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CLCS Finance3

CLCS Manages ACLC and NEA  

4

 ACLC and Nea operate independently
 Separate charters, directly funded

 Separate bank accounts and financials
 Few shared expenses (e.g., staff)

 No consolidated audited financials

 CLCS Governing Board has oversight over both 
schools
 Consider and balance the needs of both schools in 

decision-making
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Financial Statements

What are the essential financial statements for schools?

 Income Statement
 Describes how much money the school is expected (or did) make or lose over a set 

period of time (typically a year)

 Broadly captures where the funds will come from and where they will be spent. Often 
used in yearly budgeting.

 Interim (e.g. monthly) statements track YTD progress against budget

 Cash Flow Statement
 Tracks the flow of cash into and out of the organization, typically on a monthly basis

 This statement will tell management if the organization will be able to pay its bills on 
time (a $150K check due from the state in two months won’t pay the teachers’ salaries 
today)

 The cash flow statement is essential for the day-to-day management of the school.

 Balance Sheet
 Comprehensive snapshot of a school’s financial health: what it owns and what it owes

 Ties together income statement and cash flow

 Assets: cash in the bank, receivables due immediately, property and equipment

 Liabilities: current payables (bills), loans

 Equity: retained earnings (Ending Fund Balance or Reserves)
 Changes on the Balance Sheet will be captured “Below the Line” in Income Statement and Cash Flow Statement 6
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Financial Statements

A.) FOCUS ON THE INCOME 
STATEMENT

What are the key components to an income statement?

Across the columns:

 Budget: What did the board approve in June of the preceding fiscal year?  Has 
the board formally approved a revised budget in the time since then?

 Forecast: What is the current projection for the school’s financial performance?

 Actuals YTD: From the start of the fiscal year (July 1), through the current 
financial period, what is the cumulative activity?

 Budget YTD: For the same time period as the Actuals YTD, what amount of 
revenue/expense should the school see at this point?

 Forecast Remaining: For each line item, what amount is remaining?  Particularly 
as the year approaches a close, this column will be valuable to examine closely.

Embedded in the rows of the income statement:

 Operating Income: What is the “bottom line” performance of the school?   Does 
this operating income incorporate depreciation?

 Fund Balance: What is the cumulative sum of the operating incomes since the 
charter’s inception?

8
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Sample Income Statement
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Jul Aug Sep Actual YTD Budget YTD

Variance 
(YTD less 
Budget)

 Approved 
Budget 

Previous Month's 
Forecast

Current 
Forecast

Variance 
(Budget vs. 

Current Forecast)
Budget 

Remaining
Forecast 

Remaining

SUMMARY

Revenue
General Block Grant -                      58,512          179,478        237,990        250,259          (12,269)         2,391,102         2,395,568            2,496,224            105,122                2,153,112        2,258,234         

Federal Revenue -                      -                      330                330                4,334              (4,005)           43,341               54,382                  54,903                  11,562                  43,012             54,574               

Other State Revenues -                      21,279          9,115             30,394          19,233            11,161          266,112             265,351                275,537                9,425                    235,718           245,143             

Local Revenues -                      1,466             239                1,705             2,522              (817)               113,065             127,078                127,078                14,014                  111,360           125,374             

Fundraising and Grants 1,005             433                33,650          35,088          14,095            20,993          140,948             140,948                140,948                -                             105,860           105,860             

Total Revenue 1,005             81,689          222,812        305,506        290,442            2,954,567         2,983,327            3,094,691            140,123                2,649,061        2,789,185         

Expenses
Compensation and Benefits 33,063          152,438        161,555        347,056        384,626          37,571          1,858,097         1,827,444            1,840,212            17,885                  1,511,041        1,493,156         

Books and Supplies 1,612             18,957          45,352          65,921          137,279          71,358          221,537             222,039                245,529                (23,992)                 155,616           179,608             

