxes—Ad valorem taxes (taxes based on value) levied against real property and
improvements except for secondary property taxes. A.R.S. §815-101(15).
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Proposed Expenditure Budget—A school district’s financial plan that indicates an estimate of proposed
expenditures for the fiscal year and is presented to the school district governing board for approval.

Records M anagement—A set of policies, procedures, and techniques designed to help ensure the proper
retention and disposition of public records.

Register—A record which may serve as a journal, subsidiary ledger, or both that is used for the
consecutive entry of a certain class of events, documents, or transactions.

Registered Warrant—A warrant that is registered by the county treasurer for future payment because of
present lack of money and is to be paid in the order of its registration. A.R.S. §811-635. In some cases,
such warrants are registered when issued; in others, when first presented to the county treasurer by the
holders.

Reimbur sement—Cash or other assets received as repayment of the cost of work or services performed,
or of other expenditures made for or on behalf of another entity.

Revenue Budget—A school district’s financial plan that indicates the estimated revenues from all
sources for the fiscal year.

Revolving Account—An imprest account established to provide travel advances, establish petty cash or
change funds, or for other minor disbursements in order to expedite school district operations.

Revolving Line of Credit—A line of credit established by the county board of supervisors with a
financial ingtitution to alow the county treasurer to redeem warrants when there is insufficient money to
pay the warrants. A.R.S. 811-604.01.

Secondary Property Taxes—Ad valorem taxes (taxes based on value) used to pay the principal, interest,
and redemption charges on bonded indebtedness or other lawful long-term obligations issued or incurred
for a specific capital purpose by a school district and amounts levied pursuant to an election to exceed a
budget limitation. A.R.S. §15-101(19).

Service Programs—Those programs administered by the CSS that can be provided more efficiently and
economically as multidistrict or multicounty operations. A.R.S. 815-365. Such programs are not
intergovernmental agreements subject to the provisions of A.R.S. 811-952.

Small I'solated School District—A school district that meets al the following requirements as defined by
A.R.S. §815-901(B)(24):

Has a student count of fewer than 600 in kindergarten programs and grades 1 through 8 or grades
9 through 12.

Contains no school that is fewer than 30 miles by the most reasonable route from another schoal, or,
if road conditions and terrain make the driving low or hazardous, 15 miles from another school that
teaches one or more of the same grades and is operated by another school district in the State.

Is designated as a small isolated school district by the Superintendent of Public Instruction.
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Small School District—A school district that meets all the following requirements as defined by
A.R.S. §815-901(B)(25):

Has a student count of fewer than 600 in kindergarten programs and grades 1 through 8 or grades
9 through 12.

Contains at least one school that is fewer than 30 miles by the most reasonable route from another
school that teaches one or more of the same grades and is operated by another school district in the
State.

Is designated as a small school district by the Superintendent of Public Instruction.

Smart Terminal—A microcomputer that functions as a tool to access network information, and can
process that information through the applications of the mainframe computer as well as through stand-
alone applications in its own central processing unit.

Special Education—The adjustment of environmental factors, modification of school curricula, and
adaptation of teaching methods, materials, and techniques to educate exceptiona children who do not
benefit from the regular school curricula. A.R.S. 815-761(30). See also Gifted Child and Child with a
Disability.

State Equalization Assistance—An appropriation, based on statutory formulas, made by the Legidature
for the support of public elementary and secondary education. Commonly referred to as State Aid.
A.R.S. 815-971.

Student Count—The average daily membership (ADM) as defined by A.R.S. §15-901(A)(2) or adjusted
ADM as defined by A.R.S. 815-902 for the fiscal year prior to the current fiscal year. For budget
preparation, the ADM for the current fiscal year isused. For service programs operated through the CSS,
the ADM is defined by A.R.S. §15-901(A)(2), except that it does not include students enrolled in grades
9 through 12 to whom the school district does not provide instruction if the district is a common school
district that is not within a high school district. A.R.S. 815-365(K)(4). See aso Average Daily
Member ship.

Subsidiary Ledger—A group of individual accounts in which the sum of the balances should equal the
balance of the related control account in the general ledger.

Supporting Documentation—Documents that verify and substantiate transactions recorded in the
accounting records, such as receiving reports, purchase orders, invoices, deposit transmittals, and
validated treasurer’ s receipts.

