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Report Highlights 
Fiscal Health Analysis  
Colorado School Districts   •   Colorado Department of Education 
Informational Report   •   September 2025   •   2548S 

Key Concern 

Colorado school districts and the Colorado Department of Education should review the fiscal health analysis and 
determine the cause and take action, as appropriate, for benchmarks missed over the 3-year period. 

Key Findings 

• This year’s analysis reviewed the trends over the Fiscal Years Ending June 30, 2022, 2023, and 2024.   

• In the previous year’s analysis of the State’s 178 school districts, for Fiscal Years 2021–2023, 36 districts missed one 
or more financial benchmarks. In the current year’s analysis, 35 districts missed one or more financial benchmarks. In 
this year’s analysis: 

o 1 district missed 5 benchmarks. 

o 1 district missed 3 benchmarks. 

o 10 districts missed 2 benchmarks.  

o 23 districts missed 1 benchmark. 

• Most missed benchmarks occurred with the following two ratios: 

o The Operating Margin Ratio: the ratio calculating the amount added to the reserves for every $1 in revenue, or the 
operating margin. This ratio identifies growth or decline in a school district’s reserves over a 3-year period. A missed 
benchmark for this indicator may indicate a district is deliberately spending down fund balance to supplement 
operations or there is a reduction in state funding without a corresponding decrease in expenditures. 

o The Change in Fund Balance Ratio: the ratio calculating the change in general fund balance from previous to 
current years. A missed benchmark for this indicator identifies a potential concern of declining general fund balance 
as a whole, over time. 

• All 12 school districts missing two or more benchmarks provided explanations for the trends. Overall: 

o 10 districts spent down fund balance to assist in retaining staff, including incurring costs related to salaries/benefits 
in order to remain competitive, higher utility costs, health insurance, capital needs, building maintenance, and to 
address overall inflation. The decrease in student enrollment and declines in the various federal funding also 
contributed to the missed benchmarks. 

o 1 district reported that the missed benchmarks were due to high turnover in their Finance Department, which 
resulted in a lack of oversight, and consistency in accounting practices.  

o 1 district reported that the missed benchmarks were due to an error that occurred in Fiscal Year 2022, resulting in a 
prior period adjustment in Fiscal Year 2023. Corrections were made in Fiscal Year 2024 that further reduced the 
general fund balance. 
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Background 

• The Fiscal Health Analysis performed by the Office of the State Auditor provides a set of ratios and associated 
benchmarks by which to evaluate the financial health of each school district. 

• The analysis examines the most current rolling 3-year period for which audited financial statements are available. 

• Financial indicators from missed benchmarks can warn of financial stress that may require examination and remedial 
action by the appropriate parties  

• The Fiscal Health Analysis uses six ratios to assess the following financial indicators: 

o The adequacy of assets to meet obligations. 

o The revenue coverage of debt service payments. 

o The reserves available to cover future expenses. 

o The amount added to the reserves for every $1 in revenue. 

o The existence of a net deficit fund balance. 

o The increase or decrease to the reserves in the general fund.  
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Chapter 1 
Background 

This report provides information on the Fiscal Health Analysis of the State’s school districts. The 
Fiscal Health Analysis provides a set of financial indicators for each school district that may be used 
by the Colorado Department of Education, school districts, local government officials, and citizens, 
to evaluate the financial health of Colorado’s school districts. These financial indicators may require 
examination and remedial action by the appropriate parties. This report provides an analysis of each 
school district’s fiscal health for the 3-year period of Fiscal Years Ended June 30, 2022, 2023, and 
2024, which represents the most recent, complete, 3-year data available. The school district’s final 
Fiscal Year 2025 financial information is not available until December 2025 at the earliest, and 
therefore, we do not include Fiscal Year 2025 in our analysis. The Fiscal Year Ended June 30, 2025 
information will be included in our 2026 report.  

In Colorado, 178 school districts provided public education to around 881,000 children enrolled in 
kindergarten through 12th grade (K–12) during the 2023-2024 school year. Total program funding 
for a district is calculated by the number of pupils in the district multiplied by a statewide base per-
pupil amount. Each district has different calculations based on individual demographics and the 
amount of funding may be adjusted for various factors including: cost of living, personnel costs, and 
enrollment size. Funding for each school district’s total program is provided first by local sources of 
revenue, primarily through a property tax levy to finance the district’s local share. In limited cases 
across the state, the property tax resources may fully fund the district’s total program. Local property 
taxes can fluctuate from year to year due to changes in assessed valuations. 

In Fiscal Year 2024, there were 11 school districts whose local share fully funded the district’s total 
program: 
 

• Aspen 1 
• Ault-Highland RE-9 
• Briggsdale RE-10 
• Cripple Creek-Victor RE-1 
• East Grand 2  
• Eaton RE-2 

• Estes Park R-3 
• Park County RE-2 
• Pawnee RE-12 
• Platte Valley RE-7 
• Wiggins RE-50(J) 

By comparison, in Fiscal Year 2023, there were four school districts whose local share fully funded 
the district’s total program: 
 

• Briggsdale RE-10  
• Eaton RE-2 

•    Pawnee RE-12  
•    Platte Valley RE-7 
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When a school district’s property tax revenue does not fully fund the district’s total program, the 
General Assembly appropriates additional funding to supplement local revenue. This funding is 
based on a formula under the Colorado Public School Finance Act [Section 22-54-104, C.R.S.] that 
considers, in part, the school district’s annual pupil count, as well as the district’s local share of 
revenue. 

