
 

 

S.4724 (Akshar) / A.6503 (Lupardo)  
 

An act to amend the real property tax law, in relation to  
school district unexpended surplus funds 

 
 
 

The New York State School Boards Association supports the above referenced legislation and 
urges its immediate enactment. 
 
This bill would adjust the maximum level of unrestricted fund balance a school district would be 
able to maintain at the close of each fiscal year from four percent of the district budget to ten 
percent.  
 
At the end of each school year, a district budget can result in a fund balance – or, the positive 
difference between revenue and expenses. This generally suggests prudent budgeting practices, from 
initial budget development to cash flow management. However, the current four percent limit offers 
little room for error. A low fund balance is cited by the Office of the State Comptroller as an 
indicator of poor fiscal health and it can affect a district’s bond rating issued by rating services. 
Running a deficit is obviously even worse.  
 
A school district’s fund balance helps school districts deal with unexpected costs, including special 
education expenses and emergency facility needs. For example, in some districts, the unplanned 
enrollment of just one or two high-cost special education students can have a significant negative 
impact on the budget. A healthy fund balance also allows districts to address revenue shortfalls, mid-
year funding reductions and other cash flow issues. But at just four percent, the current limit equates 
to less than three weeks of a full school year. 
 
The Government Finance Officers Association recommends governments maintain no less than 
two months’ worth of operating expenses, well above school districts’ current threshold. At the 
same time, municipal governments throughout the state have no specific percentage limitation on 
fund balances and must only keep fund balances within a "reasonable" amount. Based on that 
requirement, non-school district municipalities often maintain fund balances well into double-digit 
percentages.  
 
The current four percent fund balance limit has been in place since 2008, before the property tax 
cap placed further restrictions on a school district’s revenue. An adjustment to the fund balance 
threshold would provide school district with a helpful tool to better manage their budgets, address 
unplanned expenses and fill mid-year revenue shortfalls.  
 
Therefore, NYSSBA supports the above referenced legislation and urges its immediate enactment. 
For additional information, please contact NYSSBA Governmental Relations at 518-783-0200. 


