FINANCE 101 for SCHOOL ADMINISTRATORS

Module 1 - How School Finance Works in Oklahoma
Objectives
e Where district money comes from
State Aid Formula
Local ad valorem taxes
Federal program
Activity Funds
Bond Fund
. Building Fund
e Restricted vs. unrestricted funds
¢ Why one fund cannot simply pay another fund's expenses
e Why grant money has different rules
Takeaway
"Just because the district has money doesn't mean that money can legally be used for your
purchase."
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1. State Aid Formula
What is State Aid?
State Aid is the primary method Oklahoma uses to distribute state education funding to public
school districts. The formula is designed to provide additional funding based on student
enrollment, student needs, and a district's local wealth.
The Formula in Plain English
Think of it as a four-step process.
Step 1: Count Students (Average Daily Membership)
Everything begins with Average Daily Membership (ADM)—the number of students enrolled and
attending school. More students generally mean more funding.
Step 2: Apply Student Weights
Not every student generates the same amount of funding.
Students with greater educational needs receive additional "weights."
Imagine your school has:
e 100 students in Grades 3-12
e 20 Economically Disadvantaged students
e 8 English Learners
e 12 Gifted students
Those students generate:
¢ Base membership =100
¢ Economic Disadvantage = +5.0
° EL=+2.0
o Gifted =+4.08
Weighted Membership =111.08

These factors are combined to create a district's Weighted Average Daily Membership (WADM),
which is the foundation of the formula.

Step 3: Calculate Foundation Aid

The district's Weighted ADM is multiplied by the state's annually established base support factor
to determine its Foundation Aid before local wealth is considered.



Conceptually:
Weighted Students x State Base Amount = Foundation Aid
Step 4: Subtract Local Wealth
Oklahoma is an equalization state.
Districts with:
e higher property values
¢ more ad valorem tax collections
e localrevenues
receive less State Aid, while districts with lower local tax capacity receive more State Aid.
"Chargeable" local revenues are deducted from the foundation calculation as part of the formula.
Additional Formula Components
State Aid also includes:
o Transportation Aid (hasn't changed since 1984) Reimbursed for distances over1.5 miles
« Salary Incentive Aid
These are calculated separately and added to the district's allocation (not much $ for MPS)
Principals influence district funding every day.
1. Enrollment Matters
Every student matters.
Losing students reduces revenue.
Keeping students enrolled supports district funding.
2. Attendance Matters
While the formula is based on membership rather than daily attendance alone, attendance data
affects numerous state and federal funding streams, accountability measures, and can influence
future funding calculations. Improving attendance is still financially important for the district.
3. Accurate Student Coding Matters
Funding depends on correctly identifying eligible students.
Examples include:
e English Learners
¢ Economically Disadvantaged
o Gifted
e Special Education
Incorrect coding can result in lost revenue or audit findings. This is WHY Free / Reduced forms are
so very important!
4. Documentation Matters
Ifitisn't documented:
¢ the district may lose funding
e auditors may disallow expenditures
e grant funds may have to be repaid

Every principal affects district finances by:
e Recruiting and retaining students
¢ Improving attendance
e Ensuring accurate enrollment and student coding
e Supporting timely data reporting
e Protecting district resources through good stewardship

2. Local ad valorem taxes



Ad valorem taxes are local property taxes assessed on real estate, personal property, and certain
public service property located within a school district. These taxes provide a significant local
funding source for Oklahoma public schools. (64% for MPS)
How are they used?
Local property taxes help fund three primary purposes:
e General Fund (fund 11) - Supports day-to-day operations such as teacher salaries,
instructional supplies, utilities, and other operating expenses.
e Building Fund (fund 21) — Pays for repairs, maintenance, insurance, and certain facility
improvements.
e Sinking Fund - (fund 41) - Used exclusively to repay voter-approved bond debt for capital
projects such as new schools, major renovations, and large equipment purchases.
Why do principals need to understand ad valorem taxes?
e Property values vary significantly from district to district.
¢ Districts with higher property values generate more local revenue, while districts with lower
property values receive more State Aid through Oklahoma's equalization funding formula.
o Local ad valorem revenue is one of the key factors used when calculating a district's State
Aid allocation.
Local property taxes are the community's investment in its schools. They provide funding for daily
operations, facility maintenance, and voter-approved capital improvements. Oklahoma's State Aid
Formula then adjusts state funding to help balance differences in local property wealth among
districts.

3. Federal program

Federal program dollars are restricted funds provided by the U.S. Department of Education and
other federal agencies to support specific student populations and educational initiatives. Unlike
State Aid or local property taxes, these funds must be spent only for the purposes authorized by
the grant and require detailed documentation and reporting.

Common Federal Programs

Program Purpose
. Provides supplemental instructional support for students in schools with

Title I, Part A . .
higher concentrations of poverty.

IDEA (S‘peC|al Supports special education services for students with disabilities ages 3-21.

Education)

Title Il, Part A Funds.prc?fessmnal development and leadership development for teachers
and principals.

Title I Supports English Learners (ELs) and immigrant students through language

instruction and related services.

Supports student well-being, school safety, mental health, technology, and

Title IV, Part A well-rounded educational opportunities.

Title V (REAP) Provides flexible funding for eligible rural school districts.

Key Characteristics
¢ Restricted funds — May only be used for approved purposes.
e Supplement, not supplant — Federal funds must add to existing educational services rather
than replace state or local funding.
e Annual applications and budgets — Districts must apply for and manage each grant.



¢ Extensive documentation — Purchases, payroll, inventories, and expenditures are subject to
federal monitoring and audit.
¢ Time-limited - Funds generally must be obligated and spent within specified grant periods.

As a principal, you play a critical role in ensuring federal funds are used appropriately by:

e Following approved grant budgets.

e Obtaining approval before making purchases.

¢ Maintaining required documentation.

¢ Ensuring federally purchased equipment is inventoried and used for its intended purpose.

e Working with the district's Federal Programs office before changing how grant-funded

resources are used.

Federal grants provide valuable resources for students with specific needs, but they come with
strict spending rules. Every expenditure must support the grant's purpose, be properly
documented, and comply with federal requirements. Using federal funds incorrectly can require
the district to repay the money and can result in audit findings.

4. Activity Funds
School Activity Funds are locally controlled funds generated by students, parents, and the
community to support school-sponsored cocurricular and extracurricular activities. Unlike
General Fund dollars, Activity Funds are not State Aid or tax revenue and must be used for the
benefit of the specific student organization or activity that generated the money. Under Oklahoma
law, the local board of education has control over all activity funds, and each activity must
maintain its own subaccount.
Common Sources of Revenue

e Student fundraisers

e Athletic gate receipts

e Concession sales

e Clubdues

¢ Yearbook sales

e Donations

¢ Vending and school store proceeds

e Ticket sales for performances and events
What Can Activity Funds Be Used For?
Activity Funds may be used to support student activities such as:

e Club and organization expenses

e Student travel

¢ Competition entry fees

e Athletic equipment and supplies

e Student recognition and awards

e Student event supplies

e Yearbooks, performances, and extracurricular programs
Expenditures should directly benefit students and be consistent with board policy and the
purpose of the activity that generated the funds.
Key Responsibilities
The principal serves as the custodian of the school's Activity Fund and is responsible for
ensuring:

e Allmoney is deposited promptly.

e Accurate records are maintained.

e Purchases follow district policies.



