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Manuals
• Audit Manual

• Internal Control and Compliance 
Manual

• E911 Manual

• Confidential Drug Funds Manual

• Internal School Funds Manual

• School Support Organizations 
Procedures Manual

Audit Manual Update
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General Report Outline 
Corrective Action Plan

Clarified the plan is required 
by TCA Section 9-3-407

Requirements:
• In a separate section of  the audit report;

• On the entity’s letterhead;

• Titled “Management’s Corrective Action Plan”;

• Include the reference number of  each audit finding;

• Corrective action taken or planned;

• The anticipated completion date(s) for correction;

• Name(s) of  the contact person(s) responsible for the corrective action;

• Signed by the entity and include all departments (no separate plans for each 
division or department);

• Include comments related to material discrete component units that have 
findings significant to the audit; and 

• If  the auditee disagrees with an audit finding(s), or believes it is not 
required, the plan must include the specific reason for the disagreement.

Schedule of  Changes in Long-Term Debt 
by Individual Issue

• If  a discretely presented component unit submits a separate audited 
financial report, the primary government’s schedule may exclude their 
debt

• Clarified reporting of  contracts (leases)
• If  considered a financed purchase (ownership of  asset is transferred) then 

included on this schedule
• If  considered a GASB Statement No. 87 lease (lease liability recognized) then 

include on a separate lease schedule of  changes

• Interfund notes should be included on this schedule
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Schedule of  Expenditures 
of  Federal Awards and 
State Financial Assistance

Clarified federal and state 
grants are not required to be 
combined into one schedule. 

May be presented as two 
separate schedules. 

https://comptroller.tn.gov/office-functions/la/resources/chart-of-accounts/municipal-chart-of-accounts.html
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Municipal Chart of  Accounts

• Required for fiscal year ending June 30, 2023

• Two ways to complete:
• Municipality completes form and the independent auditor verifies accuracy; or
• Independent auditor completes form

• Completed form will be submitted via CARS by your auditor

• Applicable to all municipalities and all school departments
• Blended component units should be included
• Discrete component units are excluded (unless school department)

Utility Cyber Security Plan

• Utilities should have prepared and implemented a cyber security plan by July 1, 2023

• A copy of  the plan does not need to be submitted to our office

• Auditors are required to verify and report utilities’ compliance with the law beginning with 
June 30, 2023 audit
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Public Works
Employee Benefit Contributions

• Public works are required to be self-supporting

• Employee benefit contributions for public works’ employees should be 
made by the public works fund(s)

• Updated language to include both pension and other post-employment 
benefits (OPEB) 

• Also clarified all related assets, liabilities and deferred flows should be 
reported by the public works fund(s)

New Legislation

• Statute of  limitation for prosecution of  official 
misconduct and destruction of  and tampering 
with governmental records 

• Bid threshold for a city manager-commission 
general law charter

• Public meeting agendas and public comment 
period

• Municipal Energy Authority/Municipal 
Electric Plant purchases

• Various laws related to County officials 
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Tennessee 
Board of  

Utility 
Regulation 
(TBOUR)

New utility oversight board. 
Terminated the Water and Wastewater 
Financing Board and the Utility 
Management Review Board

Natural gas systems are under the 
authority of  TBOUR

Internal School Funds 
Manual Update
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What are Internal School Funds?

• Any and all money received and accounted for at individual 
schools

• Examples: 
• Fees collected by the school
• Student activity funds
• Fundraisers
• School club, class accounts, athletics, etc.

Key Concepts –
Internal School 

Funds 

• Regulatory Basis 
Reporting 

• Consists of  two separate 
funds:
• General Fund
• Restricted Fund
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Overall Changes

• Updated formatting 
• Updated language
• Updated for Tennessee Code 

Annotated (TCA) changes 
• Removed Index
• Added Appendix B, C, and D
• Separate FAQ document

Existing requirements have not drastically changed.
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Charter Schools
• Manual is applicable to charter schools.

• Updated Manual to incorporate relevant state statutes and reporting 
requirements.

Duties and Responsibilities

• Added reporting evidence of  fraud to the Comptroller of  the Treasury 
for all levels of  administration

• Added to board responsibilities:
• Completing and maintaining all school lease agreements, financed 

purchase agreements, long-term contracts, and any other expenditures 
exceeding the bid threshold
• Purchasing and maintaining all capital assets
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New Appendix

Added references throughout the Manual to Appendix B

Inactive Accounts

“An account may be considered inactive if  there has 
been no activity during the preceding 12 months.”
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Inactive Account with Deficit Balance

Options for closing inactive account with deficit balance:
• Principal must request deficit be paid by board of  education’s general-purpose 

school fund; or
• Principal must request director of  schools to approve transfer from general 

fund.

