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Cash Flow – Purposes

More Important Than EVER!
• School Districts likely to see little if not zero or negative increases 

in funding  - MAXIMIZE YOUR INVESTMENTS

• State Aid and Tax Shifts will greatly affect when cash arrives into 
your District – MAKE SURE YOU HAVE ENOUGH CASH TO 
MEET OBLIGATIONS

• Lack of funding and shift changes will likely cause borrowing 
needs for many districts – UNDERSTAND YOUR DISTRICT’S 
CASH NEEDS AND BE PREPARED
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Cash Flow – Workload 

• A good cash flow takes more than an hour to 
prepare

– You can spend the time developing the cash flow, 
updating the data, and scheduling investments

– You can have a company external to the District do 
this for you

• Free up time at the District level
• Tap into expertise on Cash Flow Analysis
• Tap into expertise on investments
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Cash Flow – Workload 

• A good cash flow needs to be monitored 
regularly

• A good cash flow is the starting point to 
maximizing your investments
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Maximize Your Investment

Strategy determines investment vehicles

Investment
Strategy

Investment
Vehicle

Cash
Flow
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Maximize Your Investment

• Investment Strategy
– Safety
– Liquidity
– Amount
– Time/Effort
– Rate
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Maximize Your Investment

• Investment Vehicles
– Money Market

– Treasury & Agency Securities

– Certificate of Deposits

“If it sounds too good to be true, it probably is.”
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Cash Flow – Purposes
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Cash Flow – What Funds?

• No Construction Funds

• Debt Service (Fund 7) included in Investment 
Cash Flow, excluded from Borrowing Cash Flow

• OPEB Trust Transfers:  A new variable to 
consider
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Cash Flow – OPEB Trust $

• Interplay with cash flow = added flexibility
– Timing

• Specific Months
• Specific Years
• Politically Strategic

• Redemption Options
– Implicit rate portion?
– Explicit amount?
– Both?
– Nothing?
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Cash Flow – State Shifts

• State Aid Shifts

– Not receiving 100% of the State Aid in the current 
year, with the balance given in the following year

– The current “unallotment” aid shift from 90/10% to 
73/27%
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Cash Flow – State Shifts
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Cash Flow – State Shifts

• Property Tax Shifts
– Advanced recognition of Levy receipts results in delay 

of Aid payments

– Cash Flow “hit” will come at the end of FY 11
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Cash Flow – State Shifts
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Cash Flow – State Shifts
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Cash Flow – Data

• Generally, more detail = better projections 

• Budget does not equate exactly to cash

• Levy Certification information

• IDEAS reports

• The State’s “Cash Simulation” reports – take the 
totals with a grain of salt
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Cash Flow – Data

• Debt Service Schedules  

• Common Data problems: 
– accrual reports
– incomplete information 
– double counting (too much info)
– including construction funds
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Cash Flow – Assumptions

• Levy Collection % for large payments

• Federal Stabilization & AARA collections

• Capital and Health & Safety expenditures

• Retro and Severance Outlays
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Cash Flow – Assumptions

• Negotiations Assumptions

• Direct Deposit for payroll needs

• Growth rates on receipts and expenditures
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Cash Flow – Assumptions

The downside of being too conservative:
• Opportunity Cost (lower interest earned)

• Borrowing too much (unnecessary Arbitrage, 
possibly losing more on the Borrowing in recent 
years)

• ‘Cry wolf’ accusations from your stakeholders
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Cash Flow – Assumptions

Suggestions:
• Grow your projections by %’s instead of arbitrary 

$ amounts

• Try to match reality
– A/P and Health Insurance payments
– Payroll (direct deposit needs?)
– Miscellaneous receipts
– Account appropriately for holidays/weekends
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Cash Flow – Assumptions

Suggestions (Continued):

• Monitoring your receipts is imperative
– Changing IDEAS (State Aid) reports
– Federal “Non-IDEAS” and Stabilization/AARA receipts
– County Property Taxes (amounts, wired/check?)
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Cash Flow – Safety Net

