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Cash Management

• Cash Management Overview

• Banking Services/Products

• Utilization of Technology in Cash Management

• Fraud and Security in Banking 
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Cash Management 

A. Cash Flow vs Fund Balance

B. Best practices

• Review monthly analysis reports from the bank, along with monthly 
account reconciliations
• Compare previous year balances

• Monitor daily cash balances

• Identify reserves and other balances that could be invested longer 
term in investments allowable by law.
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Cash Management 

• Improve cash management efficiency

• Improve your operational efficiency

• Increase your investment income
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Cash Management 

• How has banking activity changed over the year?

• How do companies/people transact business today?

• Are you using technology to:
• Maximize earnings
• Analyze your operations
• Streamline tasks and improve efficiency
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What is Cash Management?

Cash management is the corporate process of collecting and 
managing cash, as well as using it for (short-term) investing. It is 
a key component of ensuring a company's financial stability and 
solvency.

http://www.investopedia.com/terms/c/cash-
management.asp#ixzz4GkY8muMc
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http://www.investopedia.com/terms/s/solvency.asp
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Cash Management 

Functions of Cash Management
Cash management is the treasury function of a business, 
responsible for achieving optimal efficiency in two key 
areas: receivables, which is cash coming in, and payables, 
which is cash going out.

https://en.wikipedia.org/wiki/Cash_management
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Cash Management 

• Receivables Management
• When a business issues an invoice it is reported as a 

receivable, which is cash earned but yet to be received. 
Depending on the terms of the invoice, the business may 
have to wait 30, 60 or 90 days for the cash to be received. 

• School District In Flows  
• State-Aid /State Allocations
• Federal Revenues-ES-2 or USDA( CNP) 

• Local Taxes 
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Cash Management 

Payables Management
• When a business controls its payables, it can better 

control its cash flow. By improving the overall efficiency of 
the payables process, a business can reduce costs and 
keep more cash working in the business. Payables 
management solutions, such as electronic payment 
processing, direct payroll deposit, and controlled 
disbursement can streamline and automate the payable 
functions.

10



Cash Management 

• Most of the receivables and payables management functions 
can be automated using business banking solutions. The 
digital age has opened up opportunities for smaller 
businesses to access the same large-scale cash management 
technologies used by bigger companies. The cost savings 
generated from more efficient cash management 
techniques easily offsets the costs.
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Cash Flow Management

Cash management involves:
• Knowing when, where, and how your cash needs will 

occur;
• Knowing the best sources for meeting additional cash 

needs; and
• Being prepared to meet these needs when they occur, by 

keeping good relationships with bankers and other 
creditors.
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Cash Management 

• Perform a detailed cash flow analysis and update 
it throughout the year.

• Identify major revenues and expenditures and 
their expected timing 

• Review historical data to determine typical cash 
inflows and outflows throughout the fiscal year.
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GFOA Best Practices- Cash 
Forecasts

• Governments conduct cash flow analysis to estimate 
available cash deposits, expected inflows, and 
required disbursements during a given period so 
they can ensure sufficient liquidity

• Common inflows include state aid, tax receipts, 
bond proceeds, federal grants, and investments that 
will mature during the forecast time frame. 
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Cash Forecasts

• Outflows represent anticipated payments such as debt 
service, employee payroll or benefits, and payments to 
vendors for goods and services anticipated during the 
forecast time frame.

• Governments should also consider and accommodate non-
repetitive payments such as capital expenditures.
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Cash Forecasts

• The cash forecast is critical to ensuring a district can  meet 
its financial obligations and will not result from a cash 
shortage. 

• Considerations
• Timing of collections
• Short term borrowing
• Capital/Maintenance Projects
• Investment decisions 
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Cash Flow Forecast

• Ensures Liquidly
• Days Cash On Hand vs Fund Balance

• Serves as Investment Tool
• Amount that is available for investment
• Length of time to hold investment

• Can identify problems
• Collections vs. disbursements
• Budget projections

18



Cash Forecasts

• Consider historical information and projected financial 
activity. 

• Compare actual cash flow results with projections and 
determine the reasons for variances

• Monitor cash position daily to ensure sufficient liquidity. 
• Evaluate projections at least quarterly and adjust
• No forecast will be 100% accurate
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Cash Flow Analysis

• Timing Considerations
• State aid is paid on 20th of each month

• What happens when it is late
• Impact of early payroll
• Look at weekly balances

• Local revenue collections
• When are taxes collected

• Property Taxes- Seasonal ( 15th and 30th) 
• Sales Taxes-Monthly- What date
• City/County Appropriation
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Cash Flow Analysis

• Considerations-Revenue/Inflows

• State/Federal Allocations
• Local Property & Sales Taxes

• Disbursements/Outflows
• Payroll/Benefits (80%)
• A/P schedule
• Bond Payments
• Capital
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Cash Forecasts

• Districts can complete an analysis using simple 
spreadsheet software, while organizations that 
require more complex modeling can use 
commercially available software.
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Cash Management 

• Ensure, when possible, that all cash is in 
interest-bearing accounts.

