Financial Controls Policy DRAFT

STEM SCHOOL HIGHLANDS RANCH POLICY
Financial Controls Policy

|. PURPOSE

In addition to providing sound financial controls for STEM School Highlands Ranch
(STEM), this Financial Controls Policy is designed to fulfill STEM’s obligations under the
Charter School Contract between STEM School Highlands Ranch and the Douglas

County School System (DCSD) dated—duly—4-—2026—(“Charter Contract”’), see e.g.,
Charter Contract Section 3, as well as be consistent with STEM’s Bylaws.

II. POLICY

A. Process and Management of Budget

%

SFEM-Seheol-(STEM) is an organization that annually manages government and private sums
of money. The Board of Directors (the Board), Chief Innovation Officer (CIO), Executive
Director, Directors, Prineipats; Chief Financial Officer (CFO), STEM Board Finance Committee,
independent auditor, and various members of the STEM staff and contractors all have roles and
accountabilities in the exercise of fiscal due diligence and prudence in operating and managing
STEM. This document sets out these responsibilities in more explicit terms, to ensure that all
involved understand the scope (and limitations) of their individual and collective responsibilities.
Once enacted by the Board, it serves as binding policy for financial operations at STEM.

1. Summary of Accountabilities:

a) The Board - It is the Board’s fiduciary responsibility to provide corporate financial
oversight and financial direction (including short-term and long-term fiscal goals and
targets) to the Chief Innovation Officer-Exeeutive-Directer-and for the whole of STEM
School. The Board approves the annual operating budget and shall oversee the
school’s financial performance and compliance with legal requirements, operating
budgets, and financial plans.

b) The Finance Committee — This Board committee reviews monthly financial activities and
assists the Board in its fiduciary duty of financial oversight. The Finance Committee
shall have at least ene-but-net-mere-than-two Board members on it at all times. The
Finance Committee will have non board members as part of the committee to ensure

that all areas of responsibilities are covereds-e=Speecial-Education-NGkB-issues.

c) The Chief Innovation OfficerExeeutive—DBireetor - Ultimate staff accountability for
executing the financial plans of the organization is vested in the CIOExeeutive-Direetor.
The ClOExeeutive—Bireeter is supported in this task by consulting with the Finance
Committee as needed and by the Ghief-Finaneial-OffieerCFO,=and Business Office their
Assistant(s)staff who is directly responsible for ensuring that financial operations are
within the boundaries of the Board-approved budget.
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d)

Every STEM staff member is required to follow leadership direction and guidelines and
to exercise financial prudence and conservatism in every action and decision made on
behalf of STEM.

2. Budget Control:

a)

Budget - The Board will receive a working draft of the annual budget for the upcoming
year by the March 4Board Meeting. This preliminary draft will be submitted to the Board
for its approval and forwarded to DCSD on or before dune=tApril 15 per the Charter
Contract. The final revised budget for the upcoming school year will be approved by the
Board and forwarded to DCSD by May 15 per the Charter Contract. The adopted budget
for the upcoming school year shall be approved by the Board and forwarded to DCSD by
May 30 per the Charter Contract.re—See—EGharter-Gontraect=Seetion-3-3-. The revised
budget for the current school year will be approved by the Board of Directors and
forward to DCSD on or before December 15 per the Charter Contract.

Budget Flexibility — Actual totals for any expense line item will usually not match the
budget exactly. Any changes will be tracked in a “Projected Year-End” column next to
the “Board Approved Budget” in the monthly income statements.  This way, the
“Projected Year-End” numbers become the “Working Budget” and the comparison of
monthly and year-to-date totals to the (Projected Year-End) budget does not lose its
effectiveness as a management tool.

At the end of the year, any variance between the Board-approved budget and the actual
June 30 numbers must be explained to the Board and to the independent financial
auditors so that any necessary explanations can be included in the financial audited
reports. An una

This flexibility is granted to the ClOExeeutive-BDireeter and CFOGhief-Finaneial-Officer
because the purpose of the budget is to provide an effective management tool that will
allow for the successful completion of planned programs and activities within the
financial framework established by the Board-approved operating budget.

Budget Revisions - If a change in circumstances or an unforeseen event causes the
ClOExeeutive-Bireetor to believe that the current budget has become unrealistic and that
it is no longer possible for STEM to operate within the boundaries of the budget, the
ClOExeeutive-Bireeter will give a full report of the circumstances to the Board along with
a recommendation for a new course of action. The Board may approve a revised budget
or give the ClOExeeutive-Direetoer other direction.

3. Cost & Commitment Control:

a)

b)

Staff — starting with the ClOExeeutive=Bireeteor and extending throughout STEM —
responsible and accountable for budget compliance.