Taxes Receivable—The uncollected portion of taxes that have been levied and are due. Separate
accounts should be maintained by tax year for current and delinquent taxes.

Taylor Grazing Revenues—Monies the State receives from the federal government representing a
portion of the fees collected by grazing districts or monies paid for the lease of public lands. These
monies are apportioned among the counties in which the grazing district or leased public land is located.
The monies are deposited in the County School Fund and administered by the CSS.

Telecommunications—Electronic transmission of voice, data, video, or facsmile information by the
means of radio, wire, fiber optics, microwave, or laser.
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Total Capital Budget Limit (TCBL)—Amount that when added to the revenue control limit portion
budgeted for capital outlay represents the maximum amount that may be budgeted for capita
expenditures. A.R.S. §15-947(D).

Treasurer’s Receipt—A receipt prepared in a standard format, consecutively prenumbered, and issued in
numerical sequence by the county treasurer for all monies received.

Treasurer’s Report—A monthly report prepared by the county treasurer and submitted to the board of
supervisors by the 15" day of the month that indicates the beginning account balance, total receipts, total
transfers-in and transfers-out, total disbursements, and the ending account balance for the preceding
month for each account maintained by the county treasurer. A.R.S. §11-501.

Unencumbered Budget Balance—That portion of a fund’'s budget not yet expended or encumbered.
The balance remaining after deducting expenditures and outstanding encumbrances from the budget.

Unencumbered Cash Balance—That portion of a fund’s cash balance not yet expended or encumbered.
In the case of state and federal grants administered through ADE, it is the amount of unexpended or
unencumbered grant monies as reported on a school district’'s completion report for a particular grant.
See Completion Report.

Unorganized Territory—Territory that is not included within the boundaries of a school district.

Validated Treasurer’s Receipt—A treasurer’s receipt made legally valid by the county treasurer (i.e.,
signed, dated, or otherwise officially marked). See Treasurer’s Receipt.

Voucher—A summary cover sheet and either copies of the invoices of expenditures or a listing of the
invoice detail upon which a school district governing board authorizes the CSS to draw a warrant.
A.R.S. §15-304.

Warrant—A written order drawn by the CSS, on behalf of a school district governing board, directing
the county treasurer to pay a specified amount to a designated payee. Unlike checks, warrants are not
necessarily payable on demand and may not be negotiable. School districts participating in the
Accounting Responsibility Program pursuant to A.R.S. 815-914.01 prepare their own warrants.
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Arizona Revised Statutes (A.R.S) pertinent to the CSS financia accounting and reporting
responsibilities are summarized below. Please refer to the statutes for complete details. For your
convenience, alisting of other statutes that relate to the CSS begins on page | X-B-13.

A.R.S.§ Titleand Description

COUNTY OFFICERS

Treasurer
11-494 Receipts for monies received; violation; classification

The CSS must receive a copy of areceipt for all monies the county treasurer receives
for school district deposits.

11-497 Disbursement of forest reserve monies

The CSS must receive notification from the county treasurer of the county’s share of
pass-through forest reserve monies the State Treasurer receives from the United
States. Thereafter, the money must be disbursed for the benefit of public schools and
public roads as the board of supervisors directs.

FISCAL PROVISIONS

Claims and Warrants
11-632 Issuance of duplicate warrant

(A) The CSS may not issue a duplicate warrant until a written stop-payment notice has
been sent to the county treasurer by the CSS and approval has been obtained from the
board of supervisors to issue a duplicate warrant.

(B) The board of supervisors must establish procedures for issuing duplicate warrants that
protect the county and provide the owner with a duplicate warrant within a reasonable
time.

GENERAL PROVISIONS
General Provisions
15-101 Definitions

“Accommaodation school” means a school operated through the board of supervisors
and the CSS and administered by the CSS to serve a military reservation or territory
that is not included within the boundaries of a school district.

STATE GOVERNANCE OF SCHOOLS

State Board of Education
15-209 Disbursement of apportioned federal funds

Federal monies must be disbursed by the county treasurer only on the voucher of the
school district and the warrant of the CSS.
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15-210 Unlawful expenditure of federal monies

The CSS must receive a copy of the written notice from the State Board of Education
directing the county treasurer to refuse to pay warrants issued against federal monies
when a school district is improperly expending these monies. The CSS must also
receive a copy of the State's written notice when the school is in compliance and may
again expend federal monies.

