Required Financial Coding for Athletic Expenditures

  Act 255 of 2007 will require the Division of Legislative Audit to review reported athletic expenditures of every school district at least once every five years.  ADE has provided the following information to Legislative Audit as the current financial coding requirements for athletic expenditures.  All of these requirements are in effect for 2006-2007 and will be used by Legislative Audit as they conduct the Act 255 audits of school districts’ athletic expenditures:  

1. All athletic expenditures must be charged to a budget unit containing the appropriate fund, source of fund, function, and location codes. For all athletic expenditures, the budget unit must include program code 115.

2. The salaries and benefits of any instructor assigned to a class for students participating in an “Interschool Athletic Program” must be coded as an athletic expenditure, even if the course is offered for Physical Education credit. 

3.  Expenditures for Property Insurance, Utilities and all other Maintenance Expenditures must be charged to athletics based upon the portion used to support athletic activities.  If the amount pertaining to athletics cannot be distinguished from the non-athletic related amount, a reasonable and well-documented allocation method must be used.  One method approved by ADE is to allocate these costs based on the percentage of athletic salaries paid from the Teacher Salary Fund to total salaries paid from the Teacher Salary Fund.  Salaries paid all personnel in positions requiring a teaching license from ADE must be paid from the Teacher Salary Fund.  All allocation methods will be subject to audit and must be well documented.

4. Act 255 of 2007 specifies that the following should be considered an athletic expenditure:  “Travel, including bus-related operation and maintenance, to and from any Interschool Athletic Program event for students, faculty, spirit groups, band, or patrons of the school district.”  The state-wide average student transportation cost per mile for 2005-2006 was $3.31 and that amount must be used for 2006-2007 athletic transportation costs unless the school district develops a reasonable and acceptable alternative allocation method.  All alternative allocation methods will be subject to audit.  Therefore, all documentation supporting alternative allocation methods must be retained.
One of the main areas of inconsistency regarding athletic expenditures involves the salaries and benefits of coaches.  The following rules currently apply to salaries and benefits paid coaches:

1. All coaching stipends, and the benefits related to those stipends, must be charged to athletics.

2. All pay for extended contract days pertaining to athletics, and the benefits related to those days of pay, must be charged to athletics.

3. The base contract amount for coaches, per the district’s Teacher Salary Schedule, must be allocated between athletics and non-athletics if, during the school day, the coach is assigned to classes that are especially for students participating in an Interschool Athletic Program.  For purposes of allocating the salaries and benefits of coaches, preparation periods in excess of one must be allocated to athletics.  

Example:

Coach Smith’s salary per 190-day Teacher Salary Schedule
$39,900


Plus:
Coaching Stipend
2,000



10 additional days of pay (39,900/190 x 10
2,100


Coach Smith’s total salary
 $44,000

Coach Smith is assigned to a high school with seven periods per day.  He teaches a math class for four periods, has one class made up of the football team, and has two preparation periods.  His salary and benefits should be allocated to athletics as follows:


Base pay per Teacher Salary Schedule
$39,900



Base pay allocated to athletics:




Football class (39,900 / 7)
$5,700




Extra prep period (39,900 / 7)
5,700


Total base pay allocated to athletics
$11,400



Coaching stipend charged to athletics
2,000

10 additional days of pay charged to athletics
 2,100
Total salary charged to athletics
$15,500



Percentage of total salary charged to athletics (15,500 / 44,000)     35.23%


Therefore 35.23% of the annual salary and benefits for Coach Smith should be charged to athletics, program code 115.  The budget unit information on the pay rate screen in Pentamation would appear as follows:


1000 1150 ??? 115 ??

35.23


1000 1140 ??? 000 ??

64.77

The following procedural change is being made that affects the allocations of Property Insurance, Utilities and Other Maintenance Expenditures:

ADE will not provide the allocation percentage spreadsheet, based on salaries, that has been used previously for allocation purposes.  If a district chooses to use this allocation method for Property Insurance, Utilities and Other Maintenance Expenditures, the district will be responsible for calculating this percentage from district records.  Due to the known inconsistencies in allocating athletic salaries in 2005-2006, beginning with 2006-2007 current year salaries should be used for this purpose and those salaries must be allocated as stated above.  This allocation percentage can be determined immediately following the last payroll for the school year.   If this allocation method is used, salaries must be allocated correctly or Property Insurance, Utilities and Other Maintenance Expenditures will also be incorrect and multiple audit findings could result.  

Act 52 of the Second Extraordinary Session of 2003 is codified as Arkansas Code Annotated §6-20-2003 and requires the local school board of each school district to provide an annual report of prior year athletic expenditures and current year budgets by September 15 of each year.  The information for this report is obtained from information districts submit in Cycle 1 and ADE prepares the actual report.  Only expenditures from state funds are to be reported.  Therefore only the athletic expenditures paid from the Teacher Salary Fund and the Operating Fund are included on the report.  Gate receipts, private donations, fund-raiser revenues and any other non-state revenue pertaining to the athletic program should not be deposited in the Teacher Salary Fund (Fund 1) or the Operating Fund (Fund 2). These non-state revenues are typically deposited in the Activity Fund (Fund 7) and expended from there.  Salaries paid to Interschool Athletic Program personnel in positions requiring a teaching license must be paid from the Teacher Salary Fund and will therefore always be considered paid from state funds.   A Cognos report will be created and will allow districts to review and validate the athletic expenditures and budget information before submitting Cycle 1.

APSCN will emphasize the coding of Athletic expenditures during fiscal year-end training scheduled for June 2007.  Please contact APSCN Financial Field Support personnel or the APSCN Help Desk at 800-435-7989 if you have any questions relating to the coding of athletic expenditures.

