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Agenda
• Introductions 
• Five-year Forecast
• Construction Bonds 101 
• Accounting for Bond Issuance 
• Construction Reporting 
• Q & A 



How Does Construction Impact Your Five-Year 
Forecast

• Meet with your Operations Manager regularly
• Plan accordingly to allow for the fiscal year split, if appropriate
• Plan accordingly for the architects and engineers (A&E) work done prior 

to construction.
• Make sure that a standard allowance for incidentals is included. 
• Use a third party vendor or excel worksheet to track forecast.
• How are the projects being funded and what fund(s) will be utilized? 

Fund 20/60/90 
• What are your cash needs and is a new bond necessary?



Overview of Long-term Borrowing Options
Backdoor Referendum No Referendum

Levy for Debt Service*

Working Cash/ Funding Bonds Life Safety Bonds
 - Maximum amount determined by 

formula
 - Paid within DSEB
 - G.O. limited as to amount
 - Can exceed statutory debt limit 

 - Must be for approved life safety 
work

 - Now exempt from DSEB
 - G.O. Limited as to amount

  - Must fit in statutory debt limit  
  

Pay from Operations 
(Education Fund or 
Operations and 
Maintenance)

Alternate Revenue Bonds Debt Certificates
 - Available revenue source pledged
 - 1.25 times coverage required
 - G.O. unlimited as to rate or amount
 - Do not count against statutory debt limit

 - Lease, but mostly just a borrowing
 - Interest cost may be slightly higher
 - Not backed by a levy
 - Count against statutory debt limit

*General Obligation Bonds approved at referendum are another way of borrowing with a levy.



Can You Levy Without Going to Referendum*?

Statutory Debt Limit (% of EAV)
Working Cash Limit (85% of 

maximum - O&M levy and PPRT)
Debt Service Extension Base (DSEB) 

for Tax Capped Districts

*Statutes almost always permit a route to borrowing



When you borrow…
From an Accounting Perspective:

• Liability: The amount you borrowed
- How much did you borrow, exactly? 

• Asset: The Proceeds
- Where do these go? What happens as I spend them?

From a Cash Perspective
• Proceeds: Need to be invested, managed and tracked
• Debt service obligation: Needs to go into the budget, factored 

into cash flow



Sources and Uses Tells You A Lot
Sources:  

Tax-Exempt Series 
2025A Taxable Series 2025B Total

Bond Proceeds:
Par Amount 5,330,000.00 835,000.00 6,165,000.00
Premium/(Discount) 279,558.73 0.00 279,558.73

Total Sources 5,609,558.73 835,000.00 6,444,558.73

Uses:     
 New Money Requirement       5,414,802.67            768,461.35          6,183,264.02 
 Total Requirement       5,414,802.67            768,461.35          6,183,264.02
Delivery Date Expenses:

Cost of Issuance 110,397.85 47,232.15 157,630.00
Underwriter's Discount 45,172.50 18,311.25 63,483.75
Bond Insurance 38,799.63 0.00 38,799.63
Total 194,369.98 65,543.40 259,913.38

Other Uses of Funds:
 Additional Proceeds  386.08 995.25 1,381.33
Total Uses 5,609,558.73 835,000.00 6,444,558.73



So...How much did I borrow?*
Sources:  

Tax-Exempt Series 
2025A Taxable Series 2025B Total

Bond Proceeds:

Par Amount 5,330,000.00 835,000.00 6,165,000.00

Premium/(Discount) 279,558.73 0.00 278,756.06

Total Sources 5,609,558.73 835,000.00 6,443,756.06

Uses:     

 New Money Requirement      5,414,000.00            770,000.00          6,182,000.00 

 Total Requirement      5,414,000.00            770,000.00          6,182,000.00 

Delivery Date Expenses:

Cost of Issuance 110,397.85 47,232.15 157,630.00

Underwriter's Discount 45,172.50 18,311.25 63,483.75

Bond Insurance 38,799.63 0.00 38,799.63

Total 194,369.98 65,543.40 259,913.38

Other Uses of Funds:

 Additional Proceeds  386.08 1,456.60 1,842.68

Total Uses 5,608,756.06 835,000.00 6,443,756.06

*What’s the liability?

