
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

July 25, 2011 

 

 

MEMORANDUM 
 

TO: Legislative Education Study Committee 

 

FR: Craig J. Johnson 

 

RE: STAFF BRIEF:  2010 LESC SCHOOL FINANCE WORK GROUP OUTCOMES:  

REVISION OF THE PUBLIC SCHOOL ACCOUNTING AND BUDGETING 

MANUAL OF PROCEDURES 

 

 

During the 2010 interim, the School Finance Work Group created by the Legislative Education 

Study Committee (LESC) reviewed the Public School Accounting and Budgeting Manual of 

Procedures (Manual) and determined that many of the 22 sections of the manual had not been 

updated since the 1990s.  The work group agreed that updating the manual would be an 

extensive project best assigned to an expert in school business management who had worked in 

the public schools.   In November 2010, the work group reviewed proposals and selected a 

contractor to complete the revision of the manual.  The contractors have almost completed the 

update and revision of the manual.  However, at the time this memo was written, not all of the 

final deliverables have been reviewed and approved by the Public Education Department (PED) 

staff. 

 

This staff brief will: 

 

 outline the timeline of events involved in the update of the manual; and 

 provide an overview of the new and improved manual. 

 

 

 

 

travis.dulany
2011 LESC



 2 

Timeline 

 

 In July, the work group agreed to request $50,000 from the New Mexico Public Schools 

Insurance Authority (NMPSIA) to hire one or more contractors to revise the manual. 

 

 On August 4, 2010, the LESC Director sent a letter to the NMPSIA board on behalf of 

the work group requesting the funds; and at the August 5, 2010 NMPSIA board 

meeting, the board approved the request. 

 

 At its October 1, 2010 meeting, the work group approved a scope of work drafted by 

LESC staff. 

 

 During October, work group members and LESC staff solicited proposals from 

qualified and interested professionals. 

 

 On November 12, the LESC School Finance Work Group reviewed the three proposals 

received and selected Team S&S, Caron Snow and Leslie Smith, as the contractors to 

complete the revision of the manual (see Attachments 1 and 2). 

 

 In late November, NMPSIA and PED signed an intergovernmental agreement (IGA) 

directing the transfer of funds, which is required by the Department of Finance and 

Administration (DFA) to complete the operating transfer of $50,000 from NMPSIA to 

PED. 

 

 In November, December, and January, PED staff reviewed a draft contract and 

processed the final contract through their contract review process and the contract 

review process at DFA. 

 

 The final contract was signed by PED staff and the contractors in the middle of 

February and approved by DFA’s contracts review bureau on March 30, 2011. 

 

 On April 11, the contractors submitted the first deliverable, the comprehensive review 

of the manual, for examination and edit. 

 

New Manual 

 

The new manual is the result of a cooperative effort between the contractors, the LESC School 

Finance Work Group, NMPSIA, PED staff, and LESC staff.  The contractors agreed upon a 

process to develop, review, and approve each section of the new manual.  After the contractors 

submitted each new section of the manual, LESC and PED staff reviewed each submittal to: 

 

 ensure the instructions are comprehensive and accurately reflect all current procedures 

and requirements; and 

 check for any grammatical or formatting errors. 

 

The updated manual serves as a guiding document to help all school districts and charter 

schools understand and comply with applicable laws and current financial reporting 
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requirements.  If the guidance provided for in the new manual is properly followed, the revised 

manual will: 

 

 increase the likelihood of accurate financial reporting; 

 strengthen internal controls; 

 reduce waste, fraud and abuse; and 

 help school boards and administrators be more effective stewards of public resources. 

 

The following chapters are included in the new manual: 

 

 Budget Planning, Preparation, and Maintenance; 

 Internal Control Structure; 

 Uniform Chart of Accounts; 

 Federal and State Grants; 

 Financial Statements; 

 Financial and Compliance Audits; 

 Cash Controls; 

 Public Fund Deposits and Investments; 

 Instructional Materials; 

 Warehouse and Supply Inventory; 

 Insurance; 

 Capital Assets; 

 Purchasing; 

 Payroll; 

 Bonds, Capital Projects, and Debt Service; 

 Student Nutrition; 

 Student Activity and Athletics; 

 Transportation; 

 Travel and Training; and 

 Records Retention and Disposition. 

 

The improvements in the new manual include: 

 

 greater detail regarding proper internal controls; 

 additional guidance on complying with financial, federal, or special audits; 

 common audit findings and tips to avoid them; 

 an updated section on recent statutory changes regarding requirements for audit 

subcommittees and potential sanctions if audits are not completed timely; 

 guidance on best practices associated with cash controls, purchasing, and inventory 

management; 

 additional instructions on how to use the Uniform Chart of Accounts; 

 additional clarity on the proper use of capital funds; and 

 a more consistent, easy-to-use format. 