In 2010, the General Assembly passed House Bill 10-1369, codified as Section 22-54-104, C.R.S., 
which required, beginning in Fiscal Year 2011, a reduction in the amount of the annual 
appropriation to fund the State’s share of total program funding to school districts. The intention of 
the bill was to assist in balancing the State’s budget. This calculation is applied after the total 
program funding is calculated and is referred to as the Budget Stabilization Factor. 

The Budget Stabilization Factor reductions have been used every year since Fiscal Year 2011 in varied 
amounts. The total amount of Budget Stabilization Factor reductions to school funding since its 
implementation through Fiscal Year 2024 is approximately $10 billion. Senate Bill 24-188 eliminates 
the Budget Stabilization Factor for Fiscal Year 2025 “and subsequent years…subject to the continuing 
high levels of property values and changing economic conditions.” Exhibit 1.1 shows the Budget 
Stabilization Factor from Fiscal Year 2011 through Fiscal Year 2025.   

Exhibit 1.1 
Budget Stabilization Factor for the Fiscal Years Ended  
June 30, 2011 through 2025 
(Dollars in Thousands) 

Year Budget Stabilization Factor 

2011 $597,066  

2012 $774,035  

2013 $1,011,401  

2014 $1,004,279  

2015 $879,957  

2016 $830,676  

2017 $828,846 

2018 $822,397  

2019 $672,397  

2020 $572,397  

2021 $1,052,662  

2022 $503,267 

2023 $321,243  

2024 $141,243 

2025 $0  

TOTAL $10,011,866 

Source: Colorado Department of Education 
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In Fiscal Year 2024, the General Assembly provided approximately $5 billion to school districts’ 
programs. The State’s share includes funding from the general fund and cash funds. Exhibit 1.2 shows 
the original total state program funding, the Budget Stabilization Factor reduction, and the final 
appropriated state program funding, net of the Budget Stabilization Factor approved by the General 
Assembly for Fiscal Years 2022 through 2024.   

Exhibit 1.2 
Fiscal Health Analysis State Funding for School District Programs  
for the Fiscal Years Ended June 30, 2022, 2023, and 2024 
(Dollars in Millions)  

 

 Source: Colorado General Assembly Bill Digest and fiscal notes for each annual legislative session. 
 

 
  

$5,212.2

$5,311.3

$5,137.3

$4,709.0

$4,990.1

$4,996.1

$3,000 $4,000 $5,000 $6,000

2022

2023

2024

Final Appropriated State Program Funding Net of Budget Stabilization Factor
Original State Program Funding Prior to Budget Stabilization Factor Reduction

▼ $321.2

▼ $503.3

▼Budget Stabilization Factor Reduction

▼ $141.2
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Roles of the Department of Education and the Office of the 
State Auditor 
 
The Colorado Department of Education (Department) and the Office of the State Auditor’s Local 
Government Division (Division) serve different, yet complementary, roles in supporting school 
districts across Colorado. The Department is responsible for overseeing and monitoring districts, 
including their financial operations, while the Division is responsible for ensuring that local 
governments comply with the Colorado Local Government Audit Law (Audit Law), as described in 
the following section. 

The Department of Education 

As the administrative arm of the Colorado State Board of Education (State Board), the Department 
is responsible for overseeing public K–12 education on a statewide basis. This responsibility includes 
oversight of many aspects of school district administration and oversight of the annual accreditation 
of school districts. Accreditation requires school districts to comply with many factors, such as 
ensuring that students meet state academic standards and are prepared for post-secondary and 
workforce success. The State Board enters into an accreditation contract with each local district’s 
school board for a 1-year term. The contract is renewed annually as long as the district achieves a 
minimum accreditation category of “accredited,” meaning the district meets established performance 
indicators and has complied with the terms of its contract. 

The Department uses accreditation to assess the quality of education and learning in public schools 
and school district administration. Sections 22-11-206 and 209, C.R.S., include a financial 
component that links districts’ compliance with statutorily required budget and accounting policies 
to the Department’s accreditation assessment.  The State Board makes rules, regulations and policies 
that govern school districts, and approves or denies the accreditation for each public school districts. 

Failure to comply with accreditation requirements may result in removal of accreditation and 
reorganization of the district subject to approval by the State Board. As of the time of our analysis, the 
Department reported that there were no districts currently approved by the State Board in violation of 
the financial component of the accreditation contract. For more information on financial accreditation, 
see the Department’s website at: http://www.cde.state.co.us/cdefinance/Accreditation.html. In addition 
to accreditation information, the Department collects financial, enrollment, attendance, and other 
information for each district. To access the information collected by the Department, see the website’s 
Schoolview section at: http://www.cde.state.co.us/schoolview. 

The Public School Financial Transparency Act (Transparency Act), which was established through 
House Bill 10-1036 and subsequently amended, generally requires school districts to post financial 
information online. Required information posted to each district’s website includes adopted budgets 
and financial audits. Additionally, House Bill 14-1292 called for the creation of a website that  
  

http://www.cde.state.co.us/cdefinance/Accreditation.html
http://www.cde.state.co.us/schoolview


https://www.cde.state.co.us/schoolview/financialtransparency/homepage
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Chapter 2 
Financial Ratios, Indicators, and Analysis 

The Office of the State Auditor’s Local Government Audit Division’s (Division) Fiscal Health 
Analysis is composed of a set of financial indicators by which to assess the financial health of 
Colorado school districts. These ratios, when tracked over time, offer trend information that can 
warn of potential financial deterioration in a particular school district, when compared with a 
standard benchmark. The Fiscal Health Analysis uses a 3-year period to evaluate trends. 