*What’s the asset?



What do I do with the money?
From an accounting perspective, consider the purpose of the borrowing:

• Working cash proceeds have to go into the Working Cash Fund
- From there into the Operations and Maintenance Fund or directly into Capital Projects 

Fund
• Other types of bonds may go directly into the Capital Projects Fund
• Talk to your bond attorney about where to account for this money and transfer requirements

From a cash management perspective, do you prefer to segregate or co-mingle proceeds?
• Segregating with a separate bank account facilitates tracking for tax and IRS audit purposes

- Allows clear evidence of interest earned and expenditure of proceeds
• Co-mingling simplifies bookkeeping

- Interest calculations are less precise since an allocation must be made
Budget Debt Service into and from a Debt Service Fund

• Depending on borrowing type, may be directly from Education, O&M or Debt Service fund



Accounting for Bond Issuance
Administrative Code - 

• 23 Illinois Administrative Code 100

• Establishes the requirements for school district budgets and 

accounts (provides a chart of accounts)



Accounting for Bond Issuance

Which fund will the transaction be posted?

• Dependent upon the type of debt issued

• Ask your auditor for assistance with entry or to review entry

• Obtain FINAL closing memorandum (sources/uses of funds)

• Par amount of bonds

• Cost of issuance (includes underwriter’s discount)

• Premium/Discount



Accounting for Bond Issuance
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Accounting for Bond Issuance
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Accounting for Bond Issuance

Debt Service Fund

• Fund is required if taxes are levied to retire bond 

principal and interest or if other revenue is pledged 

to pay principal and interest on other long-term 

liabilities



Accounting for Bond Issuance
Debt Service Fund

• When revenues or other sources are pledged to pay debt 

service on any long-term debt, the moneys shall be 

transferred into the Debt Service Fund (Administrative Code)

• Accomplished by a permanent transfer to Debt Service 

Fund

???? Resolution or No Resolution ????



Accounting for Capital Projects
Operations & Maintenance Fund vs. Capital Projects Fund
• When revenues or other sources are pledged to pay for a capital 

project or acquisition, the moneys shall be transferred into the 

Capital Projects Fund, except in case of acquisition of any equipment 

that must be financed from the Transportation Fund (Administrative 

Code)

THERE IS NO ISBE THRESHOLD REQUIREMENT 

FOR CAPITAL PROJECTS



Accounting for Capital Projects

Operations & Maintenance Fund vs. Capital Projects Fund

• Accomplished by a permanent transfer to Debt Service Fund

???? Resolution or No Resolution ????

Be sure to only transfer the amount needed to fund the project.



Construction-Related Reporting
• Budget worksheet by project 

- Both general contractor and other vendors
- Track actual vs. budget on a monthly basis
o Track invoices paid

- Have a contingency plan for incidental expenses
- Meet with Director/Admin regularly

• Tax Exempt bond-recordkeeping requirements
- IRS compliance 

https://www.irs.gov/tax-exempt-bonds/tax-exempt-bond-faqs-regarding-record-retention-requirements


Construction-Related Reporting
• Construction-in-Progress (CIP) worksheet

- End-of-year analysis and part of audit process
- Completed projects to report fixed assets
- Identifies capital project liabilities going forward 

into next FY - assists with budget process



Construction-Related Reporting

Sample CIP Report – 
Provided upon request



Construction-Related Reporting
CIP auditor summary



Construction-Related Reporting
Construction Commitments

• Projects that have been approved by the Board of 

Education prior to year end, but NOT started until 

after year end

- Footnote disclosure in financial statements

- Prepare schedule for auditor



Questions and Answers
We thank you for your time!
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