 

In addition to the improvements listed above, the new manual includes practical tools that 

school business managers and program administrators can use to evaluate specific operations 
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and identify areas for improvement.  For example, the new manual includes risk/control 

assessment tools for the following finance functions: 

 

 capital assets; 

 cash management; 

 instructional materials; 

 investments; 

 purchasing; 

 school nutrition; and 

 warehouse operations. 

 

The risk/control assessment tool for the purchasing function is included as Attachment 3. 

 

The contract also required the contractors to provide electronic versions of each chapter of the 

manual and associated tools, which will facilitate updating the manual as needed.  The updated 

chapters of the manual also include references to other PED manuals, guidance documents, or 

reference materials.  PED has expressed intent to post the chapters of the manual on PED’s 

website. 

 

Finally, the new manual will be presented at the New Mexico Association of School Business 

Officials training conference on October 17-21. 



ATTACHMENT 1





















ATTACHMENT 2





















Risk/Control Assessment

Date
Evaluator
Overall Risk
Corrective Actions - Describe on Separate sheet
Communication Means - Describe on Separate sheet
Approval
Date of next assessment

Never Sometimes Always High Med Low Positive Negative Department Administration Both Needed Date Complete

Dvision of Duties/ReconcilingApprovals
Separate people perform purchasing activities than those conducting 
reconciliation of accounts

Reviewing and reconciling accounts payable control accounts is separate 
from the person who records the information

All expenditures are approved in accordance with written purchasing 
policies & procedures that are updated annually 

Non-competitive purchasing

Sole source purchasing is justified by notation on PO's, contracts and 
requisitions

Emergency purchasing is justified by notiation on PO's, contracts and 
requisitions

Purchases utilizing existing contract are documented properly and in 
accordance with contract stipulations

Appropriateness of expenditures
Purchases are tested for reasonableness of derived benefit

Policies and Procedures
Policies and Procedures for competitive bidding are in place for purchases 
over a specified amount

A Board of Education policy is in place for small purchases that sets forrth 
procedures and limits for purchases below statutory thresholds.

Training and Professional Development

Personnel are adequately trained and cross trained in NM Procurement 

Security and Computer/System Access
Access is strictly controlled = authorized personnel perform specified 
functions

  Risk to AssetsPolicies &  Procedures  Followed CommunicationCost/Benefit Corrective Action
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Legislative Legislative Education Study Education Study 
CommitteeCommitteeCommitteeCommittee

July 26, July 26, 2011, 2011, TuesdayTuesday

Draft Draft 
M l f P dM l f P dManual of Procedures Manual of Procedures 

forfor
P bli S h l A ti d B d tiP bli S h l A ti d B d tiPublic School Accounting and BudgetingPublic School Accounting and Budgeting
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P j t O iP j t O iProject OverviewProject Overview
 Emphasis on the Law
 Internal Controls

 Budgeting Budgeting
 Cash Controls
 Reconciliations
 Assessments and Controls Assessments and Controls
 Financial Systems

 Special Requirements for Diverse Funds
 Practical Tips, Formats, Assessments for Reporting to 

Governing Boards
 Guidance on the Prevention of Waste, Fraud and Abuse Guidance on the Prevention of Waste, Fraud and Abuse
 Glossary and Acronyms

2



Budget Planning, Preparation and Budget Planning, Preparation and 
Maintenance Maintenance –– Supplement 1Supplement 1

 Pl i d P ti T h i d St t i Planning and Preparation - Techniques and Strategies
 Types of Budgeting Approaches  
 Best Practices - Tools Needed for Budgeting Best Practices  Tools Needed for  Budgeting   
 Appropriateness of Expenditures
 Funding for New Mexico
 Funding Formula - Concept 

 Brief History
 Distribution Tool
 Basic Components Students             Units                   Dollars
 Basic Components
 Program Cost 

 Public Education Department’s Operating Budget
Management System (OBMS)Management System (OBMS)

 Budget Forecasting – Revenue and Expenditures
3



Internal ControlsInternal Controls
Supplement 2Supplement 2

 COSO Definition COSO Definition
to provide reasonable assurance regarding specific district financial 

goals and objectives and the plans, methods and
procedures to meet those goals. 