¢ Funds are spent only for approved purposes.

e Activity accounts are reconciled regularly.

¢ Internal controls protect school assets.
Activity Funds are audited annually and are subject to Oklahoma law and district policy.
Activity Funds are student-generated dollars held in trust by the school. Principals are
responsible for safeguarding these funds and ensuring they are used legally, ethically, and
for the direct benefit of students.

5. Bond Fund
Bond Funds consist of proceeds from voter-approved general obligation bonds. These funds
are used to finance major capital improvements and long-term assets that benefit students
and the community over many years. Bond proceeds must be spent only on the projects approved
by the voters in the bond election.
Common Uses of Bond Funds
Bond funds are commonly used for:

¢ New school construction

e Classroom additions and renovations

¢ Roofs, HVAC, windows, and major facility improvements

e Schoolbuses

¢ Furniture and equipment

¢ Instructionaltechnology

o Safety and security improvements

e« Land acquisition and site improvements
Each bond issue is accounted for separately and expenditures are tracked by the specific voter-
approved projects.
What Bond Funds Cannot Be Used For
Bond funds cannot be used for the district's normal operating expenses, including:

o Teacher and staff salaries

o Utilities

e General classroom supplies

¢ Routine maintenance

e Daily operating costs
These expenses must generally be paid from the General Fund or other appropriate funding
sources.
Key Responsibilities
Because bond funds come from voter approval, districts must ensure that:

¢ Expenditures match the approved bond proposition.

¢ Purchases comply with state purchasing laws and district policies.

e Projects are properly documented and accounted for.

¢ Funds are used only for authorized capital purposes.
Bond Funds are for long-term investments—not day-to-day operations. These dollars allow
districts to build, renovate, equip, and secure schools while preserving General Fund dollars
for educating students. Every bond dollar must be spent exactly as approved by the voters.

6. Building Fund

The Building Fund is a locally funded operating fund that supports the maintenance, repair,
operation, and improvement of school facilities and grounds. It is primarily funded through a
voter-approved building fund levy of up to five (5) mills, along with certain state grants,
donations designated for capital improvements, and interest earnings.



Common Uses of Building Fund Dollars
Building Fund dollars may be used for:

e Building repairs and maintenance

¢ HVAC, plumbing, electrical, and roofing repairs

e Grounds maintenance and landscaping

o Utilities (electricity, natural gas, water)

¢ Property and casualty insurance

e Security systems and security personnel

e Furniture, equipment, and computer software

e School buses and certain maintenance equipment

e Telecommunications and internet services
How is the Building Fund Different?
Unlike the General Fund, which primarily supports instruction and daily educational operations,
the Building Fund focuses on keeping district facilities safe, functional, and operational.
Unlike Bond Funds, Building Fund dollars do not require a bond election and are generally used
for ongoing facility needs rather than major construction projects.
Key Responsibilities
Principals help protect Building Fund resources by:

e Reporting maintenance needs promptly.

e Prioritizing repairs that protect students and district assets.

« Working with Maintenance and Finance before purchasing facility-related items.

¢ Distinguishing between routine maintenance (Building Fund) and major capital projects

(Bond Fund).

The Building Fund keeps our schools operating every day. It pays for maintaining, repairing,
protecting, and operating our facilities so teachers can teach and students can learnin a
safe environment.

SCHOOL SALARIES ARE MAINLY PAID FROM THE GENERAL FUND -

Module 2 - Roles and Responsibilities

Who is responsible for what?

Principal

Assistant Principal

Secretary

Activity Sponsor / Teacher

This eliminates the common misunderstanding of:
"Finance won't let me..."

versus

"State law won't allow it."

PRINCIPAL RESPONSIBILITIES
As a building principal, you are entrusted with managing public resources in a way that supports
student achievement while ensuring compliance with district policies, state law, and sound
financial practices. Every financial decision should reflect good stewardship, accountability, and
transparency.
Key Responsibilities
Budget Management

e Plan and prioritize school needs.



¢« Monitor expenditures throughout the year.

e Stay within approved budgets.

¢ Work with the Finance Office when adjustments are needed.

Purchasing

¢ Follow district purchasing policies.

e Obtain purchase orders before committing district funds.

¢ Ensure purchases are reasonable, necessary, and benefit students.

o \Verify goods and services are received before payment.

Activity Funds

e Serve as the custodian of school activity funds.

o Ensure fundraising proceeds are properly collected, deposited, and accounted for.

e« Approve expenditures that directly benefit the student organization generating the funds.

e Maintain strong internal controls over cash handling.

Stewardship of District Assets

o Safeguard equipment, technology, furniture, and other district property.

e« Ensure inventories remain accurate.

e Report damaged, lost, or stolen property promptly.

Compliance

e Follow board policies and administrative procedures.

e Comply with Oklahoma laws, grant requirements, and audit standards.

¢ Maintain documentation supporting all financial transactions.

Internal Controls

¢ Protect district resources through proper approval processes.

e Ensure duties are appropriately separated whenever possible.

¢ Prevent fraud, waste, and misuse of public funds.

Leadership

¢ Model ethical decision-making.

e Communicate financial expectations to staff.

¢ Encourage responsible use of school resources.

e Partner with the Finance Office to solve problems before they become audit findings.
Every dollar entrusted to a school district is a public dollar. As a principal, your responsibility
is to ensure those funds are spent legally, wisely, transparently, and always in the best
interest of students.

ASSISTANT PRINCIPAL RESPONSIBILITIES
Assistant principals help ensure that schoolresources are managed responsibly by following
district policies, supporting internal controls, and protecting public funds. While the principal has
primary financial responsibility for the school, assistant principals play an important role in day-
to-day financial operations.
Purchasing

e Follow district purchasing policies and procedures.

e Obtain approval before making purchases.

e« Ensure purchases support instructional and operational needs.

¢ Verify that goods and services are received.
Activity Funds

e Assistin overseeing student organizations, athletics, and extracurricular accounts.

e Ensure fundraising activities follow district procedures.

¢ Monitor gate receipts, concessions, and event revenues.

e Support accurate documentation and reconciliation of activity funds.



Event Financial Management
e Oversee financial procedures for athletic events and school activities.
e Ensure cash collections are properly secured and deposited promptly.
e Monitor ticket sales and admission controls.
¢ Help safeguard district assets during events.
Stewardship of District Resources
¢ Protect district equipment, technology, and facilities.
¢ Monitor proper use of school property.
¢ Report damaged, lost, or stolen assets.
Compliance
o Follow district purchasing, travel, and activity fund procedures.
¢ Support compliance with board policies, Oklahoma law, and audit requirements.
¢ Maintain required documentation for purchases and reimbursements.
Internal Controls
¢ Follow established approval processes.
¢ Help maintain proper cash-handling procedures.
e Report concerns regarding fraud, theft, or misuse of district resources.
Leadership
e Model ethical financial decision-making.
e Support staff in following district financial procedures.
¢ Work collaboratively with the principal, finance office, athletic director, and activity fund
custodian.
Assistant principals are key partners in ensuring financial accountability throughout the
school.

