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• How to Monitor a Cash Flow

• Possible Effects of COVID on Cash Flow

• Short Term Borrowing

Agenda



 An estimate of how much cash the District will have 
on hand at the end of each day

 Starting Balance of Cash on Hand
 Add expected revenue

 Subtract estimated expenses

 Equals Ending Cash on Hand

309/22/20

What is a Cash Flow?
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Sample Cash Flow



 Identify IF you have enough cash to meet 
expenditures

 Maximize interest earnings
 Identify maximum amount to invest

 Identify maximum length of time to invest

 Identify if you will have a June 30th negative 
Operating Cash balance
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Reasons to Have a Cash Flow



 IDEAS Receipts (State Aid)

 SERVS Receipts (Special Ed and Federal Programs)

 County Receipts

 All Other
 Food Service Income

 Community Education Income

 Athletic Event Receipts

 Grants
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Revenue Data
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IDEAS Reports
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Taxes



 Taxes are approximately received according to the 
following schedule:
 23% May

 23% June

 6% July

 22% October

 22% November

 2% December

 2% January

909/22/20

Taxes



 Payroll

 Debt Service Payments

 New Issues

 Refunded Issues

 Account Payable Check Runs

 Health Insurance

1009/22/20

Expenditure Data



 Delayed Property Tax Payments
 Many Counties took action this Spring/Summer allowing 

property taxes to be delayed by forgiving any penalties or 
interest on late payments

 Resulted in lower amounts received by Districts in May 
and June than normally expected

 This certainly is a possibility for the October and 
November payments

Possible Cash Flow Effects of COVID



 State Aid Shifting
 Historically, in times of Budgetary Problems at the State, 

the Legislature has used the timing of State Aid (known 
as “shifting”) to balance the State’s Budget

Possible Cash Flow Effects of COVID



Fiscal Year State Aid Shift

2009 90%/10%

2010 73%/27%

2011 70%/30%

2012 60%/40%

2013 86.4%/13.6%

2014 - 2020 90%/10%

State Aid Shifting History



 Expenses associated with COVID
 PPE

 Technology

 Additional Staffing

 Transportation

 Food Service

 School Age Child Care

 Nursing

Possible Cash Flow Effects of COVID



 CARES ACT Funding
 Revenue received after the expenses have been incurred

 Can cause havoc with your cash flow

Possible Cash Flow Effects of COVID
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Be Prepared

• What happens if there is a State Aid Delay?

• What happens if the County Delays Tax Collections?

• What happens if there is a reduction in the State Aid 
Formula?

• You NEED systems in place to help you identify what any of 
these mean to you.
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Positive Cash Flow Example
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Minor Shortage Cash Flow



1909/22/20

Major Problem Cash Flow



I’m Short.   Now What?

• Line of Credit

• State Aid Certificates

• Tax Certificates

• Combination of the above

2009/22/20

Cash Flow Borrowing Options



Line of Credit

 Statute MN 123B.12

 Limited to 95% of average monthly operating 
expenditures from previous fiscal year

 Limited to 45 day terms

2109/22/20

Line of Credit
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Line of Credit

 Most effective for short gaps 1-3 months

 Quick turnaround time

 Higher interest rate can be offset by low cost of issuance

 Flexibility in changing amount you are borrowing to 
match your need over time



23

Line of Credit Steps

 Pass a Board Resolution

• Provides parameters on borrowing rate

• Provides parameters on time period

• Enter into an agreement with a financial institution
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Line of Credit

Advantages

• No cost to the District if there is no draw

• Flexibility on when to borrow

• Can be cheaper than other options if borrowing for a 
short time

• Quick turnaround

• No formal sale required
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Line of Credit

Disadvantages

• Limit on amount may not be enough

• Need to find a financial institution that is willing to 
issue the LOC

• Can be more expensive for a lengthier time



Aid Anticipation Certificates (AAC)

 Statute MN 126C.50 – 126C.54

 Limited to 75% of remaining state aids from present date 
through June 30

 Excludes debt service aid

2609/22/20

Aid Anticipation Certificates
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Aid Anticipation Certificates