15-213 Procurement practices of school districts; adoption of rules, ssmplified construction
procurement program; report; recovery of damages by contractor for delay; civil action;
definition

The CSS must maintain a list of persons who desire to receive solicitations to bid on

school district construction projects within the county. Additions to the list must be
permitted throughout the year.

Superintendent of Public I nstruction
15-253 Lega opinions relating to school matters

The Superintendent of Public Instruction must furnish copies of al Attorney General
opinions relating to school matters to each CSS and require each CSS to furnish copies
of these opinionsto all school districts in the county.

LOCAL GOVERNANCE OF SCHOOLS

County School Superintendent
15-302 Powers and duties

The CSS must:

(1) Distribute all laws, reports, circulars, instructions, and forms received for the use
of school officers.

(2) Record dl official acts.

(3) Appoint governing board members of school districts to fill al vacancies until
the next regular election for governing board members. The CSS may, if it is
deemed in the community’s best interest, call a specia election to fill the
vacancies. If an election is caled, the newly elected member must serve for the
remainder of the term’s unexpired portion.

(4 Make reports, when directed by the Superintendent of Public Instruction,
showing matters relating to schools in the county as may be required on the
forms furnished by the Superintendent of Public Instruction.

(5) Have such powers and perform such duties as otherwise prescribed by law.
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(6) On or before October 1 each year, make a report to the Superintendent of Public
Instruction showing the amount of monies received from state school funds,
specia school district taxes and other sources, the total expenditures for school
purposes, and the balance on hand to the credit of each school district at the close
of the school year.

(7) Contract with the board of supervisors for the board of supervisors to conduct all
regular school district elections.

(8 Be responsible, in cooperation with the governing boards and the board of
supervisors, for all specia school district elections.

(9) Maintain records of effective dates and expiration dates of teachers and
administrators' certificates in compliance with guidelines prescribed in the USFR
for the districts for which the CSS is the fiscal agent. The CSS must not draw a
warrant in payment of a teacher’s, substitute teacher’s, or administrator’s salary
unless the person is legally certified during the fiscal year in which the term for
payment is demanded.

15-303 Apportionment of funds

The CSS must apportion school monies to each school district and give written
notification to the county treasurer and governing board of the school district of the
amount apportioned.

15-304 Warrants; limitations; definition

The CSS, upon receipt of a voucher from a school district’s governing board, must
draw a warrant against the school fund of a district in the order in which the vouchers
are filed. The CSS must not draw warrants from the Maintenance and Operation,
Capital Outlay, Adjacent Ways, and federal and state grant funds unless the
expenditures have been budgeted and do not exceed the unexpended budget balances.
Warrants for expenditures from school district funds other than those listed above
must not be drawn unless sufficient cash is available in the fund according to the
records of the CSS. The CSS may only draw a warrant for an expenditure from a
federal or state grant fund when sufficient cash is not available, if the county treasurer
maintains only two accounts as provided in A.R.S. §15-996 and the expenditures are
included in the budget section of the approved grant application.

“Voucher” means asummary cover sheet and either copies of the expenditure invoices
or aligting of the invoice detail.

15-306 Register of warrants

The CSS must maintain awarrant register.
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ARS. 8§

Title and Description

15-308

15-321(G)

15-341

15-365

15-385

1/98

Providing educational services of an accommodation school

The CSS may provide educational services of an accommodation school to school
districts in the county using the accommodation school’s facilities. The CSS must
administer the program and develop an annual budget in the same manner as school
districts. The CSS may aso offer educational services to homeless children or
alternative education programs through an accommodation school.

Organizational Powers of School District Governing Boards
Organization; election of officers of the board; meetings; execution of warrants, exemption

An order on a CSS for a sdlary or other expense must be signed by a majority of the
school district governing board and may be signed between board meetings if a
resolution to that effect has been passed prior to the signing at a regular or special
meeting of the governing board and the order is ratified by the board at the next
meeting.