SITE FINANCE PERSON RESPONSIBILITIES
The Building Finance Clerk supports the principal by managing the school's daily financial
transactions, maintaining accurate records, and ensuring compliance with district policies and
Oklahoma law. The clerk serves as a key steward of public funds and helps protect the district
through strong financial controls.
Purchasing
¢ Process purchase requisitions and purchase orders.
¢ Ensurerequired approvals are obtained before purchases are made.
o Verify receipts, invoices, and supporting documentation.
e Coordinate with the Finance Office to resolve purchasing issues.
Activity Funds
Maintain accurate activity fund accounting records.
Collect, receipt, and deposit money promptly.
Reconcile activity fund accounts.
Prepare financial reports for the principal and activity sponsors.
¢ Maintain documentation for all receipts and expenditures.
Cash Handling
¢ Follow district cash collection procedures.
e Issue receipts for all money collected.
¢ Prepare bank deposits promptly and accurately.
o Safeguard cash, checks, and financial records.
¢ Maintain proper separation of duties whenever possible.
Recordkeeping
¢ Maintain complete financial documentation.



e« Retainrecords according to district and state requirements.

e Organize files for audits and monitoring reviews.
Compliance

o Follow district purchasing, travel, and activity fund procedures.

e Ensure transactions comply with board policy and Oklahoma law.

e Assist with annual audits and financial reviews.
Customer Service

e Assist staff with purchasing procedures.

¢ Help activity sponsors understand financial requirements.

e Communicate with vendors regarding invoices and purchase orders.

e Serve as a liaison between the school and the Finance Office.
Accuracy matters. Every receipt, deposit, purchase order, and invoice contributes to the
district's financial integrity. Small errors can become significant audit findings, while
consistent attention to detail protects both the school and the district.

ACTIVITY SPONSOR / TEACHER RESPONSIBILITIES
Activity sponsors are responsible for managing the financial affairs of their student organization in
accordance with district policy and Oklahoma law. Sponsors help ensure that all funds raised are
properly collected, safeguarded, documented, and spent to directly benefit the students
participating in the activity.
Fundraising

e Obtain approval before conducting fundraisers.

e Ensure fundraising activities comply with district policies.

e Account for all money collected and unsold inventory.
Cash Handling

o Safeguard cash and checks collected.

¢ Submit funds to the school office promptly for receipting and deposit.

o Never keep school funds at home or use personal bank accounts.
Purchasing

e Submit purchase requests before ordering goods or services.

¢ Do not commit district funds without an approved purchase order.

¢ Ensure purchases directly support the purpose of the student activity.
Activity Fund Stewardship

e« Monitor the organization's activity fund balance.

e Spend funds only for the benefit of the students who generated them.

¢ Work with the principal and finance clerk to ensure expenditures are appropriate.
Documentation

¢ Maintain records supporting fundraising activities, purchases, and inventory.

e Submit receipts and required documentation promptly.

e Assist with annual audits or financial reviews.
Compliance

¢ Follow district purchasing procedures.

e Adhere to activity fund policies and internal controls.

¢ Report financial concerns or discrepancies immediately.
Activity Fund dollars belong to the students—not to the sponsor, club, or coach. Every
financial decision should directly benefit students and reflect responsible stewardship of
public trust.



Module 3 - Purchase Orders / Invoicing
Topics:

¢ WhyPO's exist

e Receiving

e Invoices

WHY DO PURCHASE ORDERS EXIST?
In Oklahoma school districts, purchase orders (POs) are much more than an internal accounting
tool—they are a legal control required by state law to ensure a district does not spend money it
has not been legally appropriated or authorized to spend.
Why Purchase Orders Exist
1. To prevent spending money that is not available
Before a purchase order can be issued, the district's encumbrance clerk must verify that
sufficient appropriated funds exist in the proper budget account.
Oklahoma law states:
"Prior to the issuance of a purchase order, the encumbrance clerk must first determine that the
encumbrance will not exceed the balance of the appropriation to be charged."
This process "encumbers"” (reserves) the funds before the district becomes legally obligated to pay
a vendor.
2. To ensure purchases are authorized before they occur
Oklahoma law is very direct:
"Before any purchase is completed, a purchase order or encumbrance must be issued.”
This means a school employee should not order goods or services first and request a PO later.
The purchase order is intended to come before the district incurs the obligation.
3. To maintain budgetary control
Purchase orders allow the district to:
¢ reserve budgeted funds
e prevent overspending
¢ know how much money remains available
e accurately project year-end balances
e ensure expenditures stay within board-approved appropriations
Without encumbrances, districts could unknowingly spend the same funds multiple times.
4. To provide accountability and transparency
The purchase order process creates a documented audit trail showing:
¢ whorequested the purchase
¢ who approved it
e which budget account is paying
¢ that funding was available
e when the goods or services were received
¢ whatinvoice was ultimately paid
State law also requires:
e itemized invoices
e proofofreceipt
o filing of the invoice with the encumbrance records before payment is made.
5. To protect taxpayers and the school board
The purchase order system protects:
e taxpayers from unauthorized spending,
e principals and employees from accidentally violating purchasing laws,
e board members by ensuring expenditures are within legally adopted appropriations.




The district cannot legally create debt beyond available appropriations.
Oklahoma Statutes
The primary statute is:
70 O.S. § 5-135 - System of Accounting
Important provisions include:
e Board of education must use a prescribed accounting system for purchases.
¢ Authorized purchasers must be designated.
¢ Encumbrance clerk verifies available appropriations.
e Encumbrances are recorded before obligations occur.
e Purchase orders are approved by the Board of Education and reflected in the board
minutes.
e Before any purchase is completed, a purchase order or encumbrance must be issued.
Another related statute is:
70 O.S.§85-187
This statute requires claims against the prior fiscal year to be supported by an approved
purchase order and submitted within the statutory deadline, reinforcing that the PO is the legal
basis for payment.
A purchase order is the school district's legal permission to spend public money. It confirms that:
e the purchase has been approved,
e money is available,
¢ the expense fits the approved budget,
¢ and the district can legally pay the vendor.
Without a purchase order issued before the purchase, the district may not have legal authority to
pay the invoice.

ENCUMBER BEFORE ORDER and APROVE BEFORE INVOICE

That principle reflects Oklahoma's statutory encumbrance system and is one of the most
important internal controls in school finance.

RECIEVING (Amazon Example)
Verifying receipt of Amazon purchases (or any other purchase) before submitting an invoice for
payment is one of the most important internal controls for our school district. Unlike many
traditional vendors, Amazon orders may arrive in multiple shipments, include substitutions,
contain damaged items, or have items that are backordered or canceled. Paying an invoice before
confirming receipt increases the risk of paying for items the district never actually received.
Why Verification of Receipt Is Critical
1. The District Should Only Pay for Goods Actually Received (Legal Requirement)
School districts are stewards of taxpayer dollars. Before payment is made, the employee receiving
the order should verify:

e Everyitem listed on the invoice was delivered.

¢ Quantities match what was ordered.

e The correct products were received.

