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Board Member Guide for Reviewing Key Financial Documents

The following suggestions are designed to assist board members without financial background in reviewing key financial documents. Specifically, we have included information on reviewing balance sheets, profit and loss statements, and annual budgets. 

The board should ensure that all documents required by board policy are being presented according to policy (e.g. budget vs. actual, balance sheet, check register, etc.). Boards are strongly encouraged to review these financial documents at least monthly and to request copies of these documents at least three days prior to a board meeting so that they can be adequately reviewed. 
Balance Sheet

· Review total amount of money in bank accounts. Does it seem adequate to cover expenses until the next per pupil revenue payment is received? Understand average monthly disbursements, especially large items (e.g. payroll, benefits, rent/facility financing payment, utilities, etc.) and make sure there is enough money in the bank for sufficient cash flow.

· Review accounts receivable. This shouldn’t be a high amount, especially for a school. Make sure you generally understand what open receivables the school has. Is the administration reasonably assured of collecting on all receivables by year-end?
· Review assets and make sure the school’s assets appear here (e.g. lease deposits, capitalized furniture/equipment). The assets shouldn’t change much throughout the year. Make sure you understand any changes to the school’s assets.

· Review liability accounts, particularly any payables. Look for any large amounts or significant changes.
Profit and Loss Statement

· Ensure that the profit and loss statement is being presented as a budget vs. actual report. 

· Review all major income categories and compare with budgeted amounts. Are there any significant shortfalls? If so, how is the administration preparing to handle that?
· Review all major expenses categories and compare with budgeted amounts. In areas where the school is over budget, be sure you understand why the school is spending more than anticipated. How is the administration planning to offset any higher-than-expected expenses?

· Make sure the administration has a way of tracking and accounting for significant budget deviations to ensure that the school will end the year with a balanced budget. This document should be shared with the board. 

· Determine whether the school’s total expenses will exceed budgeted expenses. If this is the case, determine when a revised budget will be presented and approved by the board.

· Request reports on restricted funds (e.g. grants, mill levy, title funding, etc.) as needed to ensure that spending restrictions are being met and that required spending will be completed by year-end. 
· Ensure that the school will meet the minimum spending amounts for the capital reserve and instructional supplies. Review any documentation to support compliance with these requirements.

Budget 

· When reviewing a proposed budget, compare projected income and expenses with historical financial data. In other words, do the projections reflect the reality of the current year’s income and expenses? It may be helpful to have the administration create a spreadsheet in which three years of data are compared side-by-side (the previous fiscal year, which should already be audited; the current fiscal year, which would be year-end projections; and the proposed budget). This will help the board understand whether projections are realistic. Any significant increases or decreases should be understood by board members.
· The board should have a mechanism in place for ensuring that board priorities, strategic planning goals for the coming year, etc. are supported financially in the budget. For example, if the school has determined that raising academic achievement in math is the primary focus of the coming year’s accountability plan, this must be reflected in the budget. Or, if out-of-the-classroom experiences are an important part of the school’s mission, the board should make sure that these priorities are financially supported in the budget.

· Ensure that the proposed budget includes an adequate contingency fund in the case of under-enrollment, other revenue shortfall, or unexpected expenses.

· For long-term planning, ensure that any board-dictated year-end reserve goals will be met with the proposed budget.

· If the budget includes any variable income (e.g. grants not yet received, donations, capital construction, etc.), make sure the board understands what cuts will be made in the event that the school does not receive these revenues. One way to address this is to create an alternative budget that eliminates variable income and expenses that would be covered by that income.
· Ensure that the capital reserve fund is separate from the general fund on the proposed budget. 

· Ensure that the budget is formatted in such a way to easily prepare reports required by the authorizer and to enable the school to roll financial data up into the CDE chart of accounts format at the end of the year.