The Fiscal Health Analysis focuses on the areas of highest risk for school districts. Accordingly, the 
analysis focuses primarily on each school district’s general fund because this fund accounts for state 
funding and local property tax revenue received and expended for operations and discretionary items. 
The analysis also focuses on each school district’s debt and includes any fund balance deficits. For the 
purpose of this analysis, we excluded proprietary funds, because school districts can usually address 
deficits in these funds through increases in charges. 

The Fiscal Health Analysis uses six ratios to assess school districts’ financial health. The following are 
general descriptions of the six ratios and associated benchmarks that are indicators of potential financial 
stress when evaluated over a 3-year period. Appendix A contains further information on each ratio, 
benchmarks, and financial indicators. 

Ratio 1: Asset Sufficiency Ratio (ASR) 

What will this ratio tell me? 

This ratio shows how much coverage a school district’s general fund total assets has over its total 
liabilities and provides a good indication as to whether the school district has the ability to pay its 
bills in the short term. 

What will a trend in this ratio tell me? 

An ASR that is trending downward indicates that a school district has decreasing assets, increasing 
liabilities, or both. This could be due to a timing issue, meaning that the school district has incurred 
more liabilities at the end of the financial period, resulting in increased liabilities as of the balance 
sheet date. Alternatively, it could mean that the school district has paid off more liabilities at the end 
of the year, decreasing its assets as of the balance sheet date. 



 

12    Colorado Office of the State Auditor 

Where do I find the information? 

The information for this ratio comes from the general fund in the governmental funds balance 
sheet. If the school district has deferred outflows, they should be included with the total assets. If 
the school district has deferred inflows, they should be included with the total liabilities. 

How do I calculate the ratio? 

To calculate this ratio, divide the general fund total assets and deferred outflows by the general fund 
total liabilities and deferred inflows. 

ASR Formula 

General fund total assets + deferred outflows 

÷ 
General fund total liabilities + deferred inflows 

What is the benchmark? 

The numeric benchmark for this ratio is 1.0. When a school district has an ASR of 1.0, it means that 
it has exactly enough total assets to cover its total liabilities. An ASR of less than 1.0 means that the 
school district’s liabilities exceed its assets. 

Financial Indicator Criteria 

Continuous decline in ASR from year 1 to year 3, with year 3 less than 1.0 

or 
ASR less than 1.0 all 3 years 

This ratio has two different criteria. First, the ratio should not consistently decrease over time and go 
below 1.0. Second, it should not consistently remain below 1.0. A decreasing ratio may mean a 
school district could be facing liquidity problems. 

For analysis purposes, a school district is below the benchmark when there are consistent decreases 
in the ratio with the last year less than 1.0 or all 3 years less than 1.0. 
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Example Trend Data 

Ratio year 1  =  3.12 
Ratio year 2  =  2.09 
Ratio year 3  =  0.98 

— 

Below benchmark?  Yes 

or 

Ratio year 1  =  0.80 

Ratio year 2  =  0.90 

Ratio year 3  =  0.98 

— 

Below benchmark?  Yes 

What questions should I consider if my school district is below the benchmark? 

• Does the school district have consistent decreases in the ratio over time? If so, why? 

• Does the school district have trouble paying debts as they become due? If so, why? 

• Is the school district incurring more liabilities over time? If so, why? 

• Are more liabilities coming due faster than cash is coming in to pay them? If so, do cash flow 
projections reflect this? How is this being addressed? 

• Is the school district below the benchmark due to timing issues? For example, does the school 
district have significant cash flows in the early part of the year, after the balance sheet date? 

• Is the school district’s cash flow structure sufficient to continue paying liabilities as they become 
due? How is this being projected? 

Ratio 2: Debt Burden Ratio (DBR) 

What will this ratio tell me? 

The ratio indicates whether the school district’s annual revenue will cover its annual debt payments, 
including principal and interest. The DBR is a very important way to assess a school district’s ability 
to continue to meet its debt service payments. This ratio shows the relationship between a school 
district’s revenue, or debt-paying capacity, and its required debt payment. 

What will a trend in this ratio tell me? 

If the DBR shrinks every year, it might be a sign that the school district’s debt payment is becoming 
more burdensome and concerning. This ratio can also provide other insights into how a school  
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district is paying off its debt. In general, if a school district pays its debt service with revenues 
outside the general fund revenue in 1 year, and then uses general funds the next year, the DBR will 
fluctuate significantly. This becomes important if a school district has been paying its debt service 
with other revenue, not reported in the general fund, and then it begins to use general fund revenue. 
This could be a sign that the revenue stream the school district intended to use to pay off its debt 
might not be sufficient. 

Where do I find the information? 

To find the total governmental revenue of funds paying debt service, total all the revenue from any 
governmental fund with debt service expenditures. Then, examine transfers into any funds paying 
debt service, and add the revenue from the fund that is the source of the transfer into that fund. 
Total governmental debt payments are the sum of all debt service payments reported in all 
governmental funds. Additionally, this information could be located in a few different places within 
the audited financial statements. Aside from the statement of revenues, expenditures, and changes in 
fund balance, the information could be in the long-term debt disclosure or in a related schedule of 
long-term debt. Sometimes it is necessary to dig deeper into the financial statements by examining 
the combining statements to determine specifically which non-major fund made debt service 
payments or transferred money into a fund that actually paid the debt service. 

How do I calculate the ratio? 

To calculate this ratio, divide the total governmental revenue of funds that pay debt service by the 
total governmental fund debt service payments, including principal and interest. 