¢ Items are undamaged and usable.
This protects public funds and ensures the district only pays for what it actually received.
2. Amazon Frequently Ships Orders in Multiple Deliveries
Unlike many vendors, Amazon often:

¢ splits one order into several shipments,

¢ delaysindividual items,



e substitutes products,

e cancels unavailable items.
If an invoice is submitted after only the first box arrives, the district may inadvertently pay for
products that have not yet been delivered. (lllegal!)
3. It Protects Employees
When an employee signs or approves an invoice, they are essentially certifying:
"The district has received these goods and they are acceptable for payment." (met the legal
requirement!!)
If items are missing after payment has been made, recovering funds becomes much more
difficult.
4. It Reduces Fraud and Mistakes
Receipt verification helps detect:

e missing packages,

e incorrect shipments,

e duplicate shipments,

e unauthorized purchases,

¢ stolen deliveries,

¢ vendor billing errors.
These errors are much easier to correct before payment than afterward.
5. It Meets Oklahoma Internal Control Requirements
Oklahoma's school accounting system requires documentation supporting every payment.
70 O.S. 8 5-135 requires that claims for payment be supported by proper documentation,
including invoices and evidence that the district incurred the obligation through the purchase
order process. Payment should occur only after the district has confirmed that the goods or
services have been received and the claim is valid.
In addition, Oklahoma school accounting procedures prescribed by the State Department of
Education require districts to maintain adequate internal controls over receiving and payment
processing to safeguard public funds.
6. It Helps Auditors
During annual financial audits, auditors commonly ask questions such as:

e Wasthere an approved purchase order?

e Was the purchase authorized?

e Was the item actually received?

e Isthere evidence of receipt?

e Does theinvoice match the purchase order?
Documented receipt verification provides evidence that the district followed proper purchasing
procedures.

INVOICES
Following invoicing rules is not simply a matter of district policy—it is a legal responsibility.
Oklahoma school districts spend public funds, and every employee involved in purchasing,
receiving, or approving invoices plays a role in ensuring those funds are spent lawfully, accurately,
and transparently. Failure to follow established invoicing procedures can result in audit findings,
delayed payments, budget overruns, and in some cases, violations of Oklahoma law.
Why Following Invoicing Rules Is So Important
1. Public Money Requires Public Accountability
Every dollar spent by an Oklahoma school district comes from taxpayers or public funding
sources. Employees have a fiduciary responsibility to ensure that every payment is:

e« properly authorized,



e supported by documentation,

o for a legitimate school purpose,

¢ and accurately charged to the correct budget.
The purchase order and invoice process creates the documentation needed to demonstrate that
public funds were spent appropriately.
2. Oklahoma Law Requires Strong Internal Controls
70 O.S. 8 5-135(C) requires every board of education to establish and administer adequate
business procedures and controls governing purchases and the delivery of goods and services.
These procedures must identify authorized purchasers, require acceptable invoices, and
establish a method for determining the employee who verifies receipt of each purchase.
This means invoicing procedures are not optional—they are part of the district's legally required
internal control system.
3. No Invoice Should Be Paid Without Proper Documentation
Under 70 O.S. 8 5-135(E):

¢ A purchase order or encumbrance must be issued before a purchase is completed.

e After satisfactory receipt of the goods or services, the designated employee must certify

the bill for payment.
¢ The encumbrance clerk may not pay a claim unless it is supported by an itemized invoice
describing the items purchased, quantities, unit prices, and total cost.

¢ Theinvoice must be maintained as part of the district's official accounting records.
These requirements protect the district from paying unsupported or inaccurate claims.
4. Verifying Receipt Prevents Paying for Items Never Received
The employee approving an invoice is confirming that:

o the order was actually received,

e it matchesthe purchase order,

e quantities are correct,

e items are undamaged,

e and the district received what it is paying for.
This is especially important with vendors such as Amazon, where orders are frequently shipped in
multiple packages, partially fulfilled, substituted, or canceled.
5. Proper Invoicing Protects Employees
When an employee approves an invoice, they are certifying that the district's payment is justified.
Following the required procedures protects employees from being associated with:

¢ duplicate payments,

e unauthorized purchases,

e missing inventory,

e vendor billing errors,

e audit exceptions,

e questioned costs.
Proper documentation demonstrates that the employee exercised due diligence.
6. It Helps Prevent Fraud and Abuse
Strong invoice procedures are one of the most effective internal controls against:

« fictitious invoices,

¢ duplicate invoices,

e unauthorized purchases,

e personal purchases,

e overbilling,

e theft of district property,

e vendor fraud.



Requiring multiple documents—purchase order, receiving verification, and itemized invoice—
reduces the opportunity for mistakes or misconduct.

7. 1t Supports Accurate Budget Management

Invoices are used to:

e release purchase order encumbrances,

e accurately record expenditures,

¢ maintain current budget balances,

¢ prepare financial reports,

e support state reporting through the Oklahoma Cost Accounting System (OCAS).
Incomplete or inaccurate invoices can result in incorrect financial records and budget
information. Oklahoma law requires districts to operate under OCAS, and failure to do so can
affect state aid payments.

8. It Ensures a Successful Audit

Each year, independent auditors review whether school districts followed Oklahoma purchasing
laws and internal controls.

Auditors routinely verify that:

e apurchase order existed before the purchase,

e goods or services were received,

¢ theinvoice matches the purchase order,

e payment was properly approved,

e documentation is complete.

Following invoicing procedures provides the evidence needed to demonstrate compliance.

9. Late or Improper Invoices Can Result in Claims Being Denied

Under 70 O.S. 8 5-187, invoices and required documentation for goods or services delivered under
an approved purchase order must be submitted within the statutory deadlines established by the
district. Claims that are not timely submitted may become void and forever barred.

Every employee who purchases, receives, or approves invoices is helping protect the district's
financial integrity.

Before approving an invoice, always verify that:

e  Apurchase order was issued before the purchase.

e  The goods or services have been received in satisfactory condition.

e V Theinvoice matches the purchase order.

e + Quantities and prices are correct.

e  Required documentation is attached.

e  The purchase serves a legitimate school purpose.

Following invoicing rules protects everyone. It protects taxpayers by ensuring public funds are
spent legally, protects the district by maintaining accurate financial records, and protects
employees by documenting that purchases were authorized, received, and properly approved.
Oklahoma law requires these procedures because every public dollar must be traceable,
supported, and accountable. A properly documented invoice is not just paperwork—it is the legal
evidence that the district has fulfilled its responsibility to safeguard public funds.

Module 4 - MPS POLICY 2305/ 2306 Summary

Travel Expenses & Mileage Reimbursement

Mustang Public Schools' travel policy is designed to ensure that travel using district funds is
reasonable, necessary, properly documented, and compliant with district procedures. Employees
are responsible for following these requirements before, during, and after travel.



