Board Budget Workshop
The most important financial document a school board can generate is their annual budget.  The budget is the financial operating plan for the school year and sets the tone for the year’s financial transactions. The budget itself contains the proposed expenditures by functional areas and the estimated means of finance available to the school district.  The budget should be the vehicle that supports the vision, mission and goals of the school board.  Therefore, one of the first things a board must do is to set the tone of the budget by setting their goals in motion. 

Developing the budget is essentially a lengthy year round process and there is no one process that works best for all school districts.  Governments, unlike businesses, do not ordinarily provide services as a means to and end (i.e., profit), but rather as an end in themselves.  In principle, school districts make their financial operating plan (budget) by first determining the types and levels of services they need or wish to provide their students and then determine how these services are to be financed.  

A board meeting should be held with the administration on the parameters the board want their budget built.  This would be based on the district’s vision, mission and goals along with administrative action plan including research on available resources and trends in expenditure areas.  What are the board’s expectations in certain budget areas based on their wishes and the needs of providing for their students?  It is only fair to the administration in their development the financial portion of the budget that this discussion be held early in the budget process.   

 Another important factor is to establish the date the board wants the final budget adopted.  If the board wants the final adoption just prior to the October 1st deadline, in June or another time, will dictate when other budget time lines need to be established.  The administration needs to know the board’s expectations regarding the final budget adoption date.  The School Board also needs to be sensitive to the amount of time required for the budget process and when budget related information will be available as the administration prepares the proposed budget.  Note that the earlier in the budget time line the board wants a budget finalized the more guesstimates have to be incorporated in the final budget. 
State statute provides time lines for the budget process as follows:  

a.
Regular meeting in May 
The school board prepares and considers a proposed

                        budget not later than this date.  (SDCL13-11-2)

b.
July 15th 


The proposed budget together with a notice of hearing must 






be published prior to this date. (SDCL 13-11-2)

c.
August 1st 


A public hearing on the proposed budget must be held prior 






to this date. (SDCL 13-11-2)

d.
October 1st 


Adoption of the final budget and report of tax levy must be 




made prior to this date. (SDCL 13-11-2)

Within 30 days after adoption of the final budget, the district must publish in the minutes changes made from the proposed budget published prior to July 15th. (SDCL 13-11-2)

When the school board adopts their financial operating plan, it becomes the operating budget and is the legally binding appropriation for the school year.
SDCL 13-11-2 states “The school boards shall prepare a proposed budget for the next fiscal year according to the budgeting standards prescribed by the auditor general…Before October first every school board shall approve a budget for the anticipated obligations of each fund…”   

Expenditures for the various activities of the school must be in conformity with the budgeting standards provided in SDCL 13-11-2.  These standards are outlined in the School Accounting Manual (Orange Manual) prepared by the State Department of Legislative Audit. 

 The board can delegate authority to develop the budget, expend funds against the budget and to manage the budget but the ownership and responsibility for the budget rest entirely with the school board.  
In the preparation stage of budget development, the board/administrative team should take into consideration many of the following:

a. Vision and Mission Statement of the district.  

b. Board Goals and Administration’s Action Plan.

c. Enrollment Projections – History and Future.  

d. Curriculum – review and changes.   

e. Local Standards – Graduation requirements.

f. State and Federal Standards 

g. Cash-flow analysis – Required Fund Balance for Cash-Flow.

h. Five Year Plan – Capital Outlay

i. Technology needs of the district, staff and students.

j. Professional Development – to address the needs of staff and students based on the board’s goals and the administration’s action plan.

k. Prior year’s – expenditure and revenue reports – History and trends. 

l. Current year’s expenditure and revenue projections – Current trends. 

m. Information about changes in salary and benefits along with pricing changes in the areas of purchased service, technology and the instructional supply industry – current and future trends. 

The business manager is generally the focal point of accumulating all the information necessary in preparing the budget.  This is accomplished by working with the superintendent, school principles, program directors and individuals responsible for the different functional areas of the school district’s budget.

Contingency Line Item in Budget

Expenditure budgets are based on the best estimates available at the time the budget is adopted. There are times when additional budget authority may be needed in a functional area of the district’s budget during the fiscal year.  In anticipation of these needs, the school board may set aside an amount in a contingency line item in the budget as provided by SDCL 13-11-2.1.

SDCL 13-11-2.1 states “In preparing the school district budget, the school board may include a line item for contingencies.  The line item shall be included in the annual budget and shall not exceed five percent of the total school district budget.  The school board may by resolution transfer contingency funds to any budget category except capital outlay.”

In this ever changing world, it would be prudent for school boards to include a line item in their budget for contingencies.  The amount of the contingency line item would depend on many factors within the budget and past history of budget changes necessitated by unforeseen needs.   

Supplemental Budgets

There are times during a fiscal year when new programs need to be adopted or changes in programs or funding sources dictate the need to adjust the adopted budget. These changes can be accomplished through the Supplemental Budget process provided by law. 

SDCL 13-11-3.2.  states “Subsequent to final adoption of the budget, the school board, upon adoption of a resolution setting forth the sources of funds and the intended purpose for their use may amend the budget to utilize available unobligated resources.”   

Available unobligated resources can be:

a. New sources not previously available (Grant)

b. Revenue that exceed the amount budgeted (Exp. -- Gross Receipts Tax – Bank Franchise Taxes)

c. Unobligated Fund Balance. 

The budgeting standards prescribed by the auditor general also relate to Supplemental Budgets.  The standards for Supplemental Budgets are outlined in the School Accounting Manual (Orange Manual) prepared by the State Department of Legislative Audit. 

