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ENROLLED, An Act,

Relating tc education, to provide for the "School

fq

iscal Accountability Act"; to create a new chapter in Title

[

poe

of the Code of Alabama 1975, dealing with local school
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fiscal management; to reguire lccal school boards to

i
L2
Q
e
ct

certain Ziscal management rolicies complying with
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enerally accepted accounting procedures; to provide for the
appolntment, duties, and responsibilities of the local
custodian of funds as the chief school financial officer of
the school system; to reguire certain monthly and annual

sports toe be provided to local school boards; to establish

tr

audit procedures for local beards of education; to establish
authority relating o expenditures of funds; to establish
Tor xnowingly withholding cr providing inaccurate financial

cnfgrmation; To establisn standards for school board liabkilit
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school system funds; to reguire
conding of certain pcard employees; to amend Section 16-6B-4
>Z tThe Ccde of Alapbama 1975, relating to the fiscal status of
2 rccal board of educaticn; to repeal Sections 16-8-33,

, 16-13-10, 16-13-11, and 16-13-12 of

tne CTcde of Alabama 197%; and 1in connection therewith would

T

the regquirement c¢f a new or
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increased expenditure of local funds within the meaning of
hrmendment 621 of the Constitution of Alabama of 1901.

BE IT ENATZTED BY

L=

HE LEGISLATURE OF ALABAMA;

Secticn 1. The purpcses of this act are to clarify
tne fiscal respensibilities of the State Superintendent of
Z“ducation, local superintendents of education, boards of
zducation, and chief schocl financial officers selected to

carry out the Ilscal management responsibilities of local

oocards of education, and Zo clarify the intent of the

Leglslature as to the powers of the State Superintendent cf
foucaticon and the State Beoard of Education over local boards

are found to be in unsound fiscal
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condition. This act shall be krnown and may be cited as the

School Fiscal Accountability Act
Secticr Z. Chapter 12A 1s added to Title 16 of the
Zode of Alabama 1975, to read as follows:

£le-13A~1. Fiscal management pelicies,

2 local peoard of educatisn, to ensure the sound
Ilscal management <of peoard finances, upon the recommendation
>z the local superintendent of sducation, shall adopt fiscal

ranagement policies which comply with generally accepted

zccounting principies, 1includin but net limited to, peclicies
I £ g,

related to eacn of the following:

P

(

! Regular reconciliation of bank statements.

{2) Maintenance of fixed assets inventory.
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(3) Deposit of incoming funds.

v4) Review of monthly revenues and expenditures.

§ie-13A~-2. Financial oversight by State
Superintendent c¢f Education; appointment and duties of Chief
Zducaticn Financial Officer; internal audits of schools and
school systems.

fa) The State Superintendent of Education shall
cversee the financial integrity cof the various local boards of
education and shzll appoint a Chief zZducation Financial
OZficer who shall be an employee of the State Department of
Lducation, The Chief Education Financial Cfficer shall be a

ied public accountant or nave eguivalent experience as

[
m
[
T
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h

determined by the State Superintendent of Education, shall

ave experlience in educaticoral or governmental finance, shall
zomplete tne Znstructicrnal program provided in Sectio:
Ze-13A-3 within the later cof six meonths cof its introduction or

2ix month
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nd shall have passed the mandated
competency test provided in Sectiorn 16-13A-3 within the later
2T si1x months of i1ts adoption or six months of appointment.
inancial Cfficer shall oversee the
coolection and analysis of the reports reguired by Section
~t=13A-6, shall make reports of the financial integrity of the
varicus iccal boards of education, shall assist school systems
xnose ILilnanclal poesition is detericrating, and shall make

other reports as deemed necessary or as required by law.
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(b) The State Superintendent of Education may employ
= sufficient number cof persons to analyze internal audits of
“he various local peoards of education and schools within the

imits of available funding. Internal auditors shall possess a

o

137

achelor's degree in accounting or finance and experience in
2ducaticnal or gcvernmental finance.

