








Strategies for Reducing Excess 
Fund Balance

 Establish or fund reserves with Board 
resolution.

 Review capital needs for establishing a voter 
approved capital reserve.

 Spend appropriations for non-recurring 
programs or services.

 Increase fund balance designated for taxes in 
the subsequent year.



 Capital Reserve (ED 3651)
 Repair Reserve(GML 6-d)
 Workers Compensation(GML 6-j) 
 Unemployment (GML 6-m)
 Tax Reduction (ED 1709)
 Debt Service (GML 6-l) 
 Insurance Recovery (ED 1718(2))

Authorized Reserve Funds



Authorized Reserve Funds

 Insurance Reserve (GML 6-n)
 Property Loss (ED 1709)
 Liability Loss (ED 1709)
 Tax Certiorari (ED 3651)
 Encumbrances 
 Reserve for Employee Benefit Accrued 

Liability (GML 6-p)
 Retirement Contribution Reserve (GML 6-r)



Capital Reserve (Ed Law 3651)

 Used to pay for cost of expenses for which 
bonds may be issued.

 Creation requires voter approval including 
purpose, ultimate amount, probable term and 
source of funds.

 Expenditure must be for a specific purpose 
and further authorized by the voters.

 Accounted for in general fund (A878).



Repair Reserve (GML6-d)

 Repairs to capital improvements or 
equipment not recurring annually.

 Established with Board of Education 
resolution.

 Voter approval required to fund reserve (OSC 
Opinion 81-401).

 Expenditures require a public hearing (5 day 
notice), except in emergencies.



Repair Reserve (GML6-d)

 If no hearing, the amount expended must be 
repaid over next two fiscal years.

 Accounted for in general fund (A882).
 Unneeded balance may be transferred to a 

reserve fund pursuant to Section 3651 of 
Education Law (capital reserve, tax certiorari 
reserve) or retirement contribution reserve.



Workers Compensation 
Reserve (GML6-d)

 Used to pay workers compensation benefits 
and expenses for administering a self-
insurance program.

 Funded by budgetary appropriations or other 
funds that may be legally appropriated (i.e. 
surplus funds).

 Established with Board of Education 
resolution.



 Excess amounts may be transferred to certain 
other reserves or applied to next years 
budget (within 60 days of the end of fiscal 
year).

 Accounted for in the general fund (A814).
 Board may terminate if no longer self-

insured.

Workers Compensation 
Reserve (GML6-d)



Unemployment Reserve
(GML6-m)
 Cost of reimbursement to state 

unemployment insurance fund.
 Established with Board of Education 

resolution.
 Funded by budgetary appropriations or other 

funds that may be legally appropriated.
 Excess amounts may be transferred to certain  

reserves or applied to next years budget 
(within 60 days of the end of fiscal year).

 Accounted for in the general fund (A815).



Tax Reduction Reserve 
Ed Law 1604 (36) & 1709 (37)

 Gradually use the proceeds of the sale of 
school district real property where proceeds 
are not required to be placed in a mandatory 
reserve for debt service.

 Retain proceeds for up to 10 years.
 Used for property tax reductions.
 Accounted for in the general fund (A864).



Debt Service Reserve (GML6-i)
 Purpose of retiring outstanding obligations 

upon the sale of district property or capital 
improvement.

 Accounted for in the debt service fund (V884) 
or general fund (A884).

 Terminates once outstanding obligations are 
repaid.

 Proceeds of sale in excess of debt may be 
expended for any other lawful district 
purpose.



Property Loss Reserve
(Ed Law 1709 (8-c))

 Used to pay for property loss and liability 
claims incurred.

 May not exceed 3% of annual budget or 
$15,000, whichever is greater.

 Established with Board of Education 
resolution.

 Accounted for in the general fund (A861).



Liability Loss Reserve
(Ed Law 1709 (8-c))

 Used to pay for property loss and liability 
claims incurred.

 May not exceed 3% of annual budget or 
$15,000, whichever is greater.

 Established with Board of Education 
resolution.

 Accounted for in the general fund (A862).



Tax Certiorari Reserve
(Ed Law 3651 (1-a))
 Used to pay judgments and claims in tax 

certiorari proceedings.
 Not applicable to Long Island schools.
 Established with Board of Education 

resolution.
 Monies not expended for tax certiorari 

proceedings must be returned to general fund 
before 1st day of the fourth fiscal year after 
deposit.

 Accounted for in the general fund (A864).



Encumbrance Reserve

 Represents open purchase orders at the end 
of the year to be rolled over to the 
subsequent year.

 No Board resolution required.
 Should represent current bonafide

obligations.
 Accounted for in most funds (821).



Retirement Contribution 
Reserve (GML 6r)
 Used for the purpose of financing employee 

retirement contributions.
 ERS not TRS.
 Established with Board of Education 

resolution.
 Funded by budgetary appropriation or other 

funds that may be legally appropriated, 
transfer from tax certiorari, capital or repair 
reserves.



