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Report Highlights

Audit Objective
Determine whether the Town of Webb Union Free 
School District (District) Board (Board) and District 
officials adopted realistic budgets and properly 
managed fund balance in accordance with statute.

Key Findings
 l The Board and District officials did not adopt 
realistic budgets and did not properly manage 
fund balance. 

 l The Board consistently overestimated 
appropriations in the 2018-19 through 2020-21 
budgets by a total of $3.7 million (16 percent) 
and appropriated fund balance totaling $3.5 
million that was not needed. 

 l Officials improperly overstated fiscal year-end 
encumbrances by approximately $974,000 from 
2018-19 through 2020-21  

 l When unused appropriated fund balance and 
invalid encumbrances are added back to surplus 
fund balance, surplus fund balance increased to 
approximately 26 percent, as of June 30, 2021, 
exceeding the four percent statutory limit.

Despite reporting excess surplus fund balance, the 
Board increased the real property tax levy by 6.8 
percent from 2017-18 through 2021-22 and levied 
more taxes than needed to fund operations.

Key Recommendations
 l Develop budgets with reasonable appropriation 
estimates, only appropriate fund balance when 
needed and ensure encumbrances are for valid 
commitments. 

 l Comply with the statutory surplus fund balance 
limit.

District officials generally agreed with our recommendations and indicated they would take corrective 
action 

Background
The District serves the Town of Webb 
in Herkimer County and the Town of 
Forestport in Oneida County  

The elected five-member Board is 
responsible for managing the District’s 
financial and educational affairs. 

The Superintendent of Schools 
(Superintendent) is responsible for the 
District’s day-to-day management and 
budget development. The Business 
Manager is responsible for the District’s 
business operations.

Our Office issued an audit report 
to the District in 2016 that included 
similar findings and recommendations 
concerning the District’s budgeting 
practices and fund balance 
management. 

Audit Period
July 1, 2018 – September 30, 2021. 
We extended this period to review 
the District’s operating results as of 
December 31, 2021.

Town of Webb Union Free School District

Quick Facts

For the 2020-21 Fiscal Year:

General Fund 
Expenditures $8.3 million 

General Fund Balance $5.7 million 
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During our previous audit of the District, we noted that reported surplus fund 
balance exceeded the statutory limit for the 2012-13 through 2014-15 fiscal years, 
ranging between 10.7 and 6.5 percent of the next year’s budget.1 At that time, we 
recommended that the Board develop a plan to reduce the amount of surplus fund 
balance in a manner that benefits District taxpayers, and develop realistic budgets 
based on prior years’ results and anticipated operations to avoid raising more real 
property taxes than necessary. Based on our current audit findings, the Board and 
District officials have not effectively implemented corrective actions.  

How Can a Board Adopt Realistic Budgets and Properly Manage Fund 
Balance?

Fund balance is the difference between revenues and expenditures accumulated 
over time. To effectively manage a school district’s fund balance, a school board 
(board) must adopt realistic and structurally balanced budgets based on historical 
trends or other known factors in which recurring revenues finance recurring 
expenditures and reasonable levels of fund balance are maintained. 

In preparing the budget, a board must estimate the amounts the school district 
will spend and receive, the amount of fund balance that will be available at fiscal 
year-end to use toward the next year’s budget and the expected real property 
tax levy. Accurate estimates help ensure that the tax levy is not greater than 
necessary and that surplus fund balance2 is not excessive and over the statutory 
limit.

A board is permitted to retain a specified amount of fund balance for cash flow 
needs or unexpected expenditures. New York State Real Property Tax Law, 
Section 1318 currently limits the amount of surplus fund balance that a school 
district can retain to no more than 4 percent of the next year’s budget. Any surplus 
fund balance over this percentage must be used to reduce the upcoming fiscal 
year’s real property tax levy or to fund needed reserves. When fund balance 
is appropriated for the next year’s budget, the expectation is that there will 
be a planned operating deficit equal to the amount of fund balance that was 
appropriated  

