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Chapter One - Overview 
 What are associated Associated Student Body (ASBs)? 

 Why are ASBs an issue? 

 Where are the main problem areas? 

 Staying out of trouble 

 

ASBs are formed for the sole benefit of the students. All students 

must be enrolled in the school district of  

residence to be a member of the student body. Any group of students 

may organize “with the approval and subject to the control and  

regulations of the governing board of the school district” (Education 

Code Section 48930).  

 

The purpose of the ASB is to benefit the students as long as these 

benefits do not conflict with the authority and responsibility of school 

officials. 

 

There are two types of ASBs: unorganized and organized. Generally 

accepted accounting principles and adequate internal  

controls are requisites of both. Regulations, budgets, income control, 

disbursements, internal control, and other accounting issues are  

provided in the subsequent chapters of this manual.  

 

An unorganized ASB is typically found in elementary schools at the 

K-6 grade levels and is not governed by the students (Education Code 

Section 48934). Unorganized ASBs are also allowed in continuation 

high schools and schools or classes for adults and regional  

occupational centers or programs. The governing board may appoint 

an employee or official to act as trustee for ASB funds and to receive 

said funds in accordance with procedures established by the board.  

 

The board appointed “trustee for the ASB,” generally the school site 

principal or administrator, has authority over the  

organization and activities of the unorganized ASB. This  

person has responsibility for ensuring student body funds are:  

 Deposited in a timely manner to a bank and/or a savings and loan 

association approved by the board; 

 Expended subject to procedure as may be established by the 

board; and 

 All documents are properly authorized (signed by trustee); e.g. 

signed requisitions, transfers, fundraising activity forms, budget 

and financial reports. 

 

Unorganized 
ASBs 

What, When 
and How 
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Why Are 
ASBs an  
Issue? 

Activity and 
Trust  
Accounts 

An organized ASB is typically found at junior and senior high 

schools. Any group of students may organize an ASB within the 

school “with the approval and subject to the control and regulations of 

the governing board of the school district” (Education Code Section 

48930). Any such organization shall have as its purpose the conduct 

of activities on behalf of the students  

approved by the school authorities and not in conflict with the  

authority and responsibility of the school officers. 

 

The ASB shall adopt a constitution (Figure 2.1), which states the 

name and purpose of the organization, and presents the framework 

within which it will operate. The student council or cabinet, as  

composed and designed by the student body constitution, is  

responsible for approval of expenditures and, with the prior  

approval of the student council, authorization of fundraising activities. 

Further information about establishing a constitution can be found in 

Chapter 2. 

 

Within the ASB are activity accounts as well as trust accounts.  

Activity accounts are for the activities of the general student body. 

The balances of these accounts are closed out at the end of the year. 

Trust accounts are monies held by the ASB as trustee and are,  

therefore, liability accounts (accounts of which the balance is carried 

over into the next year). These accounts are categorized into three 

main groups.  See page 2.4 for additional information. 

 

The class or club accounts are subject to the same standard  

procedures for cash receipting and cash disbursement covered in this 

manual for the activity accounts and must be handled through the  

ASB accountant. Proper records must be maintained and minutes 

showing the approval for all transactions must be kept. 

 

 The oversight and responsibility for ASB finances is  

decentralized, with many new individuals at different levels 

(principals, teachers, clerks, and district office personnel) who 

may not be trained in accounting. 

 Many cash transactions occur without proper procedures and  

internal controls set up for the handling of cash. 

 Typically auditors find more exceptions in accounting for ASB 

funds than any other audit area. These audit findings and  

exceptions indicate that often there is not enough attention paid to 

ASB finances in California schools and many irregularities exist. 

 Fraud is increasing, indicating the need for better control of  

finances. 

 The public, the school board and top-level administrators are  

becoming increasingly aware of the volume, diversity, and  

Organized 
ASBs 
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What Are the 
Main Problem 
Areas? 

potential problems in the area of ASB finance.  

 

 Outdated, unclear or nonexistent board policies covering student 

organizations. 

 Lack of knowledge of regulations and good business practices by 

some of the leaders of ASB organizations. 

 Lack of training in ASB procedures and accounting practices of 

teachers, clerks, and other people involved with student  

organizations. 

 Expenditures made without approval and for purposes other than 

the benefit of the student members. 

 Fundraising events held without proper procedures to account for 

merchandise and cash. 

 Missing monies and merchandise from district-maintained  

vending machines due to lack of control. 

 Misuse of funds by advisors, principals, and club sponsors. 

 

 Work with the school district administration to update or develop 

board policy that will aid and protect the student organization. 

 Know the applicable laws and Education Code sections that relate 

to student organizations. 

 Ensure that all staff members are trained and familiar with  

regulations and codes. 

 Understand the regulations and purpose of student organizations 

described in the following chapters. 

 Ensure that proper internal controls are in place and being  

followed. 

 Ensure all approvals are in place before the expenditures are 

made. 

 Pay close attention to expenditures that may be inappropriate. 

 Control fundraising activities and use revenue potential forms. 

 Control district-maintained vending machines by tracking  

merchandise and cash. 

 Maintain all records in a well organized binder (Figure 7.7) 

 Discuss new activities with peers and administrators. Think about 

the reaction of the community and parents to the activity. 

 

How To Stay 
Out Of  
Trouble 
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Chapter Two - Understanding 
Student Body Funds 
Chapter 
Summary 

Constitution 

 What is the purpose of an ASB? 

 What are the principles of an ASB? 

 What is in an ASB constitution? 

 How is an ASB approved? 

 What should be in ASB minutes? 

 How are clubs formed? 

 Who is responsible for the ASB? 

Purpose 
No “sunshine clubs” 
 

Not for: 

 PTA, Booster activities 

 Library fines or other 

District activity 

 Benefit of one student or 

a small group of students 

Education Code Section 48930 states that, An ASB “shall have as its 

purpose the conduct of activities on behalf of the students  

approved by the school authorities and not in conflict with the 

authority and responsibility of the public school officials.” 
 

The basic purpose of raising and expending money by a student body 

is to promote the general welfare, morale, and educational  

experiences of the student body. 

 

 Funds should be used for activities over and above those provided 

by the district, and approved by the governing board appointed 

“trustee” on behalf of the students. 

 Fundraising should not conflict with the ideals of the educational 

program and are to be approved by the student council. 

 Large reserves of funds are discouraged. Funds should be spent 

for the benefit of the students currently enrolled. Exceptions to 

this would be a long-range project that must be documented. 

 Funds must be managed according to good business practices that 

include proper internal controls. 

 Competition with local businesses and school food service must 

be kept to a minimum. 

 The school principal is responsible for the proper conduct of the 

ASB‟s activities. 

Principles 

Each ASB must have a constitution adopted by the students of the 

school.  (Figure 2.1)  The constitution must  

contain: 

 The name and purpose of the organization 

 Framework within which organization will operate 

 Information concerning the membership of the student council 
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 Method of electing officers, the title and duties of the officers, and 

requirements for eligibility must be clearly stated 

 The scope of proposed activities 

 Frequency of meetings and definition of quorum 

 Rules for expending funds and conducting fundraising activities 

 Rules for clubs, including approval of the club‟s existence as well 

as approval of expenditures and fundraising activities 

 Method for amending the constitution and rules for adopting 

amendments 

 Upon approval, an employee of the school district must be  

appointed to act as supervisor of the activities of the ASB. 
 

It is not necessary to update the constitution annually, only when  

policies and/or laws change. 

Approval 

All student body  

organizations must have 

the approval of the  

governing board of the 

district for establishment 

and operation. 

 

The student body  

organization must be 

composed entirely of  

students attending the 

school of the district. 

California Education Code sections 48930 and 48931 authorize a 

school district‟s governing board to establish regulations for student 

body activities. The governing board is the controlling authority for 

all ASB funds.  

 

Although the fund does not generate tax revenues on an income basis, 

it is still subject to the tax-exempt status of the total school district. In 

assuming the authority given by the Education Code, a school district 

governing board must adopt regulations that govern (1) the  

establishment of an ASB; (2) the supervision of the ASB‟s activities; 

and (3) the operation and management of the ASB‟s  

finances. 

District Governing Board 

Authorizes establishment 

of ASB 

Delegates responsibility for  

fiscal and general  

operations to the  

superintendent, principal, 

accounting director, etc.  

Responsibilities of the District Governing Board: 
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Minutes 
Each club must  

record and approve its 

own minutes of each 

meeting. 

An organized ASB is required to keep minutes of each meeting. 

(Figure 2.2) The minutes should include details of all proceedings, 

including:  

 Approving all disbursements prior to release of funds 

 Approving all fund-raisers 

 Approving budgets and financial records 

 

Each motion must be reported in the minutes, which report the  

following:  

 The motion must be stated 

 The person who made and the person who seconded must be 

named 

 The results of the voting must be given 

Student Council 

Adopts constitution 

on governance and 

operations 

Approve club(s) 

prior to formation 

Record minutes 

of all meetings 

and maintain as  

permanent  

record 

All expenditures and  

fundraising must be approved 

in advance by the student 

council and recorded in the 

minutes 

Submit copy to ASB  

accountant for fundraisers  

and expenditures 

Items to include in Board Policy: 

 Designation of responsibilities of employees. 

 Detailed guidelines for acceptable/unacceptable expenditures. 

 Statement that expenditures are to be for non-instructional  

purposes only. 

 Procedures for equipment purchase and donation. 

 Procedures for approval of contracts and prohibiting multi-year 

contracts.  

 Reference to a manual regarding detailed accounting policies and 

procedures to be followed.  See Appendix D. 

 See Appendix C for Board Policies. 

Responsibilities of the ASB: 
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It is the responsibility of the ASB accountant to have the minutes  

authorizing the processing of a purchase order, transfer of funds, or 

any other fiscally related transaction before proceeding with any  

action. 

Minutes for all meetings (including clubs) should include: 

 Who met (what group) 

 When (the date and time of the meeting) 

 Where (where the meeting was held-classroom #, school, etc.) 

 Who was there (listing of all attendees) 

 What happened (synopsis of discussions and decisions) 

 Who recorded the minutes (name of the person recording this  

information) 

 

Minutes are considered permanent records; therefore, they must be 

retained indefinitely. 

 

As stated on page 1.2, trust accounts are categorized into three main 

groups. 

 

Scholarship Accounts 

These are scholarship grants, which may be accepted by the student 

council with the approval of the district governing board or its  

delegate. The acceptance should be in writing and include all  

conditions prescribed by the donor for the administration of the  

scholarship and disposition of any balance remaining at the close of 

the period for which the scholarship was established. Separate bank 

accounts may be set up for these accounts.  

 

Class Accounts 

Separate accounts for classes can be established. Classes are allowed 

to raise funds and expend funds within the general guidelines of the  

ASB. 
 

Club Accounts 

Clubs are similar to ASBs, in that they must be composed entirely of 

students enrolled in the district. All clubs must have the approval of 

the student council. The club should follow the regulations stated in 

the ASB constitution for application to obtain permission to form a 

club. Each club‟s charter or constitution must contain a description of 

the title, powers and duties of the club‟s officers and the method for 

their election; the extent of the club‟s proposed activities; and the 

name of the proposed club. 

 

Trust  
Accounts 
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Roles and  
Responsibilities 

1. District‟s Governing Board: Responsible for adoption of rules, 

regulations, and policies for supervision and control. The Board 

delegates responsibility of financial control to the Superintendent 

or designee. 
 

2. Superintendent: Ensures that board policies are implemented and 

provides general leadership. 
 

3. Assistant Superintendent, Business Services: Oversees all ASB  

 financial matters, implements board policy and coordinates annual 

audit of ASB. 
 

4. Accounting Director: General supervisor of the ASB activities 

and reviews the financial structure and control. Develops and  

reviews accounting procedures. 
 

5. Principal: Responsible for the direct oversight of the ASB,  

 approval of student activities and management of ASB funds.  
 

6. Assistant Principal: Responsible for management and supervision 

of ASB Advisor and ASB Accountant. 

To establish a club: 

1. Complete Club Charter form and submit two copies to the ASB. 

(Figure 2.3) 

2. The ASB votes to approve the club. The vote is noted in the 

minutes, and a student representative of the ASB signs the form. 

3. Forward the form to the principal or designee for approval. 

4. One copy of the approved form is returned to the club; the other is 

sent to the ASB accountant for the club‟s file. 
 

A club should have a purpose and hold regular meetings. They should 

not exist just to account for funds separately from the general ASB 

activity accounts. 
 

An employee of the school district must be appointed (or selected by 

the students forming the club) to act as supervisor or advisor of the 

club. Clubs operate under the same regulations as the ASB. 
 

The club account continues each year. If a club account becomes  

inactive, the funds remaining in the account are transferred to the  

ASB general fund or another designated ASB club account. The  

student council of the ASB should vote on the transfer of funds and 

include the transfer in the minutes.  
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7. ASB Advisor: Prepares budget, acts as advisor to the students in 

the management of funds, and ensures minutes are maintained for 

all financial matters of the ASB, including clubs. 

 

8. ASB Accountant: Responsible for maintaining ASB accounting 

system. Prepares and maintains financial records, monthly reports, 

and bank reconciliation. Ensures proper documentation is  

submitted for cash receipts and disbursements.  

 

9. School Secretary: Responsible for double checking cash  

 collections, issuing receipts and bank deposits as requested. 

 

10. Student Council: Responsible for adoption of budget, approval of 

expenditures and authorizing fundraisers, recording of minutes for 

all financial matters. Establishment and closure of club and trust 

accounts. 

 

 

 Minutes are not prepared and/or available for review 

 Minutes do not document: 

– Fundraisers approved 

– Expenditures approved 

 Club charters/constitutions not obtained 

 Budget not prepared or approval not documented in meeting 

minutes 

Common  
Audit  
Findings 
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Figure 2.1: Sample ASB Constitution 
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Figure 2.2: Student Body Meeting Minutes, page 1 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Chapter Two 
 

13 

Figure 2.2: Student Body Meeting Minutes, page 2 
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Figure 2.2: Student Body Meeting Minutes, page 3 
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Figure 2.3: Club Charter 

Name of Club:  Date Submitted:  

Club Advisor:  Approximate # of members:  

Name of student(s) seeking charter:  

 

Purpose of Club:  

 

 

Regular meeting time and place:  

How will officers be chosen?  

 

Proposed activities and projects:  

 

 

 

Will dues be collected?   If yes, what will be the approximate amount?  

How will dues and money raised be used?  

 

 

   

Approved by:   

 ASB Representative Date 

   

   

 Assistant Principal Date 

   

   

 Principal Date 
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Figure 2.4: Specific Roles and Responsibilities 

 
Student  

Organization 
ASB Accountant ASB Advisor 

Principal/

Assistant  

Principals 

Governing Board 

(District Office) 

 Student officers 

shall receive  

copies of   

financial reports 

from the ASB  

accountant and  

submit them to the  

student council/

club. 

Responsible for 

keeping financial 

records, including 

tax reports, in a 

secured location. 

Prepares the  

following monthly 

reports: trial  

balance, balance 

sheet and income 

statement.  

Prepares annual 

auditor reports 

and other reports 

as needed. 

Reviews monthly 

financial reports 

and is responsible 

for the day-to-day 

operations of the 

student body  

organization. 

Responsible for 

the fiscal solvency 

of the ASB. Must 

ensure that ASB 

financial activities 

conform to estab-

lished state and 

district policies 

and  

procedures. 

  

 Student Council 

shall approve all 

opened and closed 

bank accounts.  

Prepares all bank 

reconciliations in 

a timely manner. 

 Signor on bank 

accounts. Shall 

review bank  

reconciliations. 

 Reviews bank  

reconciliations 

and traces 

amounts to bank 

statements and 

general ledger 

printout. 

 Discuss plans for 

the current year. 

Shall review and 

approve budget. 

Approve and  

include individual 

club budgets in 

the general  

budget. Adopt 

preliminary  

budget by June 1. 

Adopt fiscal  

budget by  

October 1. 

 

Contacts activity 

advisors for  

budget requests. 

Submits revisions 

for ASB Council 

and Club  

approval. Enter 

budget and budget 

transfers into  

accounting  

system. 

  Approves general 

ASB and club 

budgets prior to 

submission to 

District Office. 

Adopts  

preliminary  

budget by July 1. 

Approves adopted 

budget by  

November 1. 
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Student  

Organization 
ASB Accountant ASB Advisor 

Principal/  

Assistant  

Principal 

Governing Board 

(District Office) 

 Under guidance of 

advisor, prepares for 

planning purposes 

for all fundraisers. 

After event,  

compares potential 

(plan) to actual  

results. Results 

should be used for 

planning in the next 

year. 

Maintains revenue 

potential forms for 

all major  

fundraising events. 

Ensures revenue 

potentials are  

prepared for all 

major fundraising 

events and are  

submitted with 

budget adoption and 

revisions. After 

event, compares  

potential (plan) to 

actual results. Any 

large differences 

should be   

investigated and 

explained. Results 

should be used for 

planning in the next 

year. 

Responsible for 

ensuring advisors, 

clubs, and general 

student body  

organization 

prepare revenue 

potentials for all 

major fundraisers. 

  

 Student treasurer 

may be required to 

verify all revenues 

generated. 

Supervises and/or 

prepares and takes 

deposits to the bank. 

Informs Principal or 

designee and/or club 

advisors of any  

irregularities and 

establishes any 

needed controls. 

Informs District 

Office designee. 

Verifies  

individual club and 

ASB sales deposits.  

Irregularities should 

be reported to  

Principal or  

designee.  

Investigates and 

determines if  

internal audit needs 

to be involved. 

Ensures  

irregularities are 

investigated. 

Establishes  

regulations and 

procedures for  

internal controls for 

cash receipts. 

 All fundraising  

activities shall be 

reported and  

approved by the 

student  

organization prior to  

implementation. 

Revenue potential 

shall be prepared as 

part of the  

approval. 

Verifies that  

proper  

documentation is 

submitted to  

verify monies  

received. Collection 

may be verified 

through recap of 

master receipts, 

report of ticket 

sales, class roster 

with receipt amount 

and other auditable 

records . Maintains 

master receipt book 

and ticket control 

log. 

Ensures cash  

receipts and ticket  

controls are used for 

all fundraisers and 

monies collected. 

Ensures master  

control logs,  

tickets, receipt 

books, and monies 

are kept in secure 

locked safe. 

Establishes  

procedures and 

internal controls to 

ensure that  

student funds are 

deposited intact. 

 Ratifies purchase 

order listing and 

records in minutes. 

Prepares purchase 

orders for student 

council approval. 

Reviews and  

approves (signs) 

purchase orders for 

compliance and 

appropriate use. 

Reviews and  

approves (signs) 

purchase orders for 

compliance and  

appropriateness. 

Establishes  

procedure for  

procurement of 

goods and  

services. 
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Student  

Organization 
ASB Accountant ASB Advisor 

Principal/

Assistant  

Principal 

Governing Board 

(District Office) 

 All expenditures 

shall be approved by 

the student officers 

and recorded in their 

official minutes. 

Proper  

documentation shall 

be used to initiate 

and record all  

expenditures and the 

student officer‟s 

signature shall be 

applied to such  

documentation. 

Verifies that  

proper  

documentation is 

submitted to  

verify disbursement  

requested. All  

requests for  

disbursement must 

be supported by 

P.O. and invoices 

(or other acceptable  

documentation) 

bearing signatures 

that, in effect, are 

certifying that:  

(a) merchandise/

services has been 

received; (b) prices, 

extensions, and 

totals are  

accurate;  

(c) approves the  

invoice for payment. 

Ensure proper  

purchasing  

procedures are being 

followed for all 

ASB purchases. 

Must review all 

expenditure  

requests. Ensures 

student council has 

reviewed and  

approved  

expenditures before 

payments are made. 

Must review and 

approve all  

expenditure  

requests. Ensures 

established policies 

and procedures are 

followed. 

Establishes  

procedures and 

internal controls to 

ensure expenditures 

are appropriate for 

Student Body funds. 

   Verifies that trust 

account or ASB 

budget balance is 

sufficient to cover 

expenditure  

requested. Issues 

check after Advisor, 

Principal, and  

Student  

representative  

approve  

expenditure. 

Monitors ASB  

expenditures to 

verify compliance 

with state and  

District policies and 

regulations. 

Reviews  

expenditures for 

compliance, signs 

ASB checks. 

The Assistant  

Superintendent of 

Business Services 

and Director of 

Accounting can sign 

as second party on 

checks. 

 Reviews reports, 

general ledger, and 

financial statements  

provided by ASB 

accountant. 

Posts daily financial 

transactions in a 

timely manner. 

Maintains backups 

and keeps hard  

copies of all  

transactions. 

Reviews and  

monitors general 

ledger and financial 

statements. Inquiry 

of any unexpected 

balances reported.  

Reviews and  

monitors general 

ledger and financial 

statements. Inquiry 

of any unexpected 

balances reported.  

Ensures financial 

reports are prepared 

routinely and moni-

tored. 

May review/approve 

ASB financial  

statements monthly, 

quarterly, semi-

annually, or  

annually. 
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Chapter Three - Preparation 
and Control of the Budget 

A preliminary budget shall be prepared in the spring for the upcoming 

year as soon as the new officers are elected. This schedule provides 

an opportunity for the incoming officers to consult with the outgoing 

officers and to review the current budget. The district business office 

generally has a specific “due date” for submission of the budget to 

comply with statutory guidelines for adoption of budgets by the 

school district governing board. The budget includes the items listed 

below as seen in Figure 3.1. Limits should be placed on the amount of 

increase to the ending fund balance that may be accumulated during 

the school year. 
 

A preliminary budget must contain: 

 Beginning balance 

 Detailed estimated sources of income 

 Detailed anticipated expenditures 

Preliminary 
Budget 

The student council  

prepares the preliminary 

budget and distributes it by 

June 1 to the District  

Business Office and  

student clubs. 

Overview 
A budget should be pre-

pared prior to the start of 

the school year by each 

club and general student 

council. 

Planning the financial operation for the school year is called  

budgeting. The budget is a written financial plan of the ASB for a 

specific period of time, expressed in dollars. The student council 

should adopt the budget annually and that should be documented in 

the student council minutes. Each ASB must develop and control 

budgets and prepare monthly financial reports on or before the due 

dates established by the district. 
 

The ASB and advisors monitor the budget throughout the year. The 

budget should be revised periodically, especially after large  

fundraising activities and other events that greatly affect the budget. 

The student council should approve these revisions and that should be 

documented in the meeting minutes. 
 

The dates that the budget will be approved and other processes  

relating to the budget should be stated in the ASB constitution. The 

governing board of the school district may also set guidelines on the 

submission of the budget to the district office or to the school district 

governing board. 
 

The accumulation of large fund balances should be avoided, unless 

the ASB has developed an approved plan to reduce the fund balance 

(as stated in the minutes approved by the student council). It should 

always be the intent to spend the funds on the current students during 

the current school year. 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Preparation and Control of the Budget 
 

20 

 Any anticipated surplus (fund reserves) to be on hand in the  

ensuing school year 

 

Year-end Reserve Guidelines 
 

At the end of the fiscal year, there should not be an excessive amount 

of monies held in reserve in the student body account. An approved 

plan for reserves must be approved by the student council or trustee to 

allow carryover to subsequent years. 

 
1. Establish/review/revise chart of accounts (Figure 3.2). 

2. Review the budget and financial statements for the prior year. 

3. Consider expenses that did not produce the anticipated result; 

events that cost more than revenue. 

4. Decide on what events should be repeated or added in the new 

year. Prepare a fundraising activity plan. 

5. Prepare a revenue potential form for all fundraising events.  

6. Project revenues for those events. 

7. Project expenditures for those events. 

8. Submit school fundraising plans and revenue potential forms with 

the preliminary budget to the district business office for  

submission and approval by the school district governing board. 

Generally this is due June 1st for the next year. 
 

9. Once school begins, review planned activities and revise the  

preliminary budget to reflect known and anticipated changes.  

Prepare a final adopted budget and submit to the district business 

office. Generally this is due by October 1st (current year). 

 

A final or adopted budget must be submitted to the district business 

office in October of the current year. Revisions for changes in 

planned activities must be included in the final budget. After review 

by the business office, the budget becomes the working financial  

document of the ASB. If an expenditure exceeds the amount appropri-

ated for the category, a budget revision must be made. Approval is 

sought by requesting an increase in the  

appropriation, not by requesting approval for the expenditure. 

 

The final adopted budget must: 

 Include revisions to the preliminary budget 

 Reflect more accurate financial information 

 Contain the same details as the preliminary budget 

 Include allowances for possible losses 

Adopted 
Budget 

Steps to  
Prepare the 
Budget 
Prepare a fundraising 

plan and revenue  

potential form(s) and 

submit with the budget. 

Samples of these  

documents are provided 

on the subsequent pages. 
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Students, advisors, administrators, and board members must know 

how the budget compares with what is actually taking place. Periodic 

reports that show the adopted budget, revisions to income and  

expenditures and the actual receipts and disbursements should be  

prepared by a standing committee for the student organization. 

 

Interim budget updates should be submitted to the district governing 

board, district business office, principal, advisor, and the student 

council in accordance with district board policy.  

 

Once the final budget has been approved by the district business  

office, the budget becomes the official working financial document of 

the ASB. Any expenditure that exceeds the budget amount for a budg-

et category must have prior approval of the student council. Revisions 

may be made to authorize additional  

expenditures to the extent that they do not exceed anticipated income. 

Increased appropriations cannot under any circumstance exceed  

anticipated revenue. 

 

The budget must be flexible enough for the organization to  

accomplish its goals. Approval must be obtained from the student 

council before the budget is revised. The district administration and 

governing board must be made aware of any material changes. 

 

Details of income may include: 

 Student Body Fees (Cards) 

 Student Store Sales 

 Athletic Events (Gate Receipts) 

 Publications (Yearbook) 

 Social Activities 

 Vending Machines 

 Donations 

 Interest Earned 

 Other Income 

 

Details of expenditures may include: 

 Student Store Purchases 

 Athletic Events 

 Publications 

 Social Activities 

 Vending Machines 

 Operating Expenses 

 Awards 

 Other Expense 

Budget  
Control 

Budget  
Revisions 
Revised budgets should be 

submitted to the district 

business office at least 

quarterly.  Explanations of 

significant budget revisions 

should be included. 
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 Budget is not prepared or approved by student council 

 No monitoring of actual results against the budget 

 No monitoring of actual results against revenue potentials 

 Lack of supervision over budget preparation 

Common  
Audit  
Findings 
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(A) NET BEGINNING FUND BALANCE  43,510 

 Estimated Income     

 Student Store   80,000   

 ASB Cards   50,000   

 Vending Machines   70,000   

 Yearbooks  130,000   

 Athletic Gate Receipts  140,000   

 Social Activities   50,000   

 Interest     2,000   

 Other     1,000   

         

(B) TOTAL ESTIMATED INCOME  523,000  

  

(C) TOTAL INCOME & BEGINNING FUND BALANCE (A+B) 566,510 

 Estimated Expenditures    

 Student Store 70,000   

 Vending Machines 50,000   

 Yearbooks 120,000   

 Athletics 170,000   

 Social Activities 70,000   

 Awards 30,000   

 Other 10,000   

         

(D) TOTAL ESTIMATED EXPENDITURES  520,000  

         

(E) ESTIMATED ENDING FUND BALANCE (C-D)  46,510  

Figure 3.1 - Sample ASB Adopted Budget 
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Figure 3.2 - Chart of Accounts 

A Chart of Accounts is a systematically arranged listing of accounts that is applicable 
to a specific concern. All account names and numbers, if any, are listed in order. Each 
income and expense account in the Chart of Accounts should be included in the  
budget. The following is a sample Chart of Accounts: 

ASSETS EQUITY 

            

101 Cash in Bank, Checking 320 Fund Balance  

102 Petty Cash       

103 Cash in Bank, Savings INCOME 

105 Change Account       

106 Accounts Receivable 405 Student Body Fees (Cards) 

107 Prepaid Expenditures 410 Student Store Sales 

109 Student Store Inventory 415 Athletic Events (Gate Receipts) 

110 Other Assets 420 Publications (Yearbook) 

111 Fixed Assets (Equipment) 425 Social Activities  

      430 Vending Machines 

LIABILITIES 435 Donations 

      440 Interest Earned  

201 Accounts Payable 490 Other Income  

209 Other Liabilities       

      EXPENSES 

TRUST ACCOUNTS   

      510 Student Store Purchases 

210 Scholarship Accounts 515 Athletic Events  

 2101 LMN Memorial 520 Publications 

 2102 DEF Scholarship 525 Social Activities  

220 Class Accounts 530 Vending Machines 

 22003 Class of „09 535 Operating Expenses  

 22004 Class of „10 540 Awards 

 22005 Class of „11 590 Other Expense 

 22006 Class of „12       

230 Club Accounts       

 23010 XYZ Club       

 23011 ZYX Club       
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Current Assets 
Current assets are available or can be made readily available to meet the cost of  
operations or to pay current liabilities. These accounts encompass the 101 to 110  
accounts. 
 
Fixed Assets 
Fixed assets are assets of a permanent character having continuing value. They are 
categorized as land, buildings, and equipment. An ASB would most likely use the 
Equipment account 111. 
 
Current Liabilities 
Current liabilities are amounts due and payable for goods and services. The amounts 
should be payable within a relatively short period of time, usually for no longer than a 
year. Accounts payable are unpaid balances or invoices that are due and payable in 
account 201. Other liabilities include sales and use tax in account 209. 
 
Trust Accounts 
Trust accounts are sums of money held by the ASB as trustee. These accounts include 
210 Scholarship Accounts, 220 Class Accounts, and 230 Club Accounts. 
 
Equity 
Equity accounts are fund balance (reserve) accounts that show the excess of assets 
over liabilities in account 320. 
 
Income 
ASBs receive income from many sources as can be seen in  
accounts 405-490. 
 
Expenses 
ASBs spend money for many reasons as seen in accounts 510-590.  

Figure 3.2 - Chart of Accounts (continued) 
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This chapter provides an overview of the process of receipting cash 

from various sources, fundraisers, etc. 
 

 Cash receipt books should be used at the ASB and club levels. 

 All forms are pre-numbered and records are maintained. 

 Copies of voided receipts are retained. 

 The activity and the names of the individuals who are issued  

receipt books and sub-receipt books are recorded. 

 Cash turned in is identified with the numbered receipts  

acknowledging initial receipt of the monies. 

 All cash is recorded promptly when received and checks endorsed 

with the bank endorsement stamp. 

 Details as to the number of items receipted and the unit price per 

item are included in the receipt. 

 Sales to individual students for yearbooks and student body cards 

are documented with a receipt. 

 Bank deposits are made daily during large fundraising events and 

weekly at other times. 

 Personal checks are not cashed from student body funds. 

 All money from student fundraising activities is turned in  

promptly and not left in classrooms or offices. 

 Funds collected from district-maintained vending machines are 

accompanied by a report documenting sales and inventory. 

 Commissions from vendor-maintained vending machines are  

collected when due.  

 The cash over/short account should be properly used and the  

controls established by the school district observed. 

 Track cash over/short and follow-up on significant variances. 

Document the reasons for the cash over/short. 

 Receipts should be in triplicate. 

 Daily receipts should be posted to the appropriate ASB account 

and bank deposits reconciled. 

Chapter Four - Fundraising 
and Income Control 

Income  
Procedures 

General 
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The Principal or Assistant Principal may authorize any fundraising  

activity pursuant to Education Code Section 48932. If the activity is 

conducted during school hours, the governing board may approve the 

activity if it does not interfere with the normal conduct of school.  

 

The club, the associated ASB and the principal or designee should 

approve all fundraising activities before the event takes place. A fund-

raiser request form should be completed and a  

revenue potential form must be completed for all fundraisers. 