If  an inactive account deficit is eliminated as allowed above, a 
disclosure is required. Disclosure must be within:
• Notes to the Financial Statements; or
• Supplementary Schedule of  Transfers

Sponsor

Clarified sponsor must be a school employee
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Athletics

• Must be in the restricted fund (including elementary)

• Removed “sanctioned”

Internal Controls Update

Updated controls to be consistent throughout the Manual

Combined Debit and Credit Card minimum recommended 
controls to remove repetitiveness
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Electronic Files and Equipment

Resale and Fundraising Activities

• Updated required board policies to include procedures for approving, 
tracking, and monitoring each fundraising event from beginning to end.

• Updated fundraiser authorization requirements to include type of  
fundraising activity (e.g., in-person, crowdfunding, etc.)

• Added example journal entries addressing how to handle any non-cash 
profits generated by a fundraiser
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Crowdfunding

For purposes of this Manual, crowdfunding is the practice of  fundraising via the internet. More than one
vendor should be considered when evaluating potential crowdfunding websites. Items to consider
include available reports to support the fundraiser results and validity of the services offered (i.e., have
other schools used the service with satisfactory results, Better Business Bureau rating, etc.). Additionally,
the board of  education must approve crowdfunding and establish related policies and procedures, as
noted in Required Authorization section above. The number of  crowdfunding vendors and the number 
of  authorized users should be limited.

The use of crowdfunding is discouraged but not prohibited. However, this method of fundraising may
be prohibited by board of education policy. Unless adequate internal controls can be established,
crowdfunding should not be used.

Crowdfunding 
Requirements

1. Time limit

2. Control account

3. Donations are property of  the school

4. Receipt must be issued

5. Online activity should be reviewed by 
bookkeeper

6. Vendor reports
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State Sales Tax

• Updated language to agree to 
current TCA Section 67-6-229

• Removed temporary sales tax period 

Inventory

Inventory should be reconciled with sales 
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Board Allocations

• Local board of  education allocations must be accompanied by an 
approved budget.

• These allocations must supplement, not replace, board obligations and 
must not include items that have been determined to be a board 
responsibility.

Tennessee 
Investment in 

Student 
Achievement 

(TISA)

• Formerly BEP

• Updated to agree to current 
TCA Section 49-3-359
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Uniform Electronic 
Transactions Act (UETA)

TCA Section 47-10-119 requires 
local governments using an 

electronic business system that 
provides for the sending / receiving 
of  electronic records that contain 

electronic signatures and/or 
authorizations file a pre-

implementation statement and a 
post-implementation review. 

Uniform 
Electronic 
Transactions 
Act 
(UETA) 

These statements and reviews should be
submitted to the Comptroller of the Treasury,
Division of Local Government Audit, at
LGA.web@cot.tn.gov.

Director of  Schools: 
Responsible for filing all statements and reviews 
for system-wide applications required by UETA.

Principal:
Responsible for filing all statements and reviews 
for school-wide applications required by UETA.
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Electronic Collections
TCA Section 47-10-119 requires all electronic collection 
methods be filed in advance with the Comptroller of  the 
Treasury, Division of  Local Government Audit. More than 
one vendor should be considered when evaluating potential 
electronic collection methods. Additionally, the board of  
education must approve the electronic collection method 
and establish related policies and procedures. The number of  
electronic collection methods and the number of  people 
authorized to use them should be limited.

The use of  electronic collection applications is discouraged 
but not prohibited. However, this method of  receipting may 
be prohibited by board of  education policy. Unless adequate 
internal controls can be established, electronic collection 
methods should not be used. 

Electronic Collection 
Requirements

1. Supporting documentation
• Listing of  individual transactions
• Total daily receipt summary

2. Receipt must be issued

3. Detail for voided receipts

4. Daily reconciliation
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Processing Fees

• Processing fees may be assessed by the electronic collection 
vendor

• TCA Section 9-1-108 allows the school to set and collect a processing 
fee equal to the amount paid to the vendor

• This processing fee may be waived by approval of  the board of  
education

Refunds

Increased threshold from $2 to $10
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Travel Advances

No longer allowed.

Should be on a reimbursement basis.

