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Report Highlights

Audit Objective
Determine whether the Board and District officials 
adequately managed the District’s financial 
condition. 

Key Findings
ll Unrestricted fund balance at the end of 2016-
17 was $6.2 million or 9.9 percent of the next 
year’s budget – more than double the statutory 
limit. 

ll District officials underestimated Impact Aid 
revenues by an average of $5.9 million (68 
percent) each year from 2014-15 to 2016-17.  

ll The District’s budgets included appropriated 
fund balance that was not used as planned to 
fund operations. 

Key Recommendations
ll Develop a plan to reduce the amount of 
unrestricted fund balance to comply with the 
statutory limit. 

ll Adopt budgets with realistic revenue estimates 
and discontinue the practice of appropriating 
fund balance that will not be used.

ll Update long-term plans to include more 
realistic estimates of Impact Aid.

District officials generally agreed with our 
recommendations and indicated they planned to 
take corrective action.

Background
The Carthage Central School District 
(District) serves the Towns of Champion, 
Le Ray, Rutland and Wilna in Jefferson 
County and the Towns of Croghan, 
Denmark and Diana in Lewis County. 

The seven-member Board of Education 
(Board) is responsible for the general 
management and control of District 
operations. The Superintendent of 
Schools is the chief executive officer 
and is responsible, along with other 
administrative staff, for day-to-day District 
management. The Business Administrator 
oversees the District’s business 
operations.

The District receives significant Federal 
Impact Aid (Impact Aid) due to its close 
proximity to the Fort Drum military base. 
Impact Aid averaged $14.5 million 
annually over the past three years; 
however, it is expected to decrease to $5 
million by 2021-22.  

Audit Period
July 1, 2016 – November 30, 2017

We extended our audit scope back to 
June 30, 2014 to review fund balance 
trends and forward to January 31, 2018 
for the surplus projection.

Carthage Central School District

Quick Facts

Employees 715 

Enrollment 3,150 

2017-18 Appropriations $62.4 Million 
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How Does a Board Effectively Manage Financial Condition?

To effectively manage financial condition, a board should adopt realistic and 
structurally balanced budgets based on historical or known trends where recurring 
revenues finance recurring expenditures. In preparing the budget, the board 
must estimate what the district will spend and what it will receive in revenue, how 
much fund balance will be available for use at fiscal year-end and, to balance the 
budget, what the expected tax levy will be. Sound budgeting practices provide 
that district officials should not routinely appropriate significant amounts of fund 
balance1 that will not be used. Accurate estimates help ensure that the real 
property tax levy is not greater than necessary. 

In addition, a board must also maintain reasonable fund balance levels. Fund 
balance is the difference between revenues and expenditures accumulated over 
time. New York State Real Property Tax Law2 limits the amount of unrestricted 
fund balance that a school district can retain to no more than 4 percent of the 
next year’s budgeted appropriations. Additionally, districts are legally allowed to 
establish reserves and accumulate restricted funds for certain future purposes (for 
example, capital projects or retirement expenditures). 

The Board Underestimated Revenues and Appropriated Fund Balance 
That Was Not Needed

The District reported about $6.2 million of unrestricted fund balance in the 
general fund as of June 30, 2017, which amounts to 9.9 percent of the next 
year’s appropriations and is more than double the 4 percent statutory limit.3  Our 
previous audit4 also found excessive unrestricted fund balance and recommended 
that the Board and District officials consider reducing it by paying off debt, 
financing one-time expenditures, increasing or establishing necessary reserves 
and/or reducing District property taxes. District officials have done some of 
these things. For example, property taxes have decreased by almost $2 million 
over the past three years and reserve funds have increased, and the District is 
paying cash for its buses rather than borrowing. While we commend the Board 
and District officials for taking corrective action, the District still has excessive 
unrestricted fund balance due, in part, to unrealistic budget estimates.