Power s and Duties of School District Governing Boards
General powers and duties; immunity; delegation (of school district governing boards)

The CSS may construct, improve, and furnish school buildings; or purchase or sell
school sitesin the conduct of an accommodation school.

Any balances remaining of gifts, grants, and devices to the credit of an
accommodation school, after expenditures for the intended purpose of the monies,
must be carried forward for use by the CSS for the budget year.

Service programs operated through the office of a county school superintendent; reports;
definitions

The CSS may establish service programs that must be available to any local school
district governing board officially requesting such programs. The CSS must submit
program progress and fiscal reports including actual expenditures through March 31
and estimates for the remainder of the fiscal year to the school districts involved and
to the board of supervisors by May 31 of each year. The CSS may establish special
small district service programs for school districts with a student count of fewer than
600. The program may serve a single county or two or more counties as determined
by the Superintendent of Public Instruction.

Provisionsfor Insurance Coverage
Premiums of a bond or insurance for accommodation schools or federally owned buildings
on an Indian reservation

The CSS may pay for insurance or a bond protecting the buildings or equipment of an
accommodation school, or for the use of school buildings on Indian reservations from
the County School Reserve Fund.

I X-B-4



APPENDIX B ARIZONA REVISED STATUTES

A.R.S. 8 Titleand Description

SCHOOL ELECTIONS

School District Boundary Provisions and Elections
15-442 Record of school district boundaries; limitation on change; notice to governing board

The CSS must file with the board of supervisors and county assessor a transcript of the
boundaries of each school district in the county, on or before December 1 of each
year, which must become the legal boundaries of the districts as of the following
July 1. School district boundaries may be changed only as this title provides and only
after the affected districts governing boards have received written notice of the
proposed change from the CSS and have had an opportunity to be heard.

15-465 Accommodation school; establishment on military reservation; expenses; abandonment

The CSS must establish an accommodation school on a military reservation upon the
withdrawal of the reservation from any common or high school district if adequate
facilities are proven available. Expenses of conducting the school must be paid out of
the County School Reserve Fund.

15-466 Transfer of accommodation schools

The CSS may call an election of the qualified electors in the area served by an
accommodation school to determine if it may be included in the most accessible
adjacent school district. The board of supervisors and the governing board of the
school district must approve the move.

15-469 Lapsing of common school district; conditions; procedure; disposition of property of lapsed
common school district

The CSS may suspend a common school district if the student count has been fewer
than 8 pupils between the ages of 6 and 21 for 3 months during the school year. Once
the school district is declared lapsed by the board of supervisors, any proceeds
remaining from the disposition of the district’s property after payment of all unbonded
indebtedness must be transferred to the County School Fund.

INSTRUCTION

Special Education for Exceptional Children
15-764 Powers of the school district governing board or county school superintendent
The CSS may, upon approval of the Division of Special Education, provide special
education programs in accommodation schools. At the beginning of each school year,

the CSS must present an estimate of the current year's accommodation school
exceptional programs tuition cost to each school district using the school’ s services.
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SCHOOL ATTENDANCE

Admission Requirements
15-826 Education of children to whom school inaccessible

The CSS, with the consent of the board of supervisors, may issue a warrant from the
County School Reserve Fund to help educate children of compulsory school age living
a such an inaccessible place or distance that compulsory school attendance is
impracticable. The amount may not exceed $10 per pupil per school month.

SCHOOL DISTRICT BUDGETING AND FINANCIAL ASSISTANCE

General Provisionsfor School District Budgets
15-904 School district annual financial report; publication; summary; exemption

The CSS must transmit school districts' financial reports for the prior fiscal year to the
Superintendent of Public Instruction by October 15 each year.

15-905 School district budgets; notice; adoption; aggregate budget limit; summary; adjustments

(A) The CSS and Superintendent of Public Instruction must receive by July 5 a proposed
budget for the budget year from the governing board of each school district.

(E) The CSS must receive by July 18 the budget as finaly adopted and immediately
transmit a copy to the board of supervisors and the Superintendent of Public
Instruction. The CSS must receive arevised budget where applicable by December 18
and immediately transmit a copy to the board of supervisors and the Superintendent of
Public Instruction.