The ClOExeeutive—=Bireeter has full accountability for delivering the revenue stream
projected and maintaining expenses at or below those outlined in the Board-approved
budget.

Annually, the CFOGhief—Financial—Offieer will be asked to prepare budget detail

schedules for specific expense accounts for the ClOExeeutive—Direeter. These
schedules will be an itemization of the intended uses of budgeted funds. The expense
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accounts will include categories such as: Technology, Professional Development and
Extra Duty Stipends. This is an illustrative list only; it is not exhaustive.

Even after the budget has been approved, the ClOExeeutive=Bireetor or CFOEhief-
Finaneial-Offieer must pre-approve financial commitments and purchases initiated by the

STEM staff. This pre-approval process shall be per the STEM usualy-takes-place-by-
means-ofthe-Accounts Payable process-(deseribed-betows.

4. Auditing
a) STEM must go through an independent financial audit on an annual basis to in effect
prove that we are using the funds in a legal and fiscally prudent manner. The audit report
shall be presented to the Board for approval and delivered to DCSD by October 15 per
the Charter Contract.
b) In addition, all materials must be made available for public inspection as part of the
state’s financial transparency laws.
5. Reporting:
a) Monthly financial statements will be distributed to the ClOExeeutive—Bireetor, the

Finance Committee and the Board, all of whom are expected to review the monthly
statements in a tlmely manner. Quarterly flnanC|aI reports will be sent to DCSD per the
Charter Contract.“with C

The schools website shall be used to comply with the Financial Transparency
requirements and all required materials will be posted within 45 days of all reconciliation.
All bank statements and other investment statements will be posted with 30 days of
receipt and reconciliation.

The school shall maintain the following items on their website in a searchable PDF
format

1. Approved budgets by fiscal year

2. Revised budgets by fiscal year

3. All bank statements

4. All other statements that reflect any investments by the school.

Summary of Financial Report Distribution

Monthly: Board of Directors
Finance Committee
Chief Innovation Officer
Executive Director

Quarterly: Board of Directors
Finance Committee
Chief Innovation Officer
Executive Director
DCSD
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Unaudited Year-End Report: Board of Directors
Finance Committee

Chief Innovation Officer
Executive Director
DCSD

Annual Audited Report: Board of Directors
Finance Committee
Chief Innovation Officer
Executive Director
Enrichment/Academy Board of Directors <
DCSD
Colorado Department of Education (CDE)
CO State Auditor for Local Governments
EMMA (Bond Required)

B. Asset Protection Policies
STEM staff may not allow assets to be unprotected, inadequately maintained nor unnecessarily
risked. Accordingly, they may not:

1.

2.
3.

ook

Fail to insure against theft and casualty losses and against liability losses to Board
members, staff or the organization itself to beyond the minimally acceptable prudent level.
Allow unbonded personnel access to material amounts of funds.
Subject facilities and equipment to improper wear and tear caused by insufficient
maintenance.
Unnecessarily expose the organization, the Board or staff to claims of liability.
Make any purchase without consideration being given to securing a competitive price.
Make any purchase wherein normally prudent protection has not been given against conflict
of interest.
Make any purchase in excess of $25,000 without obtaining a minimum of three (3) bids
unless specmcally walved by the CIOExeeu-t-weD-rreetef —Exeep-t-tene—may—beg-ﬁaﬁted-m-t-he
g enderin the best interest of
STEM Such a waiver is to be reported mcludlng adequate reasoning, at the next Finance
Committee meeting. However, Finance Committee reporting and concurrence of the
necessity of said waiver should be obtained by the CIO, unless timing of such would create
an operational challenge or not be in the best interest of STEM. Generally, the terms of any
contractual relationships shall not exceed one (1) year, at which time it witmay be re-bid.
The Finance Committee has the ability to waive the necessity to rebid ongoing contractual
relationships, should the existing relationship be adequately performing and pricing remains
reasonable based on the most recent bidding process.
Make any purchase in excess of $25,000 without Board approval unless it is specifically
included in the current budget and has been previously reviewed by the Finance Committee.
The Finance Committee is to review all budgeted purchases in excess of $25,000 as part of
the annual budgeting process and report back to the Board as needed.
To clarify regarding paragraphs g) and h) above, a purchase in excess of $25,000 also
includes any contracts in which the actual or anticipated expense(s) over the proceeding 12
months would exceed the $25 OOO threshold
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4#4=STEM is to maintain insurance protecting STEM, the Board of Directors, STEM employees,
volunteers, and the District per the Charter Contract requirements.at-teast=the=folewing-

insurance-coverages:

Each year the ClOExeeutive—Bireeter and CFOGhiet—Finaneial—Offieer will take the
appropriate actions to ensure that quality coverages are secured at the most favorable
premiums available.