Financial Condition

1   Appropriated fund balance is the portion of fund balance designated to help finance operations for the 
subsequent year. When fund balance is appropriated to finance operations, the District is budgeting for a 
‘planned operating deficit’ equal to the amount of fund balance appropriated.

2   Real Property Tax Law, Section 1318

3   See Figure 4 in Appendix A for a summary of the District’s unrestricted fund balance from 2014-15 through 
2016-17. 

4   Carthage Central School District – Financial Condition (2014M-138) 
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We compared budget estimates with results of operations for the last three 
completed fiscal years (2014-15 through 2016-17). Expenditures were generally 
close to budgeted appropriations, but the Board underestimated revenues by 
an average of $6.1 million a year (11 percent), most of which was Impact Aid 
revenue. 

The federal government provides Impact Aid5 to school districts that have high 
enrollments of federally-connected students, such as children of military parents, 
or that are located on or near federally-owned land. Some districts are eligible 
for additional funding through Basic Support Payments for heavily impacted local 
educational agencies (Heavily Impacted Aid) if they are located on a military 
installation; have a combination of high enrollment of federally-connected 
students, relatively low per-pupil expenditures and relatively high tax rates;6  or 
meet certain other criteria. During our audit period, the District received Heavily 
Impacted Aid.

As illustrated in Figure 1, the Board estimated over $8.5 million of Impact Aid 
revenue each year, but the District received anywhere from $13.1 to $15.6 million. 
Over the three-year period, the District received $17.6 million (an annual average 
of $5.9 million), or 68 percent more than originally budgeted, which resulted in 
operating surpluses each year. 

District officials told us the Board prefers to budget conservatively because Impact 
Aid fluctuates and the District does not know for sure from year to year what 
amount the federal government is going to distribute and the timing of the aid 
payments. While it may make sense to estimate this type of revenue somewhat 
conservatively, using historical trends would have provided a more realistic 
estimate of this significant revenue.

Figure 1: Impact Aid Revenue
 Estimated 

Revenue
Actual    

Revenue
Amount Over 

Budget
Percentage 
Over Budget

2014-15 $8,585,622 $14,713,153 $6,127,531 71%
2015-16 $8,585,622 $13,071,059 $4,485,437 52%
2016-17 $8,585,622 $15,615,700 $7,030,078 82%
Total $25,756,866 $43,399,912 $17,643,046 68%

5   Impact Aid includes payments for the following four categories: Basic Support Payments, Payments for 
Property, Payments for Children with Disabilities and School Construction Payments.

6   Local educational agencies qualify for Heavily Impacted Aid if: enrollment of Federally-connected children is 
not less than 45 percent of total enrollment; per-pupil expenditure is less than 125 percent of the average per-
pupil expenditure in the State; and tax rate is not less than 95 percent of the average tax rate in the State.
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In addition, the Board annually appropriated an average of $6 million of fund 
balance to finance operations in 2015-16, 2016-17 and 2017-18. However, the 
District generated an operating surplus totaling about $1 million in 2015-16 and 
$4.7 million in 2016-17. It projects another operating surplus for 2017-18 of about 
$7.2 million as of January 2018. Because the District has received more revenues 
than it budgeted each year, it has not needed to use any of the appropriated fund 
balance. 

By including significant amounts of appropriated fund balance in the budgets that 
were not needed, the Board made it appear that the District had less unrestricted 
fund balance subject to the 4 percent limit. Over the past three completed fiscal 
years, the District reported unrestricted fund balance ranging from 12.0 to 9.9 
percent of the next years’ budgeted appropriations. However, when unused 
appropriated fund balance is added back to the reported unrestricted fund 
balance, the District’s recalculated unrestricted fund balance ranges from 21.6 to 
19.7 percent, as shown in Figure 2.7  