15-906 Procedure for payment of liabilities payable on June 30; lapsing of funds with balance for
reduction of taxes

The CSS must receive an advice of encumbrance from each school district with
liahilities payable at June 30, for goods received or services rendered on or before
June 30. The CSS must encumber amounts as are necessary and available, and must
issue warrants against the encumbered amounts for a period of 60 days immediately
following the close of the fiscal year.

15-907 Incurring liabilities in excess of school district budget; petition; approval; procedure for
expenditures

The CSS may receive a petition from the governing board of a school district to incur
liabilities in excess of the school district budget, to repair damage to school facilities,
to pay for excessive and unexpected legal expenses, or to remove a health or safety
hazard at a school. The CSS must transmit the petition with a recommendation and
copy of the school district budget to the board of supervisors, or may personally
petition the board of supervisorsin the case of an accommodation school.
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15-909 Financial provisions for accommodation schools; definition

An accommodation school must compute a revenue control limit, capital outlay
revenue limit, and capital levy revenue limit for each fiscal year of operation.

15-910 School district budgets; excess utility costs, desegregation costs; tuition costs for bond
issues; costs for registering warrants

(E) The CSS must include within the revenue estimate for the budget year monies
necessary to meet the liabilities incurred by the school district in the current year in
excess of revenues received for the current year for excess utility costs.

(H) The CSS may be requested by the school district’s governing board to include in the
estimate of the additional amount needed for the district from primary property taxes
the excess costs of complying with a court order of desegregation.

15-913 Education program; juvenile detention centers

Each county that operates a juvenile detention center must offer an education program
to serve all school-age children. The CSS may operate the juvenile detention center
education program through an existing accommodation school or establish a Detention
Center Education Fund.

15-913.01  Education program; county jails

Each county that operates a county jail must offer an education program to serve all
prisoners under age 18 or prisoners with disabilities under age 22. The CSS may
operate the county jail education program through an existing accommodation school
or establish a County Jail Education Fund.

15-914.01  Accounting responsibility; definition

(E) The CSS must be notified before March 1 of the fiscal year preceding the fiscal year
that a school district intends to assume accounting responsibility.

(H) “Accounting responsibility” means authority for a school district to operate with full
independence from the CSS with respect to revenues and expenditures, including
alocating revenues, monitoring vouchers, authorizing and issuing warrants, and
maintaining and verifying staff records for certification and payroll purposes.

15-916 Expenditure of state grant monies not included in budget

If the CSS approves, a school district may take action at a public meeting to authorize
expenditures in excess of the budget for state grant monies received for a specific
program that it had not included in its budget.

School District Revenue Limitation for Maintenance and Oper ation
15-948(E)  Adjustment for growth in student count

The CSS must include within the revenue estimate for the budget year monies
necessary to meet the liabilities incurred by the school district in the current year in
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excess of revenues received for the current year, if the adjusted revenue control limit
results in an expenditure of monies in excess of school district revenues for the current
year.

15-949 Small school districts; exemption from general budget limit; budget revision

The CSS may receive a petition (including a copy of the proposed budget) from the
governing board of a small school district requesting authority to revise its budget.
The CSS must recommend the action to be taken on the petition and forward the
recommendation and petition to the board of supervisors. The board must hold a
hearing on the recommendation within 20 days to determine whether to alow the
revised budget. In the case of an accommaodation school, the CSS must submit the
revised budget to the board of supervisors.

State and L ocal Assistance to School Districts and Accommodation
Schools

15-973(B)  Apportionment of funds; expenditure limitation

The CSS must receive an abstract of the apportionment of state aid from the
Superintendent of Public Instruction. Upon receipt of the warrant for state aid, the
county treasurer will notify the CSS of the amount, together with any other monies, to
the credit of each school district in the County School Fund.

15-974 Equalization assistance for education for accommodation schools; definition

Equalization assistance for education for accommodation schools must be computed
as prescribed in this statute.

County Finance Responsibilitiesfor School Districts
15-991 Annual estimate by county school superintendent of monies for ensuing year

The CSS must:

(A) Not later than August 1 each year, file in writing with the governing board of
each school district and the board of supervisors, an estimate of the amount of
school monies required by each school district for the ensuing year based on
budgets adopted by the governing boards. The estimate must include additional
amounts needed for each school district from the primary and secondary property
tax levies.