Services and Other Operating Expenditures 19,949          44,013          85,338          149,301        160,900          11,599          759,335             783,969                897,419                (138,084)              610,034           748,118             

Capital Outlay -                      -                      -                      -                      -                       -                      -                          -                             -                             -                             -                         -                          

Total Expenses 54,625          215,408        292,245        562,278        682,806          120,528        2,838,970         2,833,452            2,983,160            (144,190)              2,276,692        2,420,882         

Operating Income (excluding Depreciation) (53,620)         (133,719)       (69,433)         (256,772)       (392,364)        135,592        115,598             149,876                111,531                (4,067)                   372,370           368,302             

Operating Income (including Depreciation) (53,620)         (133,719)       (69,433)         (256,772)       (392,364)        135,592        115,598             149,876                111,531                (4,067)                   372,370           368,302             

Fund Balance
Beginning Balance (Unaudited) 1,029,217     975,597        841,879        1,029,217     1,029,217      1,029,217         1,029,217            1,029,217            

Audit Adjustment -                 -                 -                   -                      -                         -                         

Beginning Balance (Audited) 1,029,217     1,029,217     1,029,217      1,029,217         1,029,217            1,029,217            

Operating Income (including Depreciation) (53,620)         (133,719)       (69,433)         (256,772)       (392,364)        115,598             149,876                111,531                

Ending Fund Balance (including Depreciation) 975,597        841,879        772,445        772,445        636,853          1,144,815         1,179,093            1,140,748            

Actual Budget vs. Actual Budget

What questions should be asked when looking at an 
income statement?

 Is the current forecast for a given item different than the approved budget?

 What is the reason for the change?  Has a rate determining a revenue stream 
changed?  Has spending trended differently than originally projected?

 Is there a variance between Actual and Budget YTD?

 Why is the variance generated?  Is it just a matter of timing, so that it will 
correct itself moving forward, or should it justify a change to the forecast?

 Is the amount in the Forecast Remaining realistic?

 For fundraising, is it possible to meet a specific development goal given the 
timing within the year?  On the expense side, are there line items for which the 
school may be wildly exceeding the forecast? 

 Any potential risks or upside?

 Forecasting isn’t an exact science; in many instances, a single target can’t 
capture the potential range where a revenue or expense will fall at the 
conclusion of the year. Are there areas for potential upside?  Is the school at 
risk in any of its projections?

10
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Financial Statements

B.) FOCUS ON CASH FLOW

What are the key components to a cash flow statement?

Across the rows:

 Beginning Cash: should tie to ending cash of the previous month

 Operating Cash inflow (outflow): cash resulting from the current period activities

 Below the line

 Combines beginning cash and operating cash

 Accounts for activities affecting cash in the current month from other 
period(s), which are pulled from the Balance Sheet

 E.g., accounts receivable, accounts payable, loans, summer holdback

 Ending Cash represents funds available after accounting for current liabilities 
and becomes the Beginning Cash of the subsequent month

12
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Sample Cash Flow Statement

13

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Forecast AP/AR

Actual Actual Actual Projected Projected Projected Projected Projected Projected Projected Projected Projected

Beginning Cash $767,440 1,098,508          958,740      877,133      727,374      703,782      627,037      664,462      618,346      664,498      807,895      835,500      

Revenue
General Block Grant -                     58,512                179,478      268,826      163,254      163,254      265,777      163,254      242,871      316,386      187,801      187,801      2,496,224      299,011      

Federal Income -                     -                      330              2,112           1,221           1,221           1,221           1,221           9,760           9,760           9,760           9,760           54,903            8,539           

Other State Income -                     21,279                9,115           (26,153)       23,468         2,120           2,120           14,912         37,745         37,745         50,537         37,745         275,537          64,904         

Local Revenues -                     1,466                  239              3,338           2,522           2,522           2,522           2,522           2,522           2,522           2,522           90,370         127,078          14,014         