Fundraising 
Any student that does not 

raise funds for an activity 

cannot be excluded from 

the activity. This is in 

violation of the “Free 

Schools Act” Title IX, 

Section 5 of the Califor-

nia Constitution. 

 All cash received should have adequate backup. This may include: 

 A list of students‟ names with an amount and date received, 

and activity/event. This could be handwritten or a teacher  

roster may be used and should have a total that agrees with the 

total of the cash submitted. (Figure 4.7) 

 A report on ticket sales which would show the first ticket 

number used and the last ticket number used and then the  

multiplication of the number of tickets used by the ticket price 

which should total the cash submitted. (Figure 4.11) 

 Three part receipts – one to the student submitting the cash, 

one to attach to the master receipt and follow the deposit  

backup, and one to keep as the numeric record kept attached in 

the receipt book. (Figure 4.5) 

 Cash registers are required for use at the student store for cash  

 receipting. The cash in the drawer must be reconciled to the sales 

per the internal tape less the beginning change fund. The daily 

sales should be reconciled to changes in inventory. 
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General 
Guidelines 

Fundraising 
Process Flow 

Prepare a revenue potential form and  

request for fundraising activity form 

 Principal, advisor, student representative 

sign and date 

 Prepare at least one month in advance of 

event 

Maintain  

copy for file  

Questionable must be  

submitted  to business office 

for approval 

Internal control  

required documents 

 Footprint for 

the auditors 

Approval/denial sent to 

school 

Student council approves  

fundraising event and notes in 

minutes 

Event scheduled 

Key Points of General Student Body Activities 

 

 The raising of funds must have one specific purpose, to promote 

the general welfare and morale of the students as a whole. 

 Fundraising efforts must not conflict with district operations or 

interfere with the educational program. 

 Fundraising is held for ASB (the students) in general, not for  

specific students or staff members.  The event should permit the 

maximum number of students to attend. 

 Let parents know that “overages” will revert to general ASB. 

 Follow good internal controls, no matter who is raising the  

money. 

 Profits made by activities which are supported by the general  

student body should be considered general ASB revenues, and not 

directed to special interest groups. 

 The student council, advisor and principal or designee should  

approve all fundraising activities before the event. 
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 Students cannot be excluded from activity if they do not raise 

funds for the activity per Title IX, Section 5, California  

Constitution. 
 

Campaign and Charitable Drives by Student Body for Outside 

Agencies 
 

1. Public school boards generally discourage the use of time and  

effort by the schools, ASBs, and students during classroom hours 

for fundraising and charitable drives. 

2. Only those fundraisers and organizations authorized pursuant to 

board policy may conduct such fundraisers during school hours. 

3. All fundraiser requests must be approved by the principal or  

designee. 

4. The following represents the most common procedures employed 

 by public schools for fundraising campaigns: 

 Collections are for a specified purpose and not for general 

student welfare. 

 Collections are confined to a definite period of time not to 

exceed one week.  

 Contributions must be voluntary. Any phase of a  

fundraising campaign that could be embarrassing to pupils 

must be carefully avoided. 

 Campaign plans, procedures, and marketing materials are 

approved in advance by the designated district authority. 
 

Fundraising by Outside Organizations 
 

Booster and parent organization funds and accounts must be  

maintained completely separate from associated student body  

accounts. Tax and financial disclosure laws require nonprofit and  

tax-exempt organizations to account for all funds raised, received, and 

spent by the organization. These organizations must first deposit into 

the organization‟s bank account money raised from fundraisers they 

sponsor on behalf of a specific student club, student body, school, or 

school district, and then write a check payable to the student body, 

student club, school, or district for an amount as mutually agreed in 

advance of the event by the principal or designee, student council, 

ASB advisor, and sponsoring parent group president or treasurer.  
 

Division of Earnings 
 

The division of earnings from events shall be determined by the  

principal or designee, the student council, the ASB advisor, and the 

executive board of the cooperating organization in advance of each 

activity. Any changes will require a written statement of facts and 

must be approved by the principal, sponsoring parent group president 
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Activities  
Often  
Used for 
Fundraising 

or treasurer, the student council, and ASB advisor. This is not  

intended to imply that all proceeds are to be donated to a single group 

or function, but rather to prevent misunderstandings regarding the  

division of earnings. For example, an “All Sports Booster” may  

designate 25% to the football team, 25% to the baseball team, 25% to 

the basketball team, and 25% to the general ASB. 
 

Athletics 
 

The following are approved sources of income from athletics  

provided they are in accord with league agreements and with policies  

and regulations of the district governing board: 
 

 Sale of admissions 

 Television and radio rights 

 Program sales 

 Concessions 
 

Student Body Cards 
 

The student council shall approve the amount to be charged for the 

card and the benefits that the holder of the card shall receive.  

Individual activities shall be made available to all students who do not 

hold cards, but not necessarily at the reduced rate allowed  

cardholders. 
 

Concessions 
 

On-campus sales of merchandise may be conducted by organizations 

or under agreements with outside vendors if both the vendor and the 

sale of such merchandise have the approval of the principal. All food 

sales must comply with all relevant sections of the Health and Safety 

Code and the district‟s wellness policies. The food services director 

must approve all food sales that occur during school hours and on 

school premises. 
 

Publications 
 

The student council and the principal or designee shall approve in  

advance all contracts for school newspapers, yearbooks, and other 

publications. The selling price of student body publications, either by 

separate sale or inclusion in the student body card shall be such that 

the maximum number of students may benefit from the publication.  
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Revenue  
Potential 

 Compares actual to 

estimate 

 Alerts activity director 

the need to revise  

budget 

 Identifies potential 

problems when  

shortages exist 

 Good internal control 

 Helps to verify  

accuracy of account 

balances 

 Prepare for all  

fundraisers. This is a 

major audit exception 

when not prepared. 

The basic purpose of preparing a revenue potential analysis is to  

provide a comparison of the actual gross income and profit to the  

estimated gross income and profit. It is normal to estimate the  

proceeds from fundraisers and build the budget around this projected 

income. This comparison will indicate whether any significant  

shortages or overages exist. 

 

If a significant difference does exist, it should be examined in detail. 

Once the cause is identified, corrective action can be taken, if  

applicable. The corrective action normally means adjusting the budget 

to allow for this difference thus changing the spending plan for the 

year. Or it could be a clue to the misappropriation of funds. This  

procedure is a very good internal control procedure and should be 

performed for all fundraisers, including but not limited to yearbook, 

ASB cards, dances, theater productions,  magazine sales, and athletic 

events. 

 

Most revenue transactions are recorded only when the deposit is made 

to the bank, not when the actual sale is made. Therefore, a complete 

and detailed receipt system must be present to adequately account for 

these revenues. This practice, unfortunately, is very difficult to track. 

It is the basis for many audit exceptions.  If an adequate receipt  

system is maintained and the accounting system is functioning  

Student Store 

 

The district governing board may authorize the operation of student 

stores in middle and high schools, subject to the following conditions: 

 Stores shall be operated as a service to students in supplying them 

with necessary school supplies and items not readily available. 

 Each store shall have a member of the faculty designated as  

sponsor and supervisor. The supervisor is responsible for carrying 

out district board policy and providing opportunities to students 

for leadership, responsibility, and business experience.  

 Student stores shall be operated in such a way as not to interfere 

with the principle of free enterprise and offer a minimum of  

competition to local merchants and school food services. 

 Student stores shall be subject to internal accounting procedures 

established by the district governing board and applicable tax and 

food laws. 

 Student store sales must comply with the district‟s wellness  

 policies. 

 

Class and Miscellaneous Gifts 

 

Class or other student organization gifts must be approved by the  

superintendent or designee prior to its acceptance by the district.  
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Procedures 
for  
Fundraising 

correctly, the revenue potential analysis may assist the auditor. The 

form may provide further evidence as to the fairness of various ac-

count balances and enables the auditor to express an opinion on the 

financial statements. 

 

The revenue potential form can be used for most fundraising activities 

conducted by the ASB. 

 

To complete the form (See Figure 4.2):  

 List the activity, date, advisor, and club 

 Before the activity, complete the „Expected‟ column. This should 

be approved by the student council and submitted to the  

 ASB accountant. 

 After the fundraiser, complete the „Actual‟ column and calculate 

any difference. Investigate and explain why there are differences. 

This should be submitted to the ASB accountant at the time of  

 depositing the final revenue. 

 

The principal or designee should approve all fundraising activities 

before the event (See Figure 4.1 for a sample form). 

 

 Prepare a revenue potential form and request for fundraising  

activity form at least one month in advance of event (most  

fundraisers should be planned, approved, and scheduled as part of 

the budgeting process - see Chapter Three). 

2. If request for fundraising activity comes from a club or group  

other than the ASB, that club or group must approve the request 

and note the approval in the minutes. The advisor of the club or 

group signs and approves the request form. Submit to student 

council for approval. 

3. The student council approves the request for fundraising activity 

and notes the approval in the minutes. The student representative 

signs the form and forwards to the principal for approval. 

4. If request for fundraising activity comes from the ASB, the  

student council approves the request and notes the approval in the 

minutes. The request is signed and approved by the ASB advisor 

and an ASB student representative and forwarded to the principal 

for approval. 

5. The principal signs and approves the request for fundraising  

activity form in accordance with district policy. 

6. Maintain a copy for ASB files. 

7. The ASB, advisor, and principal schedule the event. 
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Cash  
Receipts 

The principal or designee must approve all activities where cash will 

be generated. These activities include ticket sales for athletic and  

social events, student activity (ASB) cards, yearbook sales, food sales 

or other merchandise type sales or donation. Once the principal has 

approved such activity, the activity sponsor is responsible for  

collecting the money and turning it in to the ASB accountant daily. 
 

The activity sponsor should prepare the proper forms in order to 

prove that the cash is in balance with the receipts. A coin and  

currency count form should be used to report the cash. A report of 

ticket sales documents the sales of tickets for activities such as  

athletic games, dances and drama activities. The ASB accountant is 

responsible for depositing the cash collected as verified with the  

activity sponsor. 

 

General 

 

1. ASB accountant issues pre-numbered tickets, three-part receipt 

book, or group collection receipt to seller. The ticket or receipt 

book information is recorded on the control log. A cash box is  

 issued and noted on the control log if necessary. 

2. The seller records each sale and collects the money. The sale is 

recorded by the issuance of a ticket or one copy of a completed 

three-part receipt, or by having the purchaser sign a group  

collection receipt. 

3. If any checks are received, immediately stamp them with the bank 

endorsement stamp and make a notation on the check indicating 

the activity or item paid for. 

4. When all sales are completed, count the monies collected and fill 

out a coin and currency count form. 

5. Complete either a report on ticket sales, a report on three-part  

receipt sales, or the bottom portion of a group collection receipt. 

Reconcile the sales data to the cash receipts. 

6. Return the unsold tickets or receipt book, cash box, monies  

collected, coin and currency count, and report on sales or group 

collection receipt to the ASB accountant immediately. 

7. If the seller turns in the monies collected and backup  

documentation to a teacher or advisor, the teacher or advisor 

should issue each student an individual receipt for the amount 

turned in. The teacher or advisor should then fill out a recap sheet 

for student body fund or trust account deposits and turn it in with 

the monies collected and backup documentation. 

8. The ASB accountant counts the cash box and monies collected to 

verify the seller‟s report. An individual receipt is issued to the 

seller for the amount turned in. Record the individual receipt and 

Cash  
Receipts 
Procedures 
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backup documentation in log. Ensure that checks have a bank  

endorsement stamp and a notation indicating the activity or item 

paid for. 

9. Update the ticket inventory or receipt book control log. Enter the 

deposit information into the ASB accounting system. 

10. Store all cash receipts in the safe and deposit as soon as possible, 

minimally once per week. 

 

Student Store 

 

1. Count starting cash in register/cash box. 

2. Use register to track sales. 

3. At the end of each day, reconcile sales as shown on register to 

cash receipts less starting cash. Turn starting cash and cash  

receipts over to the ASB accountant. 

4. The ASB accountant posts daily receipts to the appropriate  

accounts and reconciles the receipts to deposits. 

5. Reconcile daily sales to changes in inventory. 

6. Count cash box or register to verify seller‟s report. Issue an  

individual receipt to seller for amount turned in. Enter deposit 

information into journal. 

7. Store cash receipts in safe and deposit as soon as possible. 

 

Ticketed Events 

 

Athletic/social events 

 Pre-numbered tickets 

 Class roster/listing 

 Revenue potential form 

 

Ticket control 

 Use pre-numbered tickets for all athletic events and social events. 

 Keep the tickets in a locked and secure place. 

 The person selling the tickets should not have access to the ticket 

stock. 

 Keep a master log in the safe listing by number the tickets issued 

and returned. 

 Account for all tickets sold and unsold at each event. 

 

Ticket inventory should 

be taken on all ticketed 

events 

Report on ticket sales 

should be prepared 

Any money collected 

should be submitted 
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Ticket inventory 

 Each roll of tickets should have its individual log. 

 Enter the color of the roll of tickets. 

 Enter the beginning and ending numbers contained on the roll. 

 Each time the tickets are issued, the date, event, ticket price,  

beginning and ending number and the number of tickets used 

should be recorded on the log. 

 

Report on ticket sales 

 Ticket takers should reconcile sales to tickets sold. 

 The ASB accountant checks the report on ticket sales, recounts 

the cash turned in and updates the ticket master control log for 

tickets as sold and unsold. 

 

District-Maintained Vending Machines 

 

The vending machine control sheet is a specialized revenue potential 

analysis for vending machines. Individuals with access to the ma-

chines have been known to abuse the responsibility given them by 

using the machines as their personal fundraisers. For this reason, it is 

very important to keep track of all activity in the machines. 

 

One person should count the cash, and the inventory counted by  

another person. The cash count should be recorded on a separate form 

and carried forward to the control sheet. Those people making the two 

counts should trade duties on a regular basis. 

 

A separate vending machine control sheet should be used for each 

vending machine operated. Those persons responsible for machines 

that do not produce the anticipated gross profit percentage, or that 

show shortages of cash and/or product, should be required to provide 

an explanation of the discrepancy. 

 

Vendor-Maintained Vending Machines 

 

When an outside vendor handles the vending machines, there should 

be a written contract stating the term of the contract and the  

percentage of profit the ASB will receive. A clause permitting a  

periodic audit of the cash removed and the merchandise used should 

be included. This contract, as all other contracts, should be approved 

and signed by either the principal, assistant principal or the  

superintendent of business  according to district policy. 
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State Law Applicable to Food Sales Anytime and Anywhere 

 

All food sales anytime and anywhere must comply with health and 

food safety laws and the district‟s wellness policies. School district 

insurance policies often set forth conditional coverage, which require 

individuals who prepare and/or serve food hold a valid food handler‟s 

health certificate. Enforcement of the California Retail Food Law 

Section 113700 varies by county. The local county health services or 

the district food services department generally have information about 

how individuals can obtain this certificate.  

 

Food Sales as a Fundraiser on School Premises  

 

Education Code sections 49430 through 49436 set forth regulations 

pertaining to school food nutrition. Existing law requires that the sale 

of all foods on school grounds be approved for compliance with the 

state published nutritional standards by a district person responsible 

for compliance with nutritional standards, e.g., food service director. 

Food and beverages that are part of a school fundraising event may be 

permitted by the school district only if all of the following criteria are 

met: 

1. The items are sold by pupils of the school, and  

2. The sale occurs during a school sponsored event and takes place 

at the location of that event after the end of the school day, and 

3. If on school premises, the sale occurs not later than one-half hour 

before the start of the school day and not sooner than one-half 

hour after the end of the school day, and 

4. Vending machines, student stores, and cafeterias are not used  

earlier than one-half hour after the end of the school day. 

 

Education Code Section 49431 requires state agencies and public 

school food authorities to establish rules to control food sales,  

including those from vending machines, on school premises.  

Education Code Section 48931 states the governing board of a public 

school may permit any pupil organization to sell food on school  

premises but only if such sales: 

 Comply with CCR,5, Sections 15500 and 15501; and 

 Are authorized by the school governing board; and 

 Are approved in advance by the school food authority; and 

 Guarantee all income from such food sales accrues to the benefit 

of the public school food services program and/or the school and/

or the ASB ; and 

 Conform to food safety and tax laws. 

 

Food Sales  
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State and local school food authorities and governing boards may  

impose further restrictions on the sale of and income from all foods 

sold at any time on school premises or during school-connected 

events. Food sales regulations are very restrictive and complex.  

Readers are encouraged to review and become knowledgeable of  

applicable laws.  

 

Alcohol and Controlled Substances 

 

Education Code Section 82580 states, "It is unlawful to offer or sell 

any controlled substance, alcoholic beverage or intoxicant on school 

premises."  

 

Food Sales During School Hours 
 

The sale of food on school premises during school hours is prohibited 

by law if such school is participating in the National School Lunch, 

School Breakfast or Food Distribution programs. However, 5 CCR 

sections 15500 and 15501 allows school boards, under very limited 

circumstances, to permit a student organization to sell during school 

hours under the following conditions: 

1. The food item is one approved by the food services authority and 

the district governing board; and 

2. The food is not prepared on school premises; and 

3. The food is not an item or category sold in the food services  

program at that school that day; and 

4. Food items may not be sold from vending trucks on school 

grounds during the school day; and 

5. A Food Handler's Health Certificate, valid for one year, is  

required for all persons preparing, serving, or selling food for  

student body fundraisers on campus. Certificates are to be kept on 

file in the school office. (California Retail Food Code, Chapter 4, 

Section 113700) 

6. Elementary schools may not sell more than one food item of a 

dessert type of which sales may only occur on four school days 

during the entire school year and after the close of the midday 

lunch. The food item must also meet specific nutritious  

requirements pursuant to Education Code sections 49431 and 

49431.5, which includes low-fat and low-sugar requirements; and 

7. Junior and high schools are permitted to have pupil organizations 

sell during school hours, including the lunch period, provided: 
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 Only one such organization each school day sells no more 

than three types of snack foods, e.g. confections, popcorn, 

nuts, fruit or nutritious drinks; and/or 

 Any one or more student organizations may conduct no 

more than four sales of any food items during a school 

year in each school, but such sales shall be held on the 

same four days for any or all organizations. 

 

Education Code 49431, 49431.2 and 49431.5 address the food and 

beverage standards for all grade levels. ASBs, including clubs, should 

work closely with the district‟s food services department prior to con-

ducting food sales. 

Door-to-Door 
Sales  

Common  
Audit  
Findings 

Vending Machines 

 

Exclusive carbonated beverage vending contracts are not allowed  

unless the board has adopted a policy after public hearing to ensure 

adequate internal controls over the funds are in place, and that any 

funds raised benefit public education. Such contracts must comply 

with the competitive bidding process. Vending machine food sales are 

also restricted by other laws, and certain items are subject to state 

sales tax. 

 

8 CCR Section 11706 provides detailed requirements for students  

under age 16 participating in door-to-door sales. The students must 

work in pairs on the same or opposite side of the street, be within the 

immediate sight or sound of a supervising adult at least once every 

fifteen minutes, and be returned to their respective homes or meeting 

place after each day‟s work. There should be one supervising adult for 

each crew of ten (10) or fewer minors. 

 

 Cash is not recounted 

 Pre-numbered tickets are not used 

 No master ticket log exists to control and account for tickets  

issued and sold 

 Ticket sales are not reconciled to the cash collected 

 Receipt books are not used by clubs or the ASB accountant  

 One person issues and sells tickets at events 

 Revenue potential forms not used or completed accurately 

 No supporting documentation for amounts deposited 

 Student store income is not substantiated 
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Figure 4.1: Request for Fundraising Activities 

School:  Date submitted:  

Requesting organization:  

Person in charge:  

Dates of proposed activity:  

Location of proposed activity:  

Approximate number of students involved:  

Approximate number of supervisors provided:  

Nature of activity: (i.e., candy sale, book fair, etc.):  

 

Purpose of activity: (How will the instructional program for all students be enhanced or the attitudes of  

students, parents, staff, and community be promoted?)  

 

Budget Plan:  (How will funds be solicited and distributed?  What are income projection, cost, and net  

anticipated profit? Complete and attach a Revenue Potential Form. Revise the budget if necessary, 

and forward a copy of revised budget with this form.)  

 

 

Approved by:   

 Advisor Date 

   

 Student Representative- Club (leave blank if ASB fundraiser)  Date 

   

 Student Representative- ASB Date 

   

 Principal Date 
   

District Office use only 

Please submit entire form to Business Office. Approval form will be returned to school. 

Approved by   

 Director of Financial Services Date 
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Figure 4.2: Revenue Potential Form 
School site:   

  

Advisor:  Fiscal year:  

 

Event:  Event date:  

 
    Expected Actual Difference Reason for difference 
 Quantity Unit price      

Revenue        

Sales - expected   A     

Sales - actual   B     

Advertising   C     

Donations   D     

Other   E     

Total revenue:   F     

        

Losses        

Given away        

Lost        

Stolen        

Damaged/returned        

On hand        

Total losses:   G     

        

Net revenue (F-G):       

        

Expenses:        

Product- expected        

Product- actual        

Freight        

Tax        

Photos        

Advertising        

Prizes        

Other:         

Total expenses:        

        

Net profit:        

        
 
 

Signature of Principal 
 
   
Date approved Date appears in minutes  
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Figure 4.3: Sample Cash Receipts Process Flow 

Sub-receipts Master Receipts 

 

# 473 
 
Yearbook 

 

# 390 
 
Student Body 
Fees 

 

# 221 
 
Class of 2004 

= 

= 

= 

# 101 
 

Yearbook $80.00 
 

Sub-receipts  473-476 
 

Account 302 

# 103 
 

Student   
Body Fees $30.00 
 

Sub-receipts  390-392 
 

Account 301 

# 103 
 

Class of 2004 $1,050.00 
 

Sub-receipts  473-476 
 

Account 201.1 

Register Receipts 

X.XX 
XXX.XX 

X.XX 
X.XX 

XX.XX 
XX.XX 

X.XX 
X.XX 
X.XX 

XX.XX 
 XX.XX 

1.160.00 

Run two tape register  
receipts.  

Cash Receipts Journal Entries 

September 

   Debit Credit 

Date Received from/  
Description 

Rec. 
No. 

Cash 301 302 303 304 305 Other Acct. 
No. 

Bank  
Deposit 

9/2 Lee White/  
Yearbook 

101 80.00  80.00       

9/2 Joe Brown/  
ASB Cards 

102 30.00 30.00        

9/2 Mary Black/  
Class 2004 

103 1,050.00      1,050.00 110  

 Total  1,160.00 30.00 80.00    1,050.00  1,160.00 
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Figure 4.4: Coin and Currency Count 
Counted by:   Date:  

    

Counted by:    Date:  

      

     Amount  

Loose coin       

 Pennies  x 0.01 =   

 Nickels  x 0.05 =   

 Dimes  x 0.10 =   

 Quarters  x 0.25 =   

 Half-Dollars  x 0.50 =   

Rolled coin       

 Pennies  x 0.50 =   

 Nickels  x 2.00 =   

 Dimes  x 5.00 =   

 Quarters  x 10.00 =   

 Total coin:   

Currency        

 Ones  x 1.00 =   

 Fives  x 5.00 =   

 Tens  x 10.00 =   

 Twenties  x 20.00 =   

 Fifties  x 50.00 =   

 Hundreds  x 100.00 =   

    

 Total currency:   

 Total checks:   

Grand total:   

 

  

Verified by ASB Bookkeeper:   
 
 

Signature  Date 
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Figure 4.5: Report on Three-Part Receipt Sales 

Event:  Event Date:  

Seller:  Today‟s Date:  

    

Receipt Book Information  Cash Count 

    Starting Cash Cash Receipts 

Receipt book ID:     #  $ #  $ 

A  # of first receipt:   Bills        

B  # of last receipt:   100.00 x  =   =  

C # items sold:   50.00 x  =   =  

D Price item:   20.00 x  =   =  

 Total sales (CxD):   10.00 x  =   =  

    5.00 x  =   =  

Receipt book ID:   1.00 x  =   =  

A  # of first receipt:   Coins        

B  # of last receipt:   1.00 x  =   =  

C # items sold:   0.50 x  =   =  

D Price item:   0.25 x  =   =  

 Total sales (CxD):   0.10 x       

    0.05 x  =   =  

Receipt book ID:   0.01 x  =   =  

A  # of first receipt:           

B  # of last receipt:   Subtotals: A   B  

C # items sold:           

D Price item:   Total checks received: C  

 Total sales (CxD):          

    Total deposit (B-A+C):   

Total of all sales:      
      

      

If total of all receipts does not match the amount to deposit, please explain:   

 

 

 

Counted by:  Date:  

Verified by:  Date:  
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Figure 4.6: Individual Receipt 
 

Individual Receipt 

Date  

Received from  $  

The sum of  Dollars 

For  

 

 

Signed  
Erasures or alterations  
render this receipt void School or Department  
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Figure 4.7: Group Collection Receipt 
Student Body Association  

For  Date  

Group  Advisor  

 

Note: In case of error, rule out incorrect entry and initial. 

Signature of Payor Amount  Signature of Payor Amount 

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

We certify that this report covers all collections made: 

Subtotal  

Total  

 

Collector  

Advisor  

 

Received for deposit by  

Date  Master Receipt No.  
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Figure 4.8: Recap Sheet for Student Body Fund/ Trust  
Account Deposits 

School:  Date:  

    

Group:  Account #:   

    

Activity:  

    

Master receipt  #: to Fiscal year:  

    

Date received: Received from: Reference: Description: Amount: 

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

     

   Total Deposit:  

 

  

Signature of Advisor Date 
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Figure 4.9: Three-Part Receipt Book Control Log 

Figure 4.10: Ticket Inventory Control Log 

Receipt Book #:  Date: Used from  to  

      

Date Event Issued to: 
Event/Item 

Price 
Starting 

Receipt # 
Ending 

Receipt # Comments 

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       

       
 

Color of tickets:  Contains tickets number:  to  

      

Date Event Ticket price 
Starting 
ticket # 

Ending 
ticket # 

# Tickets 
sold Comments 
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Figure 4.11: Report on Ticket Sales 

Event:  Event Date:  

Seller:  Today‟s Date:  

    

Ticket Information  Cash Count 

    Starting Cash Cash Receipts 

Ticket color/type:     #  $ #  $ 

A  # of first ticket sold:   Bills        

B  # of last ticket sold:   100.00 x  =   =  

C # Sold (A-B+1):   50.00 x  =   =  

D Price per ticket:   20.00 x  =   =  

 Total sales (CxD):   10.00 x  =   =  

    5.00 x  =   =  

Ticket color/type:   1.00 x  =   =  

A  # of first ticket sold:   Coins        

B  # of last ticket sold:   1.00 x  =   =  

C # Sold (A-B+1):   0.50 x  =   =  

D Price per ticket:   0.25 x  =   =  

 Total sales (CxD):   0.10 x       

    0.05 x  =   =  

Ticket color/type:   0.01 x  =   =  

A  # of first ticket sold:           

B  # of last ticket sold:   Subtotals: A   B  

C # Sold (A-B+1):           

D Price per ticket:   Total checks received: C  

 Total sales (CxD):          

    Total deposit (B-A+C):   

Total of all receipts:      
      

      

If total of all receipts does not match the amount to deposit, please explain:   

 

 

 

Counted by:  Date:  

Verified by:  Date:  
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Figure 4.12: Vending Machine Control Sheet 

Signature:  Date:   

Signature:  Date:   

Machine #:  Location:   

Item:     

  

Starting inventory:   

Number of units:  (A) 

  

Stock purchased:  

Invoice number Date Price Units purchased  

     

     

     

     

Total purchases for the month:  (B) 

Total inventory available for sale (A + B):  (C) 

Ending inventory:  (D) 

Total merchandise sold (D-C):  (E) 

Unit  price:  (F) 

Amount of deposit (E x F):  (G) 

  

Income analysis: 

Receipt number Date Amount  

    

    

    

    

Income from sales:  (H) 

Rebate income for the month:  (I) 

Total income for the month:  (J) 

If I differs from F, please explain:  

 

 

Profit analysis: 

Price per unit (vendor invoice):  (K) 

Cost of goods sold (E x K):  (L) 

Difference of cost and income (J - L):  (M) 

Gross profit (N  J):  (N) 
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Chapter Five -  
Disbursement Control 

Approval  

The funds raised by the ASB are to be spent for the students, by the 

students, and not as the teachers, administrators or advisors want. The 

money of the ASB, including clubs, trust accounts and scholarships, 

belongs to the students. All expenditures should be made in  

accordance with an established system that includes sound internal 

control procedures, good accounting practices and conforms to the 

regulations of the governing board (Education Code Section 48933). 

 

Requisitions must be submitted for prior approval of purchases of 

merchandise or services. Purchase orders must be issued for  

purchases approved by the student council. For internal control, a  

different person should authorize the payments and sign the checks.  

 

An ASB is not obligated to pay for an expenditure ordered by a  

teacher, student, or other person who has not first received a written 

purchase order from the ASB accountant. All expenditures must be 

supported by invoices or other acceptable documentation. All bills 

must be submitted for payment promptly after their receipt.  

 

1. Prepare and sign a requisition/purchase order form for each  

proposed purchase. Submit to student council for approval. 

2. The student council approves the requisition/purchase order and 

notes the approval in the minutes. The ASB student representative 

signs the requisition/purchase order. The ASB advisor signs and 

approves the requisition/purchase order. 

7. The principal or designee signs and approves the  

requisition/purchase order. 

4. The ASB accountant verifies that the requisition/purchase order is 

properly authorized and included in minutes. 

5. The ASB accountant enters the disbursement on the  

requisition/purchase order and logs it on the purchase order  

control log. 

6. The ASB accountant sends a copy of the requisition/purchase  

order to the vendor. 

7. The purchase is delivered to the school office. 

8. An invoice is received. 

9. The person who receives the merchandise checks the goods 

against the requisition/purchase order and the invoice. This person 

Procedures: 
Purchase  
Order and 
Requisition 
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 Three signatures on 

all requests:  

principal or designee, 

advisor, student  

representative  EC 

Section 48933 

 No pre-signed checks 

signs the invoice to verify receipt. 

10. The ASB accountant generates a check. Forward the check to the 

two people authorized for signatures and send to the vendor. 

11. The ASB accountant stamps the invoice paid. Notes the check 

number and date paid on the invoice. Staple the invoice to the  

purchase order and file. 

 

If a person makes a purchase for the benefit of the ASB and has  

obtained pre-approval, then the individual may request  

reimbursement. 

 

1. The person requesting reimbursement prepares and signs a  

requisition/purchase order form for each invoice. Attach a bill, 

invoice, statement, or receipt. If no invoice or receipt is available, 

substitute a check request form for the requisition form. Submit to 

the ASB for approval. 

2. The ASB approves the requisition/purchase order and notes the 

approval in the minutes. The ASB student representative signs the 

requisition/purchase order. A copy of the minutes approving the 

requisition/purchase order is attached to the form. 

3. The ASB advisor signs and approves the form. 

4. The principal signs and approves the requisition/purchase order. 

5. The ASB accountant verifies that the requisition/purchase order is 

properly authorized, is approved and noted in the ASB minutes, 

and matches the receipt or invoice attached. The requisition/ 

purchase order is entered into the purchase order control log. 

6. The ASB accountant generates a check. Forward the check to the 

two people authorized for signatures and send to the vendor. 

7. The ASB accountant stamps the invoice paid. Note the check 

number and date paid on the invoice. Staple the invoice to the  

purchase order and file. 

 

Check authorization should be provided prior to writing the check. A 

confirmation delivery slip or packing slip, a purchase order or check 

request form, and an original invoice or receipt are requisites to  

writing a check. All checks must be pre-numbered and voided checks 

retained. All checks shall require the signature of two persons: the 

Principal and Assistant Principal. The Assistant Superintendent of 

Business Services and Director of Accounting can sign as second  

party on checks. Checks should never be written to “cash” or issued 

without a name or an amount (blank check). 

