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Finance 101 for Board of Education Members



Overview & 
Objectives
• Reading a Financial Statement

• Budget Overview

• Budgetary statements & line-item 
transfers

• Fund Accounting and related statement

• Non-Lapsing Funds

• Best Practices: Internal Controls



Financial Oversight 
and Responsibility

Role of the School Board:
• Ensuring fiscal responsibility

• Oversight of financial reports (balance sheets, income statements)

• Approving large financial transactions (e.g., contracts, capital 
projects)

Importance of Transparency and Accountability:
• Regular financial reporting

• Public disclosure and community engagement

• Auditing and compliance



What is a School 
Budget?

Definition: A financial plan that outlines projected 
expenses
for a school district
⮚ Purpose: Ensures resources are aligned with 

educational goals
⮚ Major Expense Categories:

• Instructional Costs: Salaries, benefits, instructional supplies

• Operational Costs: Facilities, maintenance, utilities

• Student Support Services: Counseling, special education, 
transportation

• Capital Expenditures: Infrastructure, technology, equipment



Definitions
● Encumbrances : a commitment to pay for a specific purpose in the 

future, such as a purchase order or contract

● Expenditure: a payment with either cash or credit to purchase 
goods or services

● Projection : a method of estimating an entity’s future financial 
performance

● Budget to Actual : the process of comparing a company's actual 
financial results to its budget

● Budget Transfer : the movement of funds from one budget line 
item to another, or from one account to another



Budget Process

• Budgets are submitted to appropriate Town Board(s)

• Revenue estimates are developed (i.e. building permits, interest income, state grants 
such as ECS and PILOT payments)

• Budgets are reviewed and the impact on the mill rate is considered

• Budget is approved and mill rate is set

• Property tax bills are sent out by the Tax Collector based on assessment 
amounts in the Town’s Grand List. 



Financial Reporting - Budget to Actual



Budget:  Line Item Transfers



Fund Accounting

Governmental Funds:
● Education Grants
● Cafeteria
● Student Activities
● Non-lapsing (new!!)

Self Supporting 

● Revenues (should) cover expenditures



Fund Accounting - Balance Sheet

Key Balance Sheet terms:

● Asset
● Liability
● Fund Balance

Assets = Liabilities + Fund Balance



Fund Accounting - Profit and Loss Statement

Key P&L terms:

● Revenues
● Expenditures
● Other Financing



History of the Non-Lapsing Fund 
(Unexpended Education Funds Account-CGS 10-248a)

• Public Act 10-108  - Effective for fiscal year ending 
06/30/2011

■ Allowed Town Board’s of Finance to deposit 1% of 
the prior fiscal year’s education budget into the 
non-lapsing fund

■ Did not specify eligible expenses from the fund

• Public Act 19-117  - Effective  for fiscal year ending 
06/30/2020

■ Increased the amount that could be deposited into 
the fund to 2%

■ Limited the expenses from the account to 
educational purposes only

■ Added a section requiring Boards of Education to 
approve the expenses

• Public Act 24-45 - Effective for fiscal years ending 
06/30/2024

■ Permits the Board of Education to make the deposit

■ No longer requires  Town approval 



Understanding the Non-Lapsing Fund 
(Unexpended Education Funds Account-CGS 10-248a)

• Boards of Education can accumulate savings over time 
■ No cap on the accumulation though boards should consider 

implementing a cap

■ Limited to expenses for educational purposes

■ Provides boards with the ability to cover unanticipated costs 
that can arise (i.e.  capital expenses and special education 
costs

• Boards of Education vote to create an “Unexpended Funds 
Account”

• Boards should  also develop and adopt guidelines and 
procedures for the deposit into the account and 
expenditures out of the account.  



Items to Consider for Account Guidelines
(Unexpended Education Funds Account-CGS 10-248a)

• Max Balance in the Account
• While not required by the Statute, Boards should 

consider setting a cap on the amount that can 
accumulate in the account

• If a district doesn’t have expenses from the account 
over the course of a few years, the balance in the 
account could grow. 

• Process for Approval of Expenses
• Eligible Expenses

• Percent of Budget to set aside (statute allows up to 2%)



Best Practices:  Internal Controls

Written Policies

Separation of Duties

Requisition and Purchase Order Processes

Contracts

Reconciliations

Audit



Written Policies

● Must have clear policies set by Board for all staff.

● Model policies exist from CABE and several law firms.

● Must update and keep current.



Separation of Duties

● In many small districts, this can be a challenge

● A key part of internal controls

● Multiple individuals must be involved in processes—

For example:  payroll—human resources sets salaries
and payroll coordinator issues pay checks.  

● Your staff should be able to take a vacation.

● Open access and transparency are keys to success.



Requisitions and Purchase Orders

● Does your district have an established process for 
requisitions and purchase orders? 

● Are there levels of approvals?

● Are purchase cards (credit cards) used?



Contracts

● Who has authority to sign a contract

● Legal Review

● Risk Management Review



Reconciliation Processes

• What is a reconciliation?

• Which entity is responsible?  

• Town or Board?

• Timeliness of Reconciliation



Conducting a Risk Assessment

Cash Handling Procedures:  Do you 
have clear policies and processes?

Student Activity Funds:  Who is 
responsible, how are reconciliations 
performed.

Procurement, Reimbursement, Check 
Issuance Processes



Review

What is your opinion of these accounts?



Conclusion

Key Takeaways:
• Understanding school funding and 

budgeting is crucial for effective 
governance.

• School boards play a vital role in 
ensuring financial health and 
accountability.

Next Steps:
• Regular financial training for board 

members
• Engagement in budget planning 

and monitoring processes



Questions?



Thank You

● If you have questions, 
please contact CASBO 
Executive Director, 
Sharon Bruce, at 
ssbruce@comcast.net or 
860.519.0023

mailto:ssbruce@comcast.net


Key Financial Terms 
for Board Members

• Revenue vs. Expenditure
• Deficit vs. Surplus
• Cash Flow
• Capital Budget vs. Operating Budget
• Bond Issuance and Debt Service



Common Financial 
Challenges in 
Education
Budget Cuts and Funding Shortfalls

• Managing reduced state/federal 
funding

• Impact on staff and programs

Unfunded Mandates
• Legal obligations without dedicated 

funding

Capital Needs
• Maintaining and upgrading school 

facilities



Best Practices for 
Board Financial 
Governance
Engage with Financial Reports:

• Ask questions and seek 
clarification

Collaborate with Key Stakeholders:
• Work closely with school 

administrators and finance staff

Encourage Transparency:
• Ensure the community is 

informed and engaged in financial 
decisions
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