COMPLIANCE
SPRING ASBO 2006

Auditing standards state that the auditor should determine that a government’s financial statements appropriately consider compliance requirements that have a direct and material effect on the determination of financial statement amounts.  To accomplish this, auditors must plan and design their testing to determine if an entity complied with laws and regulations that have a material effect on the financial statement amounts.
At the end of the audit, the auditor will prepare a report on internal control and compliance that contains the following paragraph:

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the entity’s financial statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, and contracts, noncompliance with which could have a direct and material effect on the determination of financial statement amounts.  However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.  The results of our tests disclosed instances of noncompliance or other matters that are required to be reported under Government Auditing Standards.  We noted certain matters that we have reported to the management of the entity in a separate communication dated April 13, 2006.

Examples of compliance matters that are important to a school but probably will not have a direct and material effect on the financial statement amounts are as follows:


a.  Election rules and regulations


b.  Teacher contract regulations


c.  Regulations surrounding instruction….grades, attendance, curriculum


d.  Flag pole SDCL 13-24-17,  at least 3 by 5
Examples of compliance matters that are fiscal in nature and some of which may be material to the financial statements are as follows:

IRS Regulations:

Meals not overnight


Contractual service  VS. employee


W-2, W-4, I-9, 1099


Employee benefits (medical escrows, HSA’s)
Bond Covenants:


Arbitrage – spend bond proceeds promptly


Allowable costs – spend bond proceeds on the intended project

Federal Regulations:

FERPA – SPED transactions are to a certain extent confidential


A-87 – among other things, it requires salaried employees paid from 


federal programs to certify their work effort twice a year, and also 


if these employees work varied hours, then they must complete a



timesheet


A-133 – triggers audits of federal programs if an entity expends greater 


than $500,000 of federal funds in a given year

Food Service Regulations


Title I Regulations


All other Federal programs

Administrative Rules of SD (ARSD’s)


www.state.sd.us


government




legislature





legislative research council






administrative rules (or codified laws)






rules list


For example:



05:01

State Rates (board of finance)


20:04:14
Rules of Greyhound Racing
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Education (SPED extra costs, state aid, buses)
Dillons Rule – is a court case that sets the standard for applying statutes.  Many people feel that if there isn’t a law prohibiting an action, then its OK to do it.  But Dillons rule clearly states that you can only do actions if a law already exists allowing you to do it.

Investments:


Allowable – SDCL 4-5-6 US Securities, mutual funds


CDAR’s – SDCL 4-5-6.1 extends FDIC


Investment Policy - SDCL 4-5-8


Pledging Collateral – SDCL 4-6A


Interest Earned – SDCL 13-16-18  General or respective funds


Depositories – SDCL 13-16 National, State, S&L and Credit Unions

Minutes:


Annual salary listing – SDCL 6-1-10



July minutes – or—completion of negotiations



New hires



Monthly by department


Publish minutes within 20 days – SDCL 13-8-35


Treasurer’s Report – SDCL 13-8-35


Expenditures

Amount






Payee






Service/Goods



Detailed statement of receipts



Balance on hand



T & A may be in total

Trust and Agency (Fiduciary Funds):


Adopt policies and procedures – SDCL 13-16-19


Employee in charge should be bonded


Single signature checks – SDCL 13-16-20


Monthly and annual report to the board – SDCL 13-16-21


Shall be audited as a part of the regular audit


Board establish imprest fund – SDCL 13-18-17



Amount established



Policy on uses



Reimburse monthly



Publish claims in minutes

Transfers Between Funds – SDCL 13-16-26


Cannot transfer out of CO, except to capital projects

Cannot transfer out of SPED, except to return money within same year


Cannot transfer from General to CO


Cannot transfer from General to Bond Redemption


Cannot transfer from General to capital projects


Federal funds has special treatment


There is a unique exception during consolidation


Capital projects is generally closed as a return to CO or to debt service


Debt service is generally closed to General


General can transfer to Food Service, SPED or Pension


Pension cannot transfer to anywhere


Impact Aid transfers to anywhere


Movement between district funds and clubs is a rev/exp relationship to



the district funds and an increase/decrease result to the clubs

Sleeper laws:
SDRS “compensation” – SDCL 3-12-47 (20)

Compensation does NOT include:


Travel, meals, lodging


Lump sum payments for sick and annual


Lump sum/installments attributable to retirement


Worker’s comp payments


Payments made upon dismissal or severance

Credit Card Purchases – SDCL 4-3-27


By board approval


Credit limit


Checks and balances


Uses, types of purchases


Who may use the cards

Accept Credit or Debit Card Payments – SDCL 4-3-28


Remain cognizant of the fees


New subset of your accounting system

Electronic Funds Transfer – SDCL 13-18-1 – Voucher? Published?
Daycare –

SDCL 13-8-39.2 for children of enrolled students


SDCL 13-8-50 before and after school programming


SDCL ?????  normal daycare

Accounting System – SDCL 13-3-51


State DOE shall establish a “uniform” system for gathering



and reporting educational data

Constitutional Debt Limit – Article XIII, section 4 (Volume 1)

The debt shall never exceed 10 percent of the assessed valuation

Coops – SDCL 13-5-31, 33, 33.2

May provide SPED, payroll, purchasing and other services


Shall maintain records, keep minutes and follow bid laws


Shall have audits and file with DOE

Board Meetings – SDCL 1-25


Post agenda 24 hours in advance


Teleconference meetings


Executive sessions



Employees, student expulsion, litigation



contract negotiations and pricing strategies

Personal Property Listings – SDCL 5-24-3


File listings of personal property with the business manager by June 30th

Mileage – 


Board members – SDCL 13-8-38 – Up to state rate


Student transportation – SDCL 13-30-3 – At state rate


distances actually traveled in excess of 5 miles each way


SPED transportation of students - SDCL 13-37-8.9 – at state rate


State rate is currently 32 cents per mile ARSD 5:01:02:01

School policy would establish a rate for travel of personnel not



covered by a specific statute.

SPED FUND –


All SPED costs – SDCL 13-37-16 – Only capital costs that are



assistive technology and specified in IEP


SDCL 13-16-32 allows for the following ARSD:


ARSD 24:05:33:07:02 nonallowable SPED costs as follows:



Salaries of Superintendents, CEOs and principals



Utilities



Custodial



General transportation



and other costs as specifically listed.
Pension Fund – SDCL 13-10-6

Spend tax revenues on SDRS


May also spend on early retirement , Memo AGR 89-26

Impact Aid – SDCL 13-16-30, 31


May not spend from Impact Aid Fund (must transfer out)


Regular impact aid shall be placed into Fund 27 and SPED impact



aid shall be placed into the SPED Fund – SDCL 13-13-11.1

CO Fund – SDCL 13-16-6


For the purchase or lease of land, buildings and equipment


May be used for textbooks and instructional software (not workbooks)


May be used for up to 15% of student transportation contracts


May be used for up to 15% of mileage paid to parents


May be used for warranties on capital assets


Guaranteed energy savings contract proceeds SDCL 1-33B-27


Equipment valued at $1,000 or less may be purchased from the 



General Fund.  This is viewed in a per asset type per invoice



manner.


School Accounting Manual, Section II contains two alphabetical listings



to clarify supplies (Gen Fund) vs. equipment (primarily CO fund)

Utilities = No

Building Insurance = No

Budget – SDCL 13-11


Proposed budget not later than the regular meeting in May


Publish proposed budget not later than July 15 along with notice



of hearing


Budget hearing held before August 1st

Approve budget before October 1st

Adopt a levy in dollars to meet the school budget


Changes from proposed to final budget shall be published.


Budget for all funds except the fiduciary funds (clubs and scholarships)


Don’t forget to budget for capital project, Impact Aid and Pension Funds

Contingency – SDCL 13-11-2.1


Include as line item of the General Fund


Shall not exceed 5% of the total school budget


Transferred by resolution of the board


May not be transferred to the CO fund

Budget Don’ts


There is no law allowing for the “decrease” of a budget


There is no law allowing for the “transfer” of a budget, except as



noted above for the contingency

Conflict of Interest – SDCL 13-20-2.1, 6-1-2, 3-16-7

No school district officer or employee may be interested in the sale,


proceeds, or profits of any book, apparatus, or furniture unless 

exempt per SDCL 6-1-2 or the purchase is made at public auction.


Governing board members have a slate of exemptions under the 


conflict of interest laws, several of which are listed as follows:



Purchases from a board member’s business of less



than $3,000 per year



Purchases of up to the bid limit if the board member is



the only source or supply within the district



If the board member wins a contract formally bid and



there was more than one bidder


Please consult your school attorney when in doubt!!!

BACKUP OFF-SITE

BACKUP OFF-SITE

BACKUP OFF-SITE

What files are backed up?

What means do I use to backup?

How often do I backup?

Review our insurance policy?

I fear a virus more than a fire!
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