All student body expenditures should have appropriate backup before 

they are paid. This backup should also be retained and filed in an  

orderly manner for use during the annual audit. Appropriate backup 

Procedures:  
Reimbursement  

Checks  

Do not pay from statement. 

Pay only from original 

invoice on receipt of mer-

chandise. 
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would include an invoice or other receipt showing the amount due, 

date and vendor. Payment should never be made from a statement. 
 

Persons receiving merchandise should verify the quantity that was 

received is the same as listed on the invoice, then sign the invoice as 

received. Once the check is written, the invoice or other back up 

should be marked “PAID” and the date and check number of payment 

noted on the invoice. If no invoice or receipt is available, a check  

request form (example included in this section) should be used so that 

there is some form of backup in the files. This form should not be 

used as the normal routine but as the exception. 
 

Common Prohibited Expenditures  
 

Prohibited expenditures of student body funds are no longer included 

in the Education Code.  However, the following are examples of  

common prohibited expenditures:  
 

 Equipment, supplies, forms and postage for regular curricular 

or classroom use or for school or district business. 

 Repairs and maintenance of district-owned equipment, except 

certain jointly-owned equipment. 

 Equipment or supplies which are the normal responsibility of 

the school or district. 

 Salaries, stipends or other financial compensation to any  

person or employee (game referee payments are allowed). 
 

 Articles for personal use of district employees. 

 Gifts, loans, credit, or favoritism for district employees. The 

student council may authorize gifts or awards to district  

employees to be paid from student body funds. The maximum 

(cap) amount that may be spent on such awards from student 

body funds is $100 per award. 
 

 Contributions to fundraising drives for charitable  

organizations. 
 

 Memberships in or contributions to any non-educational  

organizations. 
 

A table of allowable and prohibited expenditures are listed in Figure 

5.1 at the end of this . The prohibited expenditures listed are those 

most commonly questioned by auditors, community members, and the 

media. A good rule of thumb to use in determining the  

appropriateness of an expenditure is to ask the question “Will I be 

able to justify the expenditure in the local newspaper and at a public 

board meeting?”  

Backup  
Documents 

Prohibited/
Allowable 
ASB  
Expenditures 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Disbursement Control 
 

54 

Allowable  
Fees 

Students are entitled to a free public education as mandated by law.  

Schools may charge students fees only for what is authorized by State 

law.  The CDE issued a Fiscal Management Advisory, 97-02, that  

discusses allowable school fees.  A copy of this advisory is included 

in Appendix E.  The following summarizes this information: 
 

 Schools may charge students the actual cost of materials for  

projects the pupil has fabricated for the student‟s own use, i.e., the 

student creates an item and chooses to take it home.  Most lab fees 

do not meet the requirements of this code.  Education Code 17551 

 Districts must make medical and hospital services available to  

students participating in school excursions and field trips.  This is 

available most often as accident insurance.  The cost of medical 

services or insurance may be charged to the student/parents.   

Education Code 35331 

 Districts must provide accidental death, injury, and medical  

insurance coverage for each athletic team member.  The cost may 

be charged to the student/parents, unless they cannot afford the 

insurance.  Education Code 32221 

 Students may be charged for food sold through the district  

cafeteria.  Education Code 38084 

 Districts may charge for lost textbooks or other loaned district 

property, for defacing books or other district property, and for 

damage to the property of a school employee.  The amount cannot 

exceed $10,000.  Education Code 48904 

 A district may lend school band instruments, uniforms, etc. for 

excursions to a foreign country, and may require the borrower to 

make a deposit on such equipment.  This only applies when the 

excursion is to a foreign country.  Education Code 38120 

 Pupils whose parents are legal residents of another state or  

country shall be charged an “out of state” tuition.  Education Code 

48050-48052 

 The board may provide for the sale of materials to adult class  

students purchased from the incidental expense account.   

Education Code 52615 

 A high school district may charge, or require a deposit, for  

textbooks used by pupils in classes for adults.  Education Code 

60410 

 A school district may charge a fee for school camp programs,  

provided the fee is not mandatory.  Students may not be denied 

participation because they haven‟t paid the fee.  Education Code 

35335 

 School districts may charge a fee for child care services, unless 

the students are participating in the state preschool program or are 

receiving services for the severely handicapped.  Education Code  

8263, 8250, 8265, 8487, and 8488 
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 Districts may offer a fingerprinting program for new students,  

kindergarten or new to district, and shall assess a fee based on the 

actual costs of that program.  Education Code 32390 

 Districts may charge fees for the actual cost of community service 

classes in civic, vocational, literacy, health, homemaking,  

technical and general education.  Education Code 51815 

 Student fees may be charged to adults for adult education classes 

except for a class in English, citizenship for foreigners, or an  

elementary subject.  No fees may be charged for high school  

credit classes taken by students not holding a high school  

diploma.  Education Code 52612 

 Districts may charge parents a fee for providing home to school 

transportation.  No fee may be charged to indigent parents, for 

transportation that is required by a student‟s Individualized  

Education Program, or for transportation related to extracurricular 

activities.  Education Code 39807.5 
 

Districts may not charge these unallowable fees even if there is a 

waiver process for financial hardship.  There have been several  

lawsuits regarding school fees and it is a complex issue.  Districts 

should consult legal counsel before implementing any fee that is not 

clearly authorized by law.  
  
The following list describes unallowable fees: 

 

 Deposits for lost or damaged school property. 

 Admission fee to an exhibit, fair, theater, or similar activity for 

instruction or extracurricular purposes.  Such visits are considered 

part of the educational program. 

 Tuition or enrollment fees, registration and late registration fees, 

exam fees, lodging fees, catalog fees, diploma or certificate  

issuance fees, and any other similar fees. 

 Student body membership fees as a requirement for participation 

in school sponsored athletic or other extra-curricular activities. 

 Charges for an apprentice or his/her parents/guardians for  

admission or attendance in any class. 

 Charges for use of textbooks or workbooks (except for classes for 

adults). 

 Athletic or band fees as a requirement for participation. 

 Transportation fees related to extracurricular activities. 

 Charges for school supplies necessary for participation in class, 

including paper, pencils, pens, crayons, art supplies, cloth for 

dressmaking classes, and wood for carpentry. 

 Standardized gym suits for physical education classes when such 

standardized clothing affects the students grades. 

 Standardized uniforms for extracurricular activities when  

purchase of such standardized clothing is conditional upon the 

student‟s participation in the activity. 

Unallowable 
Fees 
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 Mandatory fee for school camp programs or similar activity for 

instructional or extracurricular purposes.  Education Code 35335 

authorizes schools to charge a fee for school camp programs,  

provided that 1) payment of such fee is not mandatory; 2) no pupil 

is denied participation because of nonpayment of the fee; and 3) 

the amount of the fee does not exceed the differences between any 

state, local, or federal funds generated by the instructional school 

day and the cost of the services actually provided. 
 

Sales tax 
 

Under the provisions of the Sales and Use Tax Law, student body  

organizations are required to pay sales tax for selling tangible  

personal property at retail. When sales tax is paid at purchase, the tax 

should be calculated and paid on profit from items sold.  Items subject 

to these rules are typically goods purchased for the student store.  

ASBs are exempt from paying taxes on items sold on an irregular or 

intermittent basis (fundraisers).  If tax is not paid when the student 

body purchases the goods, then they are required to pay sales tax on 

the selling price.   
 

Sales tax laws change each year. It is important that the ASB knows 

current laws. The ASB should work closely with the district business 

office on the payment of any tax due. 
 

Other Taxes 
 

ASBs do not pay any other taxes. In particular, they do not pay  

payroll taxes since the district must pay employees. The district is  

considered the employer in all cases. The ASB must reimburse the 

district for employees paid by the district on behalf of the ASB. 
 

Payments to District Employees 
 

Employees that provide services to the ASB within an existing job 

classification (such as a custodian proving services) should be hired 

through the district‟s personnel procedures, including fingerprinting. 

Any payments to the district employees must be processed through 

the district payroll department and all compensation should be as  

provided for in the applicable collective bargaining agreement. The 

ASB then reimburses the district for activities and related payroll  

expenditures that are pre-approved by the student council. 

Taxes 
See Chapter Six for more 

information. 

Disbursements 
to Individuals 

Student council must  

pre-approve all positions 

to be paid by ASB funds 

and record in minutes. 
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1. The ASB pre-approves the activity and estimated salary expense. 

2. Upon completion of the activity, the employee completes a time 

sheet with the dates and hours worked. 

3. The principal approves the overtime form. 

4. The time sheet is forwarded to the payroll department  

together with a copy of the student council minutes approving the 

activity. 

5. The district accounting department pays the employee in  

accordance with the applicable collective bargaining agreement. 

6. The district accounting department bills the ASB for salary and 

benefits. 

7. The ASB approves the actual expenses, including payee, amount 

and purpose. 

8. The ASB accountant processes a payment to reimburse the  

district. 

9. The district accounting department abates the salary and benefits. 
 

Payments to Independent Contractors 
 

ASB organizations are not authorized to hire employees. Payments 

made by the ASB for various services such as officiating at sporting 

events, security, and supervision, are payments to contractors. The 

amounts paid are taxable and must be reported to the federal and state 

agencies for any individual who exceeds $600 in income during the 

calendar year. 
 

A record on each individual must be maintained, recording every  

payment for the calendar year. It will be necessary to obtain a social 

security number before engaging any person to perform ASB  

services. Each independent contractor should complete a form W-9, 

and the district should keep this form on file.  The form W-9 request 

social security number and address. Further, no check should be  

written to any individual without first obtaining his/her social security 

number. 
 

Cash payments shall not be made to individuals. The amount paid to 

each vendor must be compiled and sent to the district accounting  

office, who will prepare the 1099‟s.  A complete discussion on  

independent contractors can be found in Appendix F. 
 

IRS 1099 Form 
 

When a non-district employee performs services for the ASB, the 

amount paid each calendar year (January to December) must be  

reported to the Internal Revenue Service. IRS Form 1099, Amounts 

Procedure: 
Payments to 
District  
Employees 
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Paid to An Independent Contractor, is used for this purpose. The  

district accounting office MUST file this form district-wide since the 

ASB is not a separate entity.  There are severe penalties for not  

reporting the information to the IRS and less severe penalties for  

reporting incorrect information. The IRS provides a description of an 

independent contractor and the district accounting office can help in 

identifying those services that should be reported. 

 

Reporting Requirements for Independent Contractors 

 

Effective January 1, 2001, California law requires businesses and 

government entities to report specified information to the  

Employment Development Department (EDD), using form DE542, 

on independent contractors within 20 days of either making payments 

totaling $600 or entering into a contract for $600 or more in any  

calendar year, whichever is earlier.  

 

Information on each independent contractor will only be required 

once a year regardless of the number of multiple contracts you enter. 

However, ongoing relationships will require a new form each new 

calendar year the $600 threshold is met. 

 

Independent contractor information: 

 First name, middle initial, and last name 

 Social Security number 

 Start date of contract 

 Contract expiration date 

 On-going contract (check box if applicable) 

 

Payment to Students 

 

It is not appropriate to compensate students for services provided to 

the ASB or the clubs. 

 

Prizes/Awards 

 

Work-related prizes and awards are excludable from the recipient‟s 

gross income only if they qualify as employee achievement awards as 

defined in Revenue and Taxation Code Section 274.  

 

An employee achievement award is an item of tangible personal  

property that is transferred by an employer to an employee for length 

of service achievement or safety achievement, awarded as part of a 

meaningful presentation, and awarded under conditions and  

circumstances that indicate the payment is not disguised  
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compensation. The exclusion does not apply to awards of cash, gift 

certificates, or equivalent items. 

 

An award will not fall within the excludable length of service 

achievement award category if it is received within the employee‟s 

first five years of employment or if the employee received a similar 

award (other than one of de minimus value) during the current year or 

the preceding four years.  

 

An award will not be considered an excludable safety achievement 

award if employee safety achievement awards (other than one of  

de minimus value) were granted during the year to more than 10% of 

the employer‟s employees (excluding managers, administrators,  

clerical employees or other professional employees) or were granted 

to managers, administrators, clerical employees or other professional 

employees. 

 

For a tax-exempt organization, the exclusion applies to the extent that 

the cost would be allowable as a deduction if the organization was not 

exempt from taxation (Revenue and Taxation Code Section 74(c)(3)). 

 

If the award‟s cost is larger than the employer‟s allowable deduction, 

the employee must include in gross income the greater of either an 

amount equal to the nondeductible portion of the award but not  

greater than the value of the award or the amount by which the value 

of the award exceeds the allowable deduction. 

 

Prizes or awards less than $600 a year are not subject to taxes. If the 

total amount is $600 or more, a 1099 must be issued. 

 

ASB funds may be donated under the following conditions: 

 Intent to donate is clearly identified at onset 

 Intent to donate is recorded and approved in the student council 

minutes 

 The donor is fully apprised of the intent to donate 

 The donation is a charitable, tax-exempt non-profit organization 

that is registered with IRS and the California Registry of  

charitable trusts. 

 

ASB funds may not be donated if the funds in question were raised/

donated for a specific purpose other than the donation.  

Donations 
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Equipment purchased with ASB funds must be approved by the 

school district governing board for insurance purposes. Equipment 

examples are machines, furniture, vehicles and furnishings valued at 

$500 or more that are not an integral part of a building. 
 

It is recommended that an ASB formally donate any equipment  

purchased with ASB funds to the district. However, the ASB is not 

required to make this donation. Procedures to be followed in either 

case are as follows: 
 

Equipment Formally Donated 
 

The governing board, at its discretion, formally accepts the gift from 

the ASB. Refer to board policy 3290a concerning such donations 

(who can use, who pays for repairs, etc.) 

 
The ASB would record the equipment as a donation in the accounting 

system and would not record the fixed assets on the balance sheet or 

maintain a detailed inventory record of the item purchased. 
 

Equipment Not Donated 
 

The ASB is responsible for purchased equipment, including repairs, 

upkeep and insurance. In this situation, the ASB must also set up  

appropriate accounts for fixed assets in the accounting system;  

maintain an annual inventory record for each item of equipment; and 

take a physical inventory of all equipment at the end of each year to  

determine that all equipment purchased is on hand. 
 

Equipment Used for Income 
 

The ASB must be responsible for and must pay for all costs, such as 

repairs, maintenance, upkeep and insurance. Such costs paid by the 

district must be reimbursed by the organization. 
 

Serious legal questions arise when a ASB enters into a contract. The 

principle question is whether an ASB organization composed of  

minors is a competent party. Another question concerns the personal 

liability of an adult who becomes involved with the contract.  

Approval by the principal, the superintendent or designee is  

prerequisite for all contracts. Contracts generally should not extend 

beyond the current fiscal year. Guidelines for contracts: 

 
 Students cannot enter into contracts 

 Use district purchasing for major capital purchases 

 Principal shall approve contracts of $5,000 or less 

 Superintendent or designee shall approve contracts of $5,001 or 

Contracts 

Equipment 
Insurance:  

Most activities are  

covered under district 

insurance. If there is a 

question, contact  

District Risk  

Management 
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more 

 

 Entering into multi-year contracts. 

 Board policy not being followed. 

 Purchase orders are not used. 

 The required three signatures are not obtained on purchase  

 requests. 

 Expenditures are made that are prohibited by board policy and not 

for the benefit of students. 

 Confirmation of delivery is not made prior to payment. 

 Two signatures are not required on all checks written. 

 Personal loans are made from ASB funds. 

Common  
Audit  
Findings 
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EXAMPLE OF  
ALLOWABLE EXPENDITURES 

EXAMPLE OF  
PROHIBITED EXPENDITURES  

Purchases   

Animal cages, incubators, feeders, brooders   

Aquarium accessories   

Audiovisual equipment and software Supplies and equipment for the office or are 
normally the responsibility of the district. 

Workbooks, reference books, library books Basic textbooks, equipment, supplies, forms 
and postage for regular curricular or  
classroom use or for school or district  
business. 

Capes and robes for student chorus   

Ceramics   

Decorative items   

Draperies, curtains, and carpeting (fireproof) 
for student activities or visual performing 
arts. 

Equipment and supplies for faculty  
restrooms, faculty dining rooms, or faculty 
lounges; subscriptions for faculty magazines 
or books. 

Entertainment   

Film, including developing, printing, and 
camera rental 

  

Filmstrips   

Games and toys   

Identification equipment   

Megaphones   

Musical instruments   

Pictures and art prints   

Pictures of student service groups   

Plants for interior and exterior use   

Playground activities and equipment   

Public address systems   

Office supplies for student body activities   

Services   

Salary of ASB accountant for time spent on 
ASB books/supervision. 

Salaries, stipends or other financial  
compensation for assignments which are the 
responsibility of the district. 

Security officers/Custodial services   

Cleaning and repairing student body-owned 
items. 

Repair and maintenance of district-owned  
equipment and buildings. 

Figure 5.1: Allowable and Prohibited Expenditures 
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EXAMPLE OF  
ALLOWABLE EXPENDITURES 

EXAMPLE OF  
PROHIBITED EXPENDITURES  

Donations   

To recognized charitable organizations when 
clearly identified at onset of fundraiser and 
approved in advance by student council. 

Donations of excess student body funds. 

Miscellaneous   

Awards and certificates – recognizing  
services and/or achievement for student 
groups or individual students. Perfect  
attendance approved by student council. 

Awards  or gifts to district employees (limited 
to $100). 

Hospitality – courtesy extended to visiting 
patrons other than district employees.  
Hospitality should not exceed $250 per year. 

Meals or refreshments for employees on an 
ongoing basis. 

Insignia – usually limited to arm bands, 
badges, buttons, pins, ribbons, and sashes 
for student service groups. 
Note: Items in contact with skin and hair 
should be cleaned before reissuing to anoth-
er child. 

  

Magazines and Newspapers – suitable for 
school use by students or personnel  
employed working with ASB. 

Individual memberships in professional  
organizations. 

Memorial – expenditures may be made only 
for deceased students or personnel  
employed at the school site. Note: Limited to 
$50 per individual. 

  

Welfare – for students within the school 
Definition: Includes reasonable amount of 
money in an emergency situation when  
directly helping students to carry on work at 
school. 

Student body funds should not be expended 
for family relief. Welfare involving health  
services for students should be processed 
through the PTSA health centers or dental 
clinics. 

Activities  

Student body funds may be used for a  
special activity for a grade level if the same 
activity will occur each year for that grade 
level (includes culmination activities). 

 

Gifts   

Gifts to another school in the district. Gifts to out-of-school organizations unless 
funds are raised for that purpose. 

Gift to PTSA for child welfare. PTSA expenses 

Gifts to the district for use at the school.   

Figure 5.1: Allowable and Prohibited Expenditures (cont.) 
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EXAMPLE OF  
ALLOWABLE EXPENDITURES 

EXAMPLE OF  
PROHIBITED EXPENDITURES  

PERMITS & APPROVALS REQUIRED PROHIBITED 

Booths Raffles or games of chance 

Safety and bleachers Rides- animal/mechanical rides prohibited 

Food Use of darts or arrows 

Cafeteria Object thrown at a live target 

Custodial help Use of any water tanks 

Fire regulations Destruction of cars (or similar) by hammers 

Electrical connections Cosmetic sales, manicure or makeup booth 

  Used jewelry and used clothing 

  First aid booth 

Figure 5.1: Allowable and Prohibited Expenditures (cont.) 
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Figure 5.3: Sample Journal Entries 

Purchase Request 

Purchase Order 

Receiving Slip 

Invoice 

Check Request 

Check 

Journal Entries 

September 

Cash Disbursements Journal 

   Credit Debit  

Date Payee Check # Cash 401 402 403 404 410.1 Other Acct. # 

9/2 Harmony Music 721 50.00      50.00 220.1 

9/3 Stationers Corp. 722 135.00 130.00 5.00      

9/5 Howard Smith 723 15.00  15.00      

9/6 Sports Shops 724 25.00 25.00       

9/6 Ray Johnson 725 15.00 15.00       

9/7 Jack Jones 726 15.00 15.00       

255.00 55.00 20.00    50.00  Total: 
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Figure 5.4: Purchase Request Checklist 

Figure 5.5: Confirmation of Delivery of Goods/Services 

 Vendor‟s name, address, telephone number  
   
 Price totals and tax figured  
   
 Reason for purchase stated  
   
 Purchase requisition approved at class/club meeting dated   

   
 Club Sponsor‟s signature  

   
 Copy of minutes approving requisition is attached  
   
 Student government representative‟s signature  

   
 Administrative approval (signature)  

   
 Date of administrative approval  

   
 Date submitted to ASB bookkeeper  

   
 Club funds checked and are adequate  

 

Send merchandise to:  

  

Send invoice/billing to:  

  

Send packing slips to:  

  

Vendor:  Date:  

  

PO/Req. #:  Club/Group:  

  

 All goods received, OK to pay.  Partial shipment, make partial payment. 

  

  

Authorized signature Date 
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Figure 5.6: Requisition/Purchase Order 
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Figure 5.7: Check Request Form 
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Figure 5.8: Purchase Order Control Log 
PO # Req. # Vendor Description Amount 
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Figure 5.9: Check Control Log 

Check # PO # Payable to Description Amount 
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Chapter Six - Sales and  
Use Tax 
Background Sales tax is imposed on retailers for the privilege of selling tangible 

personal property at retail. Tangible personal property includes  

certain snack food items as well as personal property such as paper, 

books, school supplies, sweatshirts, etc. 

 

In the past, many organizations associated with schools have assumed 

they are exempt from collecting and paying sales tax due to the tax 

exempt status of the district. However, the district‟s tax exempt status 

is a federal and state income tax exemption and generally does not 

exempt the district from sales tax requirements. The definition of an 

exempt organization will be discussed and the activities that qualify 

for exemption will be defined in this chapter. 

 

Tax Exempt Status Requirements 

 

The sales and use tax regulations provide certain qualified charitable 

organizations with an exempt status for their sales from sales tax  

collection and payment. These organizations are also exempt from 

paying sales tax when an item is originally purchased. The following 

conditions must be met according to Regulation 1570 in order to  

qualify for this exempt status: 

1. The organization must be formed and operated for charitable  

purposes, and must qualify for the „welfare exemption‟ from  

property taxation provided by Section 214 of the Revenue and 

Taxation Code. 

2. The organization must be engaged in the relief of poverty and  

distress. 

3. The organization‟s sales must be made principally as a matter of 

assistance to purchasers in distressed financial condition. 

4. The property must have been made, prepared, assembled, or  

manufactured by the organization. 

 

Certain nonprofit organizations such as Parent Teacher Associations 

and specific youth organizations automatically qualify for this special 

exempt status. Connection to a school or being a student organization 

does not automatically qualify a group for treatment as a „consumer‟ 

for all sales.  

How Sales  
Tax Collection 
and Payment  
Affect You 
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The following criteria must be fulfilled in order to be considered an 

equivalent organization: 

1. It must be a nonprofit organization that includes parents. 

2. The objectives of the group must include enhancing the welfare of 

all students in the school and developing better communication 

between parents and school authorities. 

3. It must have been authorized to operate in the school by the 

school‟s governing board. 

4. The profits from its sales have to be used exclusively to further the 

organization‟s purpose. 

 

A ASB could qualify for this status if only  

criteria 2, 3, and 4 are used. However, parents are not included in the 

organization‟s activities. 

 

If your student organization meets all of the above criteria and tax  

exempt status for sales tax is appropriate, a “Certificate of Exemption 

– Charitable Organizations” must be completed and filed with the 

State Board of Equalization on an annual basis.  

 

ASBs and cafeteria funds that do not meet these conditions are sub-

ject to sales tax collection and reporting  

requirements. There are, however, situations when a student body  

organization will be considered a “consumer” and not a “retailer”  

during fundraising events. The following two conditions must be met 

in order to be exempt from sales tax regulations: 

1. The sales of taxable food items are on an irregular or intermittent 

basis. 

2. The profits are used exclusively in the furtherance of the purpose 

of the student organization. 

 

As “consumers,” the student organizations must pay sales tax at the 

time they purchase any item classified as taxable. It is not necessary 

to collect sales tax on the profit of the items sold, nor is it necessary to 

file a sales tax return with the State Board of Equalization. 

 

ASBs operating a student store selling snack items, and/or other mer-

chandise which has historically been subject to sales tax, are still sub-

ject to the laws. A seller‟s resale permit number should be used when 

purchasing merchandise and sales tax should be reported on the full 

sales price.  
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The State Board of Equalization‟s publication of sales tax  

requirements can be founds at 

http://www.boe.ca.gov/sutax/staxregs.htm.  

This publication defines the types of food and beverages which are 

tax exempt.  

 

How to Collect and Report Sales tax 

 

The collection of sales tax may be accomplished in one of two ways. 

If a cash register is used which will accumulate the tax charged on 

each individual sales, then the actual sales tax collected will be  

reported on the sales tax return filed with the State Board of  

Equalization. If a school elects to make tax-included sales, then a sign 

must be posted in a location visible to all purchasers stating: “The 

price of taxable items includes sales tax reimbursement computed to 

the nearest mill.” Sales of taxable items are then accumulated and the 

proper percentage of tax to be remitted is calculated and reported on 

the sales tax return. 

 
If a cash register is not used, sales tax can be calculated as follows: 

     Gross sales of taxable items    Sales tax % + 100  =  Net Sales 

                                                          

     Gross Sales  –   Net Sales  =   Sales tax 

 

Both of these methods are based on the actual sales of items subject to 

sales tax. As an alternative, a school may report taxable sales on the 

basis of a percentage developed by testing a representative period. 

This percentage would then be applied to all sales within a given 

time. Be aware: to use this method, permission must first be granted 

in writing from the State Board of Equalization. Generally, the Board 

will request a detailed description of the method used to calculate the 

tax, and the period of time the percentage used was based on. All sites 

that will be using this method should be included in the test period. 

All sales at all sites should be included in the test period. All sales at 

all sites are monitored for a specific period of time, such as one week, 

and the percentage of taxable sales to nontaxable sales is determined, 

the same percentage may not apply at all school sites. The calculated 

percentage is then used throughout the year to properly determine the 

amount of sales tax due. If your school is interested in this method, 

contact the Board directly at the office noted in the reference section 

of this material. 
 

In order to properly file a sales tax return, a seller‟s permit and resale 

number must be obtained. The process for obtaining this information 

is included in the next section.  
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The sales tax return must be filed according to the following schedule 

to remit the tax collected to the Board: 

Taxes collected in excess of $1,000 must be pre-paid on a monthly  

basis and a quarterly return prepared (quarterly pre-paid). It is also  

important to note a return must be filed for a reporting period even if 

no tax is due. The amount of tax due on the return should be rounded 

to the nearest whole dollar on the tax return. Thus, $76.49 would be 

rounded to $76.00, and $76.50 would be rounded to $77.00. 

 

It is possible for a student organization to include the taxable sales 

total and related sales tax on the cafeteria or district tax return. This 

would eliminate the need for each school site with a student body  

organization to apply for and obtain their own seller‟s permit and  

resale number and file their own sales tax return. The State Board of 

Equalization will send the sales tax return at the time it is to be filed. 

If sales have increased to a new level during the year, the return will 

automatically be sent. If annual returns have been filed in the past, 

and quarterly returns appear to be the proper filing frequency, you 

may call the local State Board of Equalization office, or you may wait 

for them to update your reporting frequency. There are no penalties 

associated with filing as directed by the Board even if more frequent 

filing is determined by the schedule. 

 

Who Must Have a Permit? 

 

Generally, if an organization does not meet the criteria discussed in 

the previous sections for exemption, then a seller‟s permit is required 

if the organization intends to sell personal property ordinarily subject 

to sales tax. Personal property in this case will include snack foods 

items as well as the paper, pencils, notebooks, and sweatshirts  

generally sold in a student store. 

 

It is important to remember here that the sales made on an intermittent 

or irregular basis and used exclusively in the furtherance of the  

purpose of a student organization are exempted on the basis that the 

organization is a consumer and not a retailer. Therefore, if the  

organization will be holding one fundraiser during the year, it is not 

necessary to apply for a seller‟s permit or to file the tax return. This 

exemption for intermittent sales should not be expended to include 

Do You Need 
A Seller‟s 
Permit and 
Resource 
Number? 

Frequency of Payment Total Sales tax collected 

Annually $0 - $75 

Quarterly $76 - $500 

Monthly $501 - $1000 
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each club or group within a student organization. It would not be 

proper to assume the sales of the Computer Club, the Ski Club, Boys 

Athletics, etc., are to be looked at singularly. Rather, it is the sales of 

the organization as a whole that must be used to determine if the sales 

are intermittent or irregular.  

 

How to Obtain a Permit 

 

The State Board of Equalization has offices throughout the State of 

California. To get the appropriate application, contact the nearest 

State Board office, or call the district accounting office. 

 

The information which is requested in the application includes: the 

school‟s tax identification number, the name and location of the 

bank(s) where an account is maintained, names of suppliers, name of 

the organization ASB accountant, and anticipated average monthly 

sales along with a breakdown of the taxable and nontaxable portions. 

Additional information may also be required.  

 

There is no filing fee with the application, however a security deposit 

may be required, which would then be refunded at a later date. 

 

When to Use a Resale Certificate 

 

Once the resale number has been obtained, the number will be used to 

allow the purchase of taxable items from another seller without  

paying sales or use tax to that seller. The Board does not issue actual 

resale certificates, only the resale number which will appear on the 

certificate. The certificates are available in office supply and  

stationery stores. It may be necessary to purchase several certificates, 

as these will be given to the seller each time a purchase is made.  

 

Depending upon the size of the district and the volume of sales  

subject to sales tax reporting, it may be more efficient to have only 

one resale number for use within the district. Reporting of combined 

sales tax information is discussed in the next section on  

recordkeeping. The district may determine it is more efficient for each 

ASB to obtain its own resale number and prepare and remit its own 

sales tax return. 

 

Since the resale number and certificate are used to defer the collection 

and payment of sales tax, it is a misdemeanor to use a resale  

certificate if the item being purchased is not for the purpose of the 

organization. The Board has the authority to impose penalties and  

interest on any fraudulent purchases.  
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Keeping  
Records 

What Records are Necessary 

 

It is important to remember that student organizations and cafeterias 

are required to remit the correct amount of sales tax at the time the 

sales tax return is filed. It is also important to keep the records of 

those sales in an organized manner to support the actual sales tax 

paid.  

 

The State Board of Equalization has the authority to review and/or 

audit the records that will support the amount reported on the return. 

They may use the records to verify the accuracy of the sales tax return 

and to determine if the tax reported has been under reported. The 

State Board auditors may determine the failure to maintain accurate 

records is sufficient evidence of negligence or intent to evade the tax 

and could impose additional tax and penalty assessments. 

 
The types of records necessary to support the amount reported on the 

tax return include: the normal ledger books (computerized or manual), 

documents of original entry (receipts, deposits, invoices), and all 

schedules or work papers to prepare the return. The records should 

allow anyone with authority to review the ledgers to recreate the  

information on the tax return. 

 

How Long to Keep Your Records 

 

The records used to support the sales tax return are to be maintained 

for four years unless the State Board of Equalization has given written 

permission to destroy the documents earlier. If the return has been 

selected for audit, all records must be maintained during the audit, 

even if the four year time frame has expired. 

 

Combining Return Information 

 

It is possible, and often desirable, for the district to maintain one  

resale number and report all taxable sales on one return. If the sales 

through ASB are fairly small, the sales may be combined with the 

sales through food services and reported with the district‟s use tax. 