=

rt

(c) Contracts and employments entered into with

-
D

funds availlable to the State Department of Education pursuant
o this chapter shall reflect the racial, gender, geographic,
.rpan/rural, and eccnomic diversity of the state. A report
shall be made annually to the Legislature detailing the extent
22 which thils subsecticn has been implemented.

§1%-13A-3. Filnancial training of local

superintendents of education.
fa} The Ztate Sucerintendent of Zducation shall

s
W

develop programs for the instruction and training of local
superintendents of education in supjects including finance,
Lnstructicn, and legal reguirements. The instructicn and
“raining shall te designed to instill a minimum level of
competence In local superintendents of education. Tests of
competency shall be administered by the State Superintendent
of Education as reguired by Section 16-1-38.

(o) Persons emploved before the effective date of
~hls chapter as local superintendents by a local board of

=cducaticn cr elected by the people shall complete the mandated
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“raining and pass the mandated competency test within three
years of the effective date of this chapter unless they shall
sooner beccme emploved by another local board of education in
which case they shall immediately complete the mandated
Training and competency test. ALl local superintendents of
zducaticn shnall complete the mandated training and pass the

mandated competercy test before beling hired or elected as a
9] Y

1

=

2cal superintenrdent or after assuming office as provided in
P

psection {(C).

i
-

[anl

{c} The State Superintendent of Education, based

on reasonable cause, may allow a newly elected or appointed
B ¥

-
e

7]

aperintendent tc attend and satisfactorily complete the

training after assuming office.

]

§10~138-4,

-

sprolntment; removal of chief schocol

DU S
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T gyt o] = . .-
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tiens.,

-

8]}

(

{a} In consultation with the loccal superintendent of
zducation, the local board of education shall appoint a chief

szhool finencilal oificer who shall be an employee of the

t

(o) (1) If the position of chief school financial

cificer is wvacant for 30 days and the local board is not
actlvely seeking te fill the position, the State
Superintendent of Education may designate a chief school

financial officer for a period of not more than one vyear,

which may be extended from vear to vyear, unless and until the
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~ccal board appeints a person who meets the established

cgualifications. In addition, the State Superintendent of

1]

ducation shall designate a chief school financial officer if
~he pcsition has been vacant for more than 60 days.

{21 A person designated as chief school financial
>ificer by the State Superirterdent of Education may not be

urilaterally remeoved from that position by the local board of

i
@]
[
O
4]
ot

on pursuant to subsection (¢) without the prior
approvas of the State Superintendent of Education, but may be
replaced after cne year by a cualified person selected by the
1ocal poard.

VO

e

xcepl as specified in subdivision (2) of
subsection (b;, a local poard ¢f educaticn, upon a majority

vote of 1ts mwembers, shall have unilateral authority to remove

)]

(dy A perscn desigrated as a chief schocl financial
sZficer shall meet the minimum job qualifications established
ov the local board and the State Board of Education and shall
ocossess or be eligible to peossess certification required
cursuant te regu.atlons promulgated by the State Board of
Taducation.

§16-132-5. Supervision, fiduciary responsibility of
chieZ schocl filnancial officer; duties.

(2} The chief school financial cofficer shall work

under the direct supervision of the local superintendent of
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education pbut shall have a fiduciary responsibility to the
local board cf education.

{b; The chief school financial officer shall perform
each of the following duties:

{1l Verify the receipt of all funds to which the
_ocal board of educaticn may be entitled by law or which may
come 1ntec 1ts possession for public school purpcses.

(21 Verify the payment cf such funds, such payments
To occar only on written crder of the local superintendent of
education.

(3} Keep an accurate record of all receipts and
expenditures, and provide such information to the local
superintendent and the local board.

(4) Make reports as may be regquired by law, by the

_zcal board of educaticon, cor bty rules and regulations of the
3tate Board of Education.

{5) Perscnally nctifivy, in writing, each board member
and the local superintendent of education of any financial
Transaction ¢©f the Local board cof educaticn which the chief
ial officer deems to e neon-rcoutine, unusual,
wizhout legal authorization, or not in compliance with the
fiscal management pclicies ©f the koard. The notification

snall pe reccorded 1n the minutes of the board by the president

o7 the local beard of educatiorn.
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{6) Be bonded in an amount determined by the State
Board of Zducation.

