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Township Financial Functions

• Adopt budget and appropriation ordinance

• Adopt levy

• Annual audit

• Approve expenditures/warrants from
township and road district

Stay out of the News!
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Township
Best Financial Practices

• Accounting and Financial Reporting
– Elements of Financial Accounting, Financial Audits

• Internal Controls
– Separation of Duties

• Deposits; Disbursements; Bank Reconciliations & Financial
Reporting

• Examples of Fraud – DIXON, ILLINOIS

• Mandatory Reporting
– Comptrollers Report, Treasurer’s Report, Tax Levy

Ordinance, Budget & Appropriations Ordinance
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Accounting and Financial Reporting
Elements of Financial Accounting

• Assets = What is Owned
• Liabilities = What is Owed to Others
• Equity = What is Owed to the Owners
• Accounting Equation: Assets = Liabilities + Equity
• Income
• Expense
• Balance Sheet (Statement of Net Position)
• Income Statement (Statement of Activities)
• Generally Accepted Accounting Principles (GAAP)
• Governmental Accounting Standards Board (GASB)
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Accounting and Financial Reporting
Elements of Financial Accounting

Assets - Liabilities = Equity
Home - Bank Mortgage = Equity

Township Cash – Liabilities (A/P) = $$ Avail. To Spend
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Accounting and Financial Reporting
Financial Audits/Annual Financial Statements

• When is an Audit Required?
– If your revenue is $850,000 or greater, you must have an annual audit by a CPA

within 6 months of the close of the fiscal year. 60 ILCS 1/80-20.

– If your revenue is under $850,000, independent auditing committee must do
an audit within 6 months of the close of the fiscal year

– In the event of the end of a term of office or a vacancy in the office of
Supervisor, townships with revenue under $850,000 must have an audit by a
CPA within 6 months of that event

• Conducted by Independent CPA or committee
– Definition of Independence

– Independent auditing committee: 3 township electors chosen by
township board. May not be a township board member or relative.
Committee members must be proficient in accounting.
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Accounting and Financial Reporting
Financial Audits/Annual Financial Statements

• Includes a Review of Internal Controls

• Management Letter

– Top 10 Management Letter Comments &
Recommendations

• To Render an Opinion on Compliance with GAAP

• FORENSIC AUDIT vs. Agreed Upon Procedures

Accounting and Financial
Reporting

Annual Financial Report

Example: Balance Sheet

TOI Annual Conference 9



11/13/2013

4

Example: Income Statement
(Statement of changes in
Revenues, Expenditures, and
Fund Balances)

Accounting and Financial
Reporting

Annual Financial Report
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Accounting and Financial
Reporting

Annual Financial Report

Example: Management Letter
(Recommendations)
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Management Letter
Top 10 Management Letter Comments & Recommendations

1. Petty Cash – no policy (set limits on what can be held in petty cash)

2. Fund Balance Policy – establishing minimum levels for cash flow

3. Accounts Payable – approval process for paying bills (board approval and warrant list)

4. Netting of Revenues and Expenses – example: Fundraiser

5. Capital Assets – recordkeeping of capital assets and a capital asset policy

6. Investment Policy – provides internal controls for cash and investment related transactions

7. Funds Over Budget – monitoring individual funds (i.e. IMRF) for spending more than
budgeted at the Fund level

8. Credit Cards – have a policy regarding use and access

9. Payroll – Keep accurate records, do not withhold pay, oversight over timekeeping, FLSA

10. Employee Benefits – Watch accrual and payout of paid benefit days

12TOI Annual Conference
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Administration
Internal Controls

• Separation of Duties
– Deposits

– Disbursements

– Bank Reconciliations

– Financial Reporting

– Payroll records

• Examples of Fraud – DIXON, ILLINOIS

• Sample Finance Department Organizational Chart
(Infographic)

– Large Township

– Medium Township

– Small Township
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Administration
Sample Large Township

Finance Department Organizational Chart

Finance
Director
Finance
Director

Assistant
Finance
Director

Assistant
Finance
Director

Staff
Accountant

Staff
Accountant

Payroll ClerkPayroll Clerk

IT & Human
Resources

IT & Human
Resources

Admin.
Support
Admin.
Support

TOI Annual Conference 11

Administration
Sample Medium Township

Organizational Chart
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Administration
Sample Small Township

Finance Department Organizational Chart

Mandatory Reporting

• Annual Comptroller’s Report

• Treasurer’s Report

• Tax Levy Ordinance

• Budget & Appropriations Ordinance
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Mandatory Reporting
Illinois State Comptroller – Local Government Division – Annual Financial Report
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Summary
Township Best Financial Practices

• Accounting and Financial Reporting
– Elements of Financial Accounting, Financial Audits

• Internal Controls
– Separation of Duties

• Deposits; Disbursements; Bank Reconciliations & Financial
Reporting

• Examples of Fraud – DIXON, ILLINOIS

• Mandatory Reporting
– Comptrollers Report, Treasurer’s Report, Tax Levy

Ordinance, Budget & Appropriations Ordinance
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Payment of Bills

• Township Board must examine and audit
township and road district bills before they are
paid. 60 ILCS 1/80-10, 80-15.

– Except general assistance, wages, social security taxes

– Sufficient background documentation?

– Money in line item/budget?

– Separate approval required for expenditures, even if they are accounted for in the
budget

– Discretion over town funds, highway commissioner and assessor

– Have a written policy, adopted by resolution, regarding the payment of bills between
meetings

– Have a written policy, adopted by resolution, regarding the Supervisor’s or
Administrator’s ability to commit to the expenditure of funds, with a limit.

– You can require any account to be verified by affidavit. 60 ILCS 1/80-25.

Payment of Bills

• Townships must comply with the Local Government Prompt
Payment Act, 5o ILCS 505/1
– All bills must be approved or disapproved within 30 days after the

goods/services are received or the invoice is received.

– All bills must be paid within 30 days after approval.

• Supervisor must pay bills within 20 days after clerk provides
certificate of audit by board. 60 ILCS 1/80-50 (a)

• Wages must be paid at least once a month, and no later than
15 days after end of pay period. 60 ILCS 1/80-50 (b)

• Supervisor’s failure to pay bills can result in bond forfeiture.
60 ILCS 1/80-50 (c).
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