Emphasis is on these five elements
 The Control Environment
 Risk Assessment
 Control Activities
 Information and Communication Information and Communication
 Monitoring

 Sample Internal Control Procedures
 Risk Assessment Tool

4



UCOA P f S l 3UCOA P f S l 3UCOA Preface to Supplement 3UCOA Preface to Supplement 3
 Emphasis on Account Code Stringp g
Fund     Function  Object  Program  Location   Job Class

                /     XXXXX.  XXXX.     XXXXX.     XXXX.    XXX/XXX.    XXXX

 Usefulness in Organizing and Summarizing Financial Usefulness in Organizing and Summarizing Financial 
Information using the UCOA
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Federal and State Grants  Federal and State Grants  
S l 4S l 4Supplement 4Supplement 4

Management’s Responsibilities     
 Relationship of the Business Office and Program Managers Relationship of the  Business Office and  Program Managers

 Internal Controls
 Administrative Costs
 Using the Uniform Chart of Accounts for Budgeting
 Requests for Reimbursements (RfRs)
 Cash Flow
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Financial StatementsFinancial Statements
Supplement 5Supplement 5

 GASB 34 and 54 Changes
 District-Wide Financial Statements

Statement of Net Assets
Statement of Activities

 ’ ( & )Management’s Discussion and Analysis (MD&A)
 Required Supplementary Information (RSI)
 Interim Reporting Objectives Interim Reporting Objectives
 Difference in Cash Basis and Full Accrual Basis of 

Accountingg
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Financial and Compliance Audit Financial and Compliance Audit 
Supplement 6Supplement 6

 The Audit Act

 The Audit Contract

 Requirements Pertaining to School Districts and Charter 
Schools

 Compliance
 Written Policies and Administrative 

P dProcedures
 Cash Reconciliation
 Agency Funds
 Sanctions for Late Reports Sanctions for Late Reports
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Cash Controls Cash Controls 
Supplement 7Supplement 7

 Collection and Deposit of Funds
 Disbursement of Funds
 Documentation
 Temporary Transfers
 Permanent Transfers
 Internal Controls Internal Controls

o Separation of Duties
o Revenue Cycle Controls
o Expenditure Controls
o Budgetary Controls
o Risk Assessment Tool

 Cash Reconciliation
 Th C h R t A R i d D t The Cash Report – A Required Document
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Public Fund Deposits and Investments  Public Fund Deposits and Investments  
Supplement Supplement 88

• Types of Deposits
• Interest RatesInterest Rates
• Collateral Requirements – The Calculation
• Types of Investments

o State General Fund Investment Pool
o Overnight Investments

• Local Investments Policies and Controls
o Adopted by the Governing Boards

• Risk Assessment Tool 
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Instructional Materials Instructional Materials 
Supplement 9Supplement 9

 All ti d Di b t f IM F d Allocation and Disbursement of IM Funds 
 Budget Development

 Tools Needed for Planning g
 Preparation and Maintenance of IM Funds
 Sample Revenue and Expenditure Budget

 Reporting and Record Keeping Reporting and Record Keeping
Model Policy for Governing Boards and Administration

 Textbooks for Students
 Student Parent Responsibilities Student Parent Responsibilities
 School Responsibilities

 Risk Assessment Tool
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Warehouse/Supply InventoryWarehouse/Supply Inventory
Supplement 10Supplement 10

Warehouse
 Central Receiving Central Receiving
 Just-In-Time Inventories
 Internal Controls for Warehouse

o Written Policies and Procedures
o Separation of Duties

Protection of Assetso Protection of Assets
o Warehouse Management Systems
o Risk Assessment Tool
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Insurance Insurance 
Supplement 11Supplement 11

 New Mexico Public School Insurance Authority
 Risk Programs and Types of Coverage
 Benefits Related Coverage

 Employee Enrollment 

Waivers and Participation RequirementsWaivers and Participation Requirements
 Billings and Payments

 Emphasis on Timely Reporting

 Staff Training
 Comprehensive List of Programs Offered including Instruction on Worker’s 

Compensation, Playground Safety and Fair Labor Standards Act.

 Best Practices to Minimize Risk to Staff and Students
13



Capital Assets Capital Assets 
Supplement 12 Supplement 12 

 GASB 34 Change
 Capital Asset Controls

 Authorization
 Relationship between Receiving and Purchasing
 Tagging the Assets
 Assigned Locationg
 Fund Identity
 Responsibility

 The Accounting System
 Reconciliation to Financial Records
 Construction in Progress (CIP) 
 Donated Assets
 Supply Assets
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Purchasing Purchasing –– Supplement 13Supplement 13

• Local Policies 
o Adopted by Governing Boards
o Driven by New Mexico Procurement Code Requirementso Driven by New Mexico Procurement Code Requirements
o General Controls to Manage Purchasing Activities