DBR Formula 

Total governmental revenue of fund(s) paying debt 
÷ 

Total governmental debt payments 

What is the benchmark? 

A DBR of 1.0 would indicate that annual debt service expenditures equals the annual revenue of the 
fund supporting the debt. 

Financial Indicator Criteria 

Continuous decline in DBR from year 1 to year 3, with year 3 less than 1.0 
or 

DBR less than 1.0 all 3 years 

This ratio has two different criteria. First, the ratio should remain constant or increase over the 3-
year period without going below 1.0. Second, it should not consistently remain below 1.0. A school 
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district with a DBR of 1.0 has just enough revenue in its funds with debt service payments to pay 
those debt service expenditures. A DBR of less than 1.0 means that a school district does not have 
enough revenue in its funds paying debt service to cover those debt service expenditures and it must 
use fund balance to make up the difference. 

In our analysis, a school district is below the benchmark when it has a consistently decreasing DBR 
with the most recent year’s ratio less than 1.0 or all 3 years less than 1.0. 

Example Trend Data 

Ratio year 1  =  2.13 
Ratio year 2  =  1.04 

 Ratio year 3  =  0. 98 

— 

Below benchmark?  Yes 

or 

Ratio year 1  =  0.95 

Ratio year 2  =  0.96 

 Ratio year 3  =  0. 97 

— 

Below benchmark?  Yes 

What questions should I consider if my school district is below the benchmark? 

• Does this ratio indicate that the school district does not have the ability to pay its future debt 
service expenditures? If so, how is the district addressing this? 

• Is the ratio consistently decreasing over time because the school district has decreasing revenue 
available to make debt service payments? If so, how is the district addressing this? 

• Has the school district determined the cause of the consistently decreasing DBR? How is it 
being addressed?   

Ratio 3: Operating Reserve Ratio (ORR) 

What will this ratio tell me? 

The ORR indicates the period of time (with 1.0 equaling 1 year) the school district’s general fund 
balance reserve is sufficient to cover future expenditures. Specifically, this ratio shows the amount of 
fund balance a school district has to pay its future expenditures. The ratio provides information 
based on the assumption that future expenditures will resemble past expenditures. This means that a 
school district with a high ORR should have reserves to pay for its expenditures further into the  
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future, if expenditures remain consistent. This ratio also provides insight into how long a school 
district could operate if it were unable to collect any revenue. 

What will a trend in this ratio tell me? 

If the ORR decreases over time, it means the school district has either increasing expenditures or 
has less fund balance to cover its expenditures. Translated into a time measurement, the fund 
balance will not cover the same amount of time of operational expenditures as in previous years, 
assuming expenditures have remained consistent. There are many reasons that a school district 
might be decreasing its available fund balance, so even 3 years of consistent decline may not 
automatically mean that there is a problem. Regardless of the actual results of calculating this ratio, 
the school district should evaluate the trend to determine the sufficiency of its reserves. The key to 
this ratio is that management is aware of the changes and that they are intentional or planned. 

Where do I find the information? 

The general fund balance information necessary to calculate the ORR is located on the 
governmental funds balance sheet, specifically in the general fund. Total general fund balance 
includes nonspendable, restricted, committed, assigned, and unassigned. Expenditure and transfer 
information is located on the governmental funds statement of revenues, expenditures, and changes 
in fund balance. General fund total expenditures (net of transfers) is found by identifying total 
general fund expenditures and adding transfers out and subtracting transfers in. 

How do I calculate the ratio? 

To calculate this ratio, divide the general fund balance by general fund total expenditures (net of 
transfers). 

ORR Formula 

Fund balance of the general fund 
÷ 

General fund total expenditures (net of transfers) 

What is the benchmark? 

The benchmark for ORR is a general fund balance of no less than 1 month of regular current 
general fund expenditures, or a ratio of 0.0833 (1/12 of a year or 1 month). 

Financial Indicator Criteria 

Continuous decline in ORR from year 1 to year 3, with year 3 less than 0.0833 
Or 

ORR less than 0.0833 all 3 years 
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The ORR has two different criteria. First, a school district with an ORR of 0.0833 can pay for 1 
month of expenditures in the event of a total loss of revenue inflows. A school district would be 
below the benchmark if it has consistent decreases in the ratio, with the most recent year less than 
0.0833. This means that either expenditures are increasing or fund balance is decreasing to the point 
where the school district can no longer pay for 1 month of future expenditures. The second part of 
the criteria is whether a school district has less than 1 month of reserves in all 3 years. 

For our purposes, a school district is below the benchmark if it has consistent decreases in the ratio 
with the most current year’s ORR less than 0.0833, or all 3 years are less than 0.0833. 

Example Trend Data 

Ratio year 1  =  0.1019 
Ratio year 2  =  0.0927 
Ratio year 3  =  0.0624 

— 

Below benchmark?  Yes 

or 

Ratio year 1  =  0.0612 

Ratio year 2  =  0.0727 

Ratio year 3  =  0.0824 

— 

Below benchmark?  Yes 

   What questions should I consider if my school district is below the benchmark? 

• Will the school district have a problem paying its future expenditures? If so, how is this being 
addressed? 

• Does the school district understand the circumstances that resulted in a consistently decreasing 
ORR and was it planned? What time frame will change the ORR? 

• Do consistent decreases in the ratio mean that expenditures are increasing or fund balance is 
decreasing, or both? If so, how is this being addressed? 

Ratio 4: Operating Margin Ratio (OMR) 

What will this ratio tell me? 