Fundraising and Grants 1,005                433                     33,650         (6,898)          14,095         14,095         14,095         14,095         14,095         14,095         14,095         14,095         140,948          -               

Total Revenue 1,005                81,689                222,812      241,225      204,559      183,212      285,734      196,004      306,993      380,507      264,714      339,771      3,094,691      386,467      

Expenses
Compensation & Benefits 33,063              152,438             161,555      188,296      163,076      163,076      170,151      163,961      163,961      161,403      161,403      157,830      1,840,212      -                    

Books & Supplies 1,612                18,957                45,352         89,916         11,212         11,212         11,212         11,212         11,212         11,212         11,212         11,212         245,529          -                    

Services & Other Operating Expenses 19,949              44,013                85,338         118,236      72,412         91,133         72,412         72,412         91,133         69,959         69,959         88,961         897,419          1,500           

Capital Outlay -                         -                           -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    -                       -                    

Total Expenses 54,625              215,408             292,245      396,448      246,700      265,421      253,774      247,584      266,306      242,574      242,574      258,003      2,983,160      1,500           

Operating Cash Inflow (Outflow) (53,620)             (133,719)            (69,433)       (155,223)     (42,141)       (82,210)       31,960         (51,580)       40,687         137,933      22,140         81,768         111,531          384,967      

Revenues - Prior Year Accruals 463,203            67,898                19,711         -                    13,084         -                    -                    -                    -                    -                    -                    -                    

Expenses - Prior Year Accruals (4,385)               (52,838)              1,426           -                    -                    -                    -                    -                    -                    -                    -                    -                    

Accounts Receivable - Current Year -                         -                           -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    

Accounts Payable - Current Year (5,866)               (15,645)              (16,248)       -               -               -               -               -               -               -               -               -               
Summerholdback for Teachers (47,165)             5,010                  5,496           5,464           5,464           5,464           5,464           5,464           5,464           5,464           5,464           5,464           
Loans Payable (Current) (22,060)             (10,474)              (22,557)       -                    -                    -                    -                    -                    -                    -                    -                    -                    
Loans Payable (Long Term) -                         -                           -                    -                    -                    -                    -                    -                    -                    -                    -                    -                    
Other Balance Sheet Changes 960                    -                      -               -               -               -               -               -               -               -               -               -               

Ending Cash 1,098,508        958,740             877,133      727,374      703,782      627,037      664,462      618,346      664,498      807,895      835,500      922,732      

Actual & Projected
2014/15

What questions should be asked when looking at a cash 
flow statement?

 Is the school projecting any negative monthly ending cash balances?

 What is the plan to keep cash positive?  Negative cash balance means that 
unless something is done, payroll will bounce

 Does the cash flow show a projected increase in accounts payable?

 To whom is the money owed? Are these people aware that their payments 
are being delayed?  When will the money be paid and is it reflected in the 
cash flow?

 Are there accounts receivable in the cash flow?

 From whom is the money expected?  What is the certainty that it will come 
in when expected?

 Are there any loan proceeds included in the cash flow?

 Has a loan already been secured?  Where in the process is the school for 
obtaining a loan?

 Are projected revenues and expenses reasonable and conservative?

 Is there any chance that revenue will be delayed or that expenses will be 
more than projected? 14
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Board Member: Helpful Questions to Ask

 What are the variances that I am seeing in the monthly 
financial projections?
 Are the variances due to timing differences or are they true 

variances?
 If the expense variances are positive, does the school leader 

recognize that there will be budget savings?
 If the variances are negative, am I comfortable with this variance? 

Is it concerning?
 Is the school collecting its revenues on a timely basis?

 What is the short term (one year) financial projection for 
the year?
 Is ADA tracking our budget projections? 
 How sure are we of the funding rates that are being used for the 

forecast projection?
 Is the school maximizing the revenues it could be receiving?