 

When the sales tax return is received either in the district office or 

food services, a photocopy should be sent to all sites reporting taxable 

sales. Each site will then complete the return, keep one copy with the 

site records along with all back up information, and return the  

completed copy to the district office along with a check for the 

amount due. When the final return is completed, all figures reported 

by the various sites are combined, and reported as one return.  
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Leaving an Audit Trail 

 

As with any records relating to the finances of a student body  

organization, food service or the district office, it is important to  

remember that the records will be subject to the normal annual audit 

procedures of the district‟s contracted services audit. The trail from a 

purchase of goods for resale to the actual sale, receipt and deposit of 

money to the bank, should be maintained to support proper internal 

controls over all monies received. Properly recording all sales, and the 

designation of taxable or nontaxable, is necessary to accurately report 

sales totals in the organizations‟ audit report and the sales tax return. 

The records that could be requested by an auditor from the State 

Board of Equalization are no different than the records requested 

through the normal audit process. It should be clear to anyone in  

authority reviewing the books of the organization which sales were 

made that were subject to sales tax. Maintaining all documents related 

to sales, deposits, and disbursements is an integral part of the ASB 

accountant‟s responsibilities.  

 

Definitions and Requirements 

 

The use tax is imposed on the storage, use or consumption in this state 

of tangible personal property purchased from an out-of-state retailer. 

The use tax is based on the sales price (cost) of the item purchased 

and is the same as the sales tax rate. 

 

When purchasing products from an out-of-state retailer, the difference 

between the sales tax paid to the vendor and the California use tax 

rate must be reported on the sales and use tax return and remitted to 

the state at the same time sales tax is remitted. The out-of-state  

retailer may register with the state of California to collect the use tax 

portion on behalf of California customers. The vendor should  

explicitly state on the invoice that California sales tax has been  

collected. This will relieve the district from computing the use tax  

and reporting the purchase to the state. 

 

If no tax is included in the invoice price, a method of determining the 

tax due should be developed. Tax is due on the invoice as well as 

shipping and handling. The price of postage, however, should be  

excluded. A separate ledger of all purchases subject to use tax may be 

maintained with the actual calculation being made at the end of the 

reporting period, or the tax may be calculated at the time payment is 

made and a sales tax payable accrued at that time. 

 
All amount reported on the return should be supported to allow for a 

proper review or audit. 

Use Tax 
The most up-to-date Cali-

fornia City and County 

sales and use tax rates 

may be found on the in-

ternet at the following 

web address: 

www.boe.ca.gov/rates/

citycnty.htm. 
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Common 
Audit 
Findings 

 Sales tax not computed and remitted to district business office 
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Chapter Seven -  
Financial Reporting 

This chapter outlines the financial reporting requirements and  

procedures for the ASB.  Figure 7.7 provides a list of documents that 

should be maintained by the ASB accountant. Figure 7.9 provide the 

read retention requirements for the ASB. 

 

Pursuant to Education Code Section 48933, student body funds must 

be invested in one or more of the following: 

 A federally insured financial institution (FDIC). 

 An insured credit union (NCUSIF). 

 U.S. government notes and bonds. 

 

An unorganized student body may, pursuant to Education Code  

Section 48938, and at the direction of the board appointed employee, 

invest in a board approved bank account or savings and loan. 

 

 Keep deposits under lock and key prior to bank deposit. 

 Fireproof safe preferred over locking cabinet or drawer. 

 Stamp checks with bank endorsement upon receipt. 

 All cash should be deposited at least weekly or daily for large 

fundraising events. 

 Armored car service protects employees. 

 Use sealed or locking money bags. 

 Alternate deposit times for security reasons. 

 Identify receipt numbers that make up the deposit. 

 ASB money should not be taken home or kept over weekends or 

school scheduled breaks. 

 

Steps for preparing the bank deposit: 

1. Run a tape total of all receipts (cash and checks to be deposited). 

2. Record the cash and checks on the deposit slip. 

3. If the checks are too numerous to list on the bank deposit, total the 

checks and attach the calculator tape to the deposit slip. 

4. Run a tape of the amounts recorded on the bank deposit slip. 

5. Compare the receipt total and the deposit slip total calculated in 

steps one and four. These must be the same. 

 

A sample bank deposit ticket with tape totals is provided at Figure 

Codes and 
Regulations 

Banking 
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7.1. Included also are sample copies of coin and currency count 

(Figure 4.4) and recap sheet for student body fund deposits forms 

(Figure 4.8) used for collecting cash and checks from clubs, groups, 

and schools.  

 

Banks furnish a depositor with a bank statement once each month. In 

some cases, cancelled checks or copies of their images are included 

with the statement. The checks returned are called cancelled checks 

because they are cancelled by stamping to show that the bank has paid 

them. During any month, besides the checks drawn, the bank may  

deduct from the account amounts for service charges, returned 

checks, and for errors.  The bank may also add amounts to the  

depositor‟s account for errors and interest. 

 

When all receipts are deposited intact and all payments are made by 

check, the bank statement becomes a device for proving the cash in 

the bank account. The proof normally begins with the preparation of a 

reconciliation of the bank balance. To simplify this process, request 

the cutoff date of the bank statement to be the last working day of the 

month. 

 

Numerous things may cause the bank statement balance to differ from 

the cash balance in the general ledger: 

 

1. Outstanding Checks: These are checks that have been written and 

are listed on the cash disbursement journal but have not cleared 

through the bank. 

2. Unrecorded Deposits: (Also called Deposits in Transit.) Often  

deposits are made on the day following the last day of the month. 

Consequently these deposits do not appear on the bank statement 

for that month but they appear on the cash receipts journal. 

3. Charges for Services and Non-Collectable Items: A bank often 

deducts amounts from a depositor‟s account for services rendered 

and for returned checks. The bank notifies you on the bank  

statement. These deductions should be recorded as soon as  

received. If the deduction occurs close to the end of the month, it 

may not show on the bank statement. In this case treat the  

uncleared item the same as an outstanding check. 

4. Interest: Some accounts earn interest posted to the account by the 

bank each month. The statement is the only notification. 

5. Errors: Regardless of care and systems of internal control, both 

the bank and the depositor may make errors that affect the bank 

balance. Occasionally, these errors are not discovered until the 

balance is reconciled. 

Bank  
Reconciliation 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Chapter Seven 
 

83 

Procedure: 
Bank  
Reconciliation 

Trial Balance 

1. Compare the deposits listed on the bank statement with deposits 

shown in the cash receipts journal. Identify any differences and 

determine which is correct. List deposits in transit on the form.  

2. Compare the cancelled checks with the bank statement listing. 

Note any discrepancies or errors. 

3. Check the previous month‟s reconciliation and check off the 

checks cleared during the current month that were outstanding last 

month. List any checks that are still outstanding. 

4. Check any deposits in transit that were listed last month to assure 

they have been recorded by the bank on the current statement. 

5. Compare each check with its entry in the cash disbursement  

journal. Identify any corrections or discrepancies. 

6. List any outstanding checks on the reconciliation form. 

7. Determine if any debits or credits appearing on the bank statement 

need to be recorded in the general ledger. Make general journal 

entries to record them.  

8. Any corrections to deposits or to checks noted should be made by 

general journal entries. Do not go back and change the cash  

disbursement or cash receipts journals. 

9. The month ends on the last day of the month. Any changes to 

those records must be made in the following month through  

general journal entries. 

10. If bank errors are found, notify the bank immediately. 

11. Submit a copy of the bank statement and the bank reconciliation 

form to the accounting department of the district business office 

for verification. 

 

The first step in preparing month end and year end financial  

statements is to prepare a trial balance. Accounting is a double entry 

system that requires an amount credited for every corresponding 

amount debited. The trial balance proves the equality of the debits and 

credits. It is a worksheet listing the balances of the accounts in the 

general ledger, with the debit and credit balances shown in separate 

columns.  

 

The steps in preparing the trial balance are as follows: 

1. Make sure each account has been totaled and all entries from the 

cash receipts and disbursement journals have been made. 

2. List the balance of each account on the trial balance using the  

example in figure 7.2. (The example is set up to show which  

accounts normally have a debit balance and which normally have 

a credit balance.) 
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Income  
Statement 
and Balance 
Sheet 

3. Total each side; the debits and credits should be the same figure. 

 

If the trial balance does not balance, the mistake can usually be found 

by going through the following checks and balances: 

1. Re-add the trial balance. There may be a calculator error. 

2. Re-add each account to assure there are no mistakes. 

3. Calculate what the difference is and look for an entry for that 

amount, half that amount or double that amount. This may lead 

you to an entry that was recorded incorrectly. 

4. Re-add the cash receipts and disbursement journals. 

5. Divide the difference by 9. If it divides evenly, look for a  

transposition of numbers. Example – the number should be 79 

and you wrote 97. The difference is 18 – divisible evenly by 9. 

6. If the difference is 3, 30, 300, etc., check your calculator tape. The 

wrong key may have been entered.  

 

Once the trial balance is completed, the income statement and balance 

sheet can be prepared. The income statement is a report showing the 

income, expenses and net income or net loss for a specified period of 

time. The balance sheet is a statement that shows assets, liabilities and 

the fund balance of the student body at a specified date. It is properly 

classified to show the financial condition of the student body as of the 

specific date. 

 

The income statement is prepared first. Using the example in figure 

7.2, list the income and expenses from the trial balance. Total each 

column. Subtract the total expenses form the total income. If this is a 

positive amount, a profit was made for the period. If this is a negative 

amount, there was a loss in the period. This amount will be used on 

the balance sheet as increase (or decrease) to the fund balance. Once 

the worksheet is complete, transfer the amounts to a more formal re-

port as shown in figure 7.3. 

 

The balance sheet is prepared next. Again using the example figure 

7.2, list all the assets, liabilities and fund balance accounts. Total each 

column. The total of the assets should agree with the total liabilities, 

fund balance and profit (or loss) for the period. Once the worksheet is 

complete, transfer the amounts to a more formal report as shown on 

figure 7.4. 

 

The income statement and balance sheet should be distributed  

according to district policy. The recommended distribution is  

governing board, district office, principal, and student council. 
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Inventory 

Closing the 
Books at 
Year End 

If the student body runs a student store, an inventory listing should be 

maintained. At the end of the year, a physical inventory must be made 

and the value totaled. If this total is different from the total in the  

general ledger, an adjustment is made. When the adjustment is  

unusually large, the controls should be reviewed. A copy of the  

inventory log should be provided to the ASB accountant 

 

Inventory controls are necessary over all goods bought and sold. Only 

those goods needed for a sales event should be moved to the cashier 

areas. Limited access to the back stock area should be employed. 

Locked cabinets and fireproof and secure cages should be used.  

Inventory levels need to be reviewed periodically to identify losses, to 

determine what sells and what doesn‟t, to account for all purchases 

and sales, and damaged and destroyed items. The beginning inventory 

plus purchases minus sales equals the ending inventory.  

 

After all adjusting entries have been made, the income and expense 

accounts are closed for the year. This procedure is performed after the 

trial balance, balance sheet and income statement reports have been 

prepared. The result is a zero balance in the income and expense  

accounts. The new year begins with balances in the assets, liabilities 

and reserve (fund balance) accounts only. 

 

An entry is made in the general journal entitled “To Close Accounts 

for the Year.” The balance of each income account is entered under 

the debit column. Remember income accounts normally have a credit 

balance. This is a reverse entry or “reversal”. When entries are made 

in the general journal, the same entry is made in the applicable  

account in the general ledger. Therefore, the “ASB Cards” income 

account would have a final entry referencing the general journal (GJ), 

the GJ page and the date (June 30). For further clarity, a notation can 

be made, i.e., “To Close”. The balance of each expense account is  

entered under the credit column. The entry is repeated in the expense 

account in the general ledger. See Figure 7.6 for an illustration. 

 

After all income and expense accounts have been listed and the  

individual accounts closed, the final entry is made to the reserve or 

fund balance account. On the general journal entry, total all debit  

entries and total all credit entries. Determine the difference (debit  

total less credit total). If debits are more than credits, enter the  

difference sum in the credit column to be entered in the reserve  

account. This would indicate a gain for the year. If debits are less than 

credits, enter the difference sum in the debit column. This would  

indicate a loss for the year. Make this entry in the general ledger in 

the reserve account and calculate the new balance in the reserve or 

fund balance account. 
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Common 
Audit 
Findings 

 Trial balance does not balance. 

 Bank reconciliations not prepared in a timely manner. 

 Authorized signor on bank account performs bank reconciliation 

without oversight. 

 Beginning fund balance does not agree with prior year audited 

ending balance. 

 No segregation of duty exists for cash receipting, deposits, 

bookkeeping and bank reconciliations. 

 Reconciling items not investigated or documented. 

 Making unsupported adjustments to fund balance. 

 Bank deposits are not made timely for large deposits and  

infrequent for all other cash transactions. 

 Cash is kept in an unsecured location (safe is not locked). 

 Journal entries do not have adequate documentation. 
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FOR CLEAR COPY, PRESS FIRMLY WITH BALLPOINT 
PEN 

Second Interstate         Anywhere, Calif. 90210 

ASSOCIATED 
STUDENT 

BODY 
456 Famous Dr. 
Beverly Hills, CA 

91210 
  

123300356 2054 
203 5200 82 

DATE       Feb. 13     2003 

  
DOLLARS CENTS 

CURRENCY 4,633 
00 

COIN 217 15 

LIST EACH CHECK 

  
1. 

  
  

  
2. 

    

  
3. 

    

  
4. 

See Attached Tape 

  
5. 

    

  
6. 

    

  
7. 

  
  

  
8. 

    

  
9. 

    

    
10. 

    

    
11. 

    

TOTAL DEPOSIT: 5,240 15 

Deposits may not be available for immediate withdrawal 

TAPE TOTALING  
ALL RECEIPTS 

  

  1,240.00 +   

  3,940.00 +   

  60.15 +   

  5,240.15 T   

  

TAPE TOTALING  
DEPOSIT 

  

  4,633.00 +   

  217.15 +   

  390.00 +   

  5,240.15 T   

  

TAPE TOTALING 
CHECKS 

  

  20.00 +   

  15.00 +   

  47.00 +   

  30.00 +   

  105.00 +   

  18.00 +   

  27.00 +   

  46.00 +   

  22.00 +   

  60.00 +   

  390.00 T   

   

Figure 7.1: Sample Deposit Ticket 
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Figure 7.2: Trial Balance 
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ASSOCIATED STUDENT BODY 

 
 
 
PERIOD ENDING JUNE 30, XXXX 
 

 INCOME 
 

Student Store $ 8,050.00 
ASB Cards 5,001.00 
Vending Machines 7,100.00 
Yearbooks 12,800.00 
Athletic Gate Receipts 14,025.00 
Social Activities 4,750.00 
Interest Earned 100.00 
Other 50.00 

 
TOTAL INCOME $51,876.00 

 
  

EXPENSES 
 

Student Store $ 6,000.00 
Vending Machines 4,900.00 
Yearbook 12,000.00 
Athletics 17,000.00 
Social Activities 6,500.00 
Awards  2,500.00 
Other  460.00 

 
TOTAL EXPENSES $49,360.00 

 
NET PROFIT (LOSS) $ 2,516.00 

 

Figure 7.3: Income Statement 
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ASSOCIATED STUDENT BODY 

 

PERIOD ENDING JUNE 30, XXXX 
 
ASSETS 
 
 Cash in Bank-Checking $4,174.00 
 Cash in Bank-Savings 2,000.00 
 Accounts Receivable 450.00 
 Inventory 2,088.00 
 
TOTAL ASSETS $8,712.00 
 
 
 
LIABILITIES AND FUND BALANCE 
 
 Liabilities 
 
 Accounts Payable $  545.00 
 Trust Accounts 1,300.00 
 
 Total Liabilities $1,845.00 
 
 Fund Balance 
 
 Beginning Fund Balance $4,351.00 
 Net Income (Loss) For Period 2,516.00 
 
 Total Fund Balance $6,867.00 
 
TOTAL LIABILITIES AND FUND BALANCE  $8,712.00 

Figure 7.4: Balance Sheet 
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Figure 7.5: Inventory 
Item Quantity on Hand Cost per Item Total value 
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An example of the closing general journal entry posted in an income account 

ASB Income, Account #302 

DATE  REF. DEBIT CREDIT BALANCE  

Apr-30   CR 10   26.00 4,975.00 CR 

May-31   CR 11   13.00 4,988.00 CR 

Jun-30   CR 12   13.00 5,001.00 CR 

Jun-30 To Close GJ/1 5,001.00   0.00   

       
An example of the closing general journal entry posted in an expense account 

Athletics Expense, Account #404 

DATE  REF. DEBIT CREDIT BALANCE  

Apr-30   CR 10  500.00   15,900.00 DR 

May-31   CR 11  450.00   16,350.00 DR 

Jun-30   CR 12  650.00   17,000.00 DR 

Jun-30 To Close GJ/1    17,000.00 0.00   

       
An example of the closing entries in the general journal 

General Journal, Page #10 

DATE  REF. DEBIT CREDIT BALANCE  

Jun-30 Student Store Income 301 8,050.00    

  ASB Cards Income 302 5001.00    

  Vending Machines Income 303 7,100.00    

  Yearbooks Income 304 12,800.00    

  Athletic Gate Receipts 305 14,025.00    

  Social Activities 306 4,750.00    

 Interest 307 100.00     

 Other 308 50.00     

   Student Store Expense 401   8,000.00   

   Vending Machines Expense 402   4,900.00   

   Yearbook Expense 403   12,000.00   

   Athletics Expense 404   17,000.00   

   Social Activities Expense 405   6,500.00   

   Awards Expense 406   2,500.00   

   Other Expense 407   460.00   

 TOTAL   51,876.00 49,360.00   

 Profit (or loss) for year 290   2,516.00   

   (Verification of total)   51,876.00 51,876.00   

 To close accounts for the year.     

       
General Ledger, Fund Balance (Reserve), Account #404 

DATE  REF. DEBIT CREDIT BALANCE  

Jul-01 Balance Forward       4,351.00 CR 

   Closing GJ 10   2,516.00 6,867.00 CR 

Figure 7.6: Examples of Closing Entries 
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Figure 7.7: ASB Documents to be Maintained  
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Figure 7.8: Sample Bank Reconciliation Worksheet 

Name of bank:   Date:  

  

Account number:   Account name:  

  

(A) Bank statement ending balance:  (A) Ledger cash balance:  

    

Deposits in transit: Amount Bank adjustments (interest, etc.): Amount 

    

    

    

    

    

    

    

    

(B) Total deposits in transit:  (B) Total bank adjustments:   

    

Outstanding checks: Bank charges:  

Date Ck # From Amount Description Amount 

      

      

      

      

      

      

      

      

(C) Total outstanding checks:  (C) Total bank charges:  

    

Balance after adjustments (A+B-C):   Balance after adjustments (A+B-C):  

    

Completed by:  Date:   

 

For District Office Use Only: 

Verified by:   Date:  

Title:    
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Figure 7.9: Record Retention Requirements 

  
  
*Class 

  
  
Record Title 

Required 
Hard Copy 
Retention 

  
Recommended  
Retention 

Reasons For 
Recommended 
Period 

Hard Copy 
Retention 

Media 
Retention 

1 Agenda/Minutes-
Student Council 
Meetings 

Permanent Permanent   4 Years Permanent 

1  Annual Financial 
Reports 

Permanent Permanent   4 Years Permanent 

2 Bank Deposit 
Slips 

 4 Years 7 years For Audit Purposes   

3 Bank Statements 3 Years 7 Years For Audit Purposes   

3 Cash Collection 
Reports 

3 Years 4 Years Timing/Fiscal Year   

3 Cash Receipts/
Disbursements 
Journals 

3 Years Permanent Fiscal Accountability 4 Years Permanent 

3 Canceled Checks 
and Bank  
Reconciliation 

3 Years 7 Years For Audit Purposes   

3 Corresponding 
Ledgers (i.e.  
General Ledgers) 

3 Years Permanent Fiscal Accountability 4 Years Permanent 

3 Invoices - Vendors 3 Years 4 Years Timing/Fiscal Year   

3 Purchase Orders 
(Numerical, Alpha, 
etc.) 

3 Years 4 Years Timing/Fiscal Year   

3 Receipts 3 Years 7 Years For Audit Purposes   

3 State, Local Sales 
and Use Tax  
Return 

3 Years 4 Years Timing/Fiscal Year   

3 Stores Inventory 3 Years 4 Years Timing/Fiscal Year   

CLASS KEY: 
 
1 = Permanent Records. The original, or one exact copy shall be retained indefinitely.  
2 = Optional Records. Not required by law to be retained permanently, but deemed worthy of further 

preservation. 
3 = Disposable Records. Shall not be destroyed until after the third July 1 succeeding the completion 

of the audit required by the Education Code or any other legally required audit, or after the ending 
date of any retention period required by any agency other than the State of California, whichever is 
later. 

**Starting Fiscal Year 2008-09, all ASB records have been imaged. 

**If Imaged 
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The district governing board is responsible for the audit of all  

accounts including ASBs. The district should provide a continuing 

review through its own internal audit  

procedures. 

 

The audit should include a study of financial procedures, controls, and 

conformance to law as well as verification of accounts. The annual 

audit must be performed by a certified public accountant or a public 

accountant licensed by the state Board of Accountancy (Education 

Code Section 41020).  

 

Here are some helpful hints for a smooth audit process: 

 Keep a positive outlook on the audit. The auditors work for you 

and are there to help. And they are nice people. 

 Handle problems as they occur instead of waiting until year-end. 

 Keep open communication throughout the year with the district 

office and auditors. ASK QUESTIONS! 

 Keep your records well organized. 

 Assure all the items that the auditors will need are completed prior 

to setting up an appointment with them. 

 

Interim Audit: 

 Auditors may visit sites in the spring. 

 Auditors will be focusing on back-up for receipts and  

disbursements and a clear audit trail. 

 They will also ask you about internal controls. 

 

Year-End Audit: 

 Auditors review cash accounts (statements and reconciliations). 

 Auditors review financial statements for accuracy. 

 Material differences between current and prior year, budget and 

actual, will be investigated. 

 

Figure 8.1 provides a list of items to prepare for the annual audit. 

Chapter Eight - The Audit 
Audits of  
Student Body 
Accounts 
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Segregation 
of Duties 

Internal controls include the business plan of an organization and all 

the similar methods and measures adopted by a business to safeguard 

its assets; verification of the accuracy and reliability of its accounting 

data; and those procedures indicated in Chapters Four and Five. The 

main characteristics of internal control are: 

 Policies that communicate expectations 

 Documentation of systems and procedures 

 Individuals who are properly trained. 

 Segregation of duties  

 An organizational structure that provides for cross training of  

individuals  

 

Different individuals should perform the three general duties of  

management, accounting, and maintaining custody of student body 

funds. 

 Authorization to execute a transaction - This refers to the person 

who had authority and responsibility to initiate a transaction. 

(Student Council, Principal, Advisor) 

 Recording of the transaction - This refers to the accounting and 

record keeping function. (ASB Accountant) 

 Custody of the assets involved in the transaction - This duty refers 

to the actual physical possession or effective physical control of 

property. (Custodial)  

 

The idea underlying separation of these duties is that no one person 

should have two or three of the functional responsibilities. If a proper 

segregation exists, deliberate introduction of error is made more  

difficult because it would require collusion of two or more  

persons. Additionally, by acting in a coordinated manner, it is more 

likely that an innocent error will be found. 

 

An example of segregation of duty is having a person other than the 

one writing checks to reconcile the bank statement. Another example 

is the exclusion of the check writer as a signatory on the check. Weak 

internal controls are the most frequent reason for audit findings during 

the annual independent audit. At the end of the chapter is a sample 

form that can be used to test for proper internal controls. This form 

can be used as a self-evaluation tool. The correct answer to all  

questions is “yes”. A “no” answer would indicate an area of concern 

where improvement of internal controls should be addressed. 

 

If people object, remind 

them that internal controls 

are not just to protect  

assets, but people also. 

Internal 
Controls 
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Payables 

Check invoices for: 

 Mathematical accuracy 

 Receiving reports 

 Quantities 

 Original invoice 

Purchasing 

 Proper approvals obtained prior to order 

 Assure that funds are available prior to order 

 Pre-numbered PO‟s used 

 Purchases consolidated 

 Are the following functions segregated? 

 Accounting 

 Purchasing 

 Receiving 

 Approvals 

 

Cash Receipts 

 Pre-numbered receipts 

 Deposits made timely 

 Duplicate deposit slips 

 Bonded employees 

 Armored transport 

 Person opening mail should be different from record keeper 

 Locked fireproof safe should be used 

 Have two people counting cash 

 

Disbursements 

 Are there two signatures on checks? 

 Authorizing agent should be different from the writer of the check 

 Person reconciling account should not be a signer 

 Unused checks are properly safeguarded and controlled 

 Checks prevented from being pre-signed 

 Voided checks controlled and signature cut out 

 Checks used in numerical sequence 

 

Property, Plant and Equipment 

 Get proper approvals for capital expenditure 

 Have controls for adding and deleting from the inventory listing 

Common 
Internal  
Controls 
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Key Points for 
Administrators 

 Follow guidelines for obsolete or unused equipment 

 Communicate clearly policies regarding personal use of district 

property 

 Physical safeguards: 

 Mark all items (preferably engrave) 

 Keep fixed asset inventory listing 

 Update inventory listing once a year 

 

Physical Inventory 

 Conduct at least an annual count 

 Double count inventories by independent person 

 If summer school or year round school, consider counting at other 

than June 30 

 Differences between recorded amounts and actual counts should 

be investigated 

 

Warehouse 

 Limit physical access to warehouse 

 Ensure segregation of duties between those responsible for  

safeguarding inventory, purchasing, and receiving 

 High per dollar amount items should be secured separately 

 

Inventory 

 Warehouse controls 

 Inventory counts 

 Accounting safeguards 

 

Figure 8.2 provides a list of questions to help evaluate the ASB  

internal controls. 

 

 All expenditures are for students 

 All expenditures are approved by students 

 A clear audit trail exists for receipts and disbursements 

 Cash is safeguarded 

 Activities should meet the “newspaper” test  
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Figure 8.1: Items to Prepare for the Annual Audit 
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Figure 8.2: Internal Control Evaluation Checklist, pg 1 
School:  Fiscal year ending:  

  

 Yes No N/A 

General:    

1) Has the Governing Board of the District adopted rules and regulations by 
which the student body is governed? 

   

2) Is there a clear distinction of income and expenditures between the student 
body and the District funds? 

   

3) Do procedures ensure that trust funds will not be used to finance general 
student body activities? 

   

4) Is prompt action taken to recover deficits in trust accounts?    

5) Has the Governing Board established a policy for disposing of the trust 
balances of inactive student body organizations? 

   

6) Is equipment adequately controlled and recorded?    

7) Is the board‟s designee an authorized signatory on all the student body bank 
accounts? 

   

8) Is a general ledger maintained?    

9) Are monthly financial statements prepared?    

10) Are the monthly financial statements submitted to the district office?    

11) Is an annual budget prepared and adopted by the student governing body?    

12) Are minutes of student body meetings kept?    

13) Do minutes include authorization for all fund raising, expenditures, and other 
financial activities in detail? 

   

14) Are fund raising activities in accordance with those prescribed by the District?    

15) Are disbursements of student body funds specifically approved, item by item, 
and in the minutes? 

   

16) Are the activities of the student body reflected in the minutes?    

17) Does each recognized club have a constitution or charter on file with the ASB 
office? 

   

18) Are accounting controls for the clubs the same as for the general ASB?    

19) Are student store inventories reviewed periodically?    

20) Are monthly bank reconciliations prepared?    
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Figure 8.2: Internal Control Evaluation Checklist, pg 2 
 Yes No N/A 

1) Are employees handling cash, bonded?    

2) Are provisions made in the accounting records for accounts payable, 
accounts receivable and inventories? 

   

3) Is equipment inventoried and insured?    
    

Cash Receipts/Sales:    

1) Are all cash receipts recorded promptly when received?    

2) Are details as to the number of items receipted and the unit price recorded on 
the receipt? 

   

3) Is a summary or detail of amounts making up deposits retained for sufficient 
audit trail? 

   

4) Are shortages/overages handled as prescribed per established policy?    

5) Are pre-numbered tickets used for athletic and social events?    

6) Is control retained over unused tickets?    

7) Is control of ASB card sales maintained, including the number of cards issued 
and the beginning and ending numbers of the cards sold? 

   

8) Are commissions from vending machines sales received promptly when due?    

9) Is there an adequate separation of duties pertaining to cash transactions?    

10) Is cash maintained at the school properly safeguarded?    

11) Are cash receipts from student fundraising activities turned in promptly?    

12) Are deposits to the bank made timely and intact?    

13) Are cash records adequate to note account classification?     

14) Are all cash collections recorded promptly?    

15) Are pre-numbered receipts issued for all cash collections other than those 
recorded on a cash register? 

   

16) Is adequate control maintained over receipt books?    

17) Are potential tests prepared for the major revenue activities?    

a) Yearbook sales?    

b) Candy/drink sales?    

c) Picture sales?    

d) Sporting events?    
    

Cash Disbursements:    

1) Are all disbursements supported by original invoice (not a copy or fax) and by 
adequate receiving documentation? 
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Figure 8.2: Internal Control Evaluation Checklist, pg 3 
 Yes No N/A 

1) Are all checks drawn to a specific payee, i.e. no checks written to cash?    

2) Are general ASB funds spent to enhance the general welfare of the entire 
student body? 

   

3) Are there board policies in place which prohibit the following:    

a) Equipment, supplies, etc. for curricular or classroom use for District 
business? 

   

b) Repairs or maintenance of District owned equipment?    

c) Salaries or supplies which are the responsibility of the District?    

d) Gifts, loans, or purchase of accommodations for District employees?    

e) Contributions to charitable organizations?    

4) Are pre-numbered purchase orders or requisitions used and properly 
accounted for? If not, are expenditures approved before purchase is made? 

   

5) Are pre-numbered checks used and properly accounted for?    

6) Are all payments approved by the student representative, faculty advisor and 
district representative prior to payment? 

   

7) Do checks require double signature?    

8) Are payments made only after goods or services have been received?    

9) Are receiving documents signed by person who received the goods?    

10) Are bank statements reconciled promptly?    

11) Are voided checks retained?    

12) Are all expenditures approved by the student council?    
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Appendix A - Glossary 
Glossary - 
Terms Used 
in Accounting 

ACCOUNTING PERIOD - A period of time for which records 
are maintained and at the end of which financial statements are 
prepared covering the period (monthly, quarterly or annually). 

ACCOUNT NUMBERS - Numbers assigned to the ordinary  

titles of accounts for classification of accounts and ease of  

reference. 
 

ACCOUNTS PAYABLE - Amounts due and owed to private 
persons, business firms, governmental units, or others for 
goods received and services rendered prior to the end of the 
fiscal year. However, not paid before the period ended.  
Includes amounts billed but not paid. 
 
ACCOUNTS RECEIVABLE - Amounts due from private  
persons, business firms, governmental units, or others for 
goods received and services rendered prior to the end of the 
fiscal year. However, payment not received before the period 
ended. Includes amounts billed but not received. 
 

ASSETS - Anything owned that has value- tangible or  
intangible. 
 

ASSOCIATED STUDENT BODY - Any organization of  
students having as its purpose the conduct of activities on  
behalf of the students approved by the school authorities and 
not in conflict with the authority and responsibility of the public 
school officials. 
 

BALANCE SHEET - A statement that shows assets, liabilities, 
reserves and fund balance or fund deficit of an entity at a  
specific date and is properly classified to exhibit the financial 
condition of the entity as of that specific date. 
 

BANK CHARGES - Monthly charges made by banks to cover 
the expenses of handling depositor’s accounts. 

BUDGET - A plan of financial operation consisting of an  
estimate of proposed income and expenditures for a given  
period and purpose. 
 

