Eight Strategies that Will Help You Determine the Financial Fitness of a School District 

Many aspiring superintendents worry that they will find themselves in a school district whose serious financial problems are a surprise. Certainly, more than a few first-year superintendents wish that they had done the research necessary to avoid finding themselves in this unpleasant circumstance. The question is, “How can you know if the school district you are considering has serious financial problems?” 
Of course, there is no proverbial “silver bullet” answer. Financial problems can come in many forms and result from many causes. However, armed with some key strategies, and with careful attention to what you discover, you can go a long way toward reducing the potential that you will encounter an unpleasant financial surprise. Let’s explore some strategies you can use to aid you in your quest.
Review media coverage
First, conduct a general review of media coverage related to the school district, especially during the spring of the year. If school districts are facing ongoing financial challenges, they likely are going to be reported in the newspaper. Since budgets typically are built during the spring, timelines for staff layoffs play out during these months. Other major financial decisions often are being considered at this time, and any significant problems are likely to be discussed. However, this information may only tell you if problems are already present, not if trouble is ahead or yet undiscovered. 
Check the fund balance
A second place to learn about the financial health of the school district is the budget operating fund balance. This information will give you a sense of whether financial discipline has been exercised to put aside funds when revenues have exceeded expenditures. Some school boards have policies regarding the size of fund balances they will maintain. If the board has a policy on the size of the fund balance, you can compare the size of the current balance to the policy. This information will give you a sense for school board and administrative fiscal discipline. You will also want to know what trends are present related to the fund balance. The current balance may look healthy, but it could be a fraction of what was present just a few years ago. Conversely, a modest balance may be the result of careful planning and discipline built from a nearly nonexistent balance. 
Look for state aid trends
Third, review recent trends in the level of state aid provided to the school district. This information will likely translate into similar shifts in local property tax levies. Stable or growing state financial support typically results in fewer taxpayer concerns. However, if state aids are going down and property taxes are going up, you can anticipate that resistance will be present and may be growing. Accompanying this trend will be increased pressure to curtail spending and monitor expenditures more closely .
Review the most recent auditor's report
Fourth, your research should include a review of the most recent auditor’s report. Pay particular attention to beginning and ending balances and any expressions of concern or advice regarding the maintenance and management of accounts. If the auditor has recorded an area of concern you may want to note this information for further exploration with the departing superintendent, the business manager or the school board. 
Look at student enrollment trends
Fifth, review any available information regarding student enrollment trends. School funding in Wisconsin is so tightly tied to student enrollment that the direction of enrollment trends also represents a helpful clue regarding the financial health of the school district. Typically enrollment decreases translate into tighter budgets. The reality is that most school districts in the state are experiencing declining enrollment. The question is, “How much?” Further, even if enrollment is growing, financial pressures may still be present at least in the short term as full student funding for enrollment growth doesn’t arrive until the third year students are present. 
Check budget allocations for staffing
Sixth, determine what percent of the operating budget is allocated to staffing costs. Typically, staffing costs represent 80% to 85% of the operating budget. This level of funding for staff means that between 15% and 20% of the budget is available to support operational costs ranging from utilities to equipment and supplies and from technology to consumable items that allow staff members to perform their roles with adequate resources. You’ll also want to collect information regarding recent trends in this area. Recent retirements of experienced staff members who are replaced by lesser experienced and less expensive staff members could result in a reduction in the percent of the budget allocated to staffing. However growth in this percentage also may indicate an increasingly experienced staff provided with higher compensation. This trend might mean problems in the future unless significant staff retirements or other compensation adjustments are on the horizon. 
Learn about contract negotiations
Seventh, and related to the previous indicator, is the status and tenor of contract negotiations. Bitter arguments and contentious negotiations are likely to result in either unhappy, frustrated staff or higher than usual compensation settlements. When people aren’t happy they often fight for more money even though increased compensation rarely makes an unhappy staff into a happy staff.
Review retirement liabilities
Eighth, has to do with post retirement benefits liability. You will want to know if the school district has made significant unfunded promises to staff members in their retirement. This financial liability has not been recorded on most school district financial statements in the past, but new reporting rules mean that this information will have to be recorded and addressed in the future. It is not unusual for school districts to face a significant challenge in this area. What is important is that the liability is recognized and a plan is developed to begin addressing the problem, if it exists.       
Each of these pieces of information taken alone will give you only a small part of the financial picture you need. However, when considered together a pattern or mosaic is likely to emerge that will tell you what you need to know.
Finally, just because a school district has financial challenges does not mean it is not a good choice for you. The challenge may represent the opportunity you seek to make a significant impact. Your leadership to make the situation better may be just what is needed. After all, great generals are not made in times of peace and skilled sailors are not developed on calm waters.