Added references to applicable banking laws

Banking
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General Report 
Outline

1. Table of  Contents

2. Roster of  Officials

3. Independent Auditor’s Report

4. Combined Financial Statements

5. Individual School Financial Statements

6. Notes to the Financial Statements

7. Supplementary Information

8. Internal Control and Compliance Report

9. Schedule of  Findings (if  applicable)

10. Schedule of  Prior Year Findings

11. Management’s Corrective Action Plan (if  
applicable)

General Report Outline
Individual School Financial Statements now 
before Notes (part of  financial statements 

instead of  supplementary information)
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Fund 
Balance
• Entire fund balance 

should be classified as 
restricted fund balance

• All internal school fund 
activity is restricted by 
TCA Section 49-2-110

Notes to the 
Financial 
Statements

Significant updates made to the 
following disclosures:

• Reporting Entity
• Fund Balance
• Leases
• Accounts Payable (new)
• Transfers (new)
• Risk Management (new)
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Schedule of  Expenditures of  Federal Awards 
and State Financial Assistance

Schedule of  Salary Supplements

• Clarified information required to be included on supplementary schedule:
• Include employee name, amount, and source of funds for each salary supplement.
• Document if each salary supplement was board approved and had proper withholdings.

• Added a $500 threshold for supplementary schedule. If threshold is used, this should
be disclosed.

• If no salary supplements were paid from internal school funds, that fact should be
disclosed.
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Selected TCA References

Sections 5-8-201 and 6-56-110 – Bank contracting requirements

Section 9-1-108 – Credit card processing fees

Section 9-2-102 – Closing of  books

Section 9-18-102 – Internal controls

Sections 10-7-404 and 10-7-702 – Record retention schedules

Section 47-10-119 – Uniform Electronic Transactions Act (UETA)

Section 49-3-313 – School lunch program

Section 49-13-127 – Public charter school audit requirements

Appendix A – Example Forms

• Added:
• Inventory Analysis Report
• Journal Entries for Non-cash Activity

• Removed: 
• Vending Collections Analysis Report
• Prenumbered Receipt
• Daily Collection Report
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New Appendix

Principles-Based Approach to 
Board of  Education Obligations

These principles should be used to determine whether purchases from the
general fund merely supplement, not replace, funds necessary for the local
board of education to fulfill its obligation to provide an instructional
program, property, equipment, and salaries. Each individual scenario
needs to be evaluated using a blend of integrity, common sense, and
a close reading of the Manual, board of education policies, and
fund budgets.
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Overarching General Rules
1. The general fund should not be used to replace board of education

obligations as stated in the Manual.

2. The student activity funds should not be used to replace board of education
obligations as stated in the Manual.

3. A large general fund balance does not allow the school to spend money to
replace board of education obligations.

4. The board of education cannot make policies that violate the “supplement,
not replace” requirements of state statutes and the Manual.

Supplement 
vs. 

Replace 
Principles

Use when evaluating each scenario:

 Does the Manual provide guidance about the expenditure?  

 Does the purchase attempt to circumvent the board of  
education purchasing procedures? 

 Is the school attempting to spend money because a large 
fund balance has accumulated in the general fund? 

 Are these types of  expenditures included in the board of  
education fund budgets? 
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Supplement 
vs. 

Replace 
Principles

Use when evaluating each scenario:

 Does the board of  education have any policies related to 
these expenditures? 

 Does the project require bids? 

 Does the project require a long-term commitment (such as 
a five-year lease)? 

 Is the purchase amount material to the amount the board 
is obligated to spend at the individual school level (i.e., 
through the budget process)? 

 Is this a one-time expenditure or a recurring expenditure? 

Example Scenario A
Can the school pay for new cafeteria tables?

Assumptions:
• Board of education’s responsibility to provide cafeteria furniture
• Included in Board’s budget? – No
• Board policies? – No
• Rare occurrence
• Replacing only a portion of the cafeteria furniture
• Require bids? – No
• Require a long-term contract? – No

Conclusion:
This is not replacing a board of education obligation.
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Example Scenario B

Can the school pay for new cafeteria tables?

Assumptions:
• Board of education’s responsibility to provide cafeteria furniture
• Included in Board’s budget? – No
• Board policies? – No
• Rare occurrence
• Purchase involves all or a significant portion of the cafeteria furniture
• Require bids? – Yes

Conclusion:
This is replacing a board of education obligation.

New Appendix
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Allowable and Unallowable Expenditures

• Guideline and not an all-inclusive list of  expenditures considered allowable and 
unallowable for the internal school funds. 

• All expenditures must be reasonable in nature and completed in accordance with the 
procedures set forth in the Manual. 

• This includes adequate supporting documentation. 

New Appendix
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Definitions
• Replaces the Index
• Intended to help clarify certain terms and concepts discussed within the Manual
• Majority of  terms are hyperlinked to the most relevant section within the Manual

Frequently 
Asked 

Questions

• Separate document which will be 
updated more frequently than the
Manual.

61

62



10/10/2023

32

Sue Ann Odom, CMFO
Sue.Odom@cot.tn.gov
615.401.7738

Sara Pope, CPA, CGFM, CMFO
Sara.Pope@cot.tn.gov
615.401.3051

Contract Audit Review Specialists
Division of  Local Government Audit

Contact Information
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