1. Meals & Per Diem
Instead of reimbursing meal receipts, the District uses the U.S. General Services Administration
(GSA) Meals & Incidental Expenses (M&IE) Per Diem rates.
Key Requirements
¢ Anovernight stay is required before meals can be reimbursed (per IRS regulations).
e Mealreimbursementis based on the GSA Per Diem rate, not actual meal costs.
¢ If meals are provided by the conference, those meals must be deducted from the per diem.
e Employees:
o complete the District Per Diem Reimbursement Form,
o attach the conference itinerary,
o submit everything within 3 business days after returning.
e Mealreceipts are not required.
2. Lodging
The District will either pay lodging directly or reimburse employees for eligible lodging expenses.
Generally, lodging is allowed when:
o the destination is more than 90 miles from the Mustang Educational Resource Center, or
o students are attending the event.
The District will not pay for:
o family or guests staying in the room,
e room service or personal charges,
e unnecessary extra nights before or after an event.
Required Documentation
Employees must submit:
¢ Travel Expense Reimbursement Form
¢ Itemized hotel invoice (not a credit card statement)
e Conference itinerary
within 3 business days (employee) and supervisors must forward it promptly to Finance.
If the District paid the hotel directly with a purchasing card, the employee must upload the
itemized hotel invoice within 6 business days.
Reimbursement occurs after travel is completed.
3. Transportation
The District may pay directly or reimburse for approved transportation expenses.
Covered Expenses
e Airfare
¢ Airport transportation (taxi/rideshare)
¢ Transportation between hotel and conference
¢ Rental cars (when cost-effective and pre-approved)
¢ Hotel or conference parking
e Airport parking
Not Covered
The District does not reimburse:
¢ mileage from home or school to the airport,
e trips to restaurants or personal destinations,
e parking tickets or traffic violations.
Employees must submit:
e Travel Expense Reimbursement Form
e Required receipts
¢ Conference itinerary
within 6 business days after returning.



4. Purchase Orders Are Required
Every travel expense must have an approved Purchase Order before the trip occurs.
Employees should estimate anticipated costs as accurately as possible.
Important consequences:
¢ Reimbursement purchase orders will not be increased after travel if costs were
underestimated.
¢ Ifthe District must increase a purchase order for direct payments, the employee must sign
an Improper Expenditure Acknowledgment.
5. Submit Travel Forms Together
If an employee is requesting both:
¢ Travel Expense Reimbursement
e Per Diem Reimbursement
they must be submitted together to the Finance Office.
6. Board Members
School board members follow the same travel reimbursement procedures as district employees.

Mileage Reimbursement (Policy 2306)
Mileage Rate
Approved mileage is reimbursed at:
$0.50 per mile
Mileage must be supported by:
o District Site-to-Site Mileage Chart (between district buildings), or
¢ (Google Maps or mileage-tracking documentation (outside the district).
Mileage reimbursement:
e cannot exceed the cost of available airfare,
e is not paid for district-hosted events attended by district staff.
District Vehicles
If a district vehicle is available and offered:
¢ employees are expected to use it.
e Declining an available district vehicle generally means mileage will not be reimbursed
unless approved by the Superintendent.
Employees riding in a district vehicle receive no mileage reimbursement.
Ride Sharing
Employees traveling to the same event are encouraged to carpool whenever practical to maximize
district resources.
Employee Responsibilities
Every employee is responsible for:
¢ Obtaining an approved Purchase Order before travel.
o Following district travel rules.
¢ Keeping required receipts and documentation.
e Submitting reimbursement paperwork on time.
e Accurately estimating travel costs.
e Using district funds responsibly.
Failure to follow these procedures may result in:
¢ delayed reimbursement,
e denial of reimbursement,
e disciplinary action,
¢ additional documentation requirements.



Travel expenses are paid with public funds and must be carefully managed. Employees should
obtain prior approval through a purchase order, use the most economical travel options, maintain
required documentation, and submit reimbursement forms within the required timelines. These
procedures ensure compliance with district policy, protect taxpayer resources, and provide the
documentation necessary for financial accountability and auditing.

Module 5 - Activity Funds
In Oklahoma, activity funds are public funds held in trust by the school district (with limited
exceptions for certain student charitable fundraisers). Because these funds often involve cash
collections, Oklahoma law and State Department of Education rules require strong internal
controls over collection, safeguarding, depositing, and documenting every dollar received.
1. The Board of Education Controls All Activity Funds
Under 70 O.S. 8 5-129, the local board of education exercises control over all activity funds
generated by student activities and other approved revenue sources. These monies belong in the
school activity fund and may only be spent for the purpose for which they were collected. The
board must approve activity fund subaccounts, fundraising activities, and the authorized
purposes for expenditures.
What this means for employees
Employees and sponsors are custodians of public money—they do not own or control these funds
personally. Every dollar collected belongs to the school district until it is spent according to board-
approved purposes.
2. Cash Must Be Deposited Promptly
Oklahoma law establishes a specific timeline for deposits.
70 O.S. 8 5-129 requires:

¢ Deposits must be made by the end of the next business day.

e Ifdaily collections total less than $100, the district may accumulate those collections.

e Evenwhen daily receipts are under $100, deposits must be made at least once each

week.

Why this matters
The longer cash remains in a classroom, office, or desk drawer:

e the greater the opportunity for theft,

e the greater the chance of loss,

« the more difficult it becomes to prove how much money was actually collected.
Prompt deposits are one of the strongest fraud prevention controls.
3. Gate Receipts Must Be Carefully Accounted For
Admissions to athletic events, plays, concerts, carnivals, dances, and similar activities are
specifically authorized activity fund revenue under 70 O.S. 8 5-129(B).
Good internal control practices require:

¢ prenumbered tickets whenever practical,

e beginning and ending ticket inventories,

e reconciliation of tickets sold to cash collected,

e dual counting of cash,

e documented cash count sheets,

e prompt deposit into the activity fund.
These procedures create an audit trail that demonstrates all admission revenue was deposited.
4. Do Not Hold Cash Overnight Unless District Procedures Allow It



While Oklahoma statutes do not expressly state "cash shall never be held overnight," the statutory
requirement for next-business-day deposits reflects the Legislature's expectation that cash be
safeguarded and deposited promptly.
If money must remain overnight because the event ends after banking hours:
e it should be secured immediately,
e stored in alocked safe or approved secure location,
e access should be restricted,
e deposited on the next business day.
Cash should never be:
e leftinclassrooms,
e stored in desk drawers,
¢ taken home by employees,
e keptin personalvehicles.
These practices expose both the employee and the district to unnecessary risk.
THE BUILDING PRINCIPAL IS THE OVERNIGHT CUSTODIAN IN MUSTANG SCHOOLS!
5. Documentation Is Required for Every Collection
Every receipt of money should be supported by documentation such as:
e receipt books,
e ticket reconciliation reports,
e fundraiser collection logs,
¢ cash count sheets,
e deposit slips,
e sponsorreports,
o fundraiser summaries.
Documentation should clearly answer:
¢ Who collected the money?
¢ What was collected?
¢ Whywas it collected?
¢ How much was collected?
¢ When was it deposited?
e Into which activity account was it deposited?
Without documentation, there is no reliable way to verify that all collected funds reached the
bank.
6. Separation of Duties Is Essential
Whenever possible:
e one person collects money,
 another verifies or recountsit,
e another prepares the deposit,
e anotherrecords the transaction.
Separating duties significantly reduces opportunities for errors or fraud.
7. Activity Fund Expenditures Must Follow the Same Accountability Standards
Money cannot simply be spent because it is in an activity account.
Under 70 O.S. § 5-129, activity funds:
¢ mustremain intheir approved subaccount,
¢ may only be spent for the purpose approved by the board, (POA - purpose of account)
¢ are disbursed through the activity fund custodian using proper district procedures.
Common Audit Findings
Independent auditors frequently identify issues such as:
e cash held for extended periods before deposit,




¢ undocumented gate receipts,

e deposits that do not reconcile to collections,

¢ missing receipt books,

e inadequate fundraiser documentation,

e one person collecting, counting, recording, and depositing money,

e undocumented transfers between activity accounts.
These findings can often be prevented through consistent adherence to established procedures.
Best Practices for Employees
Every employee handling activity funds should:

e Collect money using district-approved procedures.

e Issue receipts or maintain appropriate collection records.

e Count cash with another employee whenever practical.

e Complete a documented cash count.

o Deposit funds by the next business day (or at least weekly if the total remains under $100,

as permitted by law).

