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Report Highlights

Audit Objective
Determine whether the Long Beach City School District’s (District) 
Board of Education (Board) and District officials effectively 
managed the District’s fund balance.

Key Findings
The Board and District officials did not effectively manage the 
District’s fund balance and did not present the District’s spending 
plans in a transparent manner. While real property tax levies 
remained the same since 2020-21, the District’s budgeting 
practices resulted in tax levies being higher than necessary. The 
Board and officials: 

 l Reported surplus fund balance that exceeded the statutory 4 
percent limit in three of the four years reviewed by as much 
as 5 percentage points.

 l Transferred a total of $17.3 million of the general fund’s 
excess fund balance at the end of two of the four fiscal years 
reviewed to the capital projects fund; however, this was not 
clearly stated in annual budget documents for voter approval. 
Prior to the non-transparent and unbudgeted fiscal year-
end transfers that totaled about $13.4 million, the surplus 
fund balance exceeded the statutory limit by as much as 9 
percentage points.

 l Overestimated appropriations by an average of 
approximately $2.5 million annually and underestimated 
revenues by an average of $1.6 million annually for a three-
year period. 

 l Adopted budgets that appropriated fund balance, which 
gave taxpayers the impression the District would have an 
operating deficit. Instead, the District realized operating 
surpluses ranged between $1.7 million and $4.1 million, 
totaling more than $8.5 million for a three-year period. 

Key Recommendations
 l Develop budgets that include reasonable estimates for 
revenues and appropriations that will be used to fund 
operations. 

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

District officials disagreed with certain aspects of our findings. 
Appendix B includes our comments on issues raised in the 
District’s response.

Audit Period
July 1, 2018 – June 30, 2022. We 
expanded our scope to include the 
operating results of the 2022-23 
fiscal year.

Background
The District is located in Nassau 
County and serves students in 
the City of Long Beach and the 
communities of East Atlantic 
Beach, Lido Beach and Point 
Lookout. 

The District is governed by 
the five-member Board which 
is responsible for the general 
management and control of the 
District’s financial and educational 
affairs. The Superintendent of 
Schools (Superintendent) is the 
District’s chief executive officer 
and is responsible, along with 
other administrative staff, for the 
District’s day-to-day management 
under the Board’s direction. 

The Assistant Superintendent for 
Finance and Operations (Assistant 
Superintendent) oversees the 
District’s business operations. 
The Board, Superintendent and 
the Assistant Superintendent are 
responsible for developing the 
budget.

Long Beach City School District 

Quick Facts (Millions)
2021-22 Total Revenues 
and Other Sources $147.4 

Four-Year Cumulative 
General Fund Operating 
Surplus

$5 3 
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How Should School District Officials Effectively Manage Fund 
Balance?

To effectively manage a school district’s fund balance (the difference between 
revenues and expenditures accumulated over time) a school board and school 
district officials should develop and adopt realistic and structurally balanced 
budgets. Budgets should be based on historical data or known trends in which 
recurring revenues finance recurring expenditures. Reasonable budget estimates 
should be used to help ensure the tax levy is not greater than necessary and 
the budget is presented transparently to the public. When fund balance is 
appropriated in the budget to finance operations, a school district is budgeting 
for a planned operating deficit (expenditures exceeding revenues) equal to the 
amount of fund balance appropriated. 

School districts may retain a portion of surplus fund balance1 for unexpected 
occurrences and fluctuations in cash flow. However, officials must comply with 
New York State Real Property Tax Law Section 1318, which limits the amount of 
surplus funds that a school district can retain to no more than 4 percent of the 
budget. Officials must apply any surplus fund balance in excess of the 4 percent 
limit to reduce the upcoming year’s real property tax levy or appropriately fund 
needed reserves.

The Board and District Officials Appropriated Fund Balance That Was 
Not Needed

The Board appropriated more than $2.3 million of fund balance over four years 
(2018-19 through 2021-22 fiscal years) to finance operations. As a result, the 
District should have incurred operating deficits in each of the four years if revenue 
and expenditure budgetary estimates were reasonable. Instead, the District 
realized operating surpluses in the 2018-19 through 2020-21 fiscal years totaling 
more than $8.5 million for the three-year period, or an average of about $2.9 
million annually. For the three-year period, operating surpluses ranged between 
$1.7 million and $4.1 million (Figure 1). In 2021-22 the District planned on an 
operating deficit of $485,000 but instead realized an operating deficit of $2.7 
million   