§16-13A-%, Reguired reports.

fa) The State Board of Education shall by regulation
crovide for various firancial and other information which
~ocal superintendents of education shall have prepared for the

lzcal boards of education, including, but not limited to, the

(1 A menthly financial statement showing the
inancial status of the local board of education accounts with
ictemized categories specifisd by the State Beocard of Education.

127 A monthly repcrt showing all receipts and the

(%}
4
=3
O
s
t
=
Lot
I
(g
T
(@]
[

t chowing all expenditures with

_tamized categorles speciiiecd by the State Board of Education.

{2) Montnly and/or quarzterly reports showing
=ypenditures relative to such prolected budgert.

{0; A yearly report of the fixed assets inventory of
—n2 Local board of education with ltemized categories
specified by the State Board of Education.

¢ 7} Financial and other information necessary to

articipate in national statistical studies on education.

'

{o) The finarcial information required in subsection

‘al, as well as any other firnarncial informaticon which the
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State Board of Education shnall require, shall be submitted in
writing and/or electreonically to the Chief Education Financial
officer by the 15th day of the month following its
cresentaticon to the local board of education.

(c) ALl local boards of education shall be required
2 implemert a stardardized financial accounting program as
determined by the State Department of Educaticon to collect the
information required by this chapter and to provide for ease
27 1nput by lccal boards of education and ease of monitoring
oY a locai board of education, its Chief Finance Officer, and
the State Department of EZducation. If a local school system's
fnancial report 1s found te pe in conflict with generally
accepted accounting principles, the State Department of

Lcucation shall issue a nctice to that school system informing

Hy

oI such and reguest that croof of correcticn of conflict be

[ 1

“crwarced to the State Department of Education and approved by

“ne State Superintendent of Education within a reasonable {ime

{d) All firnarcial documents, 1in whatever source
maintalined, are puplic documents, and shall be cpen to
~ngpection and accessible to the public. An arnual budget and
moenthiy finarncial statements with supporting spread sheets as
supmitted tco the State Department of Education shall be made

avallable to the gereral public at the local school system

internet site.
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§16-13A-7. Audits.

(a) (1) The yearly business and financial
transactions of & local board cof education shall be audited as
sarly as possible after the end of the fiscal vear.

(2) The audits of the books and accounts of local
coards of educaticn shall be conducted by the Department of
Zxaminers of Public Accounts. The Department of Examiners of

[

ubiic Acccunts shall audit, review, and otherwise investigate

"

ine recelpts and disbursements of funds of sach local board in
the same manner 28 audits are performed on other agencies and

departments of the State 0of Alabama.

%S
e .’

T
-

Ny local beoard of education governing a city

&

chool syster, other than thncse city systems required by law

¥l

&

ke audited py the Department of Examiners of Public

1
1]

counts on the =2ffective date of the act adding this
-anguage, may employ a certified public accounting firm or
irms or use the Department of Examiners of Public Accounts to
cerform 1ts vearly financial audit of 1ts books and accounts
including a legal ceompliance audit and program compliance

zudiz. The foregoing to the centrary nctwithstanding, a city

joR

i
1))
it
(]
3
z,
0
o
1§
-
o]
o]
n
a3

had any financial form of intervention by the
State Superintendent of Education shall be audited by the
Cepartment of Examiners of Public Accounts, or if any such

intervention should become necessary at any future date, such

city system shall be audited for three future years by the
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Department of Examiners of Public Accounts. The Department of
Zxaminers of Public Accounts or the certified public
accounting firm cr Zirms shall perform a yearly legal
compliance audit in accordance with Chapter 5, commencing with
Secticn 41-5-1, of Title 41, and if the compliance audit
results in adverse findings by the Department of Examiners of
fublic Accounts or the certified public accounting firm or
Tirms, the adverse findings shall be repcrted to the State
Superintendent cof Educaticn. If the adverse findings involve
misappropriation or theft, such findings shall alsc be
reported tc the appropriate district attorney and the Attorney
Zeneral.