BUDGETING - The process of allocating the available  
resources of an organization among potential activities to 
achieve the objectives of the organization; planning for the use 
of resources. 
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CANCELLED CHECKS - Checks that have been issued by the 
depositor and paid by the bank. 

CASH - Currency, checks, money orders, and banker’s drafts 
and bank deposits. 

CASH DISBURSEMENT JOURNAL - A special journal used 
for recording all cash disbursements. 

CASH IN BANK - Balances in bank accounts. 

CASH RECEIPTS JOURNAL - A special journal used for  
recording all cash receipts. 
 

CASH SHORT OR OVER - If the cash counted is less than the 
balance on the supporting document (register receipts, ticket 
sales, etc.), then the cash is short. If more, then the cash is 
over. A separate account is established to track the daily  
overage and shortage and cleared at year-end. 
 

CHART OF ACCOUNTS - A list of accounts, systematically  
arranged, applicable to a specific concern. All account names 
and numbers are listed in order. 
 

CHECK - A bill of exchange drawn on a bank payable on  
demand; a written order on a bank to pay on demand a specific 
sum of money to a named person or of money on deposit to the 
credit of the maker. 
 

CR - The abbreviation for CREDIT. 
 

CREDIT - The right side of a double-entry posting. The credit 
will reduce assets and expenditures and increase liabilities,  
income, and fund balance. 
 

DEBIT - The left side of a double-entry posting. The debit will 
increase assets and expenditures and reduce liabilities, income 
and fund balance. 
 

DEPOSITS IN TRANSIT - Any deposit recorded on the books 
but not shown on the bank statement. 
 

DISBURSEMENTS - Payment by currency or check. 
 

DOUBLE ENTRY - A system of bookkeeping that requires an 
amount credited for every corresponding amount debited. 
Thus, the double-entry ledger maintains equality of debits and 
credits. 
 

DR - The abbreviation for DEBIT. 
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ESTIMATED INCOME - Expected receipts or accruals of  
monies during a given period. 
 

FISCAL YEAR - A period of one year, the beginning and  
ending dates of which are fixed by statute. In California, the  
fiscal year for school districts and ASBs is the period beginning 
July 1 and ending June 30. 
 

GENERAL JOURNAL - A journal used primarily for opening, 
adjusting, accruing and closing entries. Transactions of a less 
routine and frequent nature are recorded in the general journal. 
 

GENERAL LEDGER - A book, file, or other device in which  
accounts are kept to the degree of detail necessary to  
summarize the financial transactions of an organization. 
 

INCOME - Receipts for money from the sale of goods or  
services, or as receipts from fundraising activities or  
investments. 
 

INTEREST—A fee charged a borrower for the use of money. 
 

JOURNAL - Any accounting record in which the financial  
transactions of an organization are formally recorded for the 
first time; e.g., the cash receipts book and the check register. 
 

LEDGER - A group of accounts in which are recorded the  
financial transactions of an organization. 
 

LIABILITIES - Legal obligations that are unpaid. 
 

OUTSTANDING CHECKS - Checks that have been issued by 
the depositor but have not been presented for payment at the 
bank and do not appear on the bank statement. 
 

PETTY CASH - A sum of money set aside for the purpose of 
making change or immediate payments of small amounts. 
 

PURCHASE ORDER - A document which, issued to a vendor, 
authorizes the delivery of specified merchandise or the  
performance of certain services and the making of a charge for 
them. 
 

TRIAL BALANCE - A list of the balances of the accounts in a 
ledger kept by double entry, with the debit and credit balances 
shown in separate columns. If the totals of the debit and credit 
columns are equal, the ledgers from which the figures are  
taken are said to be ―in balance‖. 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Glossary 
 

108 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Appendix B 
 

109 

§320.5. Charitable Raffles 

 

320.5. (a) Nothing in this chapter applies to any raffle conducted by 

an eligible organization as defined in subdivision (c) for the purpose 

of directly supporting beneficial or charitable purposes or financially 

supporting another private, nonprofit, eligible organization that  

performs beneficial or charitable purposes if the raffle is conducted in 

accordance with this section. 

 

(b) For purposes of this section, "raffle" means a scheme for the  

distribution of prizes by chance among persons who have paid money 

for paper tickets that provide the opportunity to win these prizes, 

where all of the following are true: 

 

(1) Each ticket is sold with a detachable coupon or stub, and both the 

ticket and its associated coupon or stub are marked with a unique and 

matching identifier. 

 

(2) Winners of the prizes are determined by draw from among the 

coupons or stubs described in paragraph (1) that have been detached 

from all tickets sold for entry in the draw. 

 

(3) The draw is conducted in California under the supervision of a 

natural person who is 18 years of age or older. 

 

(4)(A) At least 90 percent of the gross receipts generated from the 

sale of raffle tickets for any given draw are used by the eligible  

organization conducting the raffle to benefit or provide support for 

beneficial or charitable purposes, or it may use those revenues to  

benefit another private, nonprofit organization, provided that an  

organization receiving these funds is itself an eligible organization as 

defined in subdivision (c). As used in this section, "beneficial  

purposes" excludes purposes that are intended to benefit officers,  

directors, or members, as defined by Section 5056 of the Corporations 

Code, of the eligible organization. In no event shall funds raised by 

raffles conducted pursuant to this section be used to fund any  

beneficial, charitable, or other purpose outside of California. This  

section does not preclude an eligible organization from using funds 

from sources other than the sale of raffle tickets to pay for the  

administration or other costs of conducting a raffle. 

 

(B) An employee of an eligible organization who is a direct seller of 

Applicable 
Penal Codes 

Appendix B - Legal Codes 
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raffle tickets shall not be treated as an employee for purposes of 

workers' compensation under Section 3351 of the Labor Code if the 

following conditions are satisfied: 

 

(i) Substantially all of the remuneration (whether or not paid in cash) 

for the performance of the service of selling raffle tickets is directly 

related to sales rather than to the number of hours worked. 

 

(ii) The services performed by the person are performed pursuant to a 

written contract between the seller and the eligible organization and 

the contract provides that the person will not be treated as an  

employee with respect to the selling of raffle tickets for workers'  

compensation purposes. 

 

(C) For purposes of this section, employees selling raffle tickets shall 

be deemed to be direct sellers as described in Section 650 of the  

Unemployment Insurance Code as long as they meet the requirements 

of that section. 

 

(c) For purposes of this section, "eligible organization" means a  

private, nonprofit organization that has been qualified to conduct 

business in California for at least one year prior to conducting a raffle 

and is exempt from taxation pursuant to Sections 23701a, 23701b, 

23701d, 23701e, 23701f, 23701g, 23701k, 23701l, 23701t, or 23701w 

of the Revenue and Taxation Code. 

 

(d) Any person who receives compensation in connection with the 

operation of the raffle shall be an employee of the eligible  

organization that is conducting the raffle, and in no event may  

compensation be paid from revenues required to be dedicated to  

beneficial or charitable purposes. 

 

(e) No raffle otherwise permitted under this section may be conducted 

by means of, or otherwise utilize, any gaming machine, apparatus, or 

device, whether or not that machine, apparatus, or device meets the 

definition of slot machine contained in Section 330a, 330b, or 330.1. 

 

(f) (1)No raffle otherwise permitted under this section may be  

conducted, nor may tickets for a raffle be sold, within an operating 

satellite wagering facility or racetrack inclosure licensed pursuant to 

the Horse Racing Law (Chapter 4 (commencing with Section 19400) 

of Division 8 of the Business and Professions Code) or within a  

gambling establishment licensed pursuant to the Gambling Control 

Act (Chapter 5 (commencing with Section 19800) of Division 8 of the 

Business and Professions Code). 

     (2) A raffle may not be operated or conducted in any manner over 
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the Internet, nor may raffle tickets be sold, traded, or redeemed over 

the Internet. For purposes of this paragraph, an eligible organization 

shall not be deemed to operate or conduct a raffle over the Internet, or 

sell raffle tickets over the Internet, if the eligible organization  

advertises its raffle on the Internet or permits others to do so.  

Information that may be conveyed on an Internet Web site pursuant to 

this paragraph includes, but is not limited to, all of the following: 

   (A) Lists, descriptions, photographs, or videos of the raffle prizes. 

   (B) Lists of the prize winners. 

   (C) The rules of the raffle. 

   (D) Frequently asked questions and their answers. 

   (E) Raffle entry forms, which may be downloaded from the Internet 

    Web site for manual completion by raffle ticket purchasers, but   

    shall not be submitted to the eligible organization through the  

    Internet. 

   (F) Raffle contact information, including the eligible organization‟s  

    name, address, telephone number, facsimile number, or email  

    address. 

 

(g) No individual, corporation, partnership, or other legal entity shall 

hold a financial interest in the conduct of a raffle, except the eligible 

organization that is itself authorized to conduct that raffle, and any 

private, nonprofit, eligible organizations receiving financial support 

from that charitable organization pursuant to subdivisions (a) and (b). 

 

(h) (1) An eligible organization may not conduct a raffle authorized 

under this section, unless it registers annually with the Department of 

Justice. The department shall furnish a registration form via the  

Internet or upon request to eligible nonprofit organizations. The  

department shall, by regulation, collect only the information  

necessary to carry out the provisions of this section on this form.  

This information shall include, but is not limited to, the following: 

 

(A) The name and address of the eligible organization. 

 

(B) The federal tax identification number, the corporate number  

issued by the Secretary of State, the organization number issued by 

the Franchise Tax Board, or the California charitable trust  

identification number of the eligible organization. 

 

(C) The name and title of a responsible fiduciary of the organization. 

 

(2) The department may require an eligible organization to pay an  

annual registration fee of ten dollars ($10) to cover the actual costs of 

the department to administer and enforce this section. The department 
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may, by regulation, adjust the annual registration fee as needed to  

ensure that revenues willfully offset, but do not exceed, the actual 

costs incurred by the department pursuant to this section. The fee 

shall be deposited by the department into the General Fund. 

 

(3) The department shall receive General Fund moneys for the costs 

incurred pursuant to this section subject to an appropriation by the 

Legislature. 

 

(4)The department shall adopt regulations necessary to effectuate this 

section, including emergency regulations, pursuant to the  

Administrative Procedure Act (Chapter 3.5 (commencing with  

Section 11340) of Part 1 of Division 3 of Title 2 of the Government 

Code). 

 

(5) The department shall maintain an automated data base of all  

registrants. Each local law enforcement agency shall notify the  

department of any arrests or investigation that may result in an  

administrative or criminal action against a registrant. The department 

may audit the records and other documents of a registrant to ensure 

compliance with this section. 

 

(6) Once registered, an eligible organization must file annually  

thereafter with the department a report that includes the following: 

 

(A) The aggregate gross receipts from the operation of raffles. 

 

(B) The aggregate direct costs incurred by the eligible organization 

from the operation of raffles. 

 

(C) The charitable or beneficial purposes for which proceeds of the 

raffles were used, or identify the eligible recipient organization to 

which proceeds were directed, and the amount of those proceeds. 

 

(7) The department shall annually furnish to registrants a form to  

collect this information. 

 

(8)The registration and reporting provisions of this section do not  

apply to any religious corporation sole or other religious corporation 

or organization that holds property for religious purposes, to a  

cemetery corporation regulated under Chapter 19 of Division 3 of the  

Business and Professions, or to any committee as defined in Section 

82013 that is required to and does file any statement pursuant to the 

provisions of Article 2 (commencing with Section 84200) of Chapter 

4 of Title 9, or to a charitable corporation organized and operated  

primarily as a religious organization, educational institution, hospital, 
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or a health care service plan licensed pursuant to Section 1349 of the 

Health and Safety Code. 

 

(i) The department may take legal action against a registrant if it  

determines that the registrant has violated this section or any  

regulation adopted pursuant to this section, or that the registrant has 

engaged in any conduct that is not in the best interests of the public's 

health, safety, or general welfare. Any action taken pursuant to this 

subdivision does not prohibit the commencement of an administrative 

or criminal action by the Attorney General, a district attorney, city 

attorney, or county counsel. 

 

(j) Each action and hearing conducted to deny, revoke, or suspend a 

registry, or other administrative action taken against a registrant shall 

be conducted pursuant to the Administrative Procedure Act (Chapters 

4.5 and 5 (commencing with Section 11340) of Part 1 of Division 3 of 

Title 2 of the Government Code). The department may seek recovery 

of the costs incurred in investigating or prosecuting an action against 

a registrant or applicant in accordance with those procedures specified 

in Section 125.3 of the Business and Professions Code. A proceeding 

conducted under this subdivision is subject to judicial review pursuant 

to Section 1094.5 of the Code of Civil Procedure. 

 

(k) The Department of Justice shall conduct a study and report to the 

Legislature by December 31, 2003, on the impact of this section on 

raffle practices in California. Specifically, the study shall include, but 

not be limited to, information on whether the number of raffles has 

increased, the amount of money raised through raffles and whether 

this amount has increased, whether there are consumer complaints, 

and whether there is increased fraud in the operation of raffles. 

 

(l) This section shall become operative on July 1, 2001. 

 

(m) A raffle shall be exempt from this section if it satisfies all of the 

following requirements: 

 

(1) It involves a general and indiscriminate distributing of the tickets. 

 

(2) The tickets are offered on the same terms and conditions as the 

tickets for which a donation is given. 

 

(3) The scheme does not require any of the participants to pay for a 

chance to win.  
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§410. Title and Scope 

 

This chapter shall be known as the Department of Justice Regulations 

for the Non-Profit Raffle Program. These regulations implement,  

interpret and make specific the establishment of a registration and  

reporting program for specified non-profit organizations, as required 

by Penal Code section 320.5, enacted by statute in 2000 and effective 

July 1, 2001. These regulations apply to any eligible organization, as 

defined in Penal Code section 320.5(c), which conducts a raffle as 

defined in Penal Code section 320.5(b) on or after July 1, 2001. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§411. Definitions 

 

The following definitions shall be applicable when used in these  

regulations: 

 

(a)“Administrative information” means any information reasonably 

necessary for the Department of Justice to maintain in the  

performance of the duties required by Penal Code section 320.5.  

Such information includes, but is not limited to, the date a  

Registration application or report is received, the date the  

registration takes effect, and the expiration date of the registration. 

 

(b) “Attorney General” means the California Attorney General or any 

employee of the Attorney General acting under the authority of the 

Attorney General. 

 

(c) “Department of Justice” means the California Department of  

Justice (DOJ) or any employee of the DOJ acting under the authority 

of the DOJ. 

 

(d) “Eligible Organization” means a non-profit organization as  

defined in Penal Code section 320.5(c) and excludes those entities 

specified in Penal Code section 320.5(h). 

 

(e) “Fee” means the fee established by the DOJ as authorized by  

Penal Code section 320.5(h). 

 

(f) “Non-Profit Raffle Program” means all information, documents 

and other material filed with or maintained by the DOJ, including  

registration applications and electronic databases, reports and any 

processes, procedures or other means of effectuating the   

requirements of Penal Code section 320.5. 
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(g) “Raffle” is defined in Penal Code section 320.5(b). 

 

(h) “Registrant” means an eligible organization which has filed an 

application to be registered in the Non-Profit Raffle Program. 

 

(i) “Registration Application” or “Registration Form” means Form  

ct-NRP-1 (5/2002) which is incorporated by reference. 

 

(j) “Report” means the completed Form ct-NRP-2 (5/2002) (which is 

incorporated by reference) that has been signed by a responsible  

fiduciary of the registrant declaring that the information therein is true 

and complete. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§415. Registration 

 

Every eligible organization shall, prior to conducting any raffle in 

California, be registered with the DOJ in the Non-Profit Raffle  

Program. The organization shall submit a registration application on 

Form ct-NRP-1 (5/2002), the form prescribed by the DOJ, which shall 

contain all of the information required, including a statement signed 

by a responsible fiduciary of the eligible organization (such as an  

officer or director of the organization) attesting that the information 

provided is true and correct. The application shall be submitted in the 

manner required by these regulations. The registration application and 

the required fee shall be submitted to the address set forth in section 

416. 

 

The DOJ will establish an electronic form as a means of entering  

registration information via the Internet. An applicant who uses the 

Internet shall enter the required information electronically, print the 

form, sign it and submit it with the required fee to the address  

specified in section 416. The DOJ shall, after receipt of the  

registration application form, add to the registration application form 

any administrative information, as defined in section 411(a) of these 

regulations, which is reasonably necessary to administer or maintain 

the Program. An eligible organization is not registered until it has  

received written confirmation from the DOJ as provided in section 

422. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 
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§416. Place of Filing 

 

The address to be used for delivery and receipt of mail, information, 

registration applications, amendments, fees, reports and other material 

required by Penal Code section 320.5 is: 

 

DEPARTMENT OF JUSTICE 

ATTN.: NON-PROFIT RAFFLE PROGRAM 

1300 I STREET 

P.O. Box 903447 

SACRAMENTO, CA 94203-4470 

 

The telephone number to be used for inquiries relating to the Non-

Profit Raffle Program is (916) 445-2021. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§417. Time of Registration 

 

If an eligible organization expects to conduct a raffle between July 1, 

2001 and August 31, 2002, it shall submit a registration application 

which shall be postmarked or hand-delivered to the address specified 

in section form and registration fee must be submitted by September 1 

of each year (i.e., September 1 through August 31) during which a 

raffle is expected to be conducted. If an eligible organization which is 

not registered determines after September 1 of any year that it will 

conduct a raffle during the year (September 1 through August 31), the 

organization shall submit its registration application at least 60 days 

before the date the raffle is held. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§418. Fee for Registration 

 

The registration fee shall be determined by the DOJ. The fee is $20 

for the initial one-year registration period. As provided in section 

320.5 of the Penal Code, the fee may be increased as  

necessary to cover the actual costs of the Department of Justice to  

administer and enforce Penal Code section 320.5. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 
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§419. Registration Applications – Time for Processing 

 

(a) Within 30 calendar days after the date of receipt of a registration 

application, the DOJ shall either inform the applicant, in writing, that 

the application is complete and accepted for filing, or shall return the 

application as deficient and specify how the application is deficient 

and what information is required. If an application is returned because 

it is deficient, any fee submitted shall also be returned.  

(b) Within 30 calendar days after the date of receipt of a completed 

application, including the required fee, the DOJ shall reach a decision 

whether to issue or deny the registration, unless the time is waived by 

the applicant, and shall inform the applicant in writing of the decision.  

 

Note: Authority cited: Section 15376, Government Code; and  

Section 320.5, Penal Code. Reference: Section 15376, Government 

Code; and Section 320.5, Penal Code.  

 

§ 419.1. Appeal Process.  

(a) If the DOJ fails to meet the time periods for concluding the  

processing of an application, the applicant may apply in writing for a 

full refund of the application fee. The request must be received by the 

DOJ within 20 calendar days from the date of mailing of the final  

decision granting or denying the application.  

 

(b) The DOJ shall respond within 15 calendar days from the date of 

receipt of a request for a refund.  

 

(c) If the refund is denied, the applicant may directly appeal the denial 

in writing to the Attorney General. The appeal must be filed within 25 

calendar days from the date of mailing of the denial of the refund. The 

appeal shall set forth a short statement of facts and a chronology of 

events regarding the application.  

 

(d) The appeal in subsection (c) of this section will be promptly  

reviewed, and a decision will be issued within 30 calendar days from 

the completion of any investigation which the Attorney General 

deems appropriate. The appeal in subsection (c) of this section will be 

decided in the applicant's favor if the DOJ has exceeded its maximum 

time period for the issuance or denial of the registration application, 

and the DOJ has failed to establish good cause for exceeding this time 

period.  
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(e) The DOJ will provide information regarding this appeal process 

on the registration application Form ct-NRP-1 (5/2002).  

 

Note: Authority cited: Section 15378, Government Code; and  

Section 320.5, Penal Code. Reference: Section 15378, Government 

Code; and Section 320.5, Penal Code.  

 

§ 419.2. Denial, Revocation or Suspension of Registration.  

 

(a) The DOJ may deny any registration application and may revoke or 

suspend any registration it has issued if the applicant:  

(1) Submits false or misleading information in the application.  

(2) Fails to meet or comply with any requirements set forth in Penal 

Code section 320.5 or these regulations. 

  

(3) Engages in any conduct that is not in the best interests of the  

public's health, safety or general welfare.  

 

(b) If the DOJ denies an application or revokes or suspends a  

registration it has issued, the DOJ shall inform the applicant in writing 

of the reasons for the denial, revocation or suspension.  

 

(c) The eligible organization may reapply when it has remedied the 

matters which caused the denial, revocation or suspension.  

 

Note: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code.  

§ 419.3. Appeal of Denial, Revocation or Suspension.  

Each denial, revocation, or suspension of a registration, or any other 

administrative action taken against an applicant or registrant, shall be 

subject to Penal Code section 320.5(j).  

Note: Authority cited: Section 320.5(h), Penal Code. Reference:  

Section 320.5, Penal Code. 

 

§420. Reporting Requirements 

 

Every eligible organization that is registered shall file, on or before 

September 1 of each year, a report with the DOJ at the address set 

forth in section 416 on Form ct-NPR-2 (5/2002), the form designated 

by the DOJ for each raffle conducted, which shall contain all of the 

required information, including a statement signed by a responsible 

fiduciary of the eligible organization attesting that the information 

provided is true and correct. The report shall be submitted in the  
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manner required by these regulations. 

 

The DOJ will establish an electronic means of submitting the  

reporting information via the Internet. A registrant who uses the  

Internet shall enter the required information on the electronic form, 

print the form, sign it and submit it to the address specified in section  

416. The DOJ shall, after receipt of the report form, add to the report 

form any administrative information, as defined in section 411(a) of 

these regulations, which is reasonably necessary to administer or 

maintain the Program. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§421. Non-Profit Raffle Program 

 

The DOJ shall maintain copies of all registration applications  

accepted for filing and copies of all reports provided pursuant to  

section 320.5 of the Penal Code, which together shall constitute the 

Non-Profit Raffle Program required by section 320.5 of the Penal 

Code. The DOJ may retain the foregoing information in electronic 

form so long as actual copies are archived and retrievable for the peri-

od prescribed by law. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§422. Proof of Registration 

 

After the DOJ has approved a registration application, the DOJ shall 

provide written confirmation to the eligible organization that it is reg-

istered. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§423. Conduct of Raffles 

 

After July 1, 2001, a raffle may be conducted by an eligible  

organization, provided the organization is registered with the  

DOJ as provided in section 320.5 of the Penal Code and these  

regulations. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Sections 320.5, Penal Code. 
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§424. Penalties for False Registration or Misrepresentation 

 

An eligible organization that submits false or misleading information 

in the registration application, or fails to provide required information 

in either the registration form or the raffle report form shall be subject 

to denial, revocation or suspension of its registration. Each instance of  

a misrepresentation, submission of false information, or failure to 

submit required information in the registration or reporting process 

shall constitute a separate violation. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§425. Requests by Attorney General 

 

Eligible organizations shall furnish all information, documents and 

other records requested by the DOJ pursuant to Penal Code section 

320.5(h) in order to establish and maintain the Non-Profit Raffle Pro-

gram. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code. 

 

§426. Inquiries and Investigations 

 

Eligible organizations shall cooperate fully with any inquiry or  

investigation that may be undertaken by the DOJ to enforce the  

provisions of Penal Code section 320.5. 

 

NOTE: Authority cited: Section 320.5(h), Penal Code. Reference: 

Section 320.5, Penal Code  
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Applicable 
Education 
Codes 

§35182.5. Sales of Non-nutritious Foods and Beverages 

 

(a) The Legislature finds and declares all of the following: 

 

(1) State and federal laws require all schools participating in meal 

programs to provide nutritious food and beverages to pupils. 

 

(2) State and federal laws restrict the sale of food and beverages in 

competition with meal programs to enhance the nutritional goals for 

pupils, and to protect the fiscal and nutritional integrity of the school 

food service programs. 

 

(3)Parents, pupils, and community members should have the  

opportunity to ensure, through the review of food and beverage  

contracts, that food and beverages sold on school campuses provide 

nutritious sustenance to pupils, promote good health, help pupils 

learn, provide energy, and model fit living for life.  

 

(b) For the purposes of this section, the following terms have the 

following meanings: 

 

(1) "Nonnutritious beverages" means any beverage that is not any 

of the following: 

   (A) Drinking water. 

   (B) Milk, including, but not limited to, chocolate milk, soy milk, 

rice milk, and other similar dairy or nondairy milk. 

   (C) An electrolyte replacement beverage that contains 42 grams or 

less of added sweetener per 20 ounce serving. 

   (D) A 100 percent fruit juice, or fruit-based drink that is composed 

of 50 percent or more fruit juice and that has no added sweeteners. 

    

(2) "Added sweetener" means any additive that enhances the sweet-

ness of the beverage, including, but not limited to, added sugar, but 

does not include the natural sugar or sugars that are contained within 

any fruit juice that is a component of the beverage. 

 

(3) "Nonnutritious food" means food that is not sold as part of the 

school breakfast or lunch program as a full meal, and that meets any 

of the following standards: 

   (A) More than 35 percent of its total calories are from fat. 

   (B) More than 10 percent of its total calories are from saturated fat. 

   (C) More than 35 percent of its total weight is composed of sugar. 

 

This subparagraph does not apply to the sale of fruits or vegetables. 
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(c) The governing board of a school district may not do any of the 

following: 

 

(1) Enter into or renew a contract or permit a school within the district 

to enter into or renew a contract that grants exclusive or nonexclusive 

advertising or grants the right to the exclusive or nonexclusive sale of 

carbonated beverages or nonnutritious beverages or nonnutritious 

food within the district to a person, business, or corporation, unless 

the governing board of the school district does all of the following: 

   (A) Adopts a policy after a public hearing of the governing board to 

ensure that the district has internal controls in place to protect the  

integrity of the public funds and to ensure that funds raised benefit 

public education, and that the contracts are entered into on a  

competitive basis pursuant to procedures contained in Section 20111 

of the Public Contract Code or through the issuance of a Request for 

Proposal. 

   (B) Provides to parents, guardians, pupils, and members of the  

public the opportunity to comment on the contract by holding a public 

hearing on the contract during a regularly scheduled board meeting. 

The governing board shall clearly, and in a manner recognizable to 

the general public, identify in the agenda the contract to be discussed 

at the meeting. 

    

(2) Enter into a contract that prohibits a school district employee from 

disparaging the goods or services of the party contracting with the 

school board. 

 

(3)Enter into a contract or permit a school within the district to enter 

into a contract for electronic products or services that requires the  

dissemination of advertising to pupils, unless the governing board of 

the school district does all of the following: 

   (A) Enters into the contract at a noticed public hearing of the  

governing board. 

   (B) Makes a finding that the electronic product or service in  

question is or would be an integral component of the education of  

pupils. 

   (C) Makes a finding that the school district cannot afford to provide 

the electronic product or service unless it contracts to permit  

dissemination of advertising to pupils. 

   (D) Provides written notice to the parents or guardians of pupils that 

the advertising will be used in the classroom or other learning centers.  

This notice shall be part of the district's normal ongoing  

communication to parents or guardians. 

   (E) Offers the parents the opportunity to request in writing that the 

pupil not be exposed to the program that contains the advertising.  

Any request shall be honored for the school year in which it is  
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submitted, or longer if specified, but may be withdrawn by the parents 

or guardians at any time. 

    

(d) A governing board may meet the public hearing requirement set 

forth in subparagraph (B) of paragraph (1) of subdivision (c) for 

those contracts that grant the right to the exclusive or nonexclusive 

sale of carbonated beverages or nonnutritious beverages or  

nonnutritious food within the district, by either of the following: 

 

(1) Review of the contract at a public hearing by a Child Nutrition 

and Physical Activity Advisory Committee established pursuant to 

Section 49433 that has contract review authority for the sale of food 

and beverages. 

 

(2) (A) An annual public hearing to review and discuss existing and 

potential contracts for the sale of food and beverages on campuses, 

including food and beverages sold as full meals, through competitive 

sales, as fundraisers, and through vending machines.  

 

(B) The public hearing shall include, but not be limited to, a  

discussion of all of the following: 

   (i) The nutritional value of food and beverages sold within the  

district. 

   (ii) The availability of fresh fruit, vegetables, and grains in school 

meals and snacks, including, but not limited to, locally grown and  

organic produce. 

   (iii) The amount of fat, sugar, and additives in the food and 

beverages discussed. 

   (iv) Barriers to pupil participation in school breakfast and lunch 

programs. 

 

(C) A school district that holds an annual public hearing consistent 

with this paragraph is not released from the public hearing  

requirements set forth in subparagraph (B) of paragraph (1) of  

subdivision (c) for those contracts not discussed at the annual public 

hearing. 

   (e) The governing board of the school district shall make accessible 

to the public any contract entered into pursuant to paragraph (1) of 

subdivision (c) and may not include in that contract a confidentiality 

clause that would prevent a school or school district from making any 

part of the contract public. 

   (f) The governing board of a school district may sell advertising, 

products, or services on a nonexclusive basis. 

   (g) The governing board of a school district may post public signs 

indicating the district's appreciation for the support of a person or 

business for the district's education program. 
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§41019. Cost of Transporting Money to and from Banks 

 

The governing board of any school district which maintains clearing 

accounts, cafeteria accounts, and other accounts in a bank or banks, 

pursuant to Section 41017 or 39892, or pursuant to any other  

provisions of law, may contract and pay for the expenses of  

transporting money to and from such bank or banks.  

(Stats. 1976, c. 1010, §2.) 

 

§41020. Requirement for Annual Audit 

 

(a) It is the intent of the Legislature to encourage sound fiscal  

management practices among local educational agencies for the 

most efficient and effective use of public funds for the education of 

children in California by strengthening fiscal accountability at the 

district, county, and state levels. 

(b) (1) Not later than the first day of May of each fiscal year, each 

county superintendent of schools shall provide for an audit of 

all funds under his or her jurisdiction and control and the governing 

board of each local educational agency shall either provide for an 

audit of the books and accounts of the local educational agency, 

including an audit of income and expenditures by source of funds, or 

make arrangements with the county superintendent of schools having 

jurisdiction over the local educational agency to provide for that 

auditing. 

   (2) A contract to perform the audit of a local educational agency 

that has a disapproved budget or has received a negative 

certification on any budget or interim financial report during the 

current fiscal year or either of the two preceding fiscal years, or 

for which the county superintendent of schools has otherwise 

determined that a lack of going concern exists, is not valid unless 

approved by the responsible county superintendent of schools and the 

governing board. 

   (3) If the governing board of a local educational agency has not 

provided for an audit of the books and accounts of the local 

educational agency by April 1, the county superintendent of schools 

having jurisdiction over the local educational agency shall provide 

for the audit of each local educational agency. 

   (4) An audit conducted pursuant to this section shall comply fully 

with the Government Auditing Standards issued by the Comptroller 

General of the United States. 

   (5) For purposes of this section, "local educational agency" does 

not include community colleges. 

 (c) Each audit conducted in accordance with this section shall 

include all funds of the local educational agency, including the 

student body and cafeteria funds and accounts and any other funds 
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under the control or jurisdiction of the local educational agency. 

Each audit shall also include an audit of pupil attendance 

procedures.  

(d) All audit reports for each fiscal year shall be developed and 

reported using a format established by the Controller after 

consultation with the Superintendent and the Director of Finance. 

(e) (1) The cost of the audits provided for by the county 

superintendent of schools shall be paid from the county school 

service fund and the county superintendent of schools shall transfer 

the pro rata share of the cost chargeable to each district from 

district funds. 

   (2) The cost of the audit provided for by a governing board shall 

be paid from local educational agency funds. The audit of the funds 

under the jurisdiction and control of the county superintendent of 

schools shall be paid from the county school service fund. 