The OMR is a traditional financial performance indicator that private and public entities use for 
analysis. The OMR looks at revenues and expenditures in the general fund. The ratio indicates the 
amount added to the school district’s reserves for every $1 generated in revenue. 
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In general, a school district that has sustainable operations will have more operating revenue than 
expenditures at any given time. There are numerous reasons why a school district would have more 
expenditures than revenues for a given year, but if the school district continually has more 
expenditures than revenue, it might be financing its expenditures with long-term debt or fund 
balance, which is not a sustainable operational model. 

What will a trend in this ratio tell me? 

First, the OMR will tend to change consistently over time. It is possible that a school district will 
have a negative OMR 1 year if there are one time capital expenditures, and a positive OMR the next. 
However, if a school district has a consistently negative OMR, it could indicate structural problems 
in the school district’s operating decisions, or generally poor economic conditions. A consistent 
decrease in the OMR, or an OMR consistently less than zero, is not sustainable in the long term 
because eventually a school district will run out of fund balance to cover the difference. Consistent 
increases in this ratio could indicate that a school district has a generally improving economic 
environment, or that it has made operating decisions that have created more sustainable operations. 

Where do I find the information? 

The information for this ratio is located on the governmental funds statement of revenues, 
expenditures, and changes in fund balance. General fund total revenue is the total revenues for the 
general fund. General fund total expenditures (net of transfers) is found by identifying total general 
fund expenditures and adding transfers out and subtracting transfers in. 

How do I calculate the ratio? 

To calculate this ratio, subtract total general fund expenditures, net of transfers, from general fund  
total revenue. Divide that result by general fund total revenue. 

OMR Formula 

General fund total revenue - (general fund total expenditures, net of transfers) 
÷ 

General fund total revenue 

What is the benchmark? 

The benchmark for the OMR is zero. An OMR of zero means that a government has equal revenue 
and expenditures. An OMR greater than zero is positive and indicates that the government has more 
revenue than expenditures. For example, an OMR of 0.01 would indicate that $.01 in net income 
would result from every $1 produced in gross revenue. An OMR of less than zero means that the 
government has more expenditures than revenues. 
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Financial Indicator Criteria 

Decrease in OMR from year 1 to year 3, with year 3 less than zero 
or 

OMR less than zero in all 3 years 

The OMR has a two-part criteria. First, the OMR can fluctuate based on the district’s budget 
decisions, but should not consistently decrease over time. Second, it should not consistently be 
below zero.  

For our analysis, a school district is below the benchmark if it has consistently decreasing OMR with 
the most recent year less than zero, or a negative OMR for all 3 years under analysis. 

Example Trend Data 

Ratio year 1  =  0.11 
Ratio year 2  =  0.05 

 Ratio year 3  =  -0.04 

— 

Below benchmark?  Yes 

or 

Ratio year 1  =  -0.11 

Ratio year 2  =  -0.07 

 Ratio year 3  =  -0.02 

— 

Below benchmark?  Yes 

What questions should I consider if my school district is below the benchmark? 

• Is the school district aware that it has a consistently negative OMR? How is this being 
addressed? 

• Does this ratio indicate that the school district is spending too much money? Are cash flow 
projections indicating this and how is it being corrected? 

• Does the decrease in OMR indicate planned reductions in fund balance? If so, what time frame 
will change the OMR? 

• Are there one-time capital expenditures that led to the decrease in OMR? If so, what time frame 
will change the OMR? 

• What is causing the OMR to be consistently less than zero and how can the school district fix 
this issue? What are cash flow and budget projections indicating for future results? 

• Is the consistent decrease due to a timing issue? If so, what time frame will change the OMR? 
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Ratio 5: Deficit Fund Balance Ratio (DFBR) 

What will this ratio tell me? 

The DFBR indicates that it will take a greater length of time in subsequent years to cover the net 
deficit fund balance with existing revenues in a governmental fund. This ratio subtracts the fund 
balance of the general fund, if the balance is positive, from the total deficit fund balance(s) (shown 
as an absolute value). This ratio is calculated only when a deficit fund balance cannot be covered by 
the general fund balance. The ratio divides the total by the total revenue in the governmental fund(s) 
with deficit fund balance(s). Fund balance is the difference between governmental fund assets and 
liabilities. A negative fund balance is often referred to as deficit fund balance. Revenue for the 
governmental fund(s) with deficit fund balance(s) is total revenues in the governmental fund(s) with 
deficit fund balance. 

What will a trend in this ratio tell me? 

An increasing DFBR indicates that it will take a greater length of time in subsequent years to recover 
the deficit fund balance with existing revenue. 

Where do I find the information? 

The information for this ratio is located on the governmental funds statement of revenues, 
expenditures, and changes in fund balance in the basic financial statements and/or the combining 
statement of revenues, expenditures, and changes in fund balance for non-major funds. Current year 
fund balances are generally located on the last line of the statement. 

How do I calculate the ratio? 

This ratio is only calculated when a net deficit fund balance (general fund balance less all deficit 
governmental fund balances) exists. 

To calculate this ratio, once a net deficit fund balance has been confirmed, subtract the fund balance 
of the general fund, if the balance is positive, from the total deficit fund balance(s) (shown as an 
absolute value) and divide the total by the total revenue in the deficit fund balance(s). 

DFBR Formula 

Total [absolute value] deficit fund balance(s) – fund balance of the general fund, if positive 
÷ 

Total revenue in deficit fund balance(s) 
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• What is the district doing to address excess spending in the fund(s) with a deficit fund balance? 

• Does the district need to budget for a larger transfer from the general fund to avoid a deficit 
fund balance? What time frame are projections indicating a turnaround from the deficit fund 
balance? 