¢ Never take school money home.

e Never leave cash unsecured.

¢ Maintain complete documentation for every collection and deposit.

¢ Ensure expenditures are for the board-approved purpose of the activity account.
Activity fund money is public money. Every dollar collected must be protected, documented,
and deposited promptly. Oklahoma law requires school boards to control activity funds and
requires deposits by the end of the next business day (with a limited exception for
collections under $100, which must still be deposited at least weekly). Strong
documentation, prompt deposits, secure cash handling, and proper segregation of duties
protect students, employees, and taxpayers while ensuring compliance with Oklahoma law
and successful audit outcomes.

Module 6 - Bond Funds vs General Fund
BOND FUNDS
School bond proceeds in Oklahoma are restricted capital funds. They cannot be used for the
district's normal operating expenses. Instead, they are intended to finance long-term capital
improvements that voters approved in the bond election. This separation is reflected in Oklahoma
law, which excludes bond proceeds from the General Fund and limits them to capital purposes.
What Bond Funds CAN Be Used For
Bond proceeds may generally be used for long-term capital assets and improvements, including:

e Constructing new school buildings

¢ Purchasing land or improving school sites

e Remodeling or renovating existing buildings

¢« Major repairs that extend the useful life of facilities

e Classroom additions

¢ Roofreplacements

e HVAC replacements

¢ Electrical, plumbing, and mechanical system upgrades

e Security improvements

¢ Technology infrastructure that becomes part of the facility

e Permanent furniture, fixtures, and equipment

¢ Athletic facilities and other capital improvements approved by the voters



¢ Costs directly related to the bond project, including certain professional services
(architectural, engineering, surveying, testing, etc.) and authorized bond issuance costs.
The language approved by voters in the bond election also controls how proceeds may be spent.
Districts should ensure expenditures are consistent with both state law and the specific purposes
described in the bond proposition.
What Bond Funds CANNOT Be Used For
Bond proceeds generally may not be used for current operating expenses, including:
e Teacher or support staff salaries
¢ Employee benefits
e Substitute teachers
¢ Classroom instructional supplies that are consumable
e Office supplies
e Utilities
¢ Fuel
¢ Routine maintenance
¢ Food service expenses
e Student travel
¢ Professional development
e Athletic officials or game expenses
¢ Regular transportation costs
e Any other recurring operational expense
These costs belong in the General Fund or another legally authorized operating fund—not the
Bond Fund. Oklahoma law defines the General Fund as the district's current expense fund and
specifically excludes bond proceeds from it.
Why Oklahoma Law Separates Bond Funds from General Funds
70 O.S. 8 1-117 defines the General Fund as the district's current expense fund and expressly
states that it does not include monies derived from the sale of bonds. The statute further
provides that General Fund expenditures are noncapital in nature, reinforcing that bond proceeds
are reserved for capital purposes.
This separation ensures taxpayers receive exactly what they approved when voting for a bond
issue.
Special Rules
A few additional requirements apply to bond funds:
¢ Every expenditure must be consistent with the purposes approved by voters.
e All bond transactions must be recorded through the Oklahoma Cost Accounting System
(OCAS).
o After all approved bond projects (or like projects) are completed, any remaining surplus
bond proceeds are transferred to the district's Sinking Fund by board action recorded in the
board minutes.

Examples

Allowable Bond Expenditures Not Allowable Bond Expenditures
New classroom construction Teacher salaries

Roof replacement Utilities

HVAC replacement Fuel

Security vestibules Office supplies

Permanent built-in casework Classroom consumable supplies



Allowable Bond Expenditures Not Allowable Bond Expenditures

School furniture and fixtures Professional development

Major plumbing or electrical upgrades Athletic officials

Land acquisition Student meals

Permanent playground equipment Routine custodial supplies

Parking lots and sidewalks General operating expenses

Bond funds are for long-term investments in school facilities—not day-to-day operations.
Oklahoma law separates bond proceeds from the General Fund and limits their use to voter-
authorized capital improvements. Using bond money for operating expenses, salaries, utilities, or

other recurring costs is not permitted. Proper use of bond funds protects taxpayer trust, ensures
compliance with Oklahoma law, and helps districts successfully complete bond-funded projects.

GENERAL FUND
The General Fund is the school district's primary operating fund. Under Oklahoma law, it is
defined as the current expense fund used to pay the day-to-day costs of operating a school
district. As a general rule, General Fund expenditures must be noncapital in nature, with only a few
narrow statutory exceptions.
What the General Fund CAN Be Used For
General Fund dollars may be used for the normal operating expenses necessary to educate
students and operate the district.
Examples include:
Personnel Costs

o Teacher salaries

¢ Administrator salaries

e Support staff wages

¢ Employee benefits

e Substitute teachers

¢ Overtime and stipends
Instruction

e Textbooks

¢ Classroom supplies

e Instructional software

e Curriculum materials

e Testing materials

¢ Professional development

e Library materials
Student Services

e Counseling

¢ Nursing services

e Special education services

e Athletics

e Extracurricular activities

¢ Transportation operations

Operations
o Utilities
e Fuel

¢ Custodial supplies



¢ Maintenance supplies
e Grounds maintenance
e« Office supplies
¢ Insurance premiums
e Communications
e Contracted services
Equipment and Furnishings
Oklahoma law specifically classifies many purchases that people often assume are "capital" as
noncapital expenditures, allowing them to be paid from the General Fund, including:
e Furniture
e Classroom desks
¢ Office furniture
¢ Computers
¢ Classroom technology
e Equipment
¢ Repair and replacement of equipment
e Maintenance and repair of buildings
¢ Maintenance of school grounds
These items are specifically listed by statute as noncapital expenditures.

What the General Fund CANNOT Be Used For
Except in limited situations authorized by law, the General Fund cannot be used for capital
expenditures.
Examples include:
¢ Purchasing land
e Purchasing existing buildings
e Constructing new school buildings
e Building additions
e« Major renovations involving roof structures or load-bearing walls
¢ Initial installation or extension of major building service systems
¢ Permanent site improvements associated with construction
¢ Architectural and engineering costs for capital projects
o Other expenditures that result in acquiring or creating fixed assets
These expenditures generally belong in the Bond Fund or Building Fund, not the General Fund.
Oklahoma Law Defines Capital vs. Noncapital
70 O.S. 8 1-117 provides the legal distinction.
Capital Expenditures
Capital expenditures generally involve:
e acquiring fixed assets,
e constructing facilities,
o adding to existing facilities,
¢ purchasingland,
e major structural remodeling,
¢ significant improvements that extend the useful life or capacity of a building.
Noncapital Expenditures
Noncapital expenditures include:
¢ maintenance,
e repairs,
e replacement of property,



o furniture,
e equipment,
¢ maintenance of grounds,
e routine upkeep,
¢ repairs that do not alter roof structures or load-bearing walls.
This distinction is critical because it determines which fund may legally pay the expense.
Limited Exceptions
Oklahoma law permits a district to use General Fund dollars for certain capital expenditures only
in limited circumstances, including:
e rebuilding after a fire or natural disaster when insurance and other funding are insufficient,
e certain State Board of Education-approved circumstances after a failed bond election,
e limited classroom construction or remodeling in qualifying low-property-wealth districts
that meet specific statutory conditions.

