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If a school district is financially accountable for a charter school and/or a charter school’s resources belong to a school 
district, the charter school may be a component unit that should be included in the district's financial statements. If 
you're unsure whether a charter school qualifies as a component unit or how to include it in financial statements, the 
following questions will help you figure it out. More information about how to answer these questions can be found here.

Question 1: Does the district 
appoint a voting majority of the 
charter school’s governing 
board?

Question 2: Can the district 
impose its will on the charter 
school and/or is there a 
financial benefit-burden 
relationship?

NO

YES

Question 3: Is the charter 
school fiscally dependent on 
the school district?

Question 4: Is there a financial 
benefit-burden relationship 
between the charter school and 
the district?

YES

NO

NO

Question 5: Does the school 
district hold a majority equity 
interest in the charter school 
that does not meet the 
definition of an investment?

NO

NO

Question 6: Are the 
charter school’s 
resources (almost) 
entirely for the 
school district, its 
component units, 
or its constituents? 

Question 7: Is the 
school district or its 
component units 
entitled to or able 
to access a majority 
of the charter 
school’s resources? 

Question 8: Are 
those charter 
school resources 
significant to the 
school district? 

YES YES YES

YES

YES

YES

NO NO
NO

Would it be misleading to exclude the charter school from the school district’s financial 
statements?

NO

YES

The charter school is not a component unit of the school district

The charter school 
is a component unit 
of the school 
district 

(see the other side 
of this resource)

https://cricpa.com/insight/are-charter-schools-component-units/
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If you conclude that a charter school is a component unit of a school district, you next need to determine how to 
incorporate it into the district's financial statements—by either discrete presentation or blending. More information 
about how to answer the following questions can be found here.

Question A: Are the governing 
bodies of the district and the 
charter school substantively 
the same?

Question B: Is there a financial 
benefit-burden relationship or 
does the district have operational 
responsibility?

NO

YES

Question C: Does the charter 
school provide services 
entirely or almost entirely to 
the school district?

YES

NO

Charter school should be discretely presented

Charter school 
should be 
blended

Question D: Does the 
charter school exclusively 
or almost exclusively 
benefit the school district?

Question E: Is the charter 
school’s debt expected to be 
repaid entirely or almost 
entirely with district resources? 

Question F: Is the district 
the sole corporate member 
of a charter school that is a 
not-for-profit corporation?

YES

NO

YES

NO

NO

NO

YES

YES

https://cricpa.com/insight/how-should-school-districts-report-charter-schools/