(f) (1) The audits shall be made by a certified public accountant 

or a public accountant, licensed by the California Board of 

Accountancy, and selected by the local educational agency, as 

applicable, from a directory of certified public accountants and 

public accountants deemed by the Controller as qualified to conduct 

audits of local educational agencies, which shall be published by the 

Controller not later than December 31 of each year. 

   (2) Commencing with the 2003-04 fiscal year and except as  

provided in subdivision (d) of Section 41320.1, it is unlawful for a 

public accounting firm to provide audit services to a local educational 

agency if the lead audit partner, or coordinating audit partner, 

having primary responsibility for the audit, or the audit partner 

responsible for reviewing the audit, has performed audit services for 

that local educational agency in each of the six previous fiscal 

years. The Education Audits Appeal Panel may waive this  

requirement if the panel finds that no otherwise eligible auditor is 

available to perform the audit. 

   (3) It is the intent of the Legislature that, notwithstanding 

paragraph (2), the rotation within public accounting firms conform to 

provisions of the federal Sarbanes-Oxley Act of 2002 (P.L. 107-204; 

15 U.S.C. Sec. 7201 et seq.), and upon release of the report required 

by the act of the Comptroller General of the United States 

addressing the mandatory rotation of registered public accounting 

firms, the Legislature intends to reconsider the provisions of 

paragraph (2). In determining which certified public accountants and 

public accountants shall be included in the directory, the Controller 

shall use the following criteria: 

 

   (A) The certified public accountants or public accountants shall 

be in good standing as certified by the Board of Accountancy. 

   (B) The certified public accountants or public accountants, as a 
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result of a quality control review conducted by the Controller 

pursuant to Section 14504.2, shall not have been found to have 

conducted an audit in a manner constituting noncompliance with 

subdivision (a) of Section 14503. 

(g) (1) The auditor's report shall include each of the following: 

   (A) A statement that the audit was conducted pursuant to standards 

and procedures developed in accordance with Chapter 3 (commencing 

with Section 14500) of Part 9 of Division 1 of Title 1. 

   (B) A summary of audit exceptions and management improvement 

recommendations. 

   (C) Each audit of a local educational agency shall include an 

evaluation by the auditor on whether there is substantial doubt about 

the ability of the local educational agency to continue as a going 

concern for a reasonable period of time. This evaluation shall be 

based on the Statement of Auditing Standards (SAS) No. 59, as issued 

by the AICPA regarding disclosure requirements relating to the 

ability of the entity to continue as a going concern. 

   (2) To the extent possible, a description of correction or plan of 

correction shall be incorporated in the audit report, describing the 

specific actions that are planned to be taken, or that have been 

taken, to correct the problem identified by the auditor. The 

descriptions of specific actions to be taken or that have been taken 

shall not solely consist of general comments such as "will  

implement," "accepted the recommendation," or "will discuss at a  

later date." 

(h) Not later than December 15, a report of each local educational 

agency audit for the preceding fiscal year shall be filed with the 

county superintendent of schools of the county in which the local 

educational agency is located, the department, and the Controller. 

The Superintendent shall make any adjustments necessary in future 

apportionments of all state funds, to correct any audit exceptions 

revealed by those audit reports. 

 

(i) (1) Commencing with the 2002-03 audit of local educational 

agencies pursuant to this section and subdivision (d) of Section 

41320.1, each county superintendent of schools shall be responsible 

for reviewing the audit exceptions contained in an audit of a local 

educational agency under his or her jurisdiction related to 

attendance, inventory of equipment, internal control, and any 

miscellaneous items, and determining whether the exceptions have 

been either corrected or an acceptable plan of correction has been 

developed. 

   (2) Commencing with the 2004-05 audit of local educational 

agencies pursuant to this section and subdivision (d) of Section 

41320.1, each county superintendent of schools shall include in the 

review of audit exceptions performed pursuant to this subdivision 
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those audit exceptions related to use of instructional materials 

program funds, teacher misassignments pursuant to Section 44258.9, 

information reported on the school accountability report card 

required pursuant to Section 33126 and shall determine whether the 

exceptions are either corrected or an acceptable plan of correction 

has been developed. 

(j) Upon submission of the final audit report to the governing 

board of each local educational agency and subsequent receipt of the 

audit by the county superintendent of schools having jurisdiction 

over the local educational agency, the county office of education 

shall do all of the following: 

   (1) Review audit exceptions related to attendance, inventory of 

equipment, internal control, and other miscellaneous exceptions. 

Attendance exceptions or issues shall include, but not be limited to, 

those related to revenue limits, adult education, and independent 

study. 

   (2) If a description of the correction or plan of correction has 

not been provided as part of the audit required by this section, then 

the county superintendent of schools shall notify the local 

educational agency and request the governing board of the local 

educational agency to provide to the county superintendent of schools 

a description of the corrections or plan of correction by March 15. 

   (3) Review the description of correction or plan of correction and 

determine its adequacy. If the description of the correction or plan 

of correction is not adequate, the county superintendent of schools 

shall require the local educational agency to resubmit that portion 

of its response that is inadequate. 

 

(k) Each county superintendent of schools shall certify to the 

Superintendent and the Controller, not later than May 15, that his or 

her staff has reviewed all audits of local educational agencies 

under his or her jurisdiction for the prior fiscal year, that all 

exceptions that the county superintendent was required to review 

were reviewed, and that all of those exceptions, except as otherwise 

noted in the certification, have been corrected by the local 

educational agency or that an acceptable plan of correction has been 

submitted to the county superintendent of schools. In addition, the 

county superintendent shall identify, by local educational agency, 

any attendance-related audit exception or exceptions involving state 

funds, and require the local educational agency to which the audit 

exceptions were directed to submit appropriate reporting forms for 

processing by the Superintendent. 

   (l) In the audit of a local educational agency for a subsequent 

year, the auditor shall review the correction or plan or plans of 

correction submitted by the local educational agency to determine if 

the exceptions have been resolved. If not, the auditor shall 
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immediately notify the appropriate county office of education and the 

department and restate the exception in the audit report. After 

receiving that notification, the department shall either consult with 

the local educational agency to resolve the exception or require the 

county superintendent of schools to follow up with the local 

educational agency. 

(m) (1) The Superintendent shall be responsible for ensuring that 

local educational agencies have either corrected or developed plans 

of correction for any one or more of the following: 

   (A) All federal and state compliance audit exceptions identified 

in the audit. 

   (B) Any exceptions that the county superintendent certifies as of 

May 15 have not been corrected. 

   (C) Any repeat audit exceptions that are not assigned to a county 

superintendent to correct. 

   (2) In addition, the Superintendent shall be responsible for 

ensuring that county superintendents of schools and each county 

board of education that serves as the governing board of a local 

educational agency either correct all audit exceptions identified in 

the audits of county superintendents of schools and of the local  

educational agencies for which the county boards of education serve 

as the governing boards or develop acceptable plans of correction for 

those exceptions. 

   (3) The Superintendent shall report annually to the Controller on 

his or her actions to ensure that school districts, county 

superintendents of schools, and each county board of education that 

serves as the governing board of a school district have either 

corrected or developed plans of correction for any of the exceptions 

noted pursuant to paragraph (1). 

(n) To facilitate correction of the exceptions identified by the 

audits issued pursuant to this section, commencing with 2002-03 

audits pursuant to this section, the Controller shall require 

auditors to categorize audit exceptions in each audit report in a 

manner that will make it clear to both the county superintendent of 

schools and the Superintendent which exceptions they are responsible 

for ensuring the correction of by a local educational agency. In 

addition, the Controller annually shall select a sampling of county 

superintendents of schools and perform a followup of the audit 

resolution process of those county superintendents of schools and 

report the results of that followup to the Superintendent and the 

county superintendents of schools that were reviewed. 

(o) County superintendents of schools shall adjust subsequent 

local property tax requirements to correct audit exceptions relating 

to local educational agency tax rates and tax revenues. 

(p) If a governing board or county superintendent of schools fails 

or is unable to make satisfactory arrangements for the audit 
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pursuant to this section, the Controller shall make arrangements for 

the audit and the cost of the audit shall be paid from local 

educational agency funds or the county school service fund, as the 

case may be. 

(q) Audits of regional occupational centers and programs are 

subject to the provisions of this section. 

(r) This section does not authorize examination of, or reports on, 

the curriculum used or provided for in any local educational agency. 

(s) Notwithstanding any other provision of law, a nonauditing, 

management, or other consulting service to be provided to a local 

educational agency by a certified public accounting firm while the 

certified public accounting firm is performing an audit of the agency 

pursuant to this section must be in accord with Government 

Accounting Standards, Amendment No. 3, as published by the United 

States General Accounting Office. 

 

§48930. Purpose and Privileges of Student Body Organizations 

 

Any group of students may organize a student body association within 

the public schools with the approval and subject to the control and 

regulation of the governing board of the school district. Any such  

organization shall have as its purpose the conduct of activities on  

behalf of the students approved by the school authorities and not in 

conflict with the authority and responsibility of the public school  

officials. Any student body organization may be granted the use of 

school premises and properties without charge, subject to such  

regulations as may be established by the governing board of the 

school district. (Stats. 1976, c. 1010, § 2) 

 

§48931. Authorization and Sale of Food by Student or Adult  

Entity or Organization 

 

The governing board of any school district or any county office of 

education may authorize any pupil or adult entity or organization to 

sell food on school premises, subject to policy and regulations of the 

State Board of Education. The State Board of Education shall develop 

policy and regulations for the sale of food by any pupil or adult entity 

or organization, or any combination thereof, which shall ensure  

optimum participation in the school district‟s or the county office  

of education‟s nonprofit food service programs and shall be in  

consideration of all programs approved by the governing board of  

any school district or any county office of education. The policy  

and regulations shall be effective the first of the month following  

adoption by the State Board of Education. 

 

Nothing in this section shall be construed as exempting from the  
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California Uniform Retail Food Facilities Law (Chapter 4 

[commencing with Section 27500] of Division 22 of the Health and 

Safety Code), food sales which are authorized pursuant to this section 

and which would otherwise be subject to the California Uniform  

Retail Food Facilities Law. (Stats. 1976, c. 1010, § 2. Amended by 

Stats. 1987, c. 331, § 1.) 

 

§48932. Authorization for Activities by Student Organizations; 

Fundraising. 

 

The governing board of any school district may authorize any  

organization composed entirely of pupils attending the schools of  

the district to maintain such activities, including fundraising  

activities, as may be approved by the governing board. 

 

The governing board of any district may, by resolution, authorize any 

student body organization to conduct fundraising activities on school 

property during school hours provided that the governing board has 

determined that such activities will not interfere with the normal  

conduct of the schools. (Stats 1976, c.1010, § 2.) 

 

§48933. Deposit or Investment of Student Funds 

 

(a) The funds of any student body organization established in the  

public schools of any school district shall, subject to approval of the 

governing board of the school district, be deposited or invested in  

one or more of the following ways: 

 

(1) Deposits in a bank or banks whose accounts are insured by the 

Federal Deposit Insurance Corporation. 

 

(2) Investment certificates or withdraw able shares in state-chartered 

savings and loan associations and savings account of federal savings 

and loan associations provided such associations are doing business in 

this state and have their accounts insured by the Federal Savings and 

Loan Insurance Corporation. 

 

(3) Purchase of repurchase agreements issued by savings and loan  

associations or banks. 

 

(4) Purchase of bonds, notes, bills, certificates, debentures, or any 

other obligations issued by the United States of America. 

 

(5)Shares or certificates for funds received or any form of evidence  

of interest or indebtedness issued by any credit union in this state,  

organized under the provisions of Division 5 (commencing with  
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Section 14000) of the Financial Code or the stature of the United 

States relating to credit unions insured by the administrator of the  

National Credit Union Administration or a comparable agency as  

provided by a state government. 

 

(b)The funds shall be expended subject to such procedure as may be 

established by the student body organization subject to the approval 

of each of the following three persons which shall be obtained each 

time before any of such funds may be expended: an employee or  

official of the school district designated by the governing board, the 

certificated employee who is the designated adviser of the particular 

student body organization, and a representative of the particular  

student body organization. (Stats. 1976, c. 1010, §2. Amended by 

Stats. 1981, c. 95, §1; Stats. 1982, c. 874, §1.) 

 

§48934. Kindergarten and Grades 1 to 6 Student Body Funds 

 

The funds of a student body organization established in the public 

schools for kindergarten and grades 1 to 6, inclusive, of any school 

district maintaining kindergarten and grades 1 to 6, inclusive, may be 

used to finance activities for non-instructional periods or to augment 

or to enrich the programs provided by the district. (Stats. 1976, c. 

1010 §2.) 

 

§48936. Additional Uses of Student Funds 

 

In addition to deposit or investment pursuant to Section 48933, the 

funds of a student body organization may be loaned or invested in any 

of the following ways: 

 

(a) Loans, with or without interest, to any student body organization 

established in another school of the district for a period not to exceed 

three years. 

 

(b) Invest money in permanent improvements to any school district 

property including, but not limited to, buildings, automobile parking 

facilities, gymnasiums, swimming pools, stadia and playing fields, 

where such facilities, or portions thereof, are used for conducting  

student extracurricular activities or student spectator sports, or when 

such improvements are for the benefit of the student body. Such  

investment shall be made on condition that the principal amount of 

the investment plus a reasonable amount of interest thereon shall be 

returned to the student body organization as provided herein. Any 

school district approving such an investment shall establish a special 

fund in which moneys derived from the rental of school district  

property to student body organizations shall be deposited. Moneys 
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shall be returned to the student body organization as contemplated by 

this section exclusively from such special fund and only to the extent 

that there are moneys in such special fund. Whenever there are no 

outstanding obligations against the special fund, all moneys therein 

may be transferred to the general fund of the school district by action 

of the local governing board. 

 

Two or more student body organizations of the same school district 

may join together in making such investments in the same manner as 

is authorized herein for a single student body. Nothing herein shall be 

construed so as to limit the discretion of the local governing board in 

charging rental for use of school district property by student body  

organizations as provided in Section 48930. (Stats. 1976, c. 1010, §2.) 

 

§48937. Supervision and Audit of Student Funds 

 

The governing board of any school district shall provide for the  

supervision of all funds raised by any student body or student  

organization using the name of the school. 

 

The cost of supervision may constitute a proper charge against the 

funds of the district. 

 

The governing board of a school district may also provide for a  

continuing audit of student body funds with school district personnel. 

(Stats. 1976, c. 1010, §2.) 

 

§48938. Trustee for Funds of Unorganized Student Body 

 

In schools or classes for adults, regional occupational centers or  

programs, or in elementary, continuation, or special education schools 

in which the student body is not organized, the governing board may 

appoint an employee or official to act as trustee for student body 

funds and to receive such funds in accordance with procedures  

established by the board. These funds shall be deposited in a bank  

or a savings and loan association, or both, approved by the board and 

shall be expended subject to the approval of the appointed employee 

or official and also subject to such procedure as may be established  

by the by board. (Stats. 1976, c. 1010, §2. Amended by Stats. 1977,  

c. 36, §208; Stats. 1982, c. 65, §1.) 

 

§49020. Legislative Intent 

 

It is the intent of the Legislature that opportunities for participation  

in interschool athletic programs in public high schools of the state be 

provided on as equal a basis as is practicable to male and female  
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students. The costs of providing these equal opportunities may vary 

according to the type of sports contained within the respective male 

and female athletic programs. Additional sources of revenue should 

be determined to provide for these equal opportunity programs.  

(Stats. 1976, c. 1010, §2.) 

 

§49021. Equal Opportunity for Male and Female Students 

 

It is the intent of the Legislature that opportunities for participation in 

athletics be provided on an equitable basis to all students. 

 

It is the intent of the Legislature that females be given the same  

opportunity to participate in athletics and compete with other females 

in individual and team sports as is available to males who compete 

with other males in individual and team sports. (Stats. 1976, c. 1010, 

§2.) 

 

§49022. Apportionment of Funds for Athletic Programs 

 

Insofar as practicable, in apportioning public funds school district 

governing boards shall apportion amounts available for athletics to 

ensure that equitable amounts will be allocated for all students,  

except that allowances may be made for differences in the cost of  

various athletic programs. (Stats. 1976, c. 1010, §2.) 

 

§49023. Expenditure of Public Funds; Prohibited Sex  

Discrimination 

 

Notwithstanding any other provision of law, no public funds, shall be 

used in connection with athletic programs conducted under the  

auspices of a school district governing board or any student  

organization within the district, which do not provide facilities and 

opportunities for participation by both sexes on an equitable basis. 

Facilities and opportunities for participation include, but are not  

limited to, equipment and supplies, scheduling of games and  

practice time, compensation for coaches, travel arrangements, per  

diem, locker rooms, and medical services. (Stats. 1976, c. 1010, §2.) 

 

§49431. Food Sales in Elementary Schools 

 

(a) (1) Commencing July 1, 2007, at each elementary school, the only 

food that may be sold to a pupil during the school day are full meals 

and individually sold portions of nuts, nut butters, seeds, eggs, cheese 

packaged for individual sale, fruit, vegetables that have not been deep 

fried, and legumes. 
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(2) An individually sold dairy or whole grain food item may be sold 

to pupils at an elementary school, except food sold as part of a USDA 

meal program, if it meets all of the following standards: 

   (A) Not more than 35 percent of its total calories shall be from fat. 

   (B) Not more than 10 percent of its total calories shall be from  

saturated fat. 

   (C) Not more than 35 percent of its total weight shall be composed 

of sugar, including naturally occurring and added  sugar. 

   (D) Not more than 175 calories per individual food item. 

 

(b) An elementary school may permit the sale of food items that do 

not comply with subdivision (a) as part of a school fundraising event 

in any of the following circumstances: 

   (1) The items are sold by pupils of the school and the sale of those 

items takes place off of and away from school premises. 

   (2) The items are sold by pupils of the school and the sale of those 

items takes place at least one-half hour after the end of the school day. 

   (c) It is the intent of the Legislature that the governing board of a 

school district annually review its compliance with the nutrition 

standards described in this section and Section 49431.5. 

 

§49431.2. Sale of Non-nutritious Foods and Beverages in Middle, 

Junior and High Schools 

 

(a) Commencing July 1, 2007, snacks sold to a pupil in middle,  

junior, or high school, except food served as part of a USDA meal 

program, shall meet all of the following standards: 

   (1) Not more than 35 percent of its total calories shall be from fat. 

This paragraph does not apply to the sale of nuts, nut butters, seeds, 

eggs, cheese packaged for individual sale, fruits, vegetables that have 

not been deep fried, or legumes. 

   (2) Not more than 10 percent of its total calories shall be from  

saturated fat. This subparagraph does not apply to eggs or cheese 

packaged for individual sale. 

   (3) Not more than 35 percent of its total weight shall be composed 

of sugar, including naturally occurring and added sugars. This  

paragraph does not apply to the sale of fruits or vegetables that have 

not been deep fried. 

   (4) No more than 250 calories per individual food item. 

 

(b) Commencing July 1, 2007, entree items sold to a pupil in middle, 

junior, or high school, except food served as part of a USDA meal 

program, shall contain no more than 400 calories per entree, shall 

contain no more than 4 grams of fat per 100 calories contained in 

each entree, and shall be categorized as entree items in the School 

Breakfast Program or National School Lunch Program. 
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(c) A middle, junior, or high school may permit the sale of food items 

that do not comply with subdivision (a) or (b) in any of the following 

circumstances: 

   (1) The sale of those items takes place off of and away from school 

premises. 

   (2) The sale of those items takes place on school premises at least 

one-half hour after the end of the school day. 

   (3) The sale of those items occurs during a school-sponsored pupil 

activity after the end of the school day. 
    

(d) It is the intent of the Legislature that the governing board of a 

school district annually review its compliance with the nutrition 

standards described in this section. 

 

§49431.5. Non-nutritious Foods and Beverages 

 

(a) (1) Regardless of the time of day, only the following beverages 

may be sold to a pupil at an elementary school: 

   (A) Fruit-based drinks that are composed of no less than 50 percent 

fruit juice and have no added sweetener. 

  (B) Vegetable-based drinks that are composed of no less than 50 

percent vegetable juice and have no added sweetener. 

   (C) Drinking water with no added sweetener. 

   (D) Two-percent-fat milk, one-percent-fat milk, nonfat milk, soy 

milk, rice milk, and other similar nondairy milk. 

 

(2) An elementary school may permit the sale of beverages that do not 

comply with paragraph (1) as part of a school fundraising event in any 

of the following circumstances: 

   (A) The items are sold by pupils of the school and the sale of those 

items takes place off and away from the premises of the school. 

   (B) The items are sold by pupils of the school and the sale of those 

items takes place one-half hour or more after the end of the school 

day. 

 

(3) From one-half hour before the start of the school day to one-half 

hour after the end of the school day, only the following beverages 

may be sold to a pupil at a middle or junior high school: 

   (A) Fruit-based drinks that are composed of no less than 50 percent 

fruit juice and have no added sweetener. 

   (B) Vegetable-based drinks that are composed of no less than 50 

percent vegetable juice and have no added sweetener. 

   (C) Drinking water with no added sweetener. 

   (D) Two-percent-fat milk, one-percent-fat milk, nonfat milk, soy 

milk, rice milk, and other similar nondairy milk. 
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   (E) An electrolyte replacement beverage that contains no more than 

42 grams of added sweetener per 20-ounce serving. 

    

(4) A middle or junior high school may permit the sale of beverages 

that do not comply with paragraph (3) as part of a school event if the 

sale of those items meets all of the following criteria: 

   (A) The sale occurs during a school-sponsored event and takes place 

at the location of that event at least one-half hour after the end of the 

school day. 

   (B) Vending machines, pupil stores, and cafeterias are used later 

than one-half hour after the end of the school day. 

    

(5) This subdivision does not prohibit an elementary, or middle or 

junior high school from making available through a vending machine 

any beverage allowed under paragraph (1) or (3) at any time of day, 

or, in middle and junior high schools, any beverage that does not 

comply with paragraph (3) if the beverage only is available not later 

than one-half hour before the start of the school day and not sooner 

than one-half hour after the end of the school day. 

 

(b) (1) Commencing July 1, 2007, no less than 50 percent of all 

beverages sold to a pupil from one-half hour before the start of the 

school day until one-half hour after the end of the school day shall be 

those enumerated by paragraph (3). 

    

(2) Commencing July 1, 2009, all beverages sold to a pupil from  

one-half hour before the start of the school day until one-half hour 

after the end of the school day shall be those enumerated by  

paragraph (3). 

  

(3) Beverages allowed under this subdivision are all of the following: 

   (A) Fruit-based drinks that are composed of no less than 50 percent 

fruit juice and have no added sweetener. 

   (B) Vegetable-based drinks that are composed of no less than 50 

percent vegetable juice and have no added sweetener. 

   (C) Drinking water with no added sweetener. 

   (D) Two-percent-fat milk, one-percent-fat milk, nonfat milk, soy 

milk, rice milk, and other similar nondairy milk. 

   (E) An electrolyte replacement beverage that contains no more than 

42 grams of added sweetener per 20-ounce serving. 

 

 (c) For the purposes of this section, the following terms have the  

following meanings: 

   (1) "Added sweetener" means any additive that enhances the  

sweetness of the beverage, including added sugar, but does not  

include the natural sugar or sugars that are contained within the fruit 
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juice which is a component of the beverage. 

   (2) "Sale of beverages" means the exchange of a beverage for  

money, coupons, or vouchers. 

    

(d) It is the intent of the Legislature that the governing board of a 

school district annually review its compliance with this section. 

 

(e) Notwithstanding Article 3 (commencing with Section 33050) of 

Chapter 1 of Part 20, compliance with this section may not be waived. 

 

§49432. Public Posting of Nutrition Laws and Regulations 

 

By January 1, 2004, every public school may post a summary of  

nutrition and physical activity laws and regulations, and shall post the 

school district's nutrition and physical activity policies, in public view 

within all school cafeterias or other central eating areas. The State  

Department of Education shall develop the summary of state law and 

regulations. 

 

§51520. Prohibited Solicitations on School Premises 

 

(a) During school hours, and within one hour before the time 

of opening and within one hour after the time of closing of school, 

pupils of the public school shall not be solicited on school premises 

by teachers or others to subscribe or contribute to the funds of, to 

become members of, or to work for, any organization not directly 

under the control of the school authorities, unless the organization 

is a nonpartisan, charitable organization organized for charitable 

purposes by an act of Congress or under the laws of the state, the 

purpose of the solicitation is nonpartisan and charitable, and the 

solicitation has been approved by the county board of education or by 

the governing board of the school district in which the school is 

located. 

   (b) A licensed dentist who provides voluntary dental health 

screening programs for pupils on school premises, shall not solicit a 

pupil, or the pupil's parent or guardian, or encourage, or advise 

treatment or consultation for the pupil by the licensed dentist, or 

any entity in which the licensed dentist has a financial interest, 

for any condition discovered in the course of the dental health 

screening. It is the intent of the Legislature that no licensed 

dentist use voluntary dental health screening programs for the 

generation of referrals or for financial benefit. The Legislature 

does not intend to deny or limit freedom of choice in the selection 

of an appropriate dental provider for treatment or consultation. 

   (c) A licensed optometrist who provides voluntary vision testing 

programs for pupils on school premises, shall not solicit a pupil, or 
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the pupil's parent or guardian, or encourage, or advise treatment or 

consultation for the pupil by the licensed optometrist, or any 

entity in which the licensed optometrist has a financial interest, 

for any condition discovered in the course of the vision testing. It 

is the intent of the Legislature that no licensed optometrist use 

voluntary vision testing programs for the generation of referrals or 

for financial benefit. The Legislature does not intend to deny 

freedom of choice in the selection of an appropriate vision care 

provider for treatment or consultation. 

   (d) Nothing in this section shall be construed as prohibiting the 

solicitation of pupils of the public school on school premises by 

pupils of that school for any otherwise lawful purpose. 
 

§51521. Fundraising Projects 

 

No person shall solicit any other person to contribute to any fund or to 

purchase any item of personal property, upon the representation that 

the money received is to be used wholly or in part for the benefit of 

any public school or the student body of any public school, unless 

such person obtains the prior written approval of either the governing 

board of the school district in which such solicitation is to be made  

or the governing board of the school district having jurisdiction  

over the school or student body represented to be benefited by such  

solicitation, or the designee of either of such boards. 

 

The prohibitions of this section shall not apply with respect to any 

solicitation or contribution the total proceeds of which are delivered 

to a public school, nor to a solicitation of a transfer to be affected  

by a testamentary act. (Stats. 1976, c. 1010, §2.) 
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Appendix D - Procedures for 
Management of ASB Funds 

Management 
of Funds 

A. ASB Budgets 
 

To facilitate proper financial practice and to ensure a solvent  

condition, the ASB of each school shall operate on a budgetary 

basis. The budget of each school year shall be an estimate based 

upon past years‟ revenues and expenditures, as well as any  

positive plans and changes for the ensuing year. Budgetary  

procedure includes three major steps: 
 

1. A preliminary ASB budget for the following school year shall 

be prepared by the ASB student council and each club or  

organization within the ASB and submitted first to the Student 

Council, the Principal and then to the Assistant Superintendent 

of Business by June 1 of each year. 
 

2. The ASB student council will review and approve this budget 

at the beginning of the fall semester; adjustments shall be 

made at this time, including annual charter authorizations, club 

officers and membership rosters. Thereafter the budget is  

formally adopted and copies of this adopted budget submitted 

to the District Business Office by October 1 of the current 

school year. 
 

3. The ASB student council shall again review the adopted  

budget on March 1. Revisions and/or adjustments shall be 

made at this time based upon actual revenues and expenses. 

Copies of this revised budget shall be submitted to the District 

Business Office by March 15 of the current fiscal school year. 
 

The Principal or designee shall be responsible for the review,  

approval, and submitting of all documents prior to the  

aforementioned dates.  
 

Failure to meet budget deadlines will discontinue the ASB  

operations until the completion of the above requirements are  

verified by the Assistant Superintendent of Business/Director of 

Accounting. 
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B. Gifts to the ASB 
 

1. Money, material or equipment shall be accepted by the  

Student Council with the approval of the Assistant  

Superintendent of Business. The items received shall have a 

legitimate use by the Student Body and shall not conflict with 

the instructional program. Gifts valued at $100 or more must 

be submitted to the Board of Education for acceptance. 
 

2. A review and approval of installation and maintenance costs 

shall be obtained for consideration by the Business Office  

prior to the Student Council acceptance of equipment items. 

This is also true of improvement to grounds and/or buildings 

financed entirely by the ASB. The receipt, use and  

disbursement of gifts and grants are subject to the same  

accountability as other receipts and disbursements. 
 

C. Clubs and Trust Accounts 
 

Trust accounts are sums of money held by the ASB as  

trustees. The trust accounts consist of accounts for freshman 

through senior classes and various club accounts. The purpose 

of trust accounts is to set certain financial transactions apart 

from regular accounts to avoid distorting the general financial 

condition of the ASB. 
 

2. Budgets: Clubs and trust accounts shall budget income and 

expenditures each year to carry out specifically planned  

projects approved by the individual club and/or trust sponsor. 
 

3. Time Limit on Projects or Activities:  Normally, projects shall 

be completed within the year budgeted. If a club or trust  

account activity, except class accounts, wishes to raise money 

 over a period of time exceeding one school year for a specific 

 project, approval must be obtained from the Principal or  

 designee and the special project noted in the budget of the 

club or trust. 
 

4. Bookkeeping: A ledger shall be set up for each budgeted club 

or trust. All income received during the year shall be credited 

to this account and all expenditures shall be charged against 

this account. 
 

5. Closing of Accounts: Except for the senior class, all balances 

in the club or trust accounts at the end of the school year will 

be carried over to the next school year. Balances in the senior 

class account, after allowance for outstanding obligations, will 

be transferred to the general ASB funds when the books are 

closed for the school year. 
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6. Gifts: Gifts require acceptance by student council (as  

explained in B). 
 

D. Cooperative and Non-ASB Activities and Accounts 
 

A cooperative activity is one in which the student council  

officially participates with an outside organization, for example, 

the Parent Teacher Student Association (PTSA), through  

planning, staging, conducting or attending. Such activities may be 

held on or off the school grounds and will usually take the form of 

fundraising events. 
 

Prior to commencement of a cooperative activity, there should be 

an agreement on the part of the Principal, the Student Council and 

the outside group on the division of expenses and the revenue, if 

any, between the ASB and the outside organization. Said  

agreement shall be in writing and shall be included in the minutes 

of the Student council. 
 

Any proposed activity requiring District funds must have the 

Board of Education approval before an obligation is incurred. 
 

E. Money Collected 
 

1. In all cases, money collected in the name of the school,  

ASB, or other student organization, whether or not on school 

premises, will be deposited and cleared through the ASB bank 

account. Under no circumstances shall a disbursement be 

made from cash collections. 
 

2. When approved by the Principal and the Assistant  

Superintendent of Business Services, vendors may be allowed 

to make collections directly from students (i.e. class pictures). 

In all such cases, there must be a written agreement between 

the parties. The collection should be under the direct  

supervision of the Club Advisor for the activity for which the 

collection is being made to assure that the approved upon  

procedures are being followed. An individual receipt shall be 

given to each student by the vendor at the time of collection 

indicating the amount of money paid and the purpose of the 

collection. 
 

3. Money received from the Club Advisors by the ASB  

Accountant shall be counted and receipted immediately in the 

presence of the advisor. A schedule will be established by the 

ASB Accountant for the purpose of collecting and receipting 

funds. This schedule should accommodate the majority of the 

staff. It shall be the responsibility of the Club Advisor to turn 
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in funds at the appointed time on the day the funds are  

collected. 

 

4. Funds collected by the ASB Accountant will be deposited in 

the bank at a minimum of once per week, more often if funds 

on hand exceed: 

 $1,000 - High Schools 

 $   500 - Middle Schools 
 

Funds should not be kept at the school site over weekend,  

holiday or vacation periods. 
 