These exceptions are narrow and require compliance with the conditions set outin 70 O.S. § 1-
117(F), (K), and (L).

Examples

General Fund (Allowable) Not General Fund (Generally Paid from Bond/Building Funds)
Teacher salaries New school construction

Employee benefits Purchase of land

Utilities Building additions

Fuel Major structural renovations

Classroom supplies New facility construction

Office supplies Initial installation of major building systems

Computers Architectural services for a new building

Classroom furniture Permanent site improvements for new construction

Routine maintenance Purchase of an existing school building

HVAC repairs Roof-structure replacement as part of a major capital project
Plumbing repairs

The General Fund is the district's operating fund. It pays the ongoing costs of educating students
and running schools—such as salaries, utilities, supplies, equipment, maintenance, and
instructional programs. Oklahoma law requires General Fund expenditures to be noncapital in
nature, meaning they generally may not be used to acquire or construct major capital assets
unless a specific statutory exception applies. Understanding this distinction helps ensure
compliance with Oklahoma law, proper budgeting, and successful financial audits

Module 7 - POLICY 2300 - Purchasing

Purchasing Authority & Procurement Responsibilities

Board Policy 2300 establishes the purchasing framework for Mustang Public Schools. Its purpose
is to ensure that all purchases made with governmental funds are conducted legally, ethically,
efficiently, and transparently while protecting taxpayer resources. The policy is based on
applicable Oklahoma laws, including 62 O.S. 8 310, 70 O.S. § 5-123, and the Oklahoma Public
Competitive Bidding Act (61 O.S. §8 101-136).

Purpose of the Policy



The purchasing policy exists to:
e Ensure compliance with Oklahoma purchasing laws.
¢ Promote responsible stewardship of taxpayer dollars.
e Provide transparency and accountability in purchasing decisions.
e Establish consistent procurement procedures throughout the District.
¢ Ensure purchases are made ethically and in the best interest of students and taxpayers.
The Board recognizes that responsible purchasing practices help maintain public trust and
support the long-term financial stability of the District.
Board of Education Responsibilities
The Board provides oversight of the District's purchasing process by:
e Approving purchasing policies and procurement procedures.
e Reviewing the following financial reports each month:
o Encumbrance Register - all new purchase orders created since the previous board
meeting.
o Change Order Listing — purchase orders that have increased in amount since the
previous meeting.
e Approving or declining purchase orders presented for payment by the Encumbrance Clerk.
¢ Reviewing independent audits and monitoring compliance with Board policy and
Oklahoma law, including 70 O.S. § 22-109.
Purchasing Agent Responsibilities
The Board designates the Superintendent, Chief Financial Officer (CFO), and any other Board-
authorized employees as Purchasing Agents.
Purchasing Agents have the authority to approve Purchase Requisitions, which authorize the
Encumbrance Clerk to issue a Purchase Order and legally encumber district funds.
Purchasing Agents are responsible for:
e Implementing Board-approved purchasing policies and procedures.
e Ensuring purchases comply with Oklahoma law and Board policy.
o Promoting efficient and effective purchasing practices.
¢ Administering purchase orders for governmental funds.
e Managing financial contracts presented to the Board.
¢ Reviewing purchasing records and documentation for compliance.
e Assisting in the preparation of quote and bid specifications when needed.
Employees should remember these guiding principles:
¢ District purchases must follow Board policy and Oklahoma law.
e Only authorized Purchasing Agents may financially obligate the District.
¢ APurchase Requisition must be approved before a Purchase Order is issued.
o Purchase Orders legally reserve (encumber) district funds before purchases are made.
¢ The Board reviews purchasing activity each month to ensure transparency and
accountability.
¢ Every employee has a responsibility to safeguard public funds through ethical purchasing
practices.
Every purchase made by Mustang Public Schools represents an investment of taxpayer
dollars. Board Policy 2300 establishes a system of checks and balances by clearly defining
purchasing authority, requiring legal compliance, and ensuring Board oversight. Employees should
never make purchases outside of the approved purchasing process, because only authorized
Purchasing Agents can legally commit the District to a financial obligation. Following these
procedures protects the District, its employees, and the public's trust.



1. The Purchasing Process
Every purchase made with district funds must follow the same approval process before the
District becomes financially obligated.
Required Steps
1. Employee submits an electronic Purchase Requisition.
2. The requisition moves through the appropriate supervisory approval chain.
3. The Purchasing Agent (Superintendent, CFO, or Board-authorized designee) provides the
final approval.
4. Afterfinalapproval, the Encumbrance Clerk issues the Purchase Order and encumbers
the funds.
5. Only after the Purchase Order has been issued may the employee place the order or
otherwise obligate the District.
This process ensures that purchases are authorized, funds are available, and expenditures
comply with Oklahoma law and Board policy.
2. Employee Reimbursements
Employees may occasionally purchase approved items with personal funds and request
reimbursement.
To be eligible:
¢ The normal purchasing approval process must have been completed before the purchase.
¢ Avalid Purchase Order must already exist.
¢ The employee must submit the original receipt.
e The receipt date must be after the Purchase Order was issued.
Purchases made before a Purchase Order is created are generally not eligible for reimbursement.
3. Questionable Purchases
If there is uncertainty regarding:
e apurchase,
e areceipt,
e Or supporting documentation,
the matter will be referred to the Purchasing Agent for review and determination.
4. Purchasing Cards (P-Cards)
The District authorizes the use of Purchasing Cards because they provide:
e greater efficiency,
e quicker purchasing,
¢ administrative savings,
« financial benefits to the District.
However, Purchasing Cards are District purchasing tools—not personal credit cards.
Employees who use a Purchasing Card for unauthorized or unapproved purchases may:
e become personally responsible for the expense,
¢ lose Purchasing Card privileges,
o face disciplinary action.
5. Employee Purchasing Rules
Employees must never:
Purchase Personal Iltems
District funds—including Activity Funds—may not be used for personal purchases.
Employees making personal purchases with District funds:
e are personally responsible for repayment,
e may face disciplinary / legal action.




Purchase Before Receiving a Purchase Order
Employees may not:

e order products,

e hire services,

e make reservations,

¢ commit the District financially,
before a Purchase Order has been issued.
Violations may result in:

e personalfinancial responsibility,

e disciplinary/ legal action.
Exceed an Approved Purchase Order
Employees are responsible for ensuring purchases remain within the approved Purchase Order
amount.
If a purchase exceeds the approved amount:

o the employee may be personally liable for the excess,

« an lllegal Expenditure Acknowledgment must be signed and filed with the Purchase

Order.

Key Employee Responsibilities
Every employee should:

e Submit a Purchase Requisition before making a purchase.

e« Wait untilthe Purchase Order has been issued before ordering.

o Keep purchases within the approved Purchase Order amount.