15

Board Member: Helpful Questions to Ask (2)

 What is the longer term (three to five year) financial 
projection for the school/organization?
 Is the board/school thinking strategically about how it is 

allocating its funds?
 Are the funds being allocated in line with the school’s 

strategic plan and program initiatives?
 What are the school’s reserves earmarked for?

 What is the school’s cash position? 
 How much does it have in reserves? Are there sufficient 

funds to cover two-three months of expenses if there were 
to be a significant lag in the timing of receipt of state funds?

 How much leverage, if any, does the school have? Is the 
cash flow accurately reflecting loan payments?

16
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Deferrals17

 Enrollment and attendance which translate into Average Daily Attendance 
(ADA) are the main revenue drivers for charter schools.

 Percentages of Free and Reduced Lunch eligibility and English Learner status 
are other major revenue drivers

 Cash flow is driven by ADA from prior period

 Advance Apportionment (July through Jan): calculated off of prior year P2 
attendance, which ends in April of prior year

 P-1 Apportionment (February through May): calculated off of current year 
P-1 attendance, which ends in December of current year

 P-2 Apportionment (June): calculated off of current year P-2, which ends in 
April of current year

Important to remember that increases in enrollment and ADA have 
immediate impact on budget, but cash may not be seen for quite some time

Charter School Revenue Drivers

18
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Charter School Spending as a Whole
On average charters spend 62% of budget on salaries and benefits.

19

Expenses

Typical expense patterns for charter schools are fairly evenly distributed

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun

Certificated Salaries - 1000 2% 7% 9% 10% 9% 9% 9% 9% 9% 9% 9% 9%

Classified Salaries - 2000 6% 7% 9% 9% 9% 9% 8% 9% 9% 9% 9% 10%

Employee Benefits - 3000 8% 6% 10% 9% 9% 8% 11% 8% 9% 9% 8% 5%

Books and Supplies - 4000 4% 10% 14% 13% 7% 7% 6% 6% 7% 5% 7% 13%

Services and Other Operating 
Expenses - 5000 4% 6% 9% 8% 8% 7% 7% 8% 8% 7% 8% 21%

Total - Expense 4% 7% 9% 9% 9% 8% 8% 8% 8% 8% 9% 13%

Cumulative Expense 4% 11% 20% 29% 38% 46% 54% 62% 71% 79% 87% 100%

20
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Understanding the Deferrals

 In 2001-02, the state started deferring the June payment into July

 In 2007-08, the February apportionment started also being deferred into 
July

 In 2009-10, the state started partially deferring portions of the April and May 
apportionment into August

 In 2010-11, the state added multiple spring deferrals and started deferring 
fall payments for the first time

 In 2011-12, both spring and fall deferrals increased again with almost all of 
spring funding being pushed into the summer

 In 2012-13, the first reductions in deferrals were made as the state reduced 
the February deferral and cancelled the March  April deferral

 These reductions were made possible by the passage of Proposition 
30, but Proposition 30 has complicated funding streams and made 
cash flow more difficult for 2012-13

21

Understanding the Deferrals – 2011-12

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun TOTAL Jul Aug
 

Standard Apportionment 5.00% 5.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 9.00% 100%
Deferral -5.00% -5.00% 2.82% -9.00% 2.18% ‐7.88% ‐3.88% ‐1.65% ‐3.15% ‐9.00% 7.88%
Deferral 5.00% ‐5.12% ‐5.68% ‐3.94% 1.65% 5.68%
Deferral 9.00% 3.88% 3.15% 5.12%

Deferral  9.00% 3.94%

Actual Apportionment 0.00% 0.00% 11.82% 0.00% 9.00% 9.00% 25.18% 1.12% 0.00% 5.55% 1.91% 0.00% 63.57% 21.68% 14.74%