Expenditure Budget Report

The budget expenditure reports play a critical role in the system of checks and balances between the school board and administrators.  Indeed, so important is the budget expenditure report that demonstrates expenditures are in compliance with the appropriated budget that an integral part of governmental financial reporting is mandated in the form of a budget-to-actual comparison statement. 

A good rule for the board is to monitor budgets at the function level at least quarterly so budget problems can be detected early and resolved before they become a major financial issue.       

SDCL 13-16-24 states: “Every contract made or check or registered warrant issued in excess of the issuing capacity of the district as restricted in this title is void and is not an obligation of the district.  A school board member who makes, or participates in making or authorizes the making of a void contract or the issuance of a void check or registered warrant is individually liable for it. …”
(Budget and Shareholder’s Report Presentation)
The format of the district’s budget can take on different layouts according to the needs of the board in developing the final adopted budget and the community and other users in understanding the district’s budget. The Association of School Business Officials International (ASBOI) has developed a Meritorious Budget Awards programs.  Some of the suggested criteria developed by ASBOI for budget presentations are noted below.  For more information go to www.asbsointl.org and then to Meritorious Budget Awards program.
General

a. A cover page that identifies that the document is the “Budget” and includes the full name of the school district and budget year covered. 

b. The use of graphs is encouraged in all sections of the budget document to facilitate the understanding of the presentation. 

c. The document should be divided into major sections with consecutive page numbers.    A table of contents should precede the Introduction Section, which identifies at least all the major sections. 

Introduction Section

a. This section includes a listing of school board members and first-level administrative personnel and their areas of responsibilities. 

b. The budget document could include an Executive Summary which would include the following components: 

1. The Mission and Vision of the school district.

2. A discussion of the major goals and objectives of the district with an explanation of human and financial resources allocated for their achievement.
3. A brief summary of the budget process, along with a description of significant changes in the budget process or policies should be included.  

4. A Financial Summary Component, which presents an overview of revenues and expenses for all funds, budget comparison with the preceding year, a discussion of significant trends, events and initiatives, and changes in demographics.  

5. An informational Summary Component, which presents important data and information in which there is a high level of public interest. 

Organizational Section

a. The document could provide an explanation of the school entity, which includes the following:

· The fact that the district is an independent school district under the laws adopted by the State of South Dakota. 

· The level of education provided K-8, K-12, K-14 and if you provide Preschool services. 

· Reference the geographic area served. 
· The number of students and schools administered.

· The funds and purpose of each.

· An explanation of the revenue sources and expenditure function coding.

b. The document could include an organizational chart, which includes the administrative staff by position and title. 

c. The document could include a discussion of significant budget and financial policies, which would include requirements for fund balance, reserves and debt management.

Financial Section

a. The document should include a presentation of the budgets for all governmental and enterprise funds of the school district that are required by the state and at the level at which the budget is adopted by the school board.  The presentation could include revenues by source and expenditures by function and object.  Budgets should also be presented by programs and by location or operational unit.

b. The presentation of the budget should use a pyramid approach, which begins with a summary of all funds and then presents individual funds. These presentations may be followed up by program and/or operational budgets such as Title I, etc. 

c. The budgets presented could indicate the use of fund balance when used to finance the budget, revenues and expenditures and any other sources.  This section of the budget should show actual comparative data from at least 2 to 3 years, the current year’s budget and the proposed budget.  In this section, major changes in sources or expenses could be identified. 

d. The document could include a list of major capital projects for the budget year.  A description of the extent the capital improvements or major capital spending will impact the school district’s current or future operations should be included.  (Example – It is estimated the replacement of the plumbing in the high school will extended the useful life of the building by 20 years.)

e. The document could include financial data on current debt obligations, describing the relationship between current debt levels, legal debt limits, and explain the effects of existing debt levels on current and future budgets. 

Informational Section

a. The document could explain major sources of revenue; therefore, an explanation of the state aid formula would be appropriate in this section. 

b. The document could present information on the changes in the taxable value of the district for 2 or 3 years plus current year and the proposed budget year. 

c. The document could also present property tax rates for the same number of years as for taxable values.  This would allow taxpayers the ability to determine the effects of the budget on the taxes they pay and those relating to the school district. 

d.  The document could present a minimum of three years of actual student enrollment history, the current budget enrollment, the proposed budget enrollment and a minimum of three years of enrollment projections.  The forecasting methodology and techniques must also be discussed as part of the presentation on enrollment projections. 

e. The document could include the debt amortization schedule(s) of the school district. 

f. This section should include other information that would help the reader understand the past, present and future direction of the school district. 

g. The document could also include a glossary of terms to improve the understanding of governmental, educational and accounting terminology. 

Conclusion

The ASBOI approach to the budget is to provide the current status of the district and indicate the proposed direction.  The budget document would be prepared with the idea that it will be available to the community through different means and such places as the teacher’s work area. This way the patrons and teachers can review the data and have the information presented in such a way that it will address their questions and concerns.  In fact the budget becomes a shareholders report.  A report which gives community members and staff a comfort level of being fully informed about the financial affairs and direction of their school district.   
The general budgeting process for school districts is prescribed by law and budgeting standards established by the auditor general.  Additional information may be included in the budget documents such as the information suggested by ASBOI which is intended to enhance the users understanding of the financial operations of the school district.

Take pride in your budget and share this important informational document with the staff, community and legislators.  As noted earlier it is a shareholders report.
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