C. Management Policies

1. Contractual Commitments — The ClOExeeutive-Bireeter is the only person authorized to sign
contracts on behalf of STEM. This policy includes, but is not limited to, contracts for goods
as well as contracts for services.

a) STEM's policy is to schedule/make payments after goods and/or services have been
successfully received unless the ClOExeeutive-Bireetor has given his or her approval to
‘pre-pay’ an expense. The CFO©perations—Director——Chief-Finaneial-Offieer should
review contracts that include scheduled payments before execution to ensure the
availability of sufficient cash.

2. Value-In-Kind (VIK) Donations — Value-In-Kind (VIK) donations to STEM are only to be

accepted with ClOExeeutive-Direeter approval.—See-alse-Bylaws-Seetion-9-3-(Designated-
Contributions”).

3. Check Signature Policy — Checks may be signed by the CIO, Executive Director, or
Prineipat/Directors, or Board’s President or Treasurer.

4. Checks in Excess of $10,000 — Payments in excess of $10,000 must-beare required to be

approvedautherized by President-ef<the Board of Directors Treasurer or an assigned board
member W|th|n 60 days of issuance. —'pr+ee+|y—th19—meene—thebﬁ#e—e+gﬁetwee-areﬁequﬁed-

membe-ﬁ If STEM makes payments in excess of $10 000 by some other means besrdes a
check, then the TreasurerPresident still must autherizeprovide approval within 60 days.
Pre-approved continuous purchases that exceed $10,000 (e.g.UHC, Xcel Energy) will have
pre-approved documentation by the Board TreasurerPresident= or an assigned board
member and kept in the current year audit file.

5. Reimbursement to Member of the Board of Directors - Members mayvﬁt-l-be reimbursed for
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6. Minimum Fund Balance — STEM will work towards maintaining a minimum fund balance
equal to the greater of $500,000 or 20% of current budgeted revenue, or amounts dictated
by current debt obligations plus TABOR.

D. Accounting Policies and Procedures

1. Purchases — All purchases must be pre-approved by the ClO, Executive Director, CFOGhief

Finaneial-Offieer or Prineipal/Directors before STEM will be financially obligated.

a) The ClOExeeutive-Bireeter will submit to the bBoard of dDirectors periodically a list of all
items in excess of $10,000 that should be pre-approved. These include but are not
limited to payroll, benefits, taxes payable, and rent/lease or bond payments, utilities,
reoccurring insurance payments. This list should be updated as new items are identified.

b) Orders for all supplies should be requested through delivered=te-the Business office or
the purchasmg aSS|stant utllzmg the STEM Purchase Request process —'Iilire-|=eq-ts|esfc-\€e-|h

(Ad-d-eﬁd-um-B-)- The school Pﬂnel-pa#Dlrector-ehﬂaeﬁhaeeleiaﬁi will approve aII requests
for classroom or instructional supplies.

c) The ClOExeeutive—Bireeter or CFOEhief~Financial—Offieer will approve all requests
outside of those needed to support the instructional program of the school.

2. Accounts Payable — STEM will only pay expenses upon receipt of an invoice, purchase
order and packaging slip. STEM will not pay in response to a statement of account. Invoices
will be paid when due, and discounts offered for prompt payment will be taken if available.
Copies of checks written will be filed withstapled-te-the supporting documentation-and-filed-
alphabeticalty-by-vender. Recurring monthly purchases will have a letter at the front of the
vendor folder signed by the Exeeutive=BireeterCIO and CFO stating approval. (eg. Xcel,
Comcast, Safe Systems etc)

3. Check Requests — A purchase order form is to be used to initiate a prepayment of expense
reimbursement. Generally, reimbursements are rarely done, however if one has received
pre-approval to purchase something and an employee personally paid for the purchase, the
invoice should be forwarded to the Business Office along withare the purchase order.

4. STEM Debit Card=-Reeeipts— The use of a STEM debit card is a privilege and is limited to
the CIO, Executive Director, CFOGhief—Financial—Offieer, Prineipal/Directors, and the
Purchasing Assistant.
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9. Bank Transfer — Each month the PPR (per pupil revenue) revenue comes into the Colorado
Trust Account on the 25th of each month. The transfer of funds is requested by the
CFOGhief-Finaneial-0ffieer to move from Colorado Trust account into a STEMthe-First-Banlk
operating bank account. The transaction is initiated by the CFOEhief-Finaneiat-Officer and
the ClOExeeutive-Direetoer reviews and approves prior to the transfer.