F. Request for Purchases which Exceed the Club‟s Financial Balance 
 

Any student club or organization desiring to make a purchase or 

expend funds in excess of its current financial balance shall secure 

a loan from another club or organization within the ASB by  

making its requirements known to the Student Council. After a 

source for such loan is found and approved, a written transfer  

request shall be filed with the Student Council for its approval as 

well as the approval of the club financing the loan. The transfer 

request must include a firm repayment date and reasonable proof 

of expected solvency at that date. The transfer request must be  

attached to the minutes of the Student Council meeting at which 

approval was granted. 
 

G. Prohibited Uses of ASB Cash 
 

Personal checks shall not be cashed from ASB funds. Expenses 

shall not be paid from cash collected for fundraisers. Receipts 

shall be deposited intact. All cash on hand must be accounted for 

and appear as part of the balance on the  

financial statement. 
 

H. Signatures on Checks 
 

All checks for High Schools and Middle Schools shall require the 

signature of two persons: The Principal and Assistant Principal. 

The Assistant Superintendent of Business Services and Director of 

Accounting can sign checks if two signors are not available. No 

check shall be written without an approved invoice, receiving  

documents when appropriate and Requisition. The Requisition 

must include the following approvals: the Club Advisor (when 

appropriate), ASB President or Treasurer, Principal or designee 

and ASB Accountant. Supporting invoices or contracts must be 

attached to the Requisition where appropriate. The Requisition 

shall be carried as a motion in the Student Council minutes. 
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I. Financial Statements 
 

1. The following financial statements shall be prepared monthly 

by the ASB Accountant for the use of students and advisors in 

meeting their responsibilities with regard to ASB funds and 

for District Accounting Office review. 
 

Monthly: 

1. Statement of income and expense with net gain or loss. 

2. Statement of receipts and expenditures of club and class 

accounts. 

Copies of reconciled bank statements and cash account 

journals shall be forwarded to the Director of Accounting, 

who will review the reconciliation and keep on file in the 

District Accounting Office. 
 

Annually: 

1. *Balance Sheet including fund balances. 

2. *Detailed Statement of Income and Expense. 

3. *Copy of all annual reports must be sent to the Director of 

Accounting prior to August 1. These will be reviewed and 

kept on file for audit purposes. 

*These documents shall be reviewed and verified by each  

ASB President or Treasurer and submitted to the  

District Accounting Office. Financial balances of a club or 

trust account shall be prepared for student officers or club  

advisor monthly or upon request. 
 

J. Financial Records 

The ASB Accountant shall maintain the following Associated  

Student Body Fund records: 
 

1. Receipts Journal 

2. Check Register 

3. Monthly Bank Reconciliation 

4. General Ledger 

5. Club and Trust Account 

6. Income and Expense Statement 

7. Balance Sheet 
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The ASB Accountant shall issue checks upon receipt of the  

approved requisition substantiated by an approved invoice and 

receiving documentation when appropriate. Requisitions shall be 

signed by the Principal or Student Activities Director, the ASB 

President or Treasurer, the Club Advisor (when appropriate) and 

the ASB Accountant upon verification of funds available. 

 

K. Preservation and Disposal of Records 

All books such as receipt books, ledgers, and journals, and 

minutes of Student Council meetings must be kept permanently. 

Other records may be destroyed after five years using the  

District‟s “destruction of records” procedures. 
 

Funds may be acquired in the following ways: 

A. Athletics 

The following are approved sources of revenue from athletics  

provided they are in accord with league agreements and with  

policies and regulations of the Board of Education: 
 

1. The sale of pre-numbered tickets 

2. The exercise of radio and television rights 

3. The sale of programs 

4. Concessions 

B. ASB Cards 

The Student Council shall recommend and submit prior to June 1 

to the principal for approval, the amount to be charged for the 

ASB card and the benefits which the holder of the card shall  

receive for the following year. 
 

Individual activities shall be made available to all students who do 

not hold cards, but not necessarily at the reduced rate allowed to 

student body card holders. Charges to non-card holders for  

activities shall be such that they will be economically viable while 

still permitting the maximum number of students to participate. 
 

C. Concessions 

1. Agreements with firms for concession sales of merchandise on 

school premises may be negotiated provided that the vendor 

and sale of such merchandise have been approved by the  

Principal. Any food concessions must be approved by the  

Director of Food Services. 
 

2. Concession sales in connection with general student body  

activities and profits there from shall be general ASB  

Sources of 
Student Body 
Revenue 
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funds. 
 

3. Photography Sales and Commissions: 

a. Photographers may be permitted to take group and  

individual photographs of students for ASB publications 

and to furnish to the ASB, as mutually agreed upon, a  

certain number of prints which may be used in certain 

school records for identification. The photographs may be 

made available to pupils at pre-arranged prices. 
 

b. The ASB may negotiate agreements with photographers 

for the taking of these identification pictures. The agree-

ment shall be in writing and have the written approval of 

the Principal. 
 

4. Vending Machines: Installation of vending machines must not 

interfere with, or be in competition with the lunch program. 

Directions that can serve to guide vending machine operations 

are as follows: 

Contracts: Vending machine operations must be governed 

by a contract between the vendor and the ASB, subject to 

approval of the Assistant Superintendent of Business and 

Director of Food Services. The contract must spell out de-

tails regarding installation, maintenance, quality, quantity, 

commission rates, types of food, drink and that the ma-

chine will be turned off during lunch time and any other 

time which might conflict with the National School Lunch 

Program. In addition, the contract must give the ASB the 

right to audit the records of the vending machine company 

with regard to any machines covered by said contract. 

 

b. Controls: An adequate system of inventory control must be 

established for ASB owned vending machines. Machines 

must contain sealed counters, where feasible, as minimum 

protection. Records capable of being audited must be kept 

by the party servicing the machine. An inventory report 

detailing purchases, sales, and a reconciliation between the 

two, as well as explanation of any losses, must be  

completed each month. 

 

c. Revenue: Profits generated shall be used for the purpose 

identified in the Student Council minutes. 

D. Publications 

Care must be exercised by the ASB in negotiating contracts for 

school newspapers, yearbooks, publications, and the like. The 
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selling price of these items must be submitted for the approval of 

the Student Council, and shall be such that a maximum number of 

pupils may benefit from the purchase of the publications and be 

sufficient to cover all costs. Advertisement space may be sold to 

local merchants in order to keep the selling price of publications 

at a minimum. The type of advertising in school publications must 

be approved by the Principal or his designee. A contract between 

the vendor and ASB must be approved by the Student Council, 

subject to approval by the Principal, Director of Food Services 

and Assistant Superintendent of Business. 
 

E. Store Sales 
 

1. Student sales of merchandise shall offer a minimum of compe-

tition to local merchants. Charges for material used in connec-

tion with classes shall be as near cost as feasible. Books, 

bookkeeping sets, pencils, paper, notebooks, erasers, and simi-

lar supplies shall be sold at regular merchandising prices. 
 

2. Merchandise offered shall be limited to articles of the  

following types: 
 

a. Nutritious food items, in accordance with district‟s  

 wellness policies 
a  

b. Decals, pennants, and similar school spirit items. 

c. Rings, sweaters, pins and similar items. 

 

3. Sales tax shall be charged on taxable items. State sales tax  

reporting forms will be completed by the ASB Accountant and 

submitted quarterly to the Director of Accounting. 
 

4. Inventory must be completed quarterly. Out-dated  

merchandise shall be disposed of no later than the end of the 

following fiscal year with documentation and approvals. 
 

F. Profits from ASB Activities 
 

As a general rule, profits made by conducting activities which are 

supported by the ASB should be considered ASB funds and not 

diverted to any account or special group. Any exception to this 

general rule shall receive prior approval of the Student Council 

and written approval of the Principal, suitable for audit. 
 

G. Fundraising by Groups within the ASB 
 

1. Revenue for special groups may be generated from dues, sales 

of admissions, or other activities limited to active members of 

the groups enrolled at school. All other fundraising activities 
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which would involve persons other than members of the 

group, must receive prior approval by the Student Council.  

2. Revenue potential forms for all fundraising activities must be 

submitted for the approval of the Student Council. 
 

3. Food Sales: The Board of Education may, by resolution,  

authorize student organizations to sell food provided no food 

items prepared on the premises are sold by these organizations 

during the school day (Education Code 48931). 
 

 a.  Food Sales in Middle Schools 

No school providing kindergarten or any grades one 

through eight shall permit the sale of food by pupil  

organizations if such school is participating in the National 

School Lunch, School Breakfast or Food Distribution  

Program except as follows: 
 

The Board of Education may permit a student organization 

to sell no more than one food item per sale when all of the 

following conditions are met: 

 The specific nutritious food items are in accordance 

with the district‟s wellness policies. 

 The food sales do not begin until after the close of the 

regularly scheduled mid-day food service period. 

 The sales during the regular school day are not food 

items prepared on the premises. 

 There are no more than four (4) such sales per year per 

school. 

 The food item sold is a dessert type food, including but 

not limited to pastry, ice cream or fruit. 

 The food item sold is not one sold in the food service 

program at that school during that school day. 

 b.   Food Sales in High Schools 

 The Board of Education may permit an organization 

consisting solely of pupils to sell food items during or 

after the regular school day if the following conditions 

are met: 

 The specific nutritious food items are in accordance 

with the district‟s wellness policies. 

 A student organization may be approved to sell food at 

any time during the school day including the regularly 

scheduled food service period provided: Only one such 
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organization each day shall sell no more than three 

types of food or beverage and/or; Any one or more  

student organizations may conduct no more than four 

(4) food sales of any food items during a school year in 

each school, but such sales shall be held on the same 

four days for any or all organizations. 
 

 The sales during the regular school day are not of food 

prepared on the premises. 

 The food items sold during the school day are not those 

sold by the District Food Service Program during that 

school day. 

4. Other Authorized Sale of Merchandise: 

a. Graduating Classes - may conduct authorized sale of  

merchandise; for example: 
 

 Cards and announcements 

 Senior rings and pins 

 Tassels 

 Rental fee or sale of cap and gowns 

 Senior sweaters 

 Senior portraits 

 Other items approved by the Student Council 

b. The ASB shall negotiate agreements with photographers 

for taking of senior portraits. The agreement shall be in 

writing and have the written  

approval of the principal. In negotiating said agreement 

the following considerations must be made: 
 

 Reasonableness of cost to students 

 Product quality 

 Service to the students/school 

 Reputation of the vendor 

c. School sponsored clubs and organizations may conduct 

authorized sales of merchandise; for example: 

 Pins 

 Photographs 

 Other items approved by the Student Council 
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A. Approval of Expenditures 

All expenditures require prior approval and must be reflected in 

the minutes of the Student Council meeting. 

Expenditures will be limited to those charges that are within the 

approved ASB budget, subject to the availability of funds. All  

expenditures must be made by check. Absolutely no expenditure 

shall be made from cash collections. 
 

The Student Council shall take appropriate measures before the 

close of the school year to approve all necessary expenditures  

required to close the books of that school year. 
 

If expenditures must be made when it is impractical to obtain the 

approval of the Student Council, such as during school vacation 

periods, the Principal may authorize the expenditures without  

prior Student Council approval. All such expenditures will be  

submitted to the Student Council as soon as possible after the  

students return to school for ratification. 
 

B. Responsibility of ASB for Expenditures made by Pupils or  

Employees 
 

No student organization shall be obligated to pay for any  

expenditure made by a student or a teacher, or by any other  

employee who has not first received a written purchase order  

approved by the Student Council as prescribed in Board policy. 
 

C. Evidence of Expenditures 

Evidence supporting all expenditures must be kept on file with the 

ASB Accountant. These must be in the form of properly approved 

invoices, receiving documentation or receipts. (Canceled checks 

are not sufficient to meet this requirement.) Disbursements must 

be made with pre-numbered checks. 

D. Expenditures which are Prohibited 

Expenditures for the following shall not be made from ASB 

funds: 

 Equipment, supplies, forms and postage for regular curricular 

or classroom use or for district business. 

 Repairs and maintenance of district-owned equipment, except 

certain jointly-owned equipment. 

 Equipment or supplies which are the normal responsibility of 

the district. 

 Salaries, stipends or other financial compensation to any  

person or employee. 
 

Expenditures 
of Student 
Body Funds 
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 Articles for personal use of district employees. 

 Gifts, loans, credit, or favoritism for district employees. The 

student council may authorize gifts or awards to district  

employees to be paid from ASB funds. The maximum (cap) 

amount that may be spent on such awards from student body 

funds is $100. 
 

 Contributions to fundraising drives for charitable  

organizations from excess ASB funds. 
 

 Memberships in or contributions to any non-educational  

organizations. 
 

E. Purchases of Equipment, Supplies and Services 

ASBs may obligate themselves for the purchase of equipment, 

supplies, and services, provided the purchases are provided for in 

an approved ASB budget and Student Council minutes, subject to 

the availability of funds: 

1. All purchases shall be made by purchase order approved as set 

forth in District policy — BP5132. 

2. All written contracts in excess of $5,000 must be approved by 

the Superintendent or designee. Contracts less than $5,000 

may be approved by the Principal. 
 

3. Items of purchase must be in accordance with the intentions of 

the student program and must be reflected in the Student 

Council minutes. 

4. ASB monies must be spent to enhance the welfare of the  

general student group, not a particular group. 
 

5. Approved purchase orders, whether voided or not, must be 

maintained numerically in a file. 

6. The purchase of equipment must be recorded in the equipment 

account to afford control and inventory. 

7. Timely payments must be made on purchases on account. 

F. Awards to Pupils 

Student activity monies may be used for awards in recognition of 

outstanding service to the school. This includes: 

 athletic letters 

 academic achievement 

 various types of service awards 
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G. ASB Employees 

Financial secretaries, clerks, student store managers or workers, 

custodians, etc., who perform services on behalf of the student 

body organization are employees of the district and will be paid 

through District Payroll Department, pursuant to the Education 

Code and Internal Revenue Service regulations. 

H. Payment to District Employees 

Employees that provide service to the ASB within an existing job 

classification (such as campus supervisors providing security at 

extra curricular functions) cannot be paid directly from  

ASB funds. 
 

Any payments to District employees must be processed and paid 

through the District Payroll Department and all compensation 

must be as provided for in the collective bargaining agreement 

when applicable. 

I. Independent Contractors 

Services provided by outside sources (i.e. disc jockeys, bands and 

assembly presenters) require: 

 Completed IRS form W-9 

 Semi-annual 1099 reporting to District Office, Accounts  

Payable Department 
 

 Annual DE 542 reporting to Employment Development  

Department to report independent contractors 
 

 Signed and approved contract 

 

A. Principal‟s Responsibility 

Responsibility rests with the Principal as trustee to protect the  

ASB‟s investment in equipment and supplies. The Principal shall 

assure that: 
 

1. The use and care of the equipment is properly supervised. 

2. Adequate inventory records are maintained. 

3. All assets are safe and meet all legal and health department 

requirements. 

B. Inventory 

The ASB organization shall keep an inventory of its fixed assets 

(equipment valued at $500 or more) and submit this inventory to 

the Purchasing Manager by June 30th each year. 
 

Management 
of Equipment 
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Procedures 
for Club  
Advisors 

C. Approval 

Approval by the Assistant Superintendent of Business is necessary 

if equipment being purchased by or donated to the ASB  

organization is to be: 
 

1. Attached to buildings of the school. 

2. Installed on the grounds of the school. 

Approval of the Assistant Superintendent of Business and the 

Board of Education is required if the equipment is donated to the 

ASB and/or District. See I- B. 

 

A. Club Procedures 

All Clubs shall be formed by charter. Approved annually by the 

Student Council as part of the final budget process, and submitted 

to the business office by October 1 of the current school year. 

1. Each club shall be informed that all club funds are received 

and distributed at the discretion of the ASB in as mush as the 

ASB is responsible for all accounting, auditing and debts  

incurred by any club. 
 

2. Each Club Advisor shall be responsible for developing student 

skills in taking accurate minutes at each meeting. The club 

tentative budget shall be ready for approval by June 1 for the 

following school year. The final budget is due by October 1, 

for the current school year. 

3. A list of fundraisers and income potential forms shall be  

prepared before each fundraiser is approved. Revenue  

potential forms shall be verified by the ASB Accountant and 

approved by the Student Council. 
 

B. New or Substitute Fundraisers 

Any organization or club that desires to hold a new or substitute 

fundraiser shall present its case, in writing, stating the rationale 

for the change, to the Student Council. The same approvals must 

be obtained as in A.3 above. 

C. Cash Deposits 

All proceeds from sales shall be counted by the Club Advisor, a 

Sales Report Form completed and the money deposited with the 

ASB Accountant on a daily basis as money is collected. The ASB 

Accountant shall prepare a receipt in the presence of the advisor, 

and then deposit the money in the bank intact. 
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D. Ticket Sales Report 

Pre-numbered tickets shall be used for all athletic events, dramatic 

or musical performances, dances, etc. Starting ticket numbers are 

entered on the ticket report. After sales are complete, ending  

numbers are entered, which by subtracting will give the number of 

tickets sold. Money shall be counted and the totals entered in the 

proper place. 
 

Money received shall balance with the number of tickets sold.  

Return unsold tickets, money and ticket sales report to the ASB 

accountant for verification. Any complimentary tickets given out 

should be written down on the ticket sales report, including the 

ticket numbers, name of the recipient and justification. 
 

All cash collected from sales of merchandise, tickets or any  

purpose must be deposited intact. No payments shall be made 

from cash collections. Personal checks shall not be cashed from 

ASB funds. 
 

E. Sales Report Form 

At the conclusion of a fundraiser, the final Sales Report Form 

shall be completed. The Club Treasurer, with the assistance of the 

Club Advisor shall verify the final sales report with funds  

deposited and daily sales report completed during the sale. The 

final sales report shall be forwarded to the ASB Accounting office 

where it will be compared to the Revenue Potential Form and  

differences investigated. 
 

F. Transfer Funds 

Transfer Request Forms shall be completed and signed by the 

Club Advisors and student officers of both the club requesting the 

transfer and the club financing the transfer. They shall also require 

the ASB Accountant‟s and the site administrator‟s signature and 

Student Council approval, including the name of the person  

moving the motion, seconding, vote count, and date. 
 

G. Purchase Requisition 

Each purchase shall have an approved purchase requisition. This 

includes such services as bands for dances, as well as purchases of 

merchandise. Coaches and other assistants shall not be paid from 

ASB accounts. 

Purchase requisitions shall be completed and signed by the Club 

Advisor, the Club President, the Principal and the ASB  

Accountant . At the time of Student Council approval, the ASB 

Treasurer shall certify on the purchase of the name of the person 

moving, seconding, the vote count and date. All items shall be 
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listed with prices and totaled. Vendors may be contacted only for 

the purpose of obtaining a price estimate (not to place an order). 

An official purchase order will be issued to the vendor by the 

ASB Accountant. 
 

The ASB is not obligated to pay for any items ordered by a teach-

er, student, or other person who has not received the  

approval of the ASB prior to placing an order or making a  

purchase. 
 

If the purchase requisition is not approved by the ASB  

Accountant, it shall be returned to the originator with a note  

indicating the amount of insufficient funds or other reason for 

withholding approval. 
 

H. Open Requisitions/Purchase Orders 

The ASB organization shall issue “Open” requisitions/purchase 

orders  (for a specific amount of money to be used for a specific 

purpose but not itemized) only when many purchases of a specific 

nature are made frequently from a particular vendor. Examples 

are: student store supplies, vending machine supplies, and sports 

officials. The open requisition/purchase order shall: 
 

1. Be opened and closed each month for supplies, each semester 

for officials. 

2. State a maximum amount of an individual purchase. 

3. The maximum total of purchases allowed. 

4. State who shall be authorized to purchase against the order. 

5. The purchase of equipment is not allowed. 

I. Receiving Merchandise 

The ASB Accountant or other staff member designated by the  

Principal shall receive all merchandise for student groups, verify 

contents against packing slips and purchase requisition, and  

disburse the merchandise to the student groups obtaining  

authorized signatures from the group on receiving documents.  

 

If the merchandise has been ordered for resale (other than store 

supplies), the ASB Accountant shall also re-verify the Revenue  

Potential Form. 
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J. Check Requests 

On receipt of invoice, the ASB Accountant shall pull all receiving 

documents and purchase orders, compare totals, and  

prepare a check. Check requests shall be placed on the agenda of 

the Student Council for approval. The ASB Accountant shall  

prepare the check, secure proper signatures, and mail or deliver to 

the payee. No check shall be written without proper  

documentation. 
 

In the event of an emergency, when a purchase must be made or 

check written before Student Council approval can be obtained, 

such as school vacation periods, an ASB cash purchase order may 

be used. Signatures of the site administrator must be obtained  

prior to the issuance of the check. The cash purchase order must 

be presented to the Student Council at its next meeting for  

ratification. Use of the cash purchase order shall be limited to 

emergency or special circumstance. Caution must be used to  

avoid abuse of the cash purchase order. 
 

K. Club Activity File 

Each Club Advisor shall maintain a Club Activity File,  

containing: 
 

 Detailed records of monies received and expended 

 Copies of receipts 

 Copies of Check Requests 

 Up-to-date Balance of Funds 

These should be verified against the monthly statement of receipts 

and expenditures prepared by the ASB Accountant. 

 

ASB funds shall be managed in accordance with sound  

business procedures designed to encourage the largest possible  

educational return to students without sacrificing the safety of funds 

or exposing students to undue responsibility or unnecessary routine.  

This appendix is a summary of such procedures and should be used in 

conjunction with the detailed guidance that is provided in the chapters 

of this manual. 

Conclusion 
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Appendix E - Fees, Deposits, 
and Other Charges 

A Free Public 
School  
System 

School district administrators frequently ask for additional guidance 

on the matter of fees. This advisory, which supersedes Fiscal  

Management Advisory 87-03 is provided for that purpose, and  

reflects the most recent legislation and California Supreme Court  

interpretations. The following narrative contains a number of  

conclusions based on legal references. Most of these references are to 

a particular case or opinion. Those conclusions without attribution 

represent the opinions of the Department‟s Legal Office. 

 

“A pupil enrolled in a school shall not be required to pay any fee, 

deposit, or other charge not specifically authorized by law.” 

 

With this language the State Board of Education made clear that fees 

are not to be imposed except where specifically authorized by law. 

This administrative regulation, or “law” of the State Board was  

promulgated based on the authority of Article IX, Section 5 of the 

California Constitution. Article IX, Section 5 provides for a free 

school system: 

 

“The Legislature shall provide for a system of common schools by 

which a free school shall be kept up and supported in each district 

at least six months in every year, after the first year in which a 

school has been established.” 

 

The State Supreme Court in 1874 held that this provision entitled  

students to be educated at public expense. 

 

The Attorney General has, in several opinions, consistently ruled that 

school districts do not have authority to levy fees for any elective or 

compulsory class. Further, districts may not require security deposits 

for locks, lockers, books, class apparatus, musical instruments,  

uniforms, or other equipment. 

 

The administrative regulation noted above prohibited fees except 

those “...specifically authorized by law.” Certain fees have been  

authorized by law since the rule was promulgated. 

 

The 1984 California Supreme Court decision, Hartzell v. Connell 

raises serious questions about the imposition of a non-statutory fee for 

extracurricular activities. The lead opinion acknowledges that fees 
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may be charged for “recreational” activities but not for “educational” 

activities. Extracurricular activities are described in the opinion as an 

integral component of public education; they are a part of the  

educational program according to this decision. 

 

The court held that the “...imposition of fees for educational activities 

offered by public high school districts violates the free school  

guarantee. The constitutional defect in such fees can neither be  

corrected by providing waivers to indigent students nor justified by 

pleading financial hardship.” 

 

The Education Code specifically authorizes certain fees. Except for 

borne to school transportation fees discussed later, none of those 

Code sections have been challenged and the Rartzell v. Connell  

decision did not directly rule on then legality. Therefore, districts may 

continue to levy fees as authorized in the following Education Code 

sections: 

 

A. Fees that a district may collect for furnishing materials to a pupil 

for items the pupil has fabricated from such materials for his or 

her own use. Such fees may not exceed cost. (E.C. § 17551) 

B. Fees that a district may charge pupils for transportation to and 

from school under limited circumstances. (Education Code  

sections 39807.5 and 39837) 
 

C. Charges for food served to pupils. (Education Code sections 

38082 and 38084) 

D. Charges to the parent or guardian of any pupil who loses a book, 

defaces books or other school property. Liability limits for lost 

items or damage are adjusted annually by the State Superintendent 

of Public Instruction pursuant to statute. (E.C. § 48904) 

E. Charges for field trips or excursions, principally for  

transportation. The authority to charge a fee for field trips or  

Cexcursions is not directly stated in the Education Code. Rather, it 

provides that “No pupil shall be prevented from making the field 

trip or excursion because of lack of sufficient funds.”  

D(E.C. § 35330) 
 

F. Districts must make medical, hospital, or accident insurance  

available to pupils who may be injured while participating in field 

trips. The cost of the insurance may be paid by the pupil or his 

parents. (E.C. § 35331) 
 

G. Governing boards may expend from the general fund of the  

district any money which is budgeted for community services to 

establish and maintain community service classes. They may 

charge student fees not to exceed the cost of maintaining such 

Fees  
Authorized  
by Law 
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classes. (E.C. § 51815) 
 

H. A governing board may charge a tuition fee to adults for any class 

except classes in English and citizenship for foreigners, classes in 

elementary subjects, and classes for which high school credit is 

granted when taken by a person not holding a high school  

diploma. (E.C. § 52612) 
 

I. Districts must provide, and each member of an athletic team must 

have, accidental death, injury and medical insurance coverage. 

The cost of such insurance may be paid by the pupil unless the 

pupil is unable to pay for such insurance. (Education Code  

sections 32220-32224) 
 

J. A school district may require a deposit from a borrower of school 

band instruments, music, uniforms, and other regalia for use on an 

excursion to a foreign country. (E.C. § 38120) 

K. Pupils whose parents are actual and legal residents of an adjacent 

foreign country or an adjacent state shall be charged a tuition fee. 

(Education Code sections 48050 and 48052) 

L. The regulations of the governing board may provide for the sale 

of materials purchased from the incidental expense account to  

pupils in classes for adults, for use in connection with such  

classes. The proceeds of all such sales shall be deposited in that 

account (E.C. § 52615).  

 

M. A high school district board may charge for textbooks used in 

classes for adults or impose a refundable deposit on loaned books. 

(E.C. § 60410) 
 

N. The governing board of a school district may sell class material to 

persons enrolled in classes for adults. This may include materials 

necessary for the making of articles by students enrolled in adult 

education. The materials shall be sold at not less than the cost to 

the district; any article made shall be the property of the person 

who made it. (E.C. § 52612, 52615 and 17552) 

O. The governing board of any elementary, high, or unified school 

district may charge a fee for school camp programs, provided that 

payment of such fee is not mandatory. No pupil shall be denied 

the opportunity to participate in a school camp program because 

of non-payment of the fee. (E.C. § 35335) 

P. Families utilizing child care and development Services shall be 

charged a fee by the school district, but no fees shall be assessed 

against families whose children are enrolled in the state preschool 

program, or for such services provided to severely handicapped 

children (Education Code sections 8263(e)(f) and 8250(d).). 

Standards for fees appear in E.C. § 8265. The school district may 
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also impose a fee for a program of supervision of children before 

and after school. (E.C. § 8487 and 8488) 

Q. School districts may offer a fingerprint program for children in 

kindergarten or newly enrolled children and shall assess a fee to 

the parent or guardian who chooses to participate. (E.C. § 32390) 

 

The opinions of the Attorney General mentioned earlier indicate that 

charges may not be levied for the following: 

 

A. A deposit in the nature of a guarantee that the district would be 

reimbursed for loss to the district on account of breakage, damage 

to, or loss of school property. 

B. An admission charge to an exhibit, fair, theater or similar activity 

for instruction or extracurricular purposes when a visit to such 

places is part of the district‟s educational program. 

C. A tuition fee or charge as a condition to enrollment in any class or 

course of instruction, including a fee for attendance in a summer 

or vacation school, a registration fee, a fee for a catalog of  

courses, a fee for an examination in a subject, a late registration or 

program change fee, a fee for the issuance of a diploma or  

certificate, or a charge for lodging. 
 

D. Membership fees in a student body or any student organization as 

a condition for enrollment or participation in athletic or other  

curricular or extracurricular activities sponsored by the school. 
 

E. E.C. § 48053 prohibits charging an apprentice, or his or her  

parents or guardian, for admission or attendance in any class. 

F. Textbooks and workbooks must be furnished without charge by 

elementary and high school districts except for classes for adults. 

A charge may not be made for their use (Education Code sections 

60070 and 60410). 

 

E.C. § 38118 provides: 

 

“Writing and drawing paper, pens, inks, blackboard erasers,  

crayons, lead pencils, and other necessary supplies for the use of 

the schools, shall be furnished under direction of the governing 

board of the school district.” 

 

District  
Obligation to 
Provide  
Without 
Charge 
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The Attorney General has issued an opinion interpreting this  

language. He was asked specifically whether a student could be  

required to furnish any or all of the following: 
 

A. Art material for art classes and mechanical drawing sets 

B. Cloth to be used in dressmaking classes and wood for carpentry 

classes 

C. Gym suits and shoes for physical education classes 

D. Bluebooks in which to write a final examination 

E. Paper on which to write a theme or report when such theme or 

report is a required assignment. 

 

The Attorney General concluded that all the above-mentioned  

materials were “necessary supplies” and as such had to be furnished 

by the school district. He reasoned that the articles listed in A, B, C, 

and D, “appear to be supplies that must be available to students in  

order to participate in regular classroom work in the particular  

subjects involved.” As to E, the Attorney General stated that “paper to 

be used on which to write a theme or report must also be furnished 

when required as a part of the classroom activity.” 

 

The Attorney General limited his discussion to the questions  

specifically asked and did not state what materials a district is not  

obligated to furnish. However: 

 

“[s]upplies,...must be furnished free of cost to students when the 

supplies are what might be termed „school supplies‟ and are  

necessary in order for the students to pursue a course of study.” 

 

The Attorney General‟s use of the term “school supplies” is meant to 

exclude from the district‟s obligation those items or materials which, 

although necessary for class participation, are essential regardless of 

whether or not a person is a student. For example, a school district 

would not be obligated to furnish corrective lenses, clothes, and so 

forth. Such items are needed whether or not one is a student. 

 

Specifically with respect to gym clothes, E.C. § 49066(c) states that: 

“No grade of a pupil participating in a physical education class,  

however, may be adversely affected due to the fact that the pupil does 

not wear standardized physical education apparel where the failure to 

wear such apparel arises from circumstances beyond the control of the 

pupil,” such as, for example, lack of funds. 

 

It should be determined whether a fee for a particular item is  
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specifically authorized by statute, if not, it should be determined 

whether a particular item is required by law to be furnished free or 

whether it comes under the category of “necessary supplies.” If it 

does, then the district must furnish the item without charge. 

 

It is the position of the Department that a school district may require 

its students to purchase their own gym clothes of a district specified 

design and color so long as the design and color are of a type sold for 

general wear outside of school. Once the required gym uniforms  

become specialized in terms of included logos, school name or other 

characteristics not found on clothing for general use outside of school, 

they are school supplies and the district must provide those uniforms 

free of charge. 

 

It is the opinion of the Department‟s legal office that a school district 

may not charge a fee or require students to purchase necessary  

materials even if the district maintains a special fund to assist students 

with financial need or waives such fee or charge for students with  

financial need. The fee or charge still remains a condition for all other 

students not so assisted. The court in Hartzell v. Connell discussed 

below, held that a fee-waiver policy for needy students does not save 

the fee. 

