School Financials 101

Frequently Used Terms

Account

A method of categorizing financial transactions by type.

Account Code

A number that classifies sources of revenues or purposes of expenditures in
either a school district budget or the reports districts submit to the CT State
Department of Education. The account code classifies expenditures
according to the types of items purchased or services obtained, and
revenues by the general source and type of revenue.

Accounting Period

The period of time represented by published financial statements for a fiscal
year beginning July 1* and ending June 30™,

Accounting System The total process of recoding, retrieving, and reporting information on the
financial position and operations of an organization.
Accounts Payable An account that reflects amounts owed by the district for goods and services

received but not yet paid for at the date of the financial report. Amounts
reported here are payable within a short period of time, usually less than
one year.

Accounts Receivable

An account that reflects amounts owed to the district for goods and services.
These amounts should be paid to the district within a short period of time,
usually within one year.

Accrual Basis

The recording of the financial effects on a government of transactions and
other events and circumstances that have cash consequences for the
government in periods in which those transactions, events and
circumstances occur, rather than only in the periods in which cash is received
or paid by the government.

Actuals

The amount a district actually spent in a given period as opposed to original
budget estimates.

Annual Education
Financial System
Report (EFS)

A formal financial report filed with the State of CT in the September
following the close of each fiscal year.

Appropriations

Funds set aside or budgeted by the state or local school district boards for a
specific time period and specific purpose. The state Legislature and local
school boards must vote every year on appropriations.

Audit

A formal examination of records and documents, and the securing of other
evidence, for the purpose of determining whether transactions are complete
and accurately recorded in the accounts; and that the statements fairly
represent the financial transactions and condition of the district. An
independent audit of a school district’s financial reports is required annually.
This typically takes place from September to October each year.

Budget

A financial plan consisting of an estimate of proposed revenue and
expenditures for a given period and purpose. The term usually indicates a
financial plan for a single fiscal year.

Budget Adjustment
(or Budget Transfer)

A change to budgeted items.




Capital Expenditures

Major construction, renovation or physical improvement projects. These
projects may include the maintenance and renovation of an existing
structure or the construction of a new facility.

Carryover Balances that are carried forward from one fiscal year to the next in
accordance with programmatic or district guidelines. Funds may carry
forward and be used as part of a near year’s allocation, depending on
program guidelines.

Certified/Credentialed | Employees who are required by the state to hold some type of teaching

Employees credentials, including most administrators.

Chart of Accounts A list of financial account names and numbers used to record financial

transactions. The State of Connecticut developed a Uniform Chart of
Accounts (UCOA) that is to be used across municipalities and school districts.
This structure provides transparency, uniformity, accountability, and
comparability of financial information for all schools and districts.

Classified Employees

School employees who are not required to hold teaching credentials.

Collective Bargaining

A process for establishing a contract between a school district and its
employee organizations.

Cost per Pupil Costs for a specified period of time divided by the number of pupils.

Encumbrance A budgetary procedure that reserves funds at the time a purchase order is
issued or upon entering into a contract. They cease to be encumbrances
when the order is canceled or the item/service is received and payment
made.

Entitlement Grant The amount of payment to which a state, local government or school system

(aka Formula Grant)

is entitled to as determined by the federal government pursuant to an
allocation formula contained in applicable statutes.

e-Rate Funding

The schools and libraries universal service support program, commonly
known as the E-rate program, helps schools and libraries to obtain affordable
broadband.

Eligible schools, school districts and libraries may apply individually or as
part of a consortium. Funding may be requested under two categories of
service: category one services to a school or library (telecommunications,
telecommunications services and Internet access), and category two services
that deliver Internet access within schools and libraries (internal
connections, basic maintenance of internal connections, and managed
internal broadband services). Discounts for support depend on the level of
poverty and whether the school or library is located in an urban or rural
area. The discounts range from 20 percent to 90 percent of the costs of
eligible services. Griswold’s reimbursement rate is 70 percent.

Equalized Aid

A component of general state aid distributed to school districts based on a
formula that takes into consideration each individual district’s equalized
valuation, membership and costs.

Extended School Year
(ESY)

Special education and related services that are provided to a student, in
accordance with the student’s individualized program (IEP), beyond the
normal school year at no cost to parents.

Fiscal Year

A twelve-month period to which the annual budget applies and at the end of
which the district determines its financial position and the result of its




operations. School district fiscal years are the same as the state fiscal year,
beginning July 1* and ending June 30". The federal fiscal year runs from
October 1 through September 30.

Formula Grant

Stream of funding that is fairly reliable year to year and is spent in a
consistent, regular manner. Provides a level of financial stability.

Full Time Equivalent
(FTE)

A unit that indicates the amount of hours an employee works. A 1.0 FTE is
the equivalent to a full-time employee.

Fund Accounting School districts operate with a fund accounting methodology. That is, the
budget is comprised of several funds each with their own revenue,
expenditures, and other components.

