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Report Highlights

Audit Objective
Determine whether the Board and District officials 
adopted realistic budgets to maintain fund balance 
within the statutory required limit.

Key Findings
  The Board overestimated appropriations by a total 
of $12.6 million from 2013-14 through 2017-18.

  As of June 30, 2018, surplus fund balance 
totaled approximately $6.5 million, exceeding the 
statutory limit by 13 percentage points. 

Key Recommendations
  Adopt budgets with reasonable estimates for 
revenues and appropriations and the amount of 
fund balance that will be used to fund operations. 

  Reduce the amount of surplus fund balance to 
comply with the statutory limit and use the excess 
funds in a manner more beneficial to taxpayers.

Background
The Taconic Hills Central School 
District (District) serves the Village of 
Philmont and the Towns of Ancram, 
Austerlitz, Claverack, Copake, 
Gallatin, Ghent, Hillsdale, Livingston 
and Taghkanic in Columbia County 
and the Town of Northeast in Dutchess 
County.

The District is governed by a Board of 
Education (Board) composed of nine 
members, including a President, Vice 
President and seven Board members. 
The Board is responsible for the 
management and control of financial 
and educational affairs. 

The Superintendent of Schools is the 
chief executive officer responsible 
for day-to-day management. The 
Business Manager (Manager) is 
responsible for managing financial 
activities, including the budget.

Audit Period
July 1, 2017 – April 11, 2019 

We extended our audit period back to 
July 1, 2013 to review fund balance 
trends and reserve fund activity. 

Taconic Hills Central School District

Quick Facts

2017-18 Expenditures $37.3 million

2018-19 Appropriations $38.8 million

Employees 444

Enrollment 1,400
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What Are Eff ective Budgeting Practices?

A board is responsible for making sound financial decisions that are in the best 
interest of the district, the students it serves and the taxpayers who fund the 
district’s programs and operations. This responsibility includes adopting budgets 
with realistic expenditure estimates, appropriating fund balance to the extent 
necessary to fund district operations and ensuring that reserve funds are legally 
established and reasonably funded. 

District officials should ensure that unrestricted fund balance does not exceed the 
amount allowed by New York State Real Property Tax Law,1 which currently limits 
the amount of surplus fund balance2 to no more than 4 percent of the following 
year’s appropriations. Any surplus fund balance that exceeds the statutory limit 
may be appropriated to partially fund the next year’s appropriations, pay for one-
time purchases, fund needed reserves or reduce debt.

When a district has accumulated an adequate level of surplus, it is an acceptable 
practice to use unexpended resources from prior years to finance appropriations 
contained in the budget, hence reducing tax levy.

Offi  cials Overestimated Appropriations

The Board overestimated budgeted appropriations by an average of $2.6 
million (7 percent) in each of the last five years (2013-14 through 2017-18) for a 
combined total of almost $12.6 million.

 

Financial Condition Management

Figure 1: Overestimated Appropriations
       2013-14   2014-15    2015-16   2016-17   2017-18  Totals

Appropriations $35,267,433 $36,746,945 $35,850,996 $37,190,634 $37,497,015 $182,553,024
Actual Expenditures $32,398,361 $34,193,120 $33,399,233 $34,947,431 $35,036,705 $169,974,849
Overestimated Appropriations $2,869,072 $2,553,825 $2,451,763 $2,243,204 $2,460,311 $12,578,175
Percentage Overestimated 9% 7% 7% 6% 7% 7%

We found that seven overestimated appropriations lines items accounted for about 
73.8 percent of total overestimated appropriations over these years (Figure 2). 
Furthermore, our projections show that these line items are likely overestimated by 
approximately $2.6 million in 2018-19.

1   New York State Real Property Tax Law, Section 1318

2   Surplus fund balance is defi ned as unrestricted fund balance minus appropriated fund balance and 
encumbrances included in committed and assigned fund balance. See our accounting bulletin at https://www.
osc.state.ny.us/localgov/pubs/releases/gasb54.pdf

https://www
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Figure 2: Overestimated Budget Line Items
Line Item    2013-14     2014-15     2015-16    2016-17     2017-18

Operation of Plant $177,564 $476,819 $474,339 $174,995 $244,521
Maintenance of Plant $201,649 $185,535 $248,049 $78,747 $105,292
Teaching – Regular School $180,662 $1,049,795 $887,601 $839,087 $340,408
Handicapped Program $900,949 $384,351 $716,693 $343,871 $103,986
District Transportation Services $337,797 $230,693 $344,002 $579,834 $338,984
Health Insurance $178,112 $368,494 $472,538 $265,831 $426,733
Serial Bond $43,455 $516,975 $215,620 $296,660 ($9,800)
Totals $2,020,188 $3,212,662 $3,358,842 $2,579,025 $1,550,124

The Manager told us that the budget was based on the known enrollments 
for special education and also included the salaries for the expected contract 
settlements. Further, the Board President feels it is important to have extra money 
to avoid having to significantly increase taxes in the event of an emergency. Such 
a practice would be reasonable if the District had little fund balance or reserves to 
act as a financial cushion against an unforeseen circumstance. 