• Types of Procurements
o Cooperative Purchasingp g
o Requests for Proposals
o Bid Requirements

• The Procurement  Cycle
o Purchasing
o Receiving
o Payment for Goods or Services

• Ethical Standards• Ethical Standards
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Payroll Payroll 
Supplement 14Supplement 14

• Local Administrative Procedures
o Adopted by Governing Boards

• Payroll Preparation and Reportingy p p g
• Payroll and Human Resource Department’s Roles and 

Responsibilities
• Internal Controls and Best PracticesInternal Controls and Best Practices
• Training and Experience

o Personnel Licensure and Management
o Reporting for Funding Purposes

• Pay Requirements
o Fair Labor Standards
o Salary Schedules
o Contractso Contracts

• Risk Assessment Tool
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Bonds/Capital Projects/Debt Service  Bonds/Capital Projects/Debt Service  
Supplement 16Supplement 16

 General Obligation Bonds
 Constitutional Limits
 Debt Management Plan
 Successful Elections
 The Bond Sale
 Capital Projects Funds and the UCOA
 P j M d A i i l di S l Project Management and Accounting including Sample 

Budget Worksheets and SB-9 Calculation
 Debt Service Fund – Budget Worksheet Debt Service Fund Budget Worksheet
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Student Nutrition     Student Nutrition     
S lS lSupplement 17Supplement 17

 Federal Funding and Accounting
 Revenue Generation
 Cash Controls
 Expenditures

P h i d Bido Purchasing and Bids
o Commodities
o Labor Costso Labor Costs

 Inventories
 Practical Budgeting and Accounting Worksheet including g g g g

Internal Controls and Risk Assessment Tool
18



Student Activity and Student Activity and 
Athl tiAthl ti S l t 18S l t 18Athletics Athletics –– Supplement 18Supplement 18
 Agency Funds and District Funds’ Management
 Implementation of Local Policies and Proceduresp

 Adopted by Governing Boards

 Internal Controls
 Cash Collection Activities Cash Collection Activities
 Application of GASB Standards
 Fund Raising Activities

 Responsibilities of Various Users

 Athletic Funds
 Management of Revenue and Expenditures
 Cash Balances
 Title IX Applicability
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Transportation  Transportation  
Supplement 19Supplement 19

 T t ti R l ti Transportation Regulations
 Budgeting

 Contract Guidelines
 Tools Needed

 Formula Calculation
 Local Administration

 Governing Board Policies and Procedures
 Controlled Substances Testing and Training for Employees

 Eligible Students
 Reporting Timely and Accurately

 Transportation for Charter Schools
 Sample Administrative Handbook Sample Administrative Handbook
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Training and Travel  Training and Travel  
Supplement 20Supplement 20

Training
Required Training and Licensure for School Business 

OfficialsOfficials
Competencies

Succession Planning 
Travel
Written Policies and Procedures
Adopted by Governing BoardsAdopted by Governing Boards

Per Diem and Mileage Act
Sample Travel Requests and p q

Documentation
21



Records Retention and Records Retention and DDisposition isposition 
Supplement 21Supplement 21

 Transition and Succession of Records
 Reprod ction of Records Reproduction of Records
 Storage and Preservation
 Records Life Cycle Records Life Cycle

 Procedures for Records Management
 Filing of Public Records
 Record Keeping and Proper Filing Proceduresp g p g

 Filing Systems
 Electronic Data
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Ti T l d RTi T l d RTips, Tools, and ResourcesTips, Tools, and Resources
A NEW SECTION A NEW SECTION 

 Sample Presentations and Illustrations
 Reports - Mandatory and Optional

 Assist in achieving high levels of communication,
 Exhibit  transparency, p y,
 Assure accountability to various  stakeholders,
 Addresses compliance with state and federal requirements.

 Reports for Governing Boards Reports for Governing Boards
 Sample Forms Useful for Daily Operations
 Risk Assessment Tools for Selected Areas
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A d GlA d GlAcronyms and GlossaryAcronyms and Glossary

A NEW SECTION!

• Includes financial terms that are standard for the 
financial and instructional environmentfinancial and instructional environment.

• Terms have been updated and properly referenced.
• Includes terms that are unique to New Mexico schoolIncludes terms that are unique to New Mexico school 

business.
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Thank youThank youThank you Thank you 
Legislative Education Study Committee  Staffg y ff

Frances Ramirez -Maestas, Director 
Craig Johnson

Public Education Department

Stephen Burrell , Director, School Budget Finance and Analysis Bureau
Pamela Bowker  Deputy DirectorPamela Bowker, Deputy Director

Contractors

Caron B. Snow and Leslie Smith
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