Financial Management

1  For guidance on fund balance classification and reporting see https://www.osc.ny.gov/files/local-government/
publications/pdf/gasb54.pdf 

https://www.osc.ny.gov/files/local-government/publications/pdf/gasb54.pdf
https://www.osc.ny.gov/files/local-government/publications/pdf/gasb54.pdf
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The significant variances between planned operating deficits and actual results 
were due to unreasonable budgetary estimates. From 2018-19 through 2020-
21, actual revenues exceeded budgeted revenues by a total of $5 million, an 
average of $1.6 million annually. Additionally, appropriations were overestimated 
by a cumulative total of approximately $7.4 million, an average of approximately 
$2.5 million annually. There were three expenditure accounts with a cumulative 
average variance of more than $3.1 million in each of the three fiscal years. The 
Board overestimated appropriations for:

 l Employee benefits2 by almost $5 million for the three years reviewed (more 
than 8 percent), or annually by an average of about $1.7 million. 

 l Teaching regular school (including teachers’ salaries) by approximately $3.8 
million (more than 3 percent) for the three years reviewed, or annually by an 
average of $1.3 million.  

 l Programs for students with disabilities (including special education teachers’ 
salaries) by about $643,000 (more than 1 percent) for the three years, or 
annually by an average of more than $210,000.

The Assistant Superintendent told us that over the past several years, health 
insurance costs increased at a high rate annually. Therefore, District officials try 
to anticipate the new rate by increasing the appropriation by at least 10 percent 

FIGURE 1

Planned Deficit vs . Actual Operating Results
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annually. However, annual increases with health insurance expenditures actually 
averaged only 0.2 percent over the years reviewed, and District officials could 
have used this historical data to better estimate the health insurance costs. 

In fiscal years 2020-21 and 2021-22, actual expenditures exceeded the adopted 
budget appropriations by a cumulative total of $6.4 million. However, this occurred 
only because at the end of both fiscal years, the Board authorized and District 
officials transferred a total of $17.3 million ($7.8 million at the end of 2020-21 and 
$9.5 million at the end of 2021-22) from the general fund to the capital projects 
fund. Instead of including funding for projects in the annual budget, the Board 
authorized year-end transfers from the general fund balance to finance capital 
project costs. Seventy-seven percent of these transfers, about $13.4 million, were 
not budgeted. Prior to these non-transparent and unbudgeted fiscal year-end 
transfers, the surplus fund balance exceeded the statutory limit by as much as 9 
percentage points. If the transfers had not been made, adopted appropriations 
would have exceeded actual expenditures by $7 million for these two years. 
Despite the transfers to the capital projects fund, the District realized a $1.7 
million operating surplus for 2020-21 (or $6.7 million if the transfers had not been 
made) after originally adopting a budget with a planned deficit of about $510,000.

The Assistant Superintendent told us that the District ended the 2020-21 year with 
a larger than usual operating surplus because District officials anticipated needing 
extra funds for added measures related to the COVID-19 pandemic such as 
additional staff and other related expenditures. However, the District spent less in 
the 2020-21 fiscal year than expected. Although the COVID-19 pandemic created 
a degree of financial uncertainty, the Board and District officials consistently 
overestimated appropriations that were not needed prior to the pandemic as well. 

The property tax levy increased each year from 2018-19 to 2020-21 by a total 
of $6.8 million (an average increase of approximately $2.3 million per year for 
the three years, or 2.24 percent). However, there was no increase in 2021-22 
and 2022-23 fiscal years. Even though there was no property tax levy increase 
since the 2020-21 fiscal year, the District had a cumulative total of $19 million of 
surplus fund balance, which exceeded the statutory limit in three of the four years 
reviewed. Therefore, the Board and District officials could have reduced the tax 
levy by appropriating more fund balance than they did. 

Had the Board and officials used historical trend analysis and previous years’ 
actual results of operations to develop their budget estimates, they would have 
likely estimated more accurately, used an amount of fund balance more closely in 
line with what they appropriated to finance operations and been more transparent 
with the public and taxpayers. 
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Surplus Fund Balance Exceeded the Statutory Limit

The District reported year-end unrestricted fund balance at levels that exceeded 
the 4 percent statutory limit in three (2018-19 through 2020-21) of the four fiscal 
years reviewed by as much as 5 percentage points. For its fiscal year ended 
June 30, 2022, the District complied with the 4 percent limit by appropriating over 
$5.4 million to finance the subsequent year’s operations and by transferring $9.5 
million to the capital projects fund, of which $8.3 million was not planned. The 
Board authorized almost $6.3 million two weeks before the end of the fiscal year 
to be transferred from the general fund’s excess fund balance.