Ratio 6: Change in Fund Balance Ratio (CFBR) 
What will this ratio tell me? 

The CFBR indicates whether the school district’s fund balance in its general fund is increasing or 
decreasing. This ratio could show that a school district needs to adjust its revenue and expense structure 
in order to remain solvent over time. This ratio subtracts the prior year general fund balance from the 
current year general fund balance and then divides the resulting amount by the prior year general fund 
balance.  This ratio evaluates a potential concern of declining fund balance and highlights when a school 
district’s general fund balance has reached the lowest point when comparing year 1’s beginning balance 
to year 3’s ending balance.  

This ratio shows the change in a school district’s general fund balance, as a whole, over time. The 
CFBR goes beyond a traditional operating margin analysis and encompasses all sources and uses of 
resources for the general fund. However, a declining fund balance may be only part of the district’s 
financial condition. It is important to also consider the ORR ratio, which shows the amount of fund 
balance a school district has to pay its future expenditures. The ORR is triggered when a district’s fund 
balance covers only 1 month of expenditures. By taking the ORR into consideration when calculating 
this ratio, the intent is to trigger the CFBR before a school district’s fund balance becomes negative.  

What will a trend in this ratio tell me? 

A consistently decreasing CFBR over time could provide an indication that general fund activities are 
not sustainable without potential changes. 

A school district should ascertain why the general fund balance has declined to avoid a deficit and 
should determine how to return the general fund to operating sustainability. 

Where do I find the information? 

The information for this ratio is located on the governmental funds statement of revenues, 
expenditures, and changes in fund balance. Current year fund balance of the general fund is 
generally located on the last line of the statement. Prior year or beginning fund balance of the 
general fund is located on the same statement, generally just above the current year ending value. 

How do I calculate the ratio? 

To calculate this ratio, subtract the prior year general fund balance from the current year general fund 
balance and then divide the resulting amount by the prior year general fund balance. 
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What questions should I consider if my school district misses the benchmark? 
 
• Do changes in this ratio indicate that the school district is spending too much? 
 
• What does the school district plan to do to reverse this trend? What time frame will it take? 
 
• Should the school district maintain more or less reserves? What are the projections determining? 

Trend Analysis 

The purpose of the Division’s trend analysis is to identify school districts with ratios that are below 
the associated benchmarks over the 3-year period. The Division established this analysis as a 
baseline to see how school districts are performing financially over the 3-year period through the 
latest audited fiscal year, which, for this report, includes the Fiscal Years Ended June 30, 2022, 2023, 
and 2024. This analysis is conducted annually and examines the most current rolling 3-year period 
for which audited financial statements are available. The Colorado Department of Education 
(Department) has stated that even though it receives and typically reviews information on a more 
detailed basis prior to the release of the Fiscal Health Analysis, the multi-year view of school 
districts’ fiscal health is valuable for the Department’s analysis. The Fiscal Health Analysis highlights 
districts that have missed the benchmark on two or more financial indicators, showing trends that 
might not have surfaced in the Department’s review of prior year financial data. 

The Fiscal Health Analysis has some limitations when identifying possible financial stress within a 
school district. First, the analysis does not highlight school districts that missed a benchmark for 
only 1 or 2 of the 3 years included in the review. The second limitation of the Fiscal Health Analysis 
is that it does not take into consideration any current budgetary actions the district has taken that 
may affect the school district’s financial condition. For example, if the district has significantly cut 
expenditures in Fiscal Year 2025, the changes would not appear until the actual results were reported 
at the end of the year in the district’s Fiscal Year 2025 audited financial statements, which would not 
be due to the Division until December 2025. Finally, since the analysis is based on historical data, it 
does not consider school districts’ financial condition at the current point in time. 

Evaluation of the School Districts 

Note: Because the following eight districts did not submit their Fiscal Year 2024 audited financial 
statements to the Division by the end of our analysis in mid-July 2025, the districts were not 
included in our Fiscal Health Analysis for Fiscal Year 2024: 

• East Otero R-1 School District 
• Edison 54-JT School District* 
• Fowler R-4J School District* 
• Gilpin County RE-1 School District 
• Hi-Plains R-23 School District 
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• Huerfano RE-1 School District 
• South Routt RE-3 School District 
• Wiley RE-13JT School District 

* These districts submitted their Fiscal Year 2024 audited financial statements after we conducted our 
analysis and before the finalization of this report.  However, due to the timing of their submissions, it 
was not possible to include them in our analysis. 

While these districts did not miss any benchmarks in the prior year’s analysis, it is not possible to 
predict whether they missed any benchmarks in the current year’s analysis without the data from the 
audited financial statements. In accordance with the Local Government Audit Law, we have directed 
the respective county treasurers to place a hold on the districts’ property taxes as a result of the 
districts failure to submit audited financial statements.  

Our Fiscal Health Analysis revealed that, of the state’s 178 school districts that submitted Fiscal 
Year 2024 audits, 35 missed the benchmark related to one or more financial ratios. Of these 35 
school districts, 23 districts missed one benchmark and 12 districts missed two or more benchmarks. 
Of the 12 districts, 10 districts missed 2 benchmarks, 1 district missed 3 benchmarks, and 1 district 
missed 5 benchmarks.  

Exhibit 2.1 shows the number of school districts missing benchmarks for each of the six ratios for 
the Fiscal Years Ended June 30, 2022, 2023, and 2024. 