(B) Recompute equalization assistance for education for each school district and
certify in writing this amount and the amount needed for each school district
from the primary property tax to the board of supervisors on or before the third
day prior to the day the board of supervisors is required to levy school district
taxes.
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(C) Compute the additional amount to be levied as provided in A.R.S. §15-992 and
certify this amount in writing to the board of supervisors on or before the third
day prior to the day the board of supervisors is required to levy school district
taxes.

(D) By September 1 each year, receive an estimate from the governing board of each
school district of the amount of PL 103-382 monies each school district is
eligible to receive. By June 1 each year, receive a statement from each school
district of the actual amount of PL 103-382 monies received by each school
district during the current year.

(E) By September 15 each year, receive afinal estimate of revenue from all sources
other than property taxes for the current year from each school district governing
board.

15-996 Duties of county treasurer relating to school district’s monies
The county treasurer must:

(1) Receive and hold al school district monies and keep a separate account for each
school district and for the Special County School Reserve Fund. The county
treasurer may maintain separate accounts for each fund of a school district, or
may maintain only two accounts in addition to the Bond Building and Debt
Service Funds to account for school district monies. If only two accounts are
maintained, the first account must consist of the Maintenance and Operation,
Capital Outlay, and Adjacent Ways Funds, and the second account must consist
of al other funds.

(2) Pool for investment school district monies except for bond building and debt
service monies, and apportion interest earned at least quarterly as prescribed in
the Uniform Accounting Manual for Arizona County Treasurers.

(3) Register warrants on the Maintenance and Operation Fund, Capital Outlay Fund,
and Adjacent Ways Fund accounts if separate accounts are maintained for each
fund and the total cash balance of al three accounts is insufficient to pay the
warrants. If the county treasurer maintains only two accounts, warrants may be
registered only on the first account, described in (1) above, and only if the
balance of that account is insufficient to pay the warrants. The county treasurer
may honor warrants for any federal or state grant fund with a negative balance as
long as the total balance on the second account is positive. If the second account
balance is negative, the warrant must be charged to the Maintenance and
Operation Fund.

(4) Notify the CSS by the 15" of each month of each school district account’s
month-end balance.

(5) Pay warrants issued by the CSS.
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15-998 Liability of treasurer for failure to keep separate account or give notice; enforcement

The county treasurer is liable to the county in the amount of $500 for failure to keep a
separate account for each school district and the Special County School Reserve Fund,
or failure to give notice required by A.R.S. §15-996. Monies collected are payable
into the County School Fund.

15-999 Preference of payment of warrants; use of balance of school fund remaining at close of
fiscal year

(A) All registered warrants drawn by the CSS on the county treasurer against a school
district’s fund must be entitled to preference of payment out of the fund according to
priority of registration.

(B) Any balance remaining in a school district’s fund at the close of the fiscal year must
be used for the reduction of school district taxes for the budget year, unless otherwise
provided by statute.

(C) A warrant drawn on the County General Fund by the CSS that is not presented for
payment within one year of issuance is void.

15-1000 County school fund
The fund must include all monies accruing to the credit of each county from:
(1) Paymentsin lieu of the county levy for school purposes. A.R.S. §36-14109.
(2) Taylor Grazing Act monies. A.R.S. 8§37-723.
(3) All receipts from the lease of public lands. A.R.S. 837-724.

(4) All remaining balances in the Special County School Reserve Fund at fiscal year-
end, and balances remaining from lapsed school districts after al required
payments under A.R.S. §15-469.

(5) All dividends, proceeds from sales, refunds, credits from canceled warrants, and
other amounts attributable to the County School Fund.

(6) All other federal lieu taxes not specifically allocated by law.
(7) Any gratuity or device designated for specific school purposes.
15-1001 Special county school reserve fund

(A) The board of supervisors of each county must annually budget an amount for the
Special County School Reserve Fund to meet the requirements of:

(1) Transporting school children to and from one- and two-room rural schools
determined to be in need of such aid.

(2) Transporting children eligible to receive state aid to and from unorganized
territory to school districts.
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15-1002

15-1101

1/98

(3) Transporting high school students residing in common school districts that are
not within a high school district to and from the nearest high school.

(4) Supplementing aid for one- and two-room school districts, not to exceed a
specified amount.

(5) Establishing and conducting accommaodation schools pursuant to A.R.S. §15-308.