10. Month-End Procedures — Financial statements are produced and distributed each month. ina=

month end procedures are completed:

a) Payroll
i) Book Bi-monthly payroll, book bonuses, vacation payouts, travel expenses, other
misc. items

i) Record PERA (Public Employees’ Retirement Association) accrual
iii) Record payroll liabilities including 401K and 403B
b) Banking
i) Confirm that all bank transfers have been recorded and coded accurately
i) Book cash account reconciliation items
iii) Account for bank fees and interest rates
iv) Reconcile all bank accounts to the bank statements
c) Revenue
i) Record PPR Revenue and adjust for state intercept payment
i) Reconcile the general ledger to detail
iii) Check and update accounts receivable records
iv) Run accounts receivable aging to estimate bad debts
v) Reconcile accounts receivable in books to detail
vi) Ensure all records are made properly & accurately
d) Expenses
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11.

12.

13.

14.

E.
1.

i) Review and book prepaid invoices

ii) Adjust records on all invoices which are due by the end of current month

iii) Monitor and arrange records on deferred rent

iv) Make reversing entries (if any) from previous month(s)

v) Categorize expenses as required to various classes in the general ledger

vi) General Ledger review including all Balance sheet and Income statement accounts
vii) Book Depreciation and Amortization entries as applicable

viii) Check the trial balance (revenue and capital accounts in the general ledger)

ix) Run profit & loss account analysis

x) Compare financial actuals to budget

Equity Account Classification — STEM operates under two major fund types

a) Restricted-assigned: Funds that have been designated for a specific purpose which can
be directed by state, donor or the Board of Directors of STEM.

b) Unrestricted-unassigned: Funds that have not been designated for a specific purpose
and are used for the general operation of the school.

Petty Cash — The CIO may authorize the use of petty cash, managed by an assigned
Business office staff member. The petty cashFhe—school-Administrative—Assistant—ean-
maintain—petty-eash—that may be used when staff needs to make an impromptu, routine
purchase for an operating expense that will cost less than $50.00. The amount in petty cash
is not to exceed $150.

e)—=The petty cash fund will be audited monthly by the CFOEhief-Financial-Officer
d) The petty cash fund should be audited on a semi-annual basis by the Board of Directors
Treasurera member of the school Board of Directors.

Returned Checks — STEM will charge $25.00 for each check that is returned by the bank
due to insufficient funds.

Fixed Assets — Purchased fixed assets are recorded at historical cost =f>greater than or

equal to=thanm $5,000.00 for any one individual item. Depreciation is recorded based on the

straight-line method using actual month convention and depreciated down to zero. The

following is a schedule for fixed assets:

a) Furniture and Fixtures 5 years

b) Technology 2 years

c) Building 40 years

d) Building improvements 10 years

e) Large Capital Construction/Remodel 15 years or the life of the lease whichever is
shorter.

Internal Control

STEM proactively implements internal control procedures in order to:
a) Encourage adherence to prescribed managerial policies

b) Promote operational efficiencies

c) Safeguard business assets from misuse, fraud and theft

d) Ensure accurate and reliable accounting data
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2. Basic principles considered in the development of STEM’s system of internal control are:
a) Responsibilities should be clearly established
b) Adequate records should be maintained
c) Assets should be insured
d) Record keeping and custody should be separated
e) Responsibility for related transactions should be divided
f) Personnel should be rotated (when feasible)
g) Employees should be informed
h) The system should be under constant review
i) Appropriate documentation should exist
j) Prescribed policies and procedures should be consistently applied
k) Confidentiality of information

3. Internal controls are regularly reviewed by the CIO with the assistance of the Finance
Committee and CFO as well as by independent auditors during financial audits.§

4. Maintenance of files - The school as the fiscal agent for all state and federal educational
funds must develop and maintain a viable system to process and store all payment and
backup materials. The school will follow all applicable federal and state financial laws and in
accordance with GAAP (generally accepted accounting practices).

a) The school must go through an independent financial audit on an annual basis to in
effect prove that we are using the funds in a legal and fiscally prudent manner. In
addition, all materials must be made available for public inspection as part of the state’s
financial transparencytransparenee laws.

b) In order to accomplish these goals and requirements the school must develop a system
of processing and retaining records. Fhe-fellowing-outlines-the-process-whereby-S+Eiv-
wit-eomply-with-these-requirements—=These records will be maintained in a paper format
for two years and electronic for seven years.

c) Fhe-sehee IPTIRRSIS A D
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6. Legal Contracts - Contracts will be reviewed by the CFOGhiefFinraneial-0ffieer, with final
review by the CIO prior to review and approval by the Board of Directors.-and-a-copy-ofthe-
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F. Conflicts of Interest
Each year members of the Board of Directors are required to review and sign the “Board

Conflict of Interest FormM” per the Board Confllct of

Approved by the STEM School Board on

(dd/mmlyyyy)
STEM School Highlands Ranch

By:

(Signature, Board secretary)

(Printed name, Board secretary)

Adopted: date
Revised: date
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