 Certificates cannot close until after July 1

 Certificates must be paid back by September 30 of the 
following fiscal year
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Aid Anticipation Certificate Steps

 Determine Amount you NEED to borrow and for how 
long

 Determine Amount Eligible to borrow

 Produce Borrowing Cash Flow

 Submit Letter to MDE verifying remaining aids receivable

 Submit State Credit Enhancement Application to MDE
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Aid Anticipation Certificates

Advantages
• Generally greater borrowing amount

• Could be up to a 13 month time period

• Cheaper than a LOC if for a longer period of time
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Aid Anticipation Certificates

Disadvantages
• Amount the District is able to borrow decreases as 

the year goes on
• Lengthier process than LOC
• Less flexibility in changing the amount throughout the 

year to match your need
• Higher costs of issuance



Tax Anticipation Certificates

 Statute MN 126C.50 – 126C.54

 Limited to 75% of remaining taxes receivable from 
present date to December 31

 Excludes debt service levy

3109/22/20

Tax Anticipation Certificates
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Tax Anticipation Certificates

 Certificates cannot close until after January 1

 Certificates must be paid back by March 30 of 
the following calendar year
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Tax Anticipation Certificate Steps

 Same as AAC steps, with the exclusion of 
having your State Aid receivables verified by 
MDE
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Tax Anticipation Certificates

Advantages
• Generally greater amount to borrow against than 

LOC, but less than State Aids

• Could be up to a 13 month time period

• Cheaper than an LOC if for a longer period of time
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Aid Anticipation Certificates

Disadvantages
• Amount you are able to borrow decreases as the year 

goes on
• Lengthier process than LOC
• Less flexibility in changing the amount throughout the 

year to match your need
• Higher costs of issuance
• Lesser amount to borrow against for Districts without 

operating referendum authority
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Cash Flow Borrowing

Analyze and recommend the option 

that is best for you

• Build your cash flow

• Determine amount and length of time

• Review LOC, AAC, TAC
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Cash Flow Borrowing

Factors to consider when selecting method 
of sale for short term borrowing

• Timing
• Size of borrowing
• Market conditions
• Availability/relationship with local lenders

The method of sale must be evaluated given specific 
circumstances to choose the route that is likely to produce 

the most efficient results. 
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Cash Flow Borrowing

Execute your plan

• Board Resolutions

• Access the Market

• Receive funds into your account
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Disclosure

PMA Asset Management, LLC. (“PMA”) is an investment adviser registered with the U.S. Securities and Exchange Commission. The information
presented herein is for general information purposes only and is not a specific/buy sell recommendation. The analysis or information presented in this
presentation is based upon hypothetical projections and/or past performance that may have certain limitations and is solely intended to
suggest/discuss potentially applicable financing applications or investment strategies with you. Any terms discussed herein are preliminary until
confirmed in a definitive written agreement.

Investment in securities involves risks, including the possible loss of the amount invested. In addition, past performance is no indication of future
performance and the price or value of investments may fluctuate. Asset allocation does not assure or guarantee better performance and cannot
eliminate the risk of investment losses. You should consider certain economic risks (and other legal, tax, and accounting consequences) prior to
entering into any type of transaction with PMA Asset Management, LLC Prudent Man and its employees do not offer tax or legal advice. You should
consult with your tax and/or legal advisors before making any tax or legal related investment decisions.

Securities, public finance and institutional brokerage services are offered through PMA Securities, LLC, PMA Securities, LLC is a broker-dealer and
municipal advisor registered with the SEC and MSRB, and is a member of FINRA and SIPC. PMA Asset Management, LLC, an SEC registered
investment adviser, provides investment advisory services to separately managed accounts and local government investment pools. All other products
and services are provided by PMA Financial Network, LLC PMA Financial Network, LLC., PMA Securities, LLC and PMA Asset Management (collectively
"PMA") are under common ownership. Securities and public finance services offered through PMA Securities, LLC are available in CA, CO, FL, IL, IN, IA,
MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This document is not an offer of services available in any state other than those listed above, 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.
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