Deferral

July Apportionment Deferred Until September 2.82%

July Apportionment Deferred Until January (New to 2011‐12) 2.18%

August Apportionment Deferred Until January (New to 2011‐12) 5.00%

October Apportionment Deferred Until January 9.00%

February Apportionment Deferred Until July 7.88%

March Apportionment Deferred Until April 3.88%

March Apportionment Deferred Until August (New to 2011‐12) 5.12%

April Apportionment Deferred Until July 1.65%

April Apportionment Deferred Until August 5.68%

May Apportionment Deferred Until July 3.15%

May Apportionment Deferred Until August 3.94%

June Apportionment Deferred Until July 9.00%

Total Deferrals 59.31%

Total Inter Year Deferrals 36.43%

35%

44%

100%

59.31%

36.43%

63%

2011-12 2012-13

Percent of 
Apportionment 
Deferred

56%

44%

100%

100%

88%

43%

57%

18%

* The months listed for funding 
purposes are the months that the 
state releases the apportionment.  
Since apportionments are made at 
the end of the month and because 
there is typically a 7 to 21 day lag 
time for counties to process the 
payments and send to the school, 
funds will likely be received in the 
month after the actual listed 
apportionment month.  The most 
important implication in all of this 
is that you can't count on a 
monthly apportionment to meet 
that month's payroll needs.

22
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Ways of Managing Cash Flow During Deferrals

 Cash Reserves – Some schools, particularly those that have been in operation 
longer, have enough reserves to manage cash  

 Property Tax – Schools that have a higher percentage of funding from property 
tax are not as affected by deferrals as property tax follows a more even schedule 
with only 7% being deferred into the summer

 Delaying Payments – Negotiating with vendors to delay payments for spring 
purchases and services until deferred funds are received.

 Loans – Loans or lines of credit from banks, credit unions, community 
development financing institutions or private parties

 Receivables Sales – Sale of deferred payments at a discount to receive funding; 
school gets a discounted amount when needed and purchaser owns right to 
receivable 
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The Deficit
Because expenses are relatively evenly distributed throughout the year and 

revenues are deferred it can create a massive cash deficit for schools

Assumes that school is not growing; if school is 
growing, the cash deficit will be even more dramatic.

Deficits are reflective of 2011-12 cash flow schedule

July August September October November December
Cumulative Expense 3.99% 10.71% 20.05% 29.18% 37.72% 45.68%
Cumulative State Revenue 0.00% 0.00% 0.00% 11.82% 11.82% 20.82%
Cumulative Deficit -3.99% -10.71% -20.05% -17.36% -25.90% -24.86%

January February March April May June
Cumulative Expense 54.03% 62.30% 70.73% 78.89% 87.41% 100.00%
Cumulative State Revenue 29.82% 55.00% 56.12% 56.12% 61.66% 63.57%
Cumulative Deficit -24.21% -7.30% -14.61% -22.77% -25.75% -36.43%

24
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What are my options if I’m short on cash?
If your school finds itself looking at a cash shortage, there is no single magic solution, but 

depending on timing and severity, there are a variety of ways to address cash 
management issues

 First line of defense against negative cash balances:

 Negotiate with Vendors

 Deferral Exemptions

 CDE Revolving Loan

 Next steps involve borrowing, and paying a premium for 
that borrowed cash: 

 Bank Loans and Lines of Credit

 Private Loans

 CDFI Lines of Credit

 Receivables Sales
25

Reserves
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Reserves Intended to Meet Multiple, Often 
Competing Demands

27

 Cash shortage resulting from deferrals

 Program needs and additions to support school 
mission

 Facilities needs

 Present as an attractive borrower

 Extraordinary expenses, e.g.:
 Legal costs

 Special needs

 Leadership turnover

Target Reserves May Differ By School

28

 The state recommends that schools and school 
districts maintain a liquid cash reserve of 3-5% 
of total forecasted expenses for the year
 We recommend that the reserves be sufficient to 

cover at least two months of monthly operating 
expenses as well as contingencies for scenarios 
where enrollment forecasts or fundraising goals are 
not met 

 Schools with meaningful exposure to risks need to 
evaluate how much to self-insurance against those 
risks.