 

On April 20, 1984, the California Supreme Court decided, in Hartzell 

V. Connell 35 Cal. 3d 899, that a public school district may not 

charge fees for educational programs simply because they are  

denominated “extracurricular.” As expressed by the lead opinion, the 

court concluded that “the imposition of fees as a precondition for  

participation in non-statutory educational programs offered by public 

high schools on a noncredit basis violates the free schools guarantee 

of the California Constitution and the prohibition against school fees 

contained in Title 5, Section 350 of the California Administrative 

Code.” (now California Code of Regulations). 

 

Some significant observations by the various justices and  

ramifications of the decision are as follows: 

 

A. The lead opinion was written by Chief Justice Bird with Justices 

Broussard and Reynoso concurring specifically. The approach 

taken to the issue by the Chief Justice holds that the free school 

guarantee extends to all activities which constitute an integral, 

fundamental part of elementary and secondary education or which 

amount to necessary elements of any school‟s activity. The  

opinion concludes that extracurricular activities Constitute an  

integral component of public education. 

Extracurricular 
Activities 
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B. The lead opinion holds that fee based extracurricular activities are 

also illegal under Title 5 California Code of Regulations 350 (5 

CCR 350) which prohibits the imposition of “...any fee, deposit, 

or other charge not specifically authorized by law.” 

C. Apart from the fee issue, this particular holding has wide reaching 

significance. Along with constitutional provisions and statutes, 

any regulation adopted by the State Board of Education or  

Superintendent of Public Instruction is a “law.” E.C. § 35160, the 

so-called “permissive code” authority allows school districts to 

carry on any activity or act in any manner “...which is not in  

conflict with or inconsistent with, or preempted by, any law...” 
 

D. As noted above, several provisions of the Education Code permit 

school districts to impose charges or fees, e.g.: Sections 35330 

(field trips and excursions), 48904 (charge for lost textbook), 

35335 (school camps), 32220-32224 (requires members of athletic 

teams to purchase death, accident and hospital insurance), 38120 

(deposit for use of a school musical instrument), 39807.5 (pupil 

transportation), and so forth. In his opinion, in which he concurs 

in the judgment, Justice Kaus raised the question whether, under 

the decision, any of the statutory fees and charges (Paragraph II, 

supra) would be unconstitutional. Because none of the statutory 

fees were in issue, the court made no ruling in that respect. The 

Hartzell decision is binding precedent for invalidation of any  

non-statutory fees of the type examined by that court. Except for 

home to school transportation fees (Section 39807.5), the  

constitutionality of the statutory fees and charges is yet to be  

judicially decided. 
 

E. In a footnote the lead opinion states that the: “educational  

activities are to be distinguished from activities which are purely 

recreational in character. Examples of the latter might include  

attending weekend dances or athletic events.” This statement may 

cause future litigation on the issue of whether the challenged fee 

based activity is educational or recreational. The issue is  

complicated by the fact that while citing an athletic event as  

possibly being recreational, the court invalidated a fee based  

athletic activity because it was held to be educational. This could 

be reconciled by interpreting the footnote as allowing a fee if the 

participation is solely as a spectator. 
 

F. The defendants argued that their fee-waiver policy for needy  

students satisfies the requirements of the free school requirement. 

They suggested that the right to be educated at public expense 

amounts merely to a right not to be financially prevented from 
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Home to 
School  
Transportation 
Fees 

enjoying educational opportunities. The court answered that such 

an argument plainly contradicts the plain free school language of 

the Constitution. 

 

E.C. § 39807.5 allows school districts to charge parents a fee for 

home to school transportation provided to their children by the  

district. On a constitutional challenge the California Supreme Court in 

Arcadia School District v. State Department of Education, upheld the 

transportation fee statute, According to the court, permitting school 

districts to charge parents and guardians for the transportation of  

students to and from school does not violate the California  

Constitution free school guarantee. Unlike the extracurricular  

activities held to be free in Hartzell v. Connell (supra), transportation 

is neither an educational activity nor an essential part of school  

activity. Home to school transportation is not included within the free 

school guarantee. 

 

No statute specifically authorizes tuition for summer school.  

Therefore, tuition or any fee or charge is prohibited under Section 350 

of Title 5 California Code of Regulations (supra at page 1), which  

according to the court in Hartzell v. Connell (supra), is a law within 

the meaning of the so-called permissive provisions of E.C. § 35160. 

 

The governing board of a school district is authorized to maintain 

community service classes and to charge fees to cover the costs of 

maintaining such classes (Education Code sections 51810 and 51815). 

These classes may be convened at any time during the school year as 

may be determined by the governing board (E.C. § 51812). 

 

Community service classes are not intended to teach required courses 

that students in grades K-12 must complete as part of their  

instructional programs. Community service classes usually include 

classes in music, drama, art, handicraft, science, literature, nature 

study, nature contacting, aquatic sports, athletics, and other such  

classes of general interest to the community (See Education Code, 

section 51810). These classes are primarily intended for adults and 

are open only to those minors whom the governing board believes 

will profit from such classes (Education Code, section 51811). It is 

the Department‟s position, therefore, that community service classes 

may not be used as summer schools for K-12 students, except for the 

incidental attendance of students with special interest in the subjects 

being taught. 

The provisions of law relating to contracts whereby private parties 

conduct a portion of the educational program are not entirely clear. 

Tuition for 
Summer 
School 

Community 
Service  
Classes 
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Neither the California Constitution nor the Education Code  

specifically prohibits contracts for educational services. E.C. § 35160 

authorizes districts to engage in any activity not prohibited by law. 

 

Section 6, Article IX, of the California Constitution prohibits a school 

district from transferring, directly or indirectly, any part of the public 

school system, or the placing of any part of the public school system 

under the jurisdiction of any authority other than a public school  

authority. This constitutional provision was explained in CTA v. 

Fullerton. That case involved a school district which let a contract for 

a private vendor to conduct its driver training program. The court held 

that the district had not transferred a part of the school system, but 

only a part of the curriculum. The court‟s reasoning is that the  

curriculum is only a function of the system and not a part of the  

system. This reasoning would seem also to validate contracting for a 

summer school program. However, in discussing this constitutional 

prohibition, the court stated that the Constitution would be violated if 

the control and management of the driver training program were to be 

transferred to a private authority. This would be true because the  

various administrative units authorized to maintain and administer the 

curriculum with the public school system constitute, along with the 

curriculum, a part of the system. Thus, contracting for a summer 

school program would be valid under Article IX. Section 6 only if the 

school district maintains exclusive control and management of the 

educational program. 

 

The requirement for the maintenance of control and management, 

however, places the contracting district in a legally impossible  

position when tuition fees are charged. If the contractor providing the 

program charges tuition the district might thereby be in violation of 

the prohibition against tuition charges. 

 

The Education Code provides authority for school districts to lease, or 

allow the use of, unneeded school buildings and classroom space, or 

to enter into joint occupancy or joint use agreements with private  

entities including private schools. (Education Code sections 17515-

17526) 

 

When authorizing school buildings to be used by another entity for a 

summer school program, however, the district should consider the 

following: 

 

A. When leasing to a sectarian organization, the district must avoid 

violating the religious establishment prohibition of the First  

Summer 
Schools  
Conducted 
Under  
Contract by  
Private  
Parties 

Leasing 
School  
Buildings for 
Educational 
Use 
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Charter 
Schools 

Educational 
Clinics 

Amendment to the United States Constitution. According to the  

California Attorney General, a school district cannot lease or loan 

vacant classrooms to a sectarian institution for religious purposes 

while public school is concurrently in session. 
 

B. The use granted under the Civic Center Act must not result in a 

monopoly for the benefit of any person or organization. (E.C. § 

40041 et sea.) (Effective 111198 renumbered to 38130) 

 

E.C. § 47605(d) prohibits a charter school from charging tuition, but 

does not mention fees or other charges. Should it be argued that a  

certain educationally based fee or other charge is not in the nature of a 

tuition, the charter school would, nevertheless, be prohibited from  

assessing them. Although a charter school is exempt from the laws 

governing school districts (E.C. § 47610), the California Constitution, 

which is the highest law of the state, cannot be rendered inapplicable 

by the Legislature. Therefore, any tuition, fee or other charge relating 

to the charter school‟s educational program is prohibited by the free 

school guarantee of the California Constitution Article IX, Section 5, 

as interpreted in Hartzell v. Connell supra. 

 

A certified clinic may not charge any fee for services to any pupil or 

to the parent, guardian, or custodian of any pupil for which the clinic 

receives reimbursement (E.C. § 58557) 
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Appendix F - Employee or  
Independent Contractor? 
Who Are  
Employees? 

Before you can know how to treat payments you make for services, 

you must first know the business relationship that exists between you 

and the person performing the services. The person performing the 

services may be: 

 An independent contractor. 

 A common-law employee. 

 A statutory employee. 

 A statutory non-employee. 

 

This discussion explains these four categories. A later discussion, 

Employee or Independent Contractor? (section 2), points out the  

differences between an independent contractor and an employee and 

gives examples from various types of occupations. If an individual 

who works for you is not an employee under the common-law rules 

(see section 2), you generally do not have to withhold Federal income 

tax from that individual‟s pay. However, in some cases you may be 

required to withhold under backup withholding requirements on these 

payments. See Circular E for information on backup withholding. 
 

Independent Contractors 
 

People such as lawyers, contractors, subcontractors, public  

stenographers, and auctioneers who follow an independent trade, 

business, or profession in which they offer their services to the public, 

are generally not employees. However, whether such people are  

employees or independent contractors depends on the facts in each 

case. The general rule is that an individual is an independent  

contractor if you, the person for whom the services are performed, 

have the right to control or direct only the result of the work and not 

the means and methods of accomplishing the result. 
 

Common-Law Employees 
 

Under common-law rules, anyone who performs services for you is 

your employee if you can control what will be done and how it will be 

done. This is so even when you give the employee freedom of action. 

What matters is that you have the right to control the details of how 

the services are performed. For a discussion of facts that indicate 

whether an individual providing services is an independent contractor 

or employee, see Employee or Independent Contractor? (Section 2). 
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If you have an employer-employee relationship, it makes no  

difference how it is labeled. The substance of the relationship, not the 

label, governs the worker‟s status. Nor does it matter whether the  

individual is employed full time or part time. 

 

For employment tax purposes, no distinction is made between classes 

of employees. Superintendents, managers, and other supervisory  

personnel are all employees. An officer of a corporation is generally 

an employee; however, an officer who performs no services or only 

minor services, and neither receives nor is entitled to receive any pay, 

is not considered an employee. A director of a corporation is not an 

employee with respect to services performed as a director. 

 

You generally have to withhold and pay income, social security, and 

Medicare taxes on wages you pay to common-law employees.  

However, the wages of certain employees may be exempt from one or 

more of these taxes.  

 

Leased employees. Under certain circumstances, a corporation  

furnishing workers to various professional people and firms is the  

employer of those workers for employment tax purposes. For  

example, a professional service corporation may provide the services 

of secretaries, nurses, and other similarly trained workers to its  

subscribers. 

 

The service corporation enters into contracts with the subscribers  

under which the subscribers specify the services to be provided and 

the fee to be paid to the service corporation for each individual  

furnished. The service corporation has the right to control and direct 

the worker‟s services for the subscriber, including the right to  

discharge or reassign the worker. The service corporation hires the 

workers, controls the payment of their wages, provides them with  

unemployment insurance and other benefits, and is the employer for 

employment tax purposes. For information on employee leasing as it 

relates to pension plan qualification requirements, see Leased  

employees in Pub. 560, Retirement Plans for Small Business (SEP, 

SIMPLE, and Keogh Plans). 

 

Additional information. For more information about the treatment of 

special types of employment, the treatment of special types of  

payments, and similar subjects, get Circular E or Circular A (for  

agricultural employers). 

 

Statutory Employees 

 

If workers are independent contractors under the common law rules, 

such workers may nevertheless be treated as employees by statute 
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(“statutory employees”) for certain employment tax purposes if they 

fall within any one of the following four categories and meet the three 

conditions described under Social security and Medicare taxes, below. 
 

1. A driver who distributes beverages (other than milk) or meat,  

vegetable, fruit, or bakery products; or who picks up and delivers 

laundry or dry cleaning, if the driver is your agent or is paid on 

commission. 
 

2. A full-time life insurance sales agent whose principal business 

activity is selling life insurance or annuity contracts, or both,  

primarily for one life insurance company. 
 

3. An individual who works at home on materials or goods that you 

supply and that must be returned to you or to a person you name, 

if you also furnish specifications for the work to be done. 
 

4. A full-time traveling or city salesperson who works on your behalf 

and turns in orders to you from wholesalers, retailers, contractors, 

or operators of hotels, restaurants, or other similar establishments. 

The goods sold must be merchandise for resale or supplies for use 

in the buyer‟s business operation. The work performed for you 

must be the salesperson‟s principal business activity.  

See Salesperson in section 2. 

 

Social security and Medicare taxes. Withhold social security and 

Medicare taxes from the wages of statutory employees if all three of 

the following conditions apply. 
 

 The service contract states or implies that substantially all the  

services are to be performed personally by them. 
 

 They do not have a substantial investment in the equipment and 

property used to perform the services (other than an investment in 

transportation facilities). 
 

 The services are performed on a continuing basis for the same 

payer. 

 

Federal unemployment (FUTA) tax. For FUTA tax, the term  

employee means the same as it does for social security and Medicare 

taxes, except that it does not include statutory employees in categories 

2 and 3 above. Thus, any individual who is an employee under  

category 1 or 4 is also an employee for FUTA tax purposes and  

subject to FUTA tax. 

 

Income tax. Do not withhold income tax from the wages of statutory 

employees. 
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Reporting payments to statutory employees. Furnish a Form W-2 to a 

statutory employee, and check “statutory employee” in box 13. Show 

your payments to the employee as other compensation in box 1. Also, 

show social security wages in box 3, social security tax withheld in 

box 4, Medicare wages in box 5, and Medicare tax withheld in box 6. 

The statutory employee can deduct his or her trade or business  

expenses from the payments shown on Form W-2. He or she reports 

earnings as a statutory employee on line I of Schedule C or C-EZ 

(Form 1040). (A statutory employee‟s business expenses are  

deductible on Schedule C or C-EZ (Form 1040) and are not subject to 

the reduction by 2% of his or her adjusted gross income that applies 

to common-law employees.) 

 

Statutory Non-employees 

 

There are two categories of statutory non-employees: direct sellers 

and licensed real estate agents. They are treated as self-employed for 

all Federal tax purposes, including income and employment taxes, if: 
 

1. Substantially all payments for their services as direct sellers or 

real estate agents are directly related to sales or other output,  

rather than to the number of hours worked and 
 

2. Their services are performed under a written contract providing 

that they will not be treated as employees for Federal tax  

purposes. 

 

Direct sellers. Direct sellers include persons falling within any of the 

following three groups: 
 

1. Persons engaged in selling (or soliciting the sale of) consumer 

products in the home or place of business other than in a  

permanent retail establishment. 
 

2. Persons engaged in selling (or soliciting the sale of) consumer 

products to any buyer on a buy-sell basis, a deposit-commission 

basis, or any similar basis prescribed by regulations, for resale in 

the home or at a place of business other than in a permanent retail 

establishment. 
 

3. Persons engaged in the trade or business of delivering or  

distributing newspapers or shopping news (including any services 

directly related to such delivery or distribution). 
 

Direct selling includes activities of individuals who attempt to  

increase direct sales activities of their direct sellers and who earn  

income based on the productivity of their direct sellers. Such  

activities include providing motivation and encouragement; imparting 

skills, knowledge, or experience; and recruiting. For more  
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information on direct sellers, see Pub. 911, Direct Sellers. 

 

Licensed real estate agents. This category includes individuals  

engaged in appraisal activities for real estate sales if they earn income 

based on sales or other output. 

 

Misclassification of Employees 

 

Consequences of treating an employee as an independent contractor. 

If you classify an employee as an independent contractor and you 

have no reasonable basis for doing so, you may be held liable for  

employment taxes for that worker (the relief provisions, discussed 

below, will not apply). See Internal Revenue Code section 3509 for 

more information. 

 

Relief provisions. If you have a reasonable basis for not treating a 

worker as an employee, you may be relieved from having to pay  

employment taxes for that worker. To get this relief, you must file all 

required Federal information returns on a basis consistent with your 

treatment of the worker. You (or your predecessor) must not have 

treated any worker holding a substantially similar position as an  

employee for any periods beginning after 1977. 

 

Technical service specialists. This relief provision does not apply to a 

worker who provides services to another business (the client) as a 

technical service specialist under an arrangement between the  

business providing the worker, such as a technical services firm,  

and the client. A technical service specialist is an engineer, designer, 

drafter, computer programmer, systems analyst, or other similarly 

skilled worker engaged in a similar line of work. 

 

This rule does not affect the determination of whether such workers 

are employees under the common-law rules. The common-law rules 

control whether the specialist is treated as an employee or an  

independent contractor. However, if you directly contract with a  

technical service specialist to provide services for your business  

rather than for another business, you may still be entitled to the  

relief provision. See the Employee or Independent Contractor?  

section. 

 
An employer must generally withhold income taxes, withhold and pay 

social security and Medicare taxes, and pay unemployment tax on 

wages paid to an employee. An employer does not generally have to 

withhold or pay any taxes on payments to independent contractors. 
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Employee or 
Independent 
Contractor? 

Common-Law Rules 

 

To determine whether an individual is an employee or an independent 

contractor under the common law, the relationship of the worker and 

the business must be examined. All evidence of control and  

independence must be considered. In any employee-independent  

contractor determination, all information that provides evidence of the 

degree of control and the degree of independence must be considered. 

 

Facts that provide evidence of the degree of control and independence 

fall into three categories: behavioral control, financial control, and the 

type of relationship of the parties. These facts are discussed below. 

 

Behavioral control. Facts that show whether the business has a right 

to direct and control how the worker does the task for which the 

worker is hired include the type and degree of: 

 

 Instructions the business gives the worker. An employee is  

generally subject to the business‟ instructions about when, where, 

and how to work. All of the following are examples of types of 

instructions about how to do work: 

 When and where to do the work 

 What tools or equipment to use 

 What workers to hire or to assist with the work 

 Where to purchase supplies and services 

 What work must be performed by a specified individual 

 What order or sequence to follow 
 

 The amount of instruction needed varies among different jobs. 

Even if no instructions are given, sufficient behavioral control 

may exist if the employer has the right to control how the work 

results are achieved. A business may lack the knowledge to  

instruct some highly specialized professionals; in other cases, the 

task may require little or no instruction. The key consideration is 

whether the business has retained the right to control the details of 

a worker‟s performance or instead has given up that right. 
 

 Training the business gives the worker. An employee may be 

trained to perform services in a particular manner. Independent 

contractors ordinarily use their own methods. 
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Financial control. Facts that show whether the business has a right to 

control the business aspects of the worker‟s job include: 
 

 The extent to which the worker has un-reimbursed business  

expenses. Independent contractors are more likely to have  

un-reimbursed expenses than are employees. Fixed ongoing costs 

that are incurred regardless of whether work is currently being 

performed are especially important. However, employees may 

also incur un-reimbursed expenses in connection with the services 

they perform for their business. 
 

 The extent of the worker‟s investment. An independent contractor 

often has a significant investment in the facilities he or she uses in 

performing services for someone else. However, a significant  

investment is not necessary for independent contractor status.  
 

 The extent to which the worker makes services available to the 

relevant market. An independent contractor is generally free to 

seek out business opportunities. Independent contractors often  

advertise, maintain a visible business location, and are available to 

work in the relevant market. 
 

 How the business pays the worker. An employee is generally 

guaranteed a regular wage amount for an hourly, weekly, or other 

period of time. This usually indicates that a worker is an  

employee, even when the wage or salary is supplemented by a 

commission. An independent contractor is usually paid by a flat 

fee for the job. However, it is common in some professions, such 

as law, to pay independent contractors hourly. 
 

 The extent to which the worker can realize a profit or loss. An  

independent contractor can make a profit or loss. 

 

Type of relationship. Facts that show the parties‟ type of relationship 

include: 
 

 Written contracts describing the relationship the parties intended 

to create. 
 

 Whether the business provides the worker with employee-type 

benefits, such as insurance, a pension plan, vacation pay, or sick 

pay. 
 

 The permanency of the relationship. If you engage a worker with 

the expectation that the relationship will continue indefinitely,  

rather then for a specific project or period, this is generally  

considered evidence that your intent was to create an employer-

employee relationship. 
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 The extent to which services performed by the worker are a key 

aspect of the regular business of the company. If a worker  

provides services that are a key aspect of your regular business 

activity, it is more likely that you will have the right to direct and 

control his or her activities. For example, if a law firm hires an 

attorney, it is likely that it will present the attorney‟s work as its 

own and would have the right to control or direct that work. This 

would indicate an employer-employee relationship. 
 

IRS help. If you want the IRS to determine whether a worker is an 

employee, file Form SS-8, Determination of Worker Status for  

Purposes of Federal Employment Taxes and Income Tax  

Withholding, with the IRS. 

 

Employee Versus Independent Contractor  

 

Here are the 20 questions the IRS will use to determine if workers are 

company employees or true independent contractors. The IRS  

considers any “yes” answer to be evidence of an employer/employee 

relationship. 

1. Do you instruct the worker as to when, where and how work is 

performed? 

2. Did you train the worker in order to have the job performed  

correctly? 

3. Are the worker‟s services a vital part of your company‟s  

operations? 

4. Is the person prevented form delegating work to others? 

5. Is the worker prohibited from hiring, supervising and paying  

assistants? 

6. Does the worker perform services for you on a regular and  

continuous basis? 

7. Do you set the hours of service for the worker? 

8. Does the person work full time for your company? 

9. Does the worker perform duties on your company‟s premises? 

10. Do you control the order and sequence of the work performed? 

11. Do you require workers to submit oral or written reports? 

12. Do you pay the worker by the hour, week, or month? 

13. Do you pay for the worker‟s business and travel expenses? 

14. Do you furnish tools or equipment for the worker? 

15. Does the worker lack a “significant investment” in tools,  

equipment and facilities? 
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16. Is the worker insulated from suffering a loss as a result of the  

activities performed for your company? 

17. D0oes the worker perform services solely for your firm? 

18. Does the worker not make services available to the general  

public? 

19. Do you have the right to discharge the worker at will? 

20. Can the worker end the relationship without incurring any  

liability?  

 

Salesperson 

 

To determine whether salespersons are employees under the usual 

common-law rules, you must evaluate each individual case. If a  

salesperson who works for you does not meet the tests for a common-

law employee, discussed earlier, you do not have to withhold income 

tax from his or her pay (see Statutory Employees earlier). However, 

even if a salesperson is not an employee under the usual common-law 

rules, his or her pay may still be subject to social security, Medicare, 

and FUTA taxes. To determine whether a salesperson is an employee 

for social security, Medicare, and FUTA tax purposes, the salesperson 

must meet all eight elements of the statutory employee test. A  

salesperson is a statutory employee for social security, Medicare, and 

FUTA tax purposes if he or she: 
 

 Works full time for one person or company except, possibly, for 

sideline sales activities on behalf of some other person, 

 Sells on behalf of, and turns his or her orders over to, the person 

or company for which he or she works, 

 Sells to wholesalers, retailers, contractors, or operators of hotels, 

restaurants, or similar establishments, 

 Sells merchandise for resale, or supplies for use in the customer‟s 

business, 

 Agrees to do substantially all of this work personally, 

 Has no substantial investment in the facilities used to do the work, 

other than in facilities for transportation, 

 Maintains a continuing relationship with the person or company 

for which he or she works, and 

 Is not an employee under common-law rules. 

 

Many nonprofit organizations are exempt from income tax. Although 

they do not have to pay income tax themselves, they must still  

withhold income tax from the pay of their employees. However, there 

are special social security, Medicare, and Federal unemployment 
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(FUTA) tax rules that apply to the wages they pay their employees. 

 

Section 501(c)(3) organizations. 
 

Nonprofit organizations that are exempt from income tax under  

section 501(c)(3) of the Internal Revenue Code include any  

community chest, fund, or foundation organized and operated  

exclusively for religious, charitable, scientific, testing for public  

safety, literary or educational purposes, fostering national or  

international amateur sports competition, or for the prevention of  

cruelty to children or animals. These organizations are usually  

corporations and are exempt from income tax under section 501(a). 

 

Social security and Medicare taxes. Wages paid to employees of  

section 501 (c)(3) organizations are subject to social security and 

Medicare taxes unless one of the following situations applies: 

 

 The organization pays an employee less than $100 in a calendar 

year. 

 The organization is a church or church-controlled organization 

opposed for religious reasons to the payment of social security 

and Medicare taxes and has filed Form 8274, Certification by 

Churches and Qualified Church-Controlled Organizations  

Electing Exemption From Employer Social Security and Medicare 

Taxes, to elect exemption from social security and Medicare  

taxes. The organization must have filed for exemption before the 

first date on which a quarterly employment tax return (Form 941) 

would otherwise be due. 

 

An employee of a church or church-controlled organization that is 

exempt from social security and Medicare taxes must pay self-

employment tax if the employee is paid $108.28 or more in a year. 

However, an employee who is a member of a qualified religious sect 

can apply for an exemption from the self-employment tax by filing 

Form 4029, Application for Exemption From Social Security and 

Medicare Taxes and Waiver of Benefits. See Members of recognized 

religious sects opposed to insurance in section 4. 

 

Federal unemployment tax. An organization that is exempt from  

income tax under section 501 (c)(3) of the Internal Revenue Code is 

also exempt from the Federal unemployment (FUTA) tax. This  

exemption cannot be waived. 

 

Note: An organization wholly owned by a state or its political  

subdivision should contact the appropriate state official for  

information about reporting and getting social security and Medicare 
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coverage for its employees. 
 

Other than section 501(c)(3) organizations. 
 

Nonprofit organizations that are not section 501(c)(3) organizations 

may also be exempt from income tax under section 501(a) or section 

521. However, these organizations are not exempt from withholding 

income, social security, or Medicare tax from their employees‟ pay, 

or from paying FUTA tax. Two special rules for social security,  

Medicare, and FUTA taxes apply. 
 

1. If an employee is paid less than $100 during a calendar year, his 

or her wages are not subject to social security and Medicare taxes. 

2. If an employee is paid less than $50 in a calendar quarter, his or 

her wages are not subject to FUTA tax for the quarter. 
 

The above rules do not apply to employees who work for pension 

plans and other similar organizations described in section 401(a). 
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Appendix G -  
Fraud Prevention 

Common 
Forms of 
Fraud 

General Fraud can happen anywhere, by anyone. Good internal controls can 

mitigate the risk of fraud in the student body organization. It is  

important to understand what fraud is and who can commit it. 
 

1. Pilfering stamps. 

2. Stealing merchandise, tools, supplies, and other items. 

3. Removing small amounts from cash funds and registers. 

4. Creating overages in cash funds and registers by under-recording 

sales. 

5. Overloading expense accounts or diverting advances to personal 

use. 

6. Failing to make bank deposits daily, or depositing only part of the 

money. 

7. Altering dates on deposit slips to cover stealing. 

8. Making round sum deposits - attempting to catch up by end of 

month. 

9. Destroying, altering or voiding cash sales tickets and pocketing 

the cash. 

10. Increasing amounts of petty cash vouchers and/or totals in  

accounting for disbursements. 

11. Supporting false paid-out items with personal expenditure  

receipts. 

12. Using copies of previously used original vouchers, or using a 

properly approved voucher of the prior year by changing dates. 

13. Paying false invoices, either self-prepared or obtained through 

collusion with suppliers. 

14. Increasing amounts of suppliers‟ invoices through collusion. 

15. Charging personal purchases to the student body through misuse 

of purchase orders. 

16. Shipping stolen merchandise to an employee or relative‟s home. 

17. Falsifying inventories to cover thefts or delinquencies. 

18. Seizing checks payable to suppliers. 

19. Altering cancelled bank checks to agree with fictitious entries. 

20. Inserting fictitious ledger sheets. 

21. Causing erroneous footings of cash receipts and disbursement 

books. 

22. Deliberately confusing postings to control and detail accounts. 
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Who  
Commits 
Fraud? 

What Can 
You Do? 

Areas in Which  
Embezzlement  
is Likely 

23. Creating credit balances on ledgers and converting to cash. 

24. Falsifying bill of lading and splitting with carrier. 

25. Obtaining blank checks (unprotected) and forging the signature. 

26. Granting business to favored suppliers, for “kickbacks”.  

 

 ANYONE! 

 Those in a position of trust 

 Those in a position of authority or control 

 Friends 

 Long-time employees 

 First-time offenders 

 Employees under personal stress 

 

 Be aware of how fraud is committed 

 Improve controls with: 

 Pre-numbered receipts 

 Receipts secured 

 Receipt log 

 Number tracking 

 Ticket reconciliation form 

 Ticket log 

 Tickets secured 

 Most ASB frauds deal with theft of cash not expenditures 

 Recent findings 

 Receipts missing 

 Receipts entered out of order 

 Delayed deposits 

 Revenue potentials off 

 Receipts did not reconcile to deposit 

 

 District-maintained vending machines 

 Coaches 

 Advisors 

 Uncontrolled clubs 

 Ticket controls 

 Fundraising activities 

 Unaccountable transfers 
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Actual Cases 
of Misuse of 
Student 
Funds 

Incident  Missing Controls 

Student body funds were 

spent on ADA computer 

system without student  

approval. 

1. Student signature of approval was 

not needed. 

2. Student Council minutes were not 

kept. 

3. Regulations were not known that 

this was prohibited. 

Student body loses $3,000 

because of missing  

fundraising receipts.  

District‟s General Fund has 

to absorb loss. 

1. Receipt books were not kept. 

2. Timely deposit of funds not made. 

3. Cash was kept in unlocked drawer. 

4. Revenue potentials were not  

prepared. 

Teacher used funds for  

personal purchase of video 

machines. 

1. No student approvals. 

2. No invoices. 

3. No equipment records. 

Coach loses job because of 

missing funds from vending 

machine. 

1. No record of purchases or sales. 

2. No review of financial statements. 

3. No segregation of duties procedure. 
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Appendix H -  
District Forms 
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Middle School Forms 
Figure H.1: Request for Approval of Food Sales by  
Student Organization 
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Figure H.2: Ticket Control Sheet 
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Figure H.3: ASB Sales Log 
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Figure H.4: ASB Chart of Accounts 
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Figure H.5: Purchase Order 
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Figure H.6: ASB Cash Count Form 
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Figure H.7: ASB Check Request Form 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Appendix H 
 

201 

High School Forms 
Figure H.8: Purchase Order 
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Figure H.9: Report on Ticket Sales 
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Figure H.10: ASB Cash Count Form 
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Figure H.11: Donation Tracking Form 
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Figure H.12: ASB Project Approval Form with Estimated 
Revenue Information 
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Figure H.12: ASB Project Approval Form with Estimated 
Revenue Information (continued) 
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Figure H.13: Memorandum: Procedures for ASB Invoices/
Reimbursements/Deposits/Supply Requests/ 
Sub Requests 
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Figure H.14: ASB Meeting Minutes 
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Figure H.15: Application for Student Club 
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Figure H.16: ASB Constitution/By Laws 
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Figure H.17: ASB Chart of Accounts 
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Figure H.18: Account List Summary 
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Figure H.18: Account List Summary (continued) 
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Figure H.18: Account List Summary (continued) 
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Figure H.18: Account List Summary (continued) 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Appendix H 
 

235 

Figure H.18: Account List Summary (continued) 
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Figure H.18: Account List Summary (continued) 



Prepared for San Marino Unified School District 

© Vicenti, Lloyd & Stutzman LLP 

Appendix H 
 

237 

Figure H.18: Account List Summary (continued) 
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Figure H.18: Account List Summary (continued) 
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Figure H.19: ASB Requisition Form 
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