Legal cempiiance audits and program ccocmpliance

n:
ot
o0}

audits performed by a priv certified public accounting firm

I

of the Department oI Zxaminers

6]

=hall adhere To tThe =% c

D

nada

(
1]
(
[

sf Public RAccounts for each respective tvpe of audit. The
Cepartment of Examiners of Public Acccounts shall provide these
standards to the private certified public acccunting firms.
Any adverse findings shall be rnoted in the audit report and
rzported to the State Superintendent of Education. Such

adverse firdings shall, upcn request, be provided to any

{b) A local board of education may request an audit

»Z system funds under control cof the same local bocard by the

Department of Examiners of Public Accounts whenever there is a

Page il
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permanent change 1in the position cof local superintendent of
education or chief school financial officer.

(c) A local bcard of education by majority vote may
unilaterally regquest an audit of any school or school system
acccunt under centrol of the same local board by the
Department of Examiners of Public Accounts, 1f the board deems
such action 1s in the best interest of the scheool system.

id) The findings of audits conducted pursuant to
this section shall be presented to the local board of
education in a becard meeting. The State Superintendent of
Fducatior shall be sent a copy of the audit to review and
shall be notified cof the time, rlace, and location of the
meeting at which the findings will be presented to the local

board of education. Audits are public records.

|#74]

b

o)
)

Autnherity to expend fund

of

Each Zccal pecard cf education shall adopt
orocedures relating to the expenditure of funds which de¢ not
require express board aperoval pricr to the expenditure. A
iocal superinterndent of educatior, subject to these policies
and board-approved pudget limitations, may expend funds
without prior approvai c¢f The beoard. All such expenditures
snall be included in the monthly report to the board of
expenditures reguired pursuant to this chapter.

§16-132R-9., Reserve funds.

Page 12
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A local board of education shall develop a plan to
establish and maintain a minimum reserve fund equal to one
month’s cperating expenses.

§16-13A-1C. Penalties for failing to comply with
chapter. If an employee or official of a local board of
=ciucation deliberately, willifully, or wantonly fails to
provide the local board of education, the State Department of
Education, the State Superintendent of FEducation, or the Chief
“ducatior Financial Officer with accurate information required

pursuant to this chapter or pursuant to regulations of the

03]

tate Department ¢f Education or the State Board of Education,
sr 1€ the emplovee knowingly, willfully, or wantonly provides
inaccurate information, the employee is guilty of a Class A

-1

(2]
{ad

1 2-11. Liakility.

(%50

No individual member of 2 local board of education
shall ke held financially liable for misappropriation of funds
~f —he leccal koard ¢f educatiorn unless the individual acts
#illfully, maliciously, fraudulently, 1in bad faith beyond his

or her

(U

utherity, or pursuant To & mistaken interpretation of
~he law.

§le-13A-12. Bonding.

{a) The following officers and employees of a local

board of education shall be bonded in amounts fixed by the

Page 13



)
Ul

[N}
fisS

i
o

en 153 (WS

(@R

{3

(S

[¢%:

e

HB9Y

iocal board of education and approved by the State
Superintendent of Education:

(1} Local superintendents of education.

(2) Chief school financial officers.

{3} Any other empioyee of a local board handling
“scal board of education funds as required by the board.

(b' The Chief Education Financial COfficer shall be

nonded ir an amount fixed by the State Superintendent of

“ducatior and apprcved py the State Board of Education.

(cy A certified copy of the bond shall be filed with

&1
-]
Y
w
Tt
93]
ct
D
#P]

uper.nterdent of Education.

le-13A-13.

L

Budge® and financial information used for public
gets shall be published on a

form provided by the State Superintendent of Education. Such

9]

irfarration snhall ceontain financizl information at beth the
s~nool and schocl district levels.