¢ Use Purchasing Cards only for authorized District business.

¢ Never purchase personal items with District funds.

e Submit receipts promptly for reimbursement.

e Ask questions before purchasing if there is any uncertainty.
The purchasing process protects both the District and its employees. Every purchase must
begin with an approved Purchase Requisition and an issued Purchase Order before any
commitment is made. Employees may not use District funds for personal purchases, exceed
approved purchase amounts, or bypass established purchasing procedures. Following these
requirements ensures compliance with Oklahoma law, protects taxpayer dollars, and helps
maintain accurate financial records and successful audits

Module 9 - COMMON AUDIT FINDINGS - ISSUES
Independent auditors in Oklahoma school districts routinely evaluate internal controls,
compliance with Oklahoma statutes, board policies, federal grant requirements, and generally
accepted accounting principles. Most audit findings are not fraud—they are breakdowns in
procedures that increase financial risk.
Below are the most common issues identified in Oklahoma school district audits.
Purchasing & Expenditures
Purchases Made Before Purchase Orders
The most common finding is employees purchasing goods or services before a purchase order is
issued.
Risk:

e Violation of Oklahoma encumbrance laws

e Unauthorized spending

¢ Budget overruns



Inadequate Supporting Documentation

Missing:
e invoices
e receipts

e packing slips
e receiving documentation
¢ purchase approvals

e Cannot prove the expenditure was legitimate
e Increased fraud risk
Payments Without Evidence of Receipt
Invoices are paid before someone verifies:
e goods arrived
e quantities are correct
e services were completed
Risk:
e Paying for goods never received
e Duplicate payments
Purchase Orders Exceeded
Actual purchases exceed approved purchase order amounts.
Risk:
e Spending beyond authorized limits
e Budget control failures
Cash Handling
Late Deposits
Cash from:
¢ gatereceipts
o fundraisers
o fees
e concessions
is deposited several days after collection.
Risk:
o Theft
e Lostfunds
¢ Noncompliance with 70 O.S. § 5-129
Weak Cash Controls
Examples include:
e« one person collecting, counting, depositing, and recording cash
¢ noindependent verification
e noreconciliation

Risk:
e Fraud
e Errors

Missing Receipt Books
Cash collected without:

e receipts

e logs

e ticketreports
Risk:



¢ Impossible to verify collections
Poor Gate Receipt Documentation
No:
e ticket reconciliation
e cash count sheet
e attendance documentation
Risk:
e Cash shortages cannot be explained
Activity Funds
Improper Activity Fund Expenditures
Funds spent for purposes unrelated to the organization's approved purpose.
Risk:
e Violation of 70 O.S. 8 5-129
Negative Activity Fund Balances
Organizations spend more than collected.
Risk:
e Poor financial oversight
Fundraising Documentation Missing
No documentation showing:
¢ what was sold
e quantity sold
e proceedsreceived
e expensesincurred
Federal Programs
Unsupported Federal Expenditures
Grant expenditures lacking:
e invoices
e payroll documentation
e time certifications
e contracts
Risk:
e Repayment of federal funds
Improper Time & Effort Documentation
Employees paid with federal funds lack required certifications.
Unallowable Grant Costs
Grant money used for expenditures not permitted by federal regulations.
Fixed Assets
Inventory Not Maintained
Missing:
e inventory tags
e locationrecords
¢ annualinventory
Equipment Cannot Be Located
District cannot locate computers, equipment, or other assets purchased with public funds.
Payroll
Incorrect Leave Balances
Employee leave records inaccurate.
Improper Overtime
Overtime not approved or improperly calculated.



Payroll Authorization Missing

Raises, stipends, or contracts not properly approved.
Financial Reporting

Bank Reconciliations Not Timely

Monthly reconciliations completed weeks or months late.
Journal Entries Without Documentation

Adjustments lack explanation or approval.

Incorrect Fund Coding

Expenses charged to incorrect:

¢ function
e object

e project
e fund

Segregation of Duties
One employee:
e approves purchases
e receives goods
e paysinvoices
e reconciles bank accounts
Risk:
¢ One person controls the entire transaction.
Credit Cards / P-Cards
Personal Purchases
District credit cards used for personal expenses.
Missing Receipts
Purchasing card charges unsupported.
Unauthorized Purchases
Purchases violate district policy.
Contracts
Contracts Not Board Approved
Required Board approval missing before execution.
Missing Signatures
Contracts executed without proper authorization.
Compliance
Competitive Bidding Violations
Required quotes or bids not obtained.
Conflict of Interest
Employees participating in purchasing involving relatives or businesses with which they have
financialinterests.
Open Meeting Violations
Financial actions taken without proper Board approval.
Technology
Shared Passwords
Multiple employees using same financial system login.
Excessive System Access
Employees have permissions beyond job responsibilities.
Records Retention
Missing:
e purchase orders



invoices

contracts

payroll records

grant documentation

Common Internal Control Problems
Auditors frequently identify:

Lack of supervisory review

Poor documentation

Failure to follow Board policy
Employees bypassing procedures
Untimely reconciliations

Lack of written procedures
Inadequate training

Inconsistent approval processes

Top 10 Findings Every Principal Can Help Prevent

PN O A=

©

Purchases made before a Purchase Order is issued.

Late deposits of activity fund money.

Missing invoices or receipts.

Failure to verify receipt of goods before payment.

Poor documentation of gate receipts and fundraisers.

Personal purchases using district funds or purchasing cards.

Spending beyond approved purchase order amounts.

Activity fund expenditures that do not match the purpose of the account.
Lack of segregation of duties when handling cash.

10. Missing approvals or incomplete supporting documentation.
Nearly every audit finding is preventable. Strong internal controls—obtaining purchase orders
before purchases, documenting every transaction, safeguarding cash, depositing funds promptly,
reconciling records, and following Board policy—protect students, employees, and taxpayers. By
consistently following established procedures, principals and their staff can significantly reduce
audit findings and help ensure the district remains compliant with Oklahoma law and sound
financial management practices.

"Top 20 Mistakes Principals Make"
Examples:
1.
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Ordering before a PO.

Signing contracts.

Accepting donations with strings attached.

Paying someone personally.

Mixing personal and school purchases.

Using the wrong fund.

Allowing booster clubs to operate as school organizations.
Holding fundraiser cash overnight.

Failure to hold employees accountable

10. Late deposits.

11. Purchasing from unapproved vendors.
12. Assuming grant funds can buy anything.
13. Not reconciling activity accounts.
14.Using gift cards improperly.

15. Not referring to / following Board Policy



16. Not documenting travel.

17. Splitting purchases to avoid bids.

18. Forgetting board approval requirements.
19.Ignoring insurance/risk management procedures.
20. Waiting until the last minute to spend budgets.

Real-World Scenarios

1.) A teacher finds a science kit online for $4,200. The vendor says today's the last day for the
sale. She purchases it with her personal credit card and asks for reimbursement tomorrow.
2) The PTA buys playground equipment and wants the district to maintain it forever.

3.) A coach deposits gate receipts three days later.

4.) Employee purchases personal groceries on the school activity credit card

Law

Liability

Board acceptance

Ownership

Insurance

Maintenance

Cash handling

Audit findings

Internal controls
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