Exhibit 2.1 
Fiscal Health Analysis 
Number of School Districts Missing Financial Benchmarks   

Fiscal Health Ratio 2022 2023 2024 
Ratio 1: Asset Sufficiency Ratio 0 1 1 
Ratio 2: Debt Burden Ratio 8 6 8 
Ratio 3: Operating Reserve Ratio 2 4 4 
Ratio 4: Operating Margin Ratio 21 30 26 
Ratio 5: Deficit Fund Balance Ratio 0 1 1 
Ratio 6: Change in Fund Balance Ratio 11 16 11 
Total Indicators1 42 58 51 

Total Districts With One or More Missed Benchmarks 31 36 35 

Source: Analysis performed by the Office of the State Auditor, Local Government Division, using data from audited financial 
statements submitted by school districts, and the Office of the State Auditor, Colorado School Districts Fiscal Health Analysis 
Report, Fiscal Years 2021-2023. 
1 Some districts had indicators in more than one category. 
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Exhibit 2.1 shows that most of the benchmarks were missed in the Operating Margin and Change in 
Fund Balance Ratios for the current 3-year period ended June 30, 2024. Several districts also missed 
the benchmark for the Debt Burden Ratio over the 3-year period.  

The occurrence of missing one or more of the fiscal health benchmarks may not mean that a school 
district is facing financial stress. Nonetheless, a missed benchmark should prompt further 
examination by the decision makers of the school district to determine what led to the occurrence. 
The more benchmarks a school district misses, the more likely it is to be experiencing financial 
stress. Continued financial stress could cause a school district to reduce or eliminate programs and 
jobs and could affect the quality of education. 

School Districts Missing Two or More Benchmarks 

Exhibit 2.2 shows the change in the number of missed benchmarks for those districts that missed 
the benchmark for two or more financial ratios in our prior year Fiscal Health Analysis report.  Our 
Fiscal Year 2021-2023 analysis identified 17 school districts that missed two or more financial 
benchmarks.  
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Exhibit 2.2 
Fiscal Health Analysis 
School Districts Missing Two or More Financial Benchmarks in the Prior Year Report 

Source: Analysis performed by the Office of the State Auditor, Local Government Division, using data from audited financial 
statements submitted by school districts, and the Office of the State Auditor, Colorado School Districts Fiscal Health Analysis Report, 
Fiscal Years 2021-2023. 

Exhibit 2.3 shows the districts that missed the benchmark for two or more financial ratios in our 
current and 2 prior years’ Fiscal Health Analysis reports. Our Fiscal Year 2021-2023 analysis 
identified 17 school districts that missed two or more financial benchmarks. Additionally, there was 
one school district, Ellicott 22 School District, that increased its missed financial benchmarks from 
zero to five in the 3-year period.  
 
 
 

 Number of Benchmarks Decreased  From 
Stayed the 

Same District 5 to Zero 3 to 1 2 to 1 2 to Zero 
Adams-Arapahoe 28J School 
District - - - X - 

Adams County 14 School 
District - - - X - 

Alamosa RE-11J School District - - - - X 
Arickaree R-2 School District  - - - X - 
Aspen 1 School District - - - X - 
Calhan RJ-1 School District - - X - - 
Clear Creek RE-1 School 
District - - - - X 

East Grand 2 School District  - - - X - 
Elizabeth School District - - - - X 
Fountain 8 School District - X - - - 
Las Animas RE-1 School 
District - - - X - 

Miami/Yoder 60 JT School 
District X - - - - 

Peyton 23-JT School District - - - X - 
Poudre R-1 School District - - X - - 
Sangre De Cristo RE-22J School 
District - - - X - 

Weld County RE-1 School 
District - - X - - 

Widefield 3 School District - - - X - 
Districts with two or more 
ratios below the 
benchmark in the Prior Year 
Report 

1 1 3 9 3 







 

30    Colorado Office of the State Auditor 

Additionally, the District indicated that it made significant transfers from the general fund into 
the athletics and capital reserve funds in order to address student and facility needs.   

• Ellicott 22 School District:  Reported that the missed benchmarks were due to the district’s 
increased costs for a construction project to add 13 more classrooms at elementary and high 
schools. The district also reported that the turnover in the Business Manager position resulted in 
a lengthy training process for new staff and also impacted accounting practices.   

• Hanover 28 School District: Reported that the missed benchmarks were due to the result of an 
error that occurred in Fiscal Year 2022, resulting in a prior period adjustment in Fiscal Year 2023.  
Corrections were made in Fiscal Year 2024 that further reduced the general fund balance. 

• McClave RE-2 School District: Reported that several factors contributed to the missed 
benchmarks including the occurrence of significant one-time expenditures to pay off debt 
incurred for a gym and the resurfacing and striping of the District’s track. The District also 
reported they invested in infrastructure including turf and sprinklers for the football field, 
installation of an irrigation pond and pumping system, and a roof replacement.  

• Moffat County RE-1 School District: Reported that the District experienced high turnover 
within their finance department which resulted in inconsistencies in their accounting practices, 
specifically in budgeting for large capital projects and in keeping the financial records current 
and up to date. Additionally, the turnover resulted in a lack of oversight and transfer of 
institutional knowledge between administrators and directors.  

• Pawnee RE-12 School District: Reported that the missed benchmarks were due to an 18 percent 
increase in salaries in order to attract and retain staff, the purchase of three new vehicles, and 
construction projects to improve facilities. 

• Roaring Fork RE-1 School District:  Reported that the underlying causes for the missed 
benchmarks were due to maintaining a competitive compensation package for teachers and staff, 
additional housing units for staff, and increased costs for health insurance. The District also 
reported that increases in local costs of living put pressure on the District’s finances and 
contributed to the missed benchmarks.   