• Be sure that you are slightly conservative with 
your assumptions

• Maintain a minimum cash balance
– Money Markets and/or NOW accts
– Have a goal of ½ of a normal payroll
– Dependent on quality of data
– Dependent on variability of assumptions
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Cash Flow – Safety Net

• Liquid fixed-rate investments can provide added 
security (ie, Government Securities)

• Accounts Payable Float

• Special request to the County for an advance in 
Property Taxes 

• Other sources of money? (District-specific)
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Cash Flow – Borrowing

• Aid Anticipation Certificates (AAC’s)
– Limited to 75% of non-Debt Aid (verify with Bond Counsel)
– Proceeds cannot be received before July 1
– Must be repaid by Sept 30 of the following year

• Tax Anticipation Certificates (TAC’s)
– Limited to 75% of non-Debt Levy (verify with Bond Counsel)
– Proceeds cannot be received before Jan 1
– Must be repaid by March 30 of the following year
*Note:  Both may be subject to Arbitrage restrictions depending on 

amount borrowed and other debt issuances in the same 
calendar year
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Cash Flow – Borrowing

• Borrowing Cash Flow Details
– No Construction Funds
– No Fund 7 (cash, receipts, or debt service)
– Can borrow maximum low point within the term of the 

borrowing + 5% of prior year’s non-debt expenditures
– Can show the start/end of each month on any day, as 

long as you are consistent throughout
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Cash Flow

Questions/Comments?

Thank you.
PMA Contact Info.

763-497-1490
Kent Johnson, ext. 1300, kjohnson@pmanetwork.com
Steve Pumper, ext. 1305, spumper@pmanetwork.com

Dave Anderson, ext. 1301, danderson@pmanetwork.com
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Disclaimer
The information contained herein is solely intended to suggest/discuss potentially applicable financing applications and is not 
intended to be a specific buy/sell recommendation, nor is it an official confirmation of terms.  Any terms discussed herein are 
preliminary until confirmed in a definitive written agreement.

The analysis or information presented herein is based upon hypothetical projections and/or past performance that have 
certain limitations. No representation is made that it is accurate or complete or that any results indicated will be achieved.  In 
no way is past performance indicative of future results.  Changes to any prices, levels, or assumptions contained herein may 
have a material impact on results.  Any estimates or assumptions contained herein represent our best judgment as of the 
date indicated and are subject to change without notice.  Examples are merely representative and are not meant to be all-
inclusive.

The information set forth herein was gathered from sources which we believe, but do not guarantee, to be accurate. Neither 
the information, nor any options expressed, constitute a solicitation by us for purposes of sale or purchase of any securities 
or commodities. Investment/financing decisions by market participants should not be based on this information.

You should consider certain economic risks (and other legal, tax, and accounting consequences) prior to entering into any 
type of transaction with PMA Securities, Inc. or PMA Financial Network, Inc.  It is imperative that any prospective client 
perform its own research and due diligence, independent of us or our affiliates, to determine suitability of the proposed 
transaction with respect to the aforementioned potential economic risks and legal, tax, and accounting consequences.  Our 
analyses are not and do not purport to be appraisals of the assets, or business of the District or any other entity.   PMA 
makes no representations as to the actual value which may be received in connection with a transaction nor the legal, tax, or 
accounting effects of consummating a transaction.  PMA  cannot be relied upon to provide legal, tax, or accounting advice. 
You should seek out independent and qualified legal, tax, and accounting advice from outside sources.

If posted on a webpage, this information has been prepared for informational and educational purposes and does 
not constitute a solicitation to purchase or sell securities, which may be done only after client suitability is reviewed 
and determined. Services offered by PMA Securities, Inc. and this registered representative presenter, in particular, 
are available only in the following state:  MN. This information is not an advertisement of services available in any 
state other than those listed above.