Saction 16-68-4 of the Code of Alabama

()

Section

1575, is amended to read as follows:
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Following the analvsis of the financial
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integritv of each local board of education as provided in

subsection (a) or (b) of Section 16-13A-2, 1f a local board of

education 1s dstermined to have submitted = fiscally unsound

pasger financial reports, the State Department of Education

witr shell provide assistance and advice fo—esmpiete—amd

sl feeeb—ereterere . T during tThe assistance Smpreparing
r—revirsedt—tudests the State Superintendent of Educaticn

determines that the local board of education is in an unsound

b

iscal nosition, & person or persons wizT shall be appcinted

ntendent of Education to advise the

[N

he Stat

143]

Super

&)
[
it

day-te-day financlal operations of the local board ot
educaticn. If after a reasonable pericd of time the State
Superintendent of Education determines that the local board of
eacucation is still in an unsound fiscal cendition, a request

wi—+ shall be made to the State Board of Education for the
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direct contreol of the fiscal coperation of the local board of

=ducation. If the regquest 1s granted, the State Superintendent

of Education snall present to the State Board of Education a

croposal for the implementation of management controls

necessary Lo restore the local school svstem to a sound

financial condition. Upon approval by the State Board of

“ducation, the State Superintendent of Educaticn wititr shall

zppoint an 1ndividual to be chief financial officer to manage

T
VY
®

fiscal cperaticn of the local board of education , until

such time as the fiscal condition of the system is restored.

The chief firnancial cfficer shall perform his or her duties in

Ll

ccordance with rules and regulations established by the State

[

I
-

rd of Zducatlon in concert with applicable Alabama law.

Q1

Tersoirs Any person appeinted by the State Superintendent of

IRy

63

1
|9

Fh

ation to =zerve as chis

(n

9]

financial officer to manage the

1

cperation of a local board of education shall be

I»VJ

1sca

(3

required

O

give bond with a surety company authorized to do

~usiness 1

aj

Alabama and shall not be required to receive
avproval cof the local superintendent to expend monies =s
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o f—erhreatrom sttt e—Seertormr—316—4—8+ The chief financial

cfficer shall serve at the pleasure and under the direction of

—he State Superintendent of Education. The State
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Superintendent of Education, directly or indirectlv throuah

the chief financial officer, may direct or approve such

actions a&s mav in his or her judgment be necessary to: {1

Prevent further deterjoration in the financial condition of

the local board; (2) restore the local board of education to

financial stabilitv; and (3) enforce compliance with

statuboryv, regulatory, or ctkher binding legal standards or

reguirements relating to the fiscal cperation of the local

pocard of educaticn. Nothing in Chapter 13A or this section

snal!l be construed tTc deprive any empleovee of any procedural

or substantive richt that would cotherwise be guaranteed to the

emplovee under the United States Constitution and the laws of

—he State of Alabama."

Secticn 4. If z court of competent jurisdiction
adiudges Invalid or uncenstituticnal any clause, sentence,
raragraph, sectien, or part of this act, such judgment or
decree shall not affect, impair, invalidate, or nullify the
remainder of this act, but the effect of the decision shall be
zonfired te the clause, sentence, paragraph, section, or part
2I tnis act adjudged to pe invalid or unconstitutional.

Sectiocn 5. All laws or parts of laws which conflict
w2th this act are repealed, and Sections 16-8-33, 16-9-3,
lo-11-6, 16-11-7, 16-13-10, 16-13-11, and 16-13-12 of the Code

cf Alabama 1975, are specifically repealed.
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Section €. Although this bill would have as its
purpose or effect the requirement of a new or increased
expenditure of local funds, the kill is excluded from further
requirements and application under Amendment €21 because the
p.ll requires expenditures only by a school board and defines
z new crime or amends the definiticn of an existing crime.

Secticn 7. This act shall become effective on the
first day c¢f the third month following its passage and

approval Dy the Governcr, or its otherwise becoming law.
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Speaker of the House of Representatives

%f%,/%zf

President and fIESlleG Officer of the Senate

Housa of Representatives

T hereby certify that the within Act criginated in
and was passed by the House 19-JAN-06, as amended.

Greg Pappas
Clerk

Secnate 02-MAR-06 Passed

Alabama Secretary of State

Aot Num....: 2006—196
Bill Num...: H—-94
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