As previously noted in this report, appropriated fund balance was not 
used in three of the four years reviewed and the District realized operating 
surpluses instead of planned deficits in each of the three years. When unused 
unappropriated fund balance was added back, the recalculated surplus fund 
exceeded the 4 percent statutory limit by even more than what the District 
reported in three of the four fiscal years. For example, for the 2020-21 fiscal year, 
while the statutory limit for unassigned fund balance was about $5.8 million, the 
surplus fund balance was about $13 million, or more than two times the limit. 
Additionally, when unbudgeted transfers to the capital projects fund were added 
back, the recalculated surplus fund balance exceeded the 4 percent statutory limit 
in all four years reviewed by as much as 9 percentage points. For example, for 
the 2021-22 fiscal year, the statutory limit for unassigned fund balance was about 
$6 1 million  When 
the unbudgeted 
transfer to the 
capital project fund 
was added back, 
the surplus fund 
balance was about 
$14.4 million, more 
than two times the 
limit (Figure 2). 

By maintaining 
surplus fund 
balance at more 
than the statutory 
limit, District 
officials are 
withholding funds 
from productive 
use  Had the 
Board and District 
officials developed 

FIGURE 2
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and adopted more reasonable budgets, they could have considered using these 
excess funds to fund one-time expenditures or needed reserves, pay off debt or 
reduce the tax levy.  

The Assistant Superintendent told us that District officials intentionally 
overestimated appropriations and maintained surplus fund balance above the 
statutory limit over the past eight years to fund required restoration expenditures 
related to the aftermath of Hurricane Sandy3 which occurred in October 2012. 
He also told us that as of June 30, 2021, the District had been reimbursed $27.6 
million of the $31.1 million project costs. Therefore, the difference of about $3.5 
million was maintained to shield the District from the financial risk of unreimbursed 
storm restoration expenditures due from State and federal aid. However, the 
Board and District officials do not have the discretion to disregard the statutory 
fund balance limit as they did in three of the four fiscal years we reviewed.

In addition, at year-ends June 30, 2021 and June 30, 2022, the District’s 
surplus fund balance was $13.2 million and $6.1 million, respectively. Therefore, 
even if the District was not reimbursed for the $3.5 million of Hurricane Sandy 
expenditures, it had more than enough funds to avoid any financial burden. The 
Board and District officials maintained fund balance at the 4 percent statutory limit 
at the end of the 2021-22 fiscal year by appropriating a portion of fund balance for 
the 2022-23 fiscal year and transferring excess funds to the capital projects fund. 

By using budgeting practices that are not based on historical data, known trends 
and anticipated needs, and by making unbudgeted year-end transfers, the Board 
and District officials are not presenting the District’s spending plan, budget and 
fund balance in a transparent manner to the public and taxpayers. 

What Do We Recommend? 

The Board and District officials should:

1. Develop and adopt budgets that include reasonable estimates for 
revenues and appropriations that will be used to fund operations. 

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

3 Hurricane Sandy was an extremely large and destructive Category 3 Atlantic hurricane which ravaged the 
Caribbean and the coastal Mid-Atlantic region of the United States in late October 2012. The City of Long Beach 
was heavily damaged by the hurricane.



Office of the New York State Comptroller       7

3. Continue to reduce surplus fund balance to comply with the statutory limit. 
Surplus funds can be used for: 

 l Reducing District property taxes, 

 l Funding one-time expenditures, 

 l Funding needed reserves, and 

 l Paying off debt.
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Appendix A: Response From District Officials
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See
Note 1
Page 17
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See
Note 2
Page 17
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See
Note 3
Page 17
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See
Note 4
Page 17

See
Note 5
Page 17

See
Note 6
Page 17
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Appendix B: OSC Comments on the District’s Response 

Note 1

We updated the audit report to clarify this point.

Note 2

The audit report does not recommend a specific amount or average health 
insurance cost estimate District officials should use; it states officials could have 
used historical data to better estimate health insurance costs.

Note 3

The OSC Fiscal Stress Monitoring System (FSMS) takes several factors into 
consideration when rating a school district’s level of fiscal stress. Our Data 
Management Unit, who manages the FSMS database, reviewed the three fiscal 
years in our report and determined that while a $6 million reduction in fund 
balance in any of those years would have increased the FSMS score, it would not 
have caused the FSMS to designate the District as being fiscally stressed.  

As indicated in the report, the District had more than enough funds to avoid any 
financial risk. When the unplanned capital project transfers are added back to the 
District’s surplus fund balance it ranged from $9.7 million to $18.2 million during 
the audit period. 