• Consider longer-term investments that 
pay higher interest rates for   reserves 
not expected to be needed in the near 
term

• Establish a formal investment policy  to 
guide your district in making these 
decisions and review it annually.
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Cash Management

• Develop an investment strategy
✓Understand your cash flows
✓Understand your investment choices 
✓Develop an investment policy
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Understand Your Cash Flow

• Maximize return on idle funds

• Invest excess funds daily

• 24 hours invested “ adds up quickly”

• Objective

• 100% of funds are invested 100% of the 
time at the highest rate of return with 
safety and liquidity as the main drivers.
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Investment for Boards of Education 



Helpful Hints

• Safeguarding of Assets- Safety Come First
• Always stay with investments with which you are familiar
• Treasury securities should serve as benchmark
• When in doubt ask or research
• Do not buy what you do not understand
• Do not buy any investment that yields less than its 

corresponding treasury
• Government guaranteed does not mean risk free
• When in doubt ask or research
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Guidelines of Investing

• Always buy every investment as though you will hold it until 
maturity

• Avoid investing all of your funds at once, especially if the 
environment is calling for an upward rate movement

• Never buy an investment expecting to sell it early

• Create and follow a cash flow forecast

• When in doubt DON’T
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Investment Policy

WHY
• Formal written policy is vital for prudent investment 

management

• Gives clear guidance

• Communicates where the Board has chosen to go with 
their investment portfolio
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Bank Account Overview

• Consolidate accounts when feasible to minimize bank fees, 
while continuing to maintain separate detailed accounting 
records. 

• Consider a request for proposals for banking services every 
three-to-five years to maximize interest and minimize fees.
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Sample Bank Structure
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DEPOSITORY ACCOUNTS

General Fund – This is a major account for the Board 
where the majority of receipts will be deposited. This 
account will also receive ACH deposits from Federal, 
State  and Local agencies.

Child Nutrition – This is the receiving funds for all school 
lunchroom activities of the Board of Education

Capital Building Fund – This is the receiving account on 
accounts for bond proceeds. These receipts will be by 
ACH or checks and be few in numbers.



Sample Bank Structure

DISBURSEMENT ACCOUNTS

Accounts Payable Account – Transfers are made to this 
account from the depository accounts on a weekly basis to 
cover all checks written in accounts payable.

Payroll Account – Transfers are made to this account 
monthly or biweekly from the depository accounts to cover 
all payroll checks and direct deposits for payroll.
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Sample Bank Structure
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Banking Services 
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Bid or negotiate your banking services
• Identify banking institution that will provide the highest 

quality of service at the lowest cost to the board.



Choosing Your Bank
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• Developing a banking relationship
• Look for a multidimensional institution
• Seek a  bank that specializes in Public Funds relationship
• State of Alabama SAFE Program
• Location

• Identify banking institutions that will provide the highest 
quality of service at the lowest cost to the board

• Identify banks that are committed to technology and 
innovation 
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Title 41- Chapter 14A, Ala. Code 1975

SECURITY FOR PUBLIC DEPOSITS

Section 41-14A-1

Section 41-14A-2

Section 41-14A-3

Section 41-14A-4

Section 41-14A-5

Section 41-14A-6

Section 41-14A-7

Section 41-14A-8

Section 41-14A-9

Section 41-14A-10

Section 41-14A-11

Section 41-14A-12

Section 41-14A-13

Section 41-14A-14

http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/153285.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-1.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-2.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-3.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-4.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-5.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-6.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-7.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-8.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-9.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-10.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-11.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-12.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-13.htm
http://alisondb.legislature.state.al.us/alison/CodeOfAlabama/1975/41-14A-14.htm
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Choosing Your Bank
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• Request for Proposal ( RFP) - formal request
• Needs determined

• Request for Qualifications (RFQ) – informal request
• Looking at providers

• Request for Information (RFI) – informal request
• What are our needs?
• Gathering of ideas



Choosing Your Bank 

• What do we do today - Information Gathering
• Account Analysis – current services
• Current System and Procedures
• Reporting and Audit Requirements

• What are our needs – today and in the future?
• Problem Areas
• Reporting and Audit Requirements     
• Goal

• determine targeted needs
• eliminate weaknesses

• Create a list of requirements in banking services
43



• Account Analysis Statement -means a statement sent to Business 
Checking Account holders each month setting forth the transactions 
taking place on the account and/or other related accounts and a 
calculation of Service Charges to be debited for Deposit and/or Treasury 
Management services provided over the stated cycle.

• Detailed breakdown of average balance levels as well as a listing of 
each of the individual services you use

• Summary of your Earnings Credit Rate (ECR) – credit you earn based on 
your balances – along with a complete reconciliation of your account 
balances and the bank fees that apply to them
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https://www.lawinsider.com/dictionary/account-analysis-statement


Understanding the Account Analysis 
Statement:

• AAS is monthly invoice provided by the bank that delineates 
the services provided and compensation required to pay for 
these services.

• It is not a monthly bank statement.

• If you are not receiving an AAS, request one from your bank.
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Choosing Your Bank

Cash Management  Services
• Collection Services
• Disbursement Services
• Information Services
• Credit Services
• Fraud Protection
• Investment Services
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How Do You Pay for Bank Services?

• Pay fees direct?

• Compensating balances to offset fees?

• Lower investment rate?
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When to Consider an RFP

• Staffing Change

• Annual relationship reviews

• New technology

• Future Banking Needs

• Ensure competitive pricing and interest rates

• New Ideas

• Increased Risk (Credit Rating Change or Litigation) 
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Scope of Services

• Identify ways to improve procedures/services
• Compare services used by other boards
• Pre-Proposal Meeting
• RFI
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Components of Banking RFP

• General Information

• Calendar

• Minimum Proposer Requirements

• Scope of Services

• Evaluation Criteria

• Any Special Contract Provisions

• Exhibit and Attachments

Customize to fit your needs 
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