(6) Establishing and maintaining a county special education program for
handicapped children in the first year of operation.

The CSS must determine:

(B) The €ligibility of children being transported from an unorganized territory to school
districts within the county for transportation aid, and certify this eligibility to ADE.

(C) The amount of transportation aid for transporting children from an unorganized
territory to school districts within the county based on the provisions of A.R.S. §15-
945(A)(1) and (2), except that such transportation aid must not exceed the actual cost
of providing such transportation. The CSS must certify this amount to ADE, which
must apportion the monies.

Administration of county school reserve fund; uses

The Specia County School Reserve Fund may be used only for the purposes
prescribed in this statute. Any unexpended part of the Fund at fiscal year-end must be
shown in the CSS' estimate for the next year.

If an accommodation school accepting federal monies becomes a school district, the
CSS may be required to transfer the cash balance of the accommodation school to the
newly organized school district.

SCHOOL DISTRICT FUNDSAND RELATED OPERATIONS

Revolving Funds; School Plant, Insurance Proceeds, Unemployment
Compensation, Civic Center School and Permanent Teacherage Funds

Revolving funds; purpose and manner of procuring

The CSS may receive applications from school districts to establish revolving funds
for activities requiring immediate cash outlay (postage, freight, express, fuel taxes,
parcel post, travel, or other minor disbursements). The CSS may alow such
applications and issue a school district warrant to the order of the designated
custodian, who must be bonded for an amount equal to twice the amount of the fund.
The CSS must periodically issue warrants for the vouchers submitted by the
custodians to reimburse the revolving fund.
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School Lunch Program Fund

15-1154 Operation of school mea programs by governing boards; school meal program fund;
revolving fund

The CSS may approve the establishment of a revolving fund of $500 for the operation
of school meal programs, which may be used to pay freight on commodities, purchase
food in emergencies, employ temporary personnel, and for other minor disbursements.
The CSS must issue a school district warrant to the order of two employees appointed
by the governing board as custodians, who must be bonded for an amount equa to
twice the amount of the fund. The CSS must periodicaly issue warrants for the
vouchers submitted by the custodians to reimburse the revolving fund.

REAL PROPERTY AND SECURED PERSONAL PROPERTY TAXES
Budget and Levy
42-301(G) Levy limitsfor counties, cities, towns and community college districts

The CSS shall receive from the county assessor on or before the tenth day before the
board of supervisorsis required to levy school district taxes the limited property value
for the current tax year of each school district to assist the CSS in computing
equalization assistance for education as provided in A.R.S. §15-991.
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Additional A.R.S. relating to the CSS' responsibilities are listed below for your convenience. Please refer
to the statute for details.

A.RS §8 Title

STATE GOVERNANCE OF SCHOOLS

Superintendent of Public I nstruction
15-252 Powers and duties; publications; payments of claims for printing

LOCAL GOVERNANCE OF SCHOOLS

County School Superintendent
15-301 Qualifications; travel expenses

Organizational Powers of School District Governing Boar ds

15-322 Organization of the governing board of a consolidated school district

15-328 Single administrative program
Establishment of Special Services

15-362 Libraries; powers and duties; authority to contract with a county free library or other public
library
Provisionsfor Insurance Coverage

15-384 Authorization for insurance coverage for students participating in school athletic or other
activities

SCHOOL ELECTIONS

General Provisions

15-401 Qualifications of school electors; school district registers; challenge; tally lists

15-402 Voting by absentee ballot

15-403 Specia election; notice; bond election procedure; qualifications of voters; closing of
registrations; election precincts; polling places

15-404 Election officers; compensation

15-406 Cost of elections

School District Governing Board Elections
15-422 Nominating petitions; ballots

15-424 Election of governing board members; terms; statement of contributions and expenditures
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15-425 Election to determine whether membership of governing board shall increase to five
members;, form of ballot; reconsideration procedure if negative vote; appointment or
election of new members

15-426 Tally and canvass of votes; certificate of eection; oath of office
15-427 Governing board of a union high school district; qualifications; terms
15-428 Election of governing board members of a union high school district
15-429 Election of governing board members of ajoint common school district

School District Boundary Provisions and Elections

15-443 Formation of new common school district

15-444 Formation of union high school district; petition for establishment; election; notice