Note 4

District officials could have reduced the tax levy by appropriating more fund 
balance. Additionally, a more transparent method to fund capital reserves would 
be to alert taxpayers of the District’s intention by including a provision in the 
budget to fund the reserve instead of transferring surplus fund balance at the end 
of the fiscal year. 

Note 5

When fund balance is appropriated in the budget as a funding source, the 
expectation is that there will be a planned operating deficit, assuming budgetary 
estimates for revenues and expenditures are reasonable. The operating deficit 
would be financed by the appropriated fund balance. However, the District 
realized operating surpluses. 

Note 6

The 2022-23 budget notices mailed to the taxpayers and the audited financial 
statements reported appropriated fund balance as a total of $5,364,646. It was 
not transparent to the voters that $4,285,400 was to fund capital projects. 
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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. We obtained an understanding of internal controls that we 
deemed significant within the context of the audit objective and assessed those 
controls. Information related to the scope of our work on internal controls, as well 
as the work performed in our audit procedures to achieve the audit objective and 
obtain valid audit evidence, included the following:

 l We interviewed District officials and reviewed minutes of the Board’s 
meetings, resolutions, relevant laws, District policies and audited financial 
statements to gain an understanding of fund balance management, 
procedures and budgeting practices.

 l We analyzed the trend in total general fund balance for fiscal years 2018-19 
through 2021-22. We compared surplus fund balance with the next year’s 
budgeted appropriations to determine whether the District complied with 
the statutory limit. We recalculated surplus fund balance as a percentage of 
the next year’s appropriations after adding back appropriated fund balance 
not needed as a financing source to fund the next year’s operations. We 
also recalculated surplus fund balance as a percentage of next year’s 
appropriations after adding back unbudgeted transfers to the capital projects 
fund from the general fund  

 l We analyzed results of operations for 2018-19 through 2021-22 using total 
actual revenues and expenditures and assessed whether appropriated fund 
balance was used to fund operations as planned. 

 l We compared the general fund’s budgeted revenues and appropriations with 
actual revenues and expenditures for 2018-19 through 2021-22 to determine 
whether estimates were reasonable. We performed a detailed budget-to-
actual expenditure analysis for these years. For any significant variances, we 
reviewed the data to determine whether there was a trend.

 l We reviewed the budgeted and actual appropriations from the District's 
audited financial statements and determined the difference between the 
budgeted and actual amounts to determine if the District overestimated their 
expenditures.

 l We calculated results of operations for the fiscal years 2018-19 through 
2021-22  

 l We identified the budget codes that made up the overestimated 
appropriations and selected the largest for reporting.   

 l We reviewed the real property tax levy from 2017-18 through 2022-23 to 
determine the fluctuations and trends 
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 l We reviewed the District’s unaudited 2022-23 results of operations as 
reported to OSC.

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 
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 
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 District’s website for public 
review.
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Appendix D: Resources and Services

Regional Office Directory 
www.osc.ny.gov/files/local-government/pdf/regional-directory.pdf

Cost-Saving Ideas – Resources, advice and assistance on cost-saving ideas 
www.osc.ny.gov/local-government/publications

Fiscal Stress Monitoring – Resources for local government officials experiencing fiscal problems 
www.osc.ny.gov/local-government/fiscal-monitoring

Local Government Management Guides – Series of publications that include technical information 
and suggested practices for local government management 
www.osc.ny.gov/local-government/publications

Planning and Budgeting Guides – Resources for developing multiyear financial, capital, strategic and 
other plans 
www.osc.ny.gov/local-government/resources/planning-resources

Protecting Sensitive Data and Other Local Government Assets – A non-technical cybersecurity 
guide for local government leaders  
www.osc.ny.gov/files/local-government/publications/pdf/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.ny.gov/local-government/required-reporting

Research Reports/Publications – Reports on major policy issues facing local governments and State 
policy-makers  
www.osc.ny.gov/local-government/publications

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



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

https://www.osc.ny.gov/local-government

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

HAUPPAUGE REGIONAL OFFICE –  Ira McCracken, Chief of Municipal Audits

NYS Office Building, Room 3A10 • 250 Veterans Memorial Highway • Hauppauge, New York 
11788-5533

Tel (631) 952-6534 • Fax (631) 952-6530 • Email: Muni-Hauppauge@osc.ny.gov

Serving: Nassau, Suffolk counties

osc.ny.gov

https://www.osc.ny.gov/local-government
https://www.instagram.com/nys.comptroller/
https://twitter.com/nyscomptroller
https://www.linkedin.com/company/nys-office-of-the-state-comptroller
https://www.facebook.com/nyscomptroller
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