FIGURE 2

Unrestricted Funds Percentage

4% 4% 4%

12.0%
9.9% 9.9%

21.6%
19.9% 19.7%

2014‐15 2015‐16 2016‐17

Legal Limit

Unrestricted Funds as Percentage of the Ensuing Year's Budget

Recalculated Unrestricted Funds as a Percentage of the Ensuing Year’s 
Budget (2016‐17 is projected)

7    Details behind Figure 2 are shown in Figures 4 and 5 in Appendix A. 
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The District was notified in October 2017 that it no longer qualifies for additional 
Heavily Impacted Aid funding because its application showed enrollment of 
Federally-connected children was at 44.73 percent, just below the 45 percent 
required. The Impact Aid program has a hold-harmless provision that states 
when a local educational agency’s payment decreases more than 20 percent 
from the previous year, payments will be reduced over three years.8  Its first 
reduced payment will be in fiscal year 2018-19. Although District officials 
indicated that they are hopeful that the District may qualify for Heavily Impacted 
Aid funding in the future, they indicated that they may use unassigned fund 
balance in difficult budget years.  

Over the past three years, Impact Aid has averaged about $14.5 million annually, 
or 24 percent of the District’s general fund revenues. After the hold-harmless 
period ends in 2020-21 and unless circumstances change, the Business 
Administrator estimates the District will receive about $5 million annually 
(estimated to be about 8 percent of revenues). With significantly less Impact 
Aid revenue, District officials will have to consider reducing expenditures or 
increasing other financing sources, if they intend to maintain the same level of 
spending. Even though the District currently has excessive unrestricted fund 
balance, the Board must carefully consider how best to use those funds. 

How Can Multiyear Planning Help With the Reduction of Impact Aid?   

Planning on a multiyear basis allows District officials to identify developing 
revenue and expenditure trends, set long-term priorities and goals and consider 
the impact of current budget decisions on future fiscal years. It also allows 
District officials to assess the impact and merits of alternative approaches to 
address financial issues, such as the use of fund balance to finance operations 
and the accumulation of money in Board-authorized reserve funds. Effective 
multiyear plans project operating and capital needs and financing sources over 
a three- to five-year period. These plans should be monitored and updated on 
an ongoing basis to provide a reliable framework for preparing budgets and to 
ensure that information used to guide decisions is current and accurate.9  

8   The first year it will receive 90 percent of the previous year’s payment; the following year it will receive no less 
than 85 percent of the previous year’s payment; and in the third year it will receive no less than 80 percent of the 
previous year’s payment.

9   For multiyear planning resources, please refer to our website  http://www.osc.state.ny.us/localgov/planbudget/
index.htm

http://www.osc.state.ny.us/localgov/planbudget/index.htm
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District Officials Have Developed Multiyear Financial Plans

We reviewed the District’s long-term plan, which the Business Administrator 
developed and routinely shared with the Board. We found that except for 
underestimating Impact Aid revenue, the long-term plan is adequate. For 
example, the plan projects expenditures and revenues out for the next five years, 
estimates year-end fund balance and incorporates the use of reserves. However, 
not using realistic Impact Aid revenue projections lessens the usefulness of the 
plan. Figure 3 shows the difference between the Business Administrator’s current 
Impact Aid estimates and those included on the long-term plan.

Figure 3: Impact Aid Estimates
                               

Year
Per Estimates (2017-18 

based on actual receipts)
Per Long-Term Plan 
(Budgeted Revenue)

                                     
Variance

2017-18 $16,405,741 $8,585,622 $7,820,119
2018-19 $13,390,940 $8,585,622 $4,805,318
2019-20 $10,927,965 $8,585,622 $2,342,343
2020-21   $8,807,652 $8,585,622 $222,030
2021-22   $4,934,637 $5,000,000 ($65,363)

The Business Administrator has also developed a list of options the District 
could consider if its eligibility for Heavily Impacted Aid funding is not restored. 
Potential reductions to spending include things such as purchasing less 
equipment, reducing staff and increasing the retiree share of health insurance. 
Potential financing sources include using reserves and unrestricted fund balance 
and using other available funding.10  In addition, it considers the possibility 
of borrowing for some purchases to spread out the cost over time (e.g., bus 
purchases, technology equipment). 

