Virginia Local Governments

GASB 34 Reporting 

Reporting School Board Appropriations

For financial reporting in Virginia, local School Boards are separate entities reported as a discrete component unit.  The GASB reporting model envisioned separately elected school boards with the power to raise revenue and independently adopt a budget.  This reporting model requires that both the auditor and financial statement preparer need to uniquely treat certain transaction in Virginia, such as debt-financed assets.

Budget and appropriation information is another area requiring special treatment for financial reporting purposes only.  The guidance in this document only requires the financial preparer and auditors to appropriately treat the school appropriation for financial statement presentation and does not require either the local governing body or the school board to change it budgetary process.  We emphasize that for budgetary purposes, local governing bodies or the school boards should comply with Virginia law rather than trying to adopt a process used only for financial reporting purposes.

Generally, Virginia law requires the local governing body adopt a budget which details all of its revenues and expenses.  Typically, this budget includes the School Board with all of the other departments within the local government, not as a separate entity.

Also inherent within Virginia law is that the School Board will record all of its financial activities in a separate fund.  Therefore, the law envisioned that with the adoption of the budget and the method of appropriation that the local governing body would therefore need to move the budgeted and appropriated funds from the local government’s General Fund to its School Fund.

The Code of Virginia, Section 22.1-94, requires the governing body to make appropriations to the school board for maintaining an educational program meeting the standards of quality as provided by law.  The appropriation method may follow the same periodic basis as the governing body makes appropriations to other departments and agencies.

When the local governing body adopts the budget, this action is actually approving two transactions for financial reporting.  These transactions are the approval of the general School Board budget within the statutory guidelines, and the transfer of the funding to the School fund.  During the year, the appropriation process allows the local governing body to amend the budget and authorize the transfer.

For financial reporting purposes, especially with the implementation of GASB 34, governments must present budgetary comparison schedules.  These budgetary schedules present both the original and the final appropriated budgets, as well as actual inflows, outflows, and balances.  To accurately report the flow of funds, local governments should include a budget that reflects an appropriation for the expenditure of funds transferred to the School Board.  If the School Board issues separate financial statements, its budget will include the revenue received from the local government and the appropriation for its expenditures.
The auditors and financial statement preparers need to compensate for this unique provision of the Virginia law.  However, no change to the local government’s or school board’s accounting and budgetary system is necessary.  This situation presents only a financial reporting issue.
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