Grant Contributions of either money or material goods by a contributing unit

(public or private) to a receiving unity for which the contributing unit expects
no repayment. Grants are usually given for a specific purpose and require
periodic reporting to the contributing unit.

General Fund

Accounts for all revenues and expenditures which are not accounted for in
specific purpose funds. It finances the regular day-to-day operations of the
Board and is supported primarily by the State and local property tax
revenue.

Instruction

The activities dealing directly with the teaching of students or improving the
quality of teaching.

Instructional Salaries

The salaries paid to classroom teachers, support teachers, paraprofessionals,
and/or related staff involved in working with students in a teaching/learning
environment designed to assist students in acquiring knowledge, skills, and
understanding.

Mandated Costs

School district expenditures that are required because of federal or state law,
court decisions, administrative regulations, or initiative measures.

Municipal Employee The State pension plan provided by the State of Connecticut for participating

Retirement System municipalities’ employees. This is based on a percentage of each pay and is

(MERS or MERF) paid by both the employee and the employer pay a portion of this.

Non-Lapsing Account | An account that may be established by a Town Board of Finance

Object Code Expenditure classification, which describes the items purchased or services
obtained. Examples include salaries, supplies, professional services, etc. This
is the most detailed expenditure classification.

Program A portion of the account number that denotes the subject area.

Projection A forecast of future revenues and expenses based on internal and/or

historical data.

Purchase Order

A document, which authorizes the delivery of specified merchandise or the
rendering of certain services for which the school district promises payment.
Once the purchase order is issued, the anticipated cost is recorded as an
encumbrance against the budget appropriation.

Purchased Services

Services rendered by companies or individuals who are not employees of the
school district.

Request for Proposal
(RFP)

A business document that announces and provides details about a project,
as well as solicits bids from contractors who will help complete the project.

Requisition

A formal document that is used when an employee needs to purchase or
order something on behalf of their organization.




Revenue

Money available to fund district expenditures. Revenue may take the form of
taxes received, tuition, fees, investment income, fund transfers, insurance
payments, donations, and proceeds from sales of property, lunch sales, fines,
and miscellaneous revenue.

Site Based Budgeting

A decentralized budget process whereby budget preparation and
development are based on individual school and departmental sites.

Supplant

To replace one thing with something else

Supplement

Something added to complete a thing, supply a deficiency, or reinforce to
extend a whole.

Teacher Retirement
Board (TRB)

The State pension plan for all certified staff. This is paid by the employee
with no cost share from the District.

Title Grants

Title I: Provides funds for educationally disadvantaged students. Funding is
based on the number of low-income children in a school and is intended to
supplement, not supplant, state and district funds. The funds are distributed
to school districts, which make allocations to eligible schools according to
criteria in the federal law. Part A provides basic grants for school
improvement, while Part B focuses on helping schools improve their reading
programs. Parts C through | provide funding for a variety of purposes,
including advanced placement programs and dropout prevention.

Title II: Provides funding to prepare, train, and recruit high-quality teachers
and principals. It also includes grants to integrate technology into the
classroom.

Title Ill: Provides funding for language instruction for English learners and
immigrant students. This funding is on top of any Title | funding a school
might receive. It includes specific assessment and parent notification
requirements.

Title IV: Provides grants for out-of-school programs aimed at keeping
students safe and supporting academic achievement. Title IV includes
funding for the 21* Century Community Learning Centers and the Safe and
Drug Free S5chools and Communities Programs.

Title V: Promotes informed parental choice and innovative programs by
providing grants to support Innovative Programs (Part A) and Public School
Schools (Part B, not applicable to Griswold).

Universal Chart of

The structure of accounting and financial reporting that provides

Accounts (UCOA) transparency, uniformity, accountability, and comparability of financial
information for all schools and districts.
Vendor Provider (individual or organization) that sells products or services to the

district.




HOW TO READ THE MONTHLY FINANCIAL FORECAST
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Components of the Monthly Report

The monthly “Financial Forecast ” is based around the object code, which is the final number in the
account code. The report begins with a 1000 foot view, with each section offering an increasing level of
detail.

Title Page # Summary

Summary 1 This page summarizes the District’s current financial position based
around the nine major object codes.

Budget — Shows the budget as approved, with the total amount of
budget transfer requests and corresponding adjusted budget.

Expense — Summarizes what has been expended and encumbered to
date, and what percent of the budget that these two figures reflect.

Projections — Provides an overview of the forecasted expenses through
the end of the year. This is simply a tool for me to communicate where
expenses will be at the end of the year based on current trends and
information. These projections are fluid, with many based in
unpredictable information (i.e. weather), and are therefore not
maintained in the financial software.

Overview 2 This page continues to summarize the District’s current financial position
based around the object code, but provides sub-categories of the object
codes to provide further detail on where the money is being spent.

Detail 3-12 These pages provide more granular details on the
expenses/encumbrances to date, including location and function.