• Strasburg 31-J School District: Reported that the missed benchmarks were due to an 
intentional and planned spend down of fund balance on nonrecurring capital projects.   

• Summit RE-1 School District: Reported that the missed benchmarks were due to a planned 
spend down of fund balance to address staffing challenges caused by post-COVID-19 housing 
costs. With an increase in assessed property values of 40 percent in the county in 2023, the 
District reported that recruitment and retention became severely comprised, forcing a strategic 
choice between maintaining reserves or ensuring adequate staffing for educational quality.  
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Although there are various explanations for the reasons these school districts missed the financial 
benchmarks, the school districts reported that they are rectifying the problems in similar ways.  

Some districts plan to make improvements to their annual budgets through financial planning and 
increased monitoring. Some of the school districts are planning to reduce expenses by implementing 
salary freezes and not refilling vacant positions. Additionally, some districts are implementing new 
systems to support accurate tracking of expenses and improving oversight by hiring budget analysts 
and outside accounting firms.  Some districts reported that they intentionally planned one-time 
expenses and therefore, these districts do not expect missed benchmarks to reoccur in future 
periods.  

Various economic conditions have adversely affected districts of all sizes and geographic areas 
across the state. Eight of the 12 school districts have pupil counts that are less than 2,000 students. 
The map in Appendix C shows the districts with two or more missed benchmarks and that the 
majority of these districts are located in predominately rural areas. 

Analysis of Per Funded Pupil Revenues and Expenditures 

Analysis of per funded pupil information, illustrated in Exhibit 2.3, reveals that general fund revenue 
per funded pupil has generally increased over the 3-year period for most of the 12 districts 
highlighted in this section. However, in all but two cases (Alamosa RE-11J and Elizabeth), 
expenditures per funded pupil have increased at a faster rate over the same period. This can lead to 
the operating margin and fund balance issues noted earlier in this report. The chart in Appendix D 
shows the change from Fiscal Year 2022 to 2024 for each district’s general fund revenue and 
expenditures per funded pupil.  
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Understanding the Fiscal Health Ratios and Indicators 
 

 

Ratio Calculations 

ASR  
Asset Sufficiency  

Ratio Formula 

General fund total assets + deferred outflows 
÷ 

General fund total liabilities + deferred inflows 

DBR 
Debt Burden Ratio  

Formula 

Total governmental revenue of fund(s) paying debt 
÷ 

Total governmental debt payments 

ORR 
Operating Reserve  

Ratio Formula 

Fund balance of the general fund 
÷ 

General fund total expenditures (net of transfers) 

OMR  
Operating Margin  

Ratio Formula 

General fund total revenue – 
 (general fund total expenditures, net of transfers) 

÷ 
General fund total revenue 

DFBR 
Deficit Fund Balance 

Ratio Formula 

Total [absolute value] deficit fund balance(s) – fund balance 
of the general fund, if positive 

÷ 
Total revenue in deficit fund balance(s) 

CFBR 
 Change in Fund Balance 

Ratio Formula 

Current year fund balance of the general fund – prior year fund balance 
÷ 

Prior year general fund balance 
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Description Benchmark Financial Indicators 

Indicates the coverage 
of general fund assets 

to general fund liabilities. 

An ASR of 1.0 would 
 indicate that total assets  

equals total liabilities. 

Continuous decline in ASR from year 1 to year 3, 
with year 3 less than 1.0 

or 
ASR less than 1.0 all 3 years 

 
Indicates the coverage 

of revenue of fund(s) paying 
debt service to the annual 

principal and interest 
payments. 

A DBR of 1.0 would indicate  
that debt service equals the 
annual revenue of the fund 

supporting the debt. 

Continuous decline in DBR from year 1 to year 3, 
with year 3 less than 1.0 

or 
DBR less than 1.0 all 3 years 

Indicates the 
period of time the general fund 

ending fund balance will 
cover of the current year 

general fund expenditures, 
including transfers. 

An ORR of 0.0833 
 (1/12, or 1 month) equates  

to one month of reserves  
for current expenditures  

and transfers. 

Continuous decline in ORR from year 1 to year 3, 
with year 3 less than 0.0833 

or 
ORR less than 0.0833 all 3 years 

Indicates the amount added 
to reserves for every 

$1 in total general fund 
gross revenue. 

An OMR of zero means  
that revenue equals  

expenditures. 

Decrease in OMR from year 1 to year 3, 
with year 3 less than zero 

or 
OMR less than zero in all 3 years 

 
Indicates the portion of annual 
revenue required to cover the 

deficit (or negative) fund 
balance. This ratio is only 

calculated when a net deficit 
fund balance (general fund 

balance less all deficit 
governmental fund balances) 

exists. 
 

An increasing DFBR  
indicates that it will take  
a greater length of time 

 in subsequent years to cover 
 the deficit fund balance  
with existing revenues. 

Net deficit fund balances for 3 years 
or 

Increase in DFBR from year 2 to year 3 

Indicates the change 
in the fund balance of the 

general fund from one year to 
the next in relationship to the 

prior year fund balance. 

A CFBR of zero would indicate 
that the fund balance had not 
changed from the prior year. 

Decrease in CFBR from year 1 to year 3, 
with year 3 fund balance 

less than year 1 beginning fund balance 
or 

CFBR less than zero for all 3 years, 
with year 3 fund balance less than year 1 

beginning fund balance and when a district’s 
year 3 ending fund balance covers less than 1 

month of expenditures 
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