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What Is Effective Financial Condition Management?

To effectively manage financial condition, a board must adopt reasonably 
estimated and structurally balanced budgets based on historical data or known 
trends, in which recurring revenues finance recurring expenditures. In preparing 
the budget, a board and district officials must estimate the district’s spending, 
revenue and available fund balance at fiscal year-end to determine the expected 
tax levy. Accurate estimates help ensure that the real property tax levy is not 
greater than necessary. 

Fund balance represents the cumulative residual resources from prior fiscal 
years. New York State Real Property Tax Law (RPTL)1 currently limits the amount 
of unassigned fund balance that can legally be retained to no more than 4 percent 
of the next year’s budget. Any fund balance over this percentage must be used to 
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FIGURE 1

Planned Deficit vs. Actual Operating Surplus and                                        
Recalculated Unassigned Fund Balance
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 l Funding one-time expenditures; 

 l Funding needed reserves; 

 l Paying off debt; and 

 l Reducing District property taxes. 

2. Adopt budgets that include realistic estimates for revenues, appropriations 
and unassigned fund balance based on historical data and known trends. 

3. Discontinue the practice of appropriating fund balance that is not needed 
or used to fund operations.

District officials should:

4. Develop budgets that include realistic estimates for revenues, 
appropriations and unassigned fund balance based on historical data and 
known trends.
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Appendix A: Response From District Officials

See
Note 1
Page 8
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Appendix C: 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:

 l We interviewed District officials and reviewed Board minutes, policies and 
procedures, and documentation relevant to short- and long-term planning 
to gain an understanding of the budgeting and financial management 
processes and procedures, including the rationale for determining the levels 
to maintain for unassigned fund balance and reserves.

 l We compared budgeted appropriations and estimated revenues to actual 
results for the last four completed fiscal years and identified significant 
variances.

 l We reviewed the adopted 2019-20 general fund budget to determine whether 
District officials had addressed the significant appropriation variances we 
identified in previous years.

 l We calculated general fund operating results for the past four years and 
assessed the use of budgeted appropriated fund balance.

 l We calculated unassigned fund balance as a percentage of the next year’s 
appropriations to assess District compliance with statute.

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.

Unless otherwise indicated in this report, samples for testing were selected 
based on professional judgment, as it was not the intent to project the results 
onto the entire population. Where applicable, information is presented concerning 
the value and/or size of the relevant population and the sample selected for 
examination.

The Board has the responsibility to initiate corrective action. A written corrective 
action plan (CAP) that addresses the findings and recommendations in this report 
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