However, the District has ample fund balance and reserves yet continues to 
overestimate expenditures. As a result of the overestimated appropriations, the 
District experienced annual operating surpluses resulting in a five-year cumulative 
operating surplus exceeding $9 million, which resulted in excessive fund balance 
totaling approximately $6.5 million as of June 30 2018.

Offi  cials Did Not Always Include Appropriated Funds in the Annual 
Budgets

District officials appropriated approximately $1.4 million of surplus fund balance 
in the 2014 and about $1.6 million in 2017. However, the estimated revenues 
included in the budgets for these years did not reflect the funds appropriated to 
reduce the tax levy. Officials indicated this was a clerical error.

Revenues and expenditures were not reasonably estimated in either 2013-14 or 
2016-17 because officials excluded the amount of appropriated funds from the 
previous years. This led to the adoption of a structurally unbalanced budgets 
in both years. As a result, more real property taxes may have been levied than 
necessary those years.

Fund Balance Exceeded the Statutory Limit

District officials maintained a surplus fund balance exceeding the statutory limit in 
each of the past five years (2013-14 through 2017-18). Surplus fund balance as a 
percentage of the next year’s budget ranged between 17 and 25 percent and the
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statutory limit was exceeded by amounts ranging between $4.9 and $7 million. 
Our further review of surplus fund balance revealed that appropriated funds were 
not always used as budgeted. When unused appropriated fund balance is added 
back, surplus fund balance exceeded the allowable statutory limit each year by 13 
to 21 percentage points (Figures 3 and 4).

Figure 3: Recalculated Surplus Fund Balance at Year-End
    2013-14      2014-15      2015-16     2016-17     2017-18

Surplus Fund Balance $8,506,538 $7,686,346 $7,851,722 $7,148,822 $6,490,075
Add: Unused Appropriated Fund 
Balance $750,000 $1,115,937 $1,599,467 $0 $0
Recalculated Surplus Fund Balance $9,256,538 $8,802,283 $9,451,189 $7,148,822 $6,490,075
Next Year's Budget $36,746,945 $35,850,996 $37,190,635 $37,497,016 $38,739,392
Surplus Fund Balance as a 
Percentage of Next Year’s Budget 25% 25% 25% 19% 17%

FIGURE 4

Surplus Fund Balance
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The surplus fund balance was due to budgeting practices and operating surpluses 
during the last five years (2013-14 through 2017-18). Furthermore, officials 
appropriated fund balance every year that was not used. The Board president told 
us that the Board is aware of the excessive fund balance and wants to maintain 
the fund balance at the current levels. She believes it is important to have the 
extra money so that in case of an emergency they will not need to raise taxes too 
much. 

The tax levy has remained stable but at a higher level than needed to fund 
operations. The District retained significant levels of surplus fund balance that 
placed unnecessary burden on taxpayers. 

What Do We Recommend? 

The Board should:

1. Develop and adopt budgets that include realistic estimates for revenues 
and appropriations and the amount of fund balance that will be used to 
fund operations.

2. Ensure that the appropriated fund balance is used reduce the tax levy of 
the next year’s budget.

3. Develop a plan to reduce the amount of surplus fund balance to comply 
with the statutory limit. Surplus funds can be used as a financing source 
for: 

  Funding one-time expenditures

  Funding needed reserves

  Paying off debt 

  Reducing real property taxes.
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Appendix A: Response From District Offi  cials
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Appendix B: Audit Methodology and Standards

We conducted this audit pursuant to Article V, Section 1 of the State Constitution and 
the State Comptroller’s authority as set forth in Article 3 of the New York State General 
Municipal Law. To achieve the audit objective and obtain valid audit evidence, our audit 
procedures included the following:

  We interviewed District officials to obtain an understanding of the oversight and 
practices for budgeting and financial management.

  We reviewed Board minutes for procedures relating to budgeting and financial 
management and Board actions.

  We compared the appropriations and estimated revenues with the actual results of 
operations to determine whether there were any significant budget variances from 
2013-14 through 2018-19.

  We reviewed and analyzed all the reserves and fund balances to ensure they 
complied with applicable statutes.

  We reviewed and analyzed reported fund balance levels in comparison to amounts 
appropriated in adopted budgets for 2013-14 through 2018-19. 