Retirement Contribution 
Reserve (GML 6r)

 No limit.
 Transfers to or from other reserve funds 

require a public hearing with 15 day notice.
 Accounted for in the general fund (A827).



Reserve for Employee Benefit 
Accrued Liability Reserve (GML 6p)

 Used to pay accrued employee benefit due an 
employee upon termination of employees’ 
services.

 This reserve is not used to fund employee 
retirement incentives.

 Established with Board of Education 
resolution.

 Funded by budgetary appropriation funds 
that may be legally appropriated or other 
reserves authorized in GML.



 Board of Education terminates if balance is in 
excess of obligations, funds may be 
transferred to any other reserve authorized 
by GML.

 Accounted for in the general fund (A867).

Reserve for Employee Benefit 
Accrued Liability Reserve (GML 6p)



Other Considerations

 Timing of Board approval to establish and 
change reserves.

 Re-establish Board approval of existing 
reserves.

 Interest should stay with reserve.
 Budget full expenditure when planning on 

utilizing reserves.



Other Considerations

 Reserves should be based on reasonable 
obligations or liabilities of the District.

 Generally, separate bank accounts not 
required but separate accounting must be 
maintained.

 Board may be guilty of misdemeanor if 
reserves are used for other purposes.

 Substantiate reserves for year-end audit.



Best Practices

 Review fund balance projections starting in 
February.

 Compare current year budget to prior year 
actual expenditures and revenues.

 Prepare explanations of large variances of 
budget as compared to actual revenues and 
expenditures.



Best Practices

 Align budget coding with actual coding to 
minimize a large volume of budget transfers.

 Review adequacy of reserves and obtain 
approval of changes in reserves.

 Verify interfund receivables and payables are 
in balance and reimbursed timely.



Best Practices

 Review investment policies, collateral 
agreements and FDIC regulations regularly.

 Review options for collateralization including 
letters of credit issued by the Federal Home 
Loan Bank.

 Explore the use of green building strategies.
 Consider refinancing current debt.



Best Practices
 Prepare tax levy status report monthly.        
 Review appropriation status and revenue 

reports for all District funds.



 Review investment reports including interest 
earnings to date.

 Prepare a five year fiscal plan for long term 
planning and update annually.

 Monitor budgets to ensure appropriations are 
not overspent.

Best Practices



Best Practices

 Develop balanced budgets for revenues and 
expenditures for all funds.

 Develop a trend analysis of actual revenues 
and expenditures over the past 3 to 5 years.

 Maximize revenues and find cost efficiencies.



Best Practices

 Maintain a capital asset preservation plan.
 Use reserve funds as part of fiscal planning.



American Recovery and 
Reinvestment Act

 Tripled a non-interest bearing program 
known as Qualified Zone Academy Bond 
(QZAB).

 Additional formula aid and additional monies 
for existing programs (i.e. Title I and IDEA) 
to save and create jobs and improve student 
achievement.

 First payment expected in September 2009 
and funding continues for 2 years.



American Recovery and 
Reinvestment Act

 External auditors will have more responsibility 
reviewing ARRA funds under the Single Audit 
Act.

 GAO required to perform bimonthly reviews 
of states and local governments use of funds.

 Quarterly reporting required by school 
districts.



Quarterly Reporting 
Requirements

 Jobs saved.
 Jobs created.
 Programs delivered.
 Tax increases averted vs. tax 

reductions.
 Other Information.



Accounting treatment 

 Account for in general fund.
 Revenue code is A4285.
 Current expenditure codes expanded to 

include sub codes for tracking.
 Uniform Systems of Accounts will not be 

changing.



Allowable expenses 
under the ARRA

 Retaining existing teachers, administrators 
and support staff.

 Improve teacher effectiveness.
 Establishing data systems for improvement.
 Turning around lowest performing schools.
 Improving results for all students.



Unallowable expenses 
under the ARRA

 Reducing taxes.
 Increasing fund balances or reserves.
 Payment of maintenance costs.
 Stadiums or other facilities for athletics or 

other events for which general public is 
charged admissions.

 Purchase or upgrade of vehicles.



Unallowable expenses 
under the ARRA

 Improvement of central office facilities.
 School modernization that is inconsistent with 

state laws.



Sources

 SED Budget Handbook
 NYSSBA School Law Book
 OSC Local Gov’t Mgt. Guide –Reserves
 Questar BOCES State Aid Planning
 NYSED Reference Manual



Contact Information

Marianne E. Van Duyne
R.S. Abrams and Company, LLP
2805 Veterans Hwy, Suite 13
Ronkonkoma, NY 11749
631-234-4444
Mvanduyne@rsabrams.com




