We encourage District officials to update the long-term plan’s Impact Aid revenue 
projections. Realistic multiyear financial plans can help officials manage the 
District’s fund balance and prioritize and plan for future needs. 

What Do We Recommend? 

The Board and District officials should:  

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

10   Excel Aid funds, Smart Schools Bond funds
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ll Funding one-time expenditures;

ll Funding needed reserves; 

ll Paying off debt; and

ll Reducing District property taxes.

2.	 Adopt budgets that include realistic revenue estimates based on historical 
trends or other known factors. 

3.	 Discontinue the practice of appropriating fund balance that will not be used 
to fund District operations.

4.	 Update long-term plans to include more realistic estimates of Impact Aid.
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Appendix A: Fund Balance Charts

Figure 4: Unrestricted Fund Balance at Year End
 2014-15 2015-16 2016-17

Total Beginning Fund Balance $17,063,248 $17,571,709 $18,576,897
Prior Period Adjustments ($465,783) $4 ($2)
Add: Operating Surplus/(Deficit) $974,244 $1,005,184 $4,701,826
Total Year-End Fund Balance $17,571,709 $18,576,897 $23,278,721
Less: Restricted and Assigned Fundsa $4,648,491 $6,467,283 $10,996,878 
Less: Appropriated Fund Balance for the Next Year $5,741,181 $6,046,655 $6,100,000
Total Unrestricted Funds at Year-End $7,182,037 $6,062,959 $6,181,843
Next Year's Budgeted Appropriations $59,864,500 $60,950,793 $62,437,739
Unrestricted Funds as Percentage of the Next Year’s 
Budget 12.0% 9.9% 9.9%
a   Includes reserve funds and encumbrances

Figure 5: Unused Fund Balance
 2014-15 2015-16 2016-17

Unrestricted Funds at Year End $7,182,037 $6,062,959 $6,181,843
Add: Appropriated Fund Balance Not Used to Fund Next 
Year’s Budget $5,741,181 $6,046,655 $6,100,000
Recalculated Unrestricted Funds $12,923,218 $12,109,614 $12,281,843
Next Year’s Budgeted Appropriations $59,864,500 $60,950,793 $62,437,739
Recalculated Unrestricted Funds as a Percentage of Next 
Year’s Budget 21.6% 19.9% 19.7%
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Appendix B: Response From District Officials
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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:

ll We interviewed District officials to gain an understanding of the District’s 
financial management, including fund balance levels, budgeting, reserve 
funds and long-term planning. 

ll We reviewed and analyzed the District’s general fund financial records and 
reports, including annual budgets, annual reports and budget status reports, 
to identify financial condition concerns.

ll We calculated the unrestricted fund balance as a percentage of the next 
year’s appropriations to determine if the District was within the statutory limit.

ll We compared the Board-adopted budget to operating results to determine 
whether budgets were realistic. We followed up on significant variances.

ll We compared appropriated fund balance to operating results to determine 
whether it was actually needed.

ll We reviewed long-term financial plans for adequacy.

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.

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. We encourage the Board to make 
the CAP available for public review in the District Clerk’s office. 
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Appendix D: 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/lgli/pdf/cybersecurityguide.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/lgli/pdf/cybersecurityguide.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

SYRACUSE REGIONAL OFFICE – Rebecca Wilcox, Chief Examiner

State Office Building, Room 409 • 333 E. Washington Street • Syracuse, New York 13202-1428

Tel: (315) 428-4192  • Fax: (315) 426-2119  • Email: Muni-Syracuse@osc.ny.gov

Serving: Herkimer, Jefferson, Lewis, Madison, Oneida, Onondaga, Oswego, St. Lawrence  
counties

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