15-448 Formation of unified school district; board membership; budget

15-449 Formation of unified school district by common school district; petition for establishment;
election; notice

15-450 Formation of a new joint unified school district; petition; report; election; notice; balots;
canvass of votes; appointment of governing board

15-451 Appointment of governing board for joint unified school districts

15-455 Formation of joint common school district; petition; election; notice; canvass

15-456 Jurisdiction of county board of supervisors and county school superintendent over joint

common school district

15-458 Formation of new district or districts by subdivision of existing district; division of assets

15-459 Consolidation of districts; petition; election; notice; report; ballots, canvass of votes;
governing board

15-460 Change of school district boundaries

15-463 Annexation of military reservation to high school district or union high school district;

procedure; notice; hearing
15-464 Withdrawal of military reservation from school district; petition; hearing

School District Budget Override Elections
15-481 Override election; budget increases; notice; ballot; effect

Bond Elections
15-491 Special elections on bond issues and school property; exceptions; bond issuance costs

15-492 Bond election; pamphlet
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SCHOOL EMPLOYEES

General Provisions

15-502 Employment of school district personnel; payment of wages of discharged employee
INSTRUCTION
Curriculum
15-701 Common school; promotions; requirements; certificate; supervision of eighth grades by

superintendent of high school district; high school admissions

Courses of Study and Textbooks

15-726 Purchase of textbooks and instructional computer software by schools having four or fewer
teachers; welfare institutions

Assessment and Accountability
15-743 Test results; annual report

Special Education for Exceptional Children

15-765 Special education in rehabilitation, corrective or other state and county supported
institutions, facilities or homes

15-769 Appropriation and apportionment; approval of program
15-772 Additional assistance for gifted programs
SCHOOL ATTENDANCE

School Year and Attendance Requirements
15-802 School instruction; exceptions; violations; classification; definitions

Admission Requirements

15-824 Admission of pupils of other school districts; homeless children; tuition charges;
definitions
15-825 Certificate of educational convenience; issuance; effect on enrollment records

15-825.01  Caertificates of educational convenience; pupils attending out-of-state schools
15-828 Birth certificate; school records; exception
15-829 Missing child; notification of school; flagging records; definitions
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SCHOOL DISTRICT BUDGETING AND FINANCIAL ASSISTANCE

State and L ocal Assistance to School Districts and Accommodation
Schools

15-976 Assistance for school districts for children whose parents are employed by certain state
institutions; expenditure limitation

County Finance Responsibilitiesfor School Districts

15-993 Tax levy for high schools

15-995 Special district assessment for adjacent ways by school district

15-997 Authority of county officers as to funds, taxes and boundaries of joint common school
district

SCHOOL DISTRICT FUNDSAND RELATED OPERATIONS

Special Education Voucher Fund for State Institutional Placement
15-1204 Voucher; application; approval; requirements; budgets; prohibited uses; advances

COMMUNITY COLLEGES

General Provisionsfor and Establishment of Community College
Districts

15-1403 Procedure to form a district
15-1404 Election to determine formation of district; notice; canvass
Community College District Boards
15-1441 Selection of precincts; district board members; terms; qualifications; vacancies

15-1442 Nominating petitions; election; returns; results, certificate of election; statement of
contributions and expenditures

15-1443 Meetings; officers; immunity

Community College District Finance
15-1469 Attendance of nonresident state students; payment of cost by county of residence

QUALIFICATION AND TENURE

Official Bond
38-252 County officers and employees blanket bond; amount; approval
38-253 Approva of bond; filing
38-254 Bond premiums as public charge
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County School Superintendents should refer to the General Retention Schedule for Counties published by
the Arizona State Library, Archives and Public Records, Records Management Division for guidance on
proper retention and disposition of their records.

The CSS may perform bookkeeping duties for some school districts, such as preparing payroll registers
and maintaining payroll files. The CSS should retain those accounting records and supporting
documentation in accordance with the General Retention Schedule for School Districts and Charter
Schools, also published by the Records Management Division.

Materials, forms, and assistance are available from the Records Management Division, 1919 West
Jefferson, Phoenix, Arizona 85009, telephone (602) 542-3741 or www.azlibrary.gov.
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