  We compared the unrestricted fund balance to the subsequent year’s budgeted 
appropriations to determine whether the District’s unrestricted fund balance was 
within the statutory limit.

  We recalculated the 2013-14 through 2017-18 surplus fund balance to include 
appropriated fund balance not used as percentages of next years’ budgets.

  We interviewed officials and reviewed applicable laws, Board resolutions, 
accounting records, annual reserve reports to the Board and audited financial 
statements to determine whether reserves were legally established, funded and 
expended in accordance with statutory provisions.

We conducted this performance audit in accordance with GAGAS (generally accepted 
government auditing standards). Those standards require that we plan and perform the 
audit to obtain sufficient, appropriate evidence to provide a reasonable basis for our 
findings and conclusions based on our audit objective. We believe that the evidence 
obtained provides a reasonable basis for our findings and conclusions based on our 
audit objective.

The Board has the responsibility to initiate corrective action. A written corrective action 
plan (CAP) that addresses the findings and recommendations in this report must be 
prepared and provided to our office within 90 days, pursuant to Section 35 of General 
Municipal Law, Section 2116-1(3)(c) of New York State Education Law and Section 
170.12 of the Regulations of the Commissioner of Education. To the extent practicable, 
implementation of the CAP must begin by the end of the next fiscal year. For more 
information on preparing and filing your CAP, please refer to our brochure, Responding 
to an OSC Audit Report, which you received with the draft audit report. The CAP should 
be posted to the District’s website for public review.
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Appendix C: Resources and Services

Regional Office Directory
www.osc.state.ny.us/localgov/regional_directory.pdf

Cost-Saving Ideas – Resources, advice and assistance on cost-saving ideas
www.osc.state.ny.us/localgov/costsavings/index.htm

Fiscal Stress Monitoring – Resources for local government officials 
experiencing fiscal problems
www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm

Local Government Management Guides – Series of publications that include 
technical information and suggested practices for local government management
www.osc.state.ny.us/localgov/pubs/listacctg.htm#lgmg

Planning and Budgeting Guides – Resources for developing multiyear financial, 
capital, strategic and other plans
www.osc.state.ny.us/localgov/planbudget/index.htm

Protecting Sensitive Data and Other Local Government Assets – A non-
technical cybersecurity guide for local government leaders 
www.osc.state.ny.us/localgov/pubs/cyber-security-guide.pdf

Required Reporting – Information and resources for reports and forms that are 
filed with the Office of the State Comptroller 
www.osc.state.ny.us/localgov/finreporting/index.htm

Research Reports/Publications – Reports on major policy issues facing local 
governments and State policy-makers 
www.osc.state.ny.us/localgov/researchpubs/index.htm

Training – Resources for local government officials on in-person and online 
training opportunities on a wide range of topics
www.osc.state.ny.us/localgov/academy/index.htm

http://www.osc.state.ny.us/localgov/regional_directory.pdf
http://www.osc.state.ny.us/localgov/costsavings/index.htm
http://www.osc.state.ny.us/localgov/fiscalmonitoring/index.htm
http://www.osc.state.ny.us/localgov/pubs/listacctg.htm#lgmg
http://www.osc.state.ny.us/localgov/planbudget/index.htm
http://www.osc.state.ny.us/localgov/pubs/cyber-security-guide.pdf
http://www.osc.state.ny.us/localgov/finreporting/index.htm
http://www.osc.state.ny.us/localgov/researchpubs/index.htm
http://www.osc.state.ny.us/localgov/academy/index.htm


Like us on Facebook at facebook.com/nyscomptroller 
Follow us on Twitter @nyscomptroller

Contact
Office of the New York State Comptroller
Division of Local Government and School Accountability
110 State Street, 12th Floor, Albany, New York 12236

Tel: (518) 474-4037 • Fax: (518) 486-6479 • Email: localgov@osc.ny.gov

www.osc.state.ny.us/localgov/index.htm

Local Government and School Accountability Help Line: (866) 321-8503

NEWBURGH REGIONAL OFFICE – Lisa A. Reynolds, Chief Examiner

33 Airport Center Drive, Suite 103 • New Windsor, New York 12553-4725

Tel (845) 567-0858  • Fax (845) 567-0080  • Email: Muni-Newburgh@osc.ny.gov

Serving: Columbia, Dutchess, Greene, Orange, Putnam, Rockland, Ulster, Westchester 
counties

mailto:localgov@osc.ny.gov
http://www.osc.state.ny.us/localgov/index.htm
mailto:Muni-Newburgh@osc.ny.gov
https://www.facebook.com/nyscomptroller
https://www.facebook.com/nyscomptroller
https://twitter.com/nyscomptroller
https://twitter.com/nyscomptroller
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