Encumbrances are commitments related to unfulfilled contracts for goods or 
services that are already ordered but not yet received and are intended to help 
prevent a school district from exceeding appropriations. At fiscal year-end, a 
portion of fund balance is set aside to carry forward appropriations for these 
commitments to the next fiscal year so that the following year’s budget may be 
increased by these amounts. Open purchase orders (OPOs) are used for the 

Financial Management

Accurate 
estimates 
help ensure 
that the tax 
levy is not 
greater than 
necessary  …

1 Refer to Town of Webb Union Free School District – Fund Balance (2016M-140), issued in July 2016

2 Surplus fund balance is defined as unrestricted fund balance minus appropriated fund balance and 
encumbrances included in committed and assigned fund balance.
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purchase of goods or services that are needed on a repetitive basis or for priced 
contractual purchases. Encumbrances must represent valid commitments for 
specific future expenditures.

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

We compared appropriations and estimated revenues in the adopted general fund 
budgets with actual revenues and expenditures for 2018-19 through 2020-21 and 
found that revenue estimates were generally reasonable. However, the Board 
adopted general fund budgets that overestimated appropriations over the three 
fiscal years by $3.7 million (16 percent) (Figure 1).

We reviewed the District’s budget status reports for 2018-19 through 2020-21 and 
found that the District consistently overestimated certain appropriations. These 
overestimated appropriations resulted in three-year total budget variances for the 
following expenditures: retirement by $766,000 (64 percent), special education by 
$507,000 (32 percent) and fuel by $309,000 (91 percent) (Figure 2). 

The Business Manager told us she budgets additional retirement costs in the 
event the Board hires additional new staff during the year. For special education 
and fuel, the Business Manager told us the Board prefers to have room in the 
budget, as a cushion, in the event more special education students enroll during 
the year than expected, or the District may need to purchase more fuel or fuel 
oil than what officials had originally anticipated purchasing. However, during 
this period, none of these occurrences came to pass; there were no significant 
increases in staffing or special education students and the District did not have to 
purchase significantly more fuel than in prior years.  

Figure 1: General Fund Budget-to-Actual Expenditure Comparison (in Millions)

 2018-19 2019-20 2020-21 Total Budget 
Variances

Appropriations $8.87 $9.12 $9.67 $27.66 
Actual Expenditures $7.69 $7.93 $8.30 $23.92 
Overestimated Appropriations $1.18 $1.19 $1.37 $3.74 
Percentage Overestimated 15% 15% 17% 16%
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Because the Board did not adjust ensuing years’ budgets based on prior years’ 
actual results, a pattern of overbudgeting developed. The District generated 
operating surpluses totaling $1.5 million for the three years reviewed (averaging 
about $500,000 per year) instead of the operating deficits budgeted (Figure 3).

FIGURE 2

Overestimated Approptiations 2018-19 through 2020-21

FIGURE 3

Planned Operating Deficits vs . Actual Operating Results
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Due to the repeated operating surpluses, the District did not need to use any of 
the appropriated fund balance included in the budgets, totaling $3.5 million over 
the three-year period 

Based on our review of the 2021-22 budget and year-to-date operating results 
as of December 31, 2021, we project the District will generate another operating 
surplus in 2021-22 and will not need to use the $1.3 million of fund balance 
appropriated in the budget. District officials agreed with our projection.

The District’s budgeting practice of overestimating appropriations and annually 
appropriating fund balance that is not needed to finance operations has 
contributed to the District maintaining its surplus fund balance in excess of the 
statutory limit.  

The Board Exceeded the Statutory Limit for Surplus Fund Balance 
and Encumbrances Were Not Valid Commitments

Since our last audit, the District’s reported surplus fund balance in the general 
fund has continued to exceed the statutory limit of 4 percent. For example, from 
2018-19 through 2020-21 the District’s reported surplus fund balance ranged 
from 9.3 percent to 10.4 percent of the next year’s budget. The District’s practice 
of annually appropriating fund balance that is not needed to finance operations 
is, in effect, a reservation of fund balance that is not provided for by statute and 
circumvents the statutory limit imposed on the level of surplus fund balance.

In addition, District officials recorded encumbrances at fiscal year-end that 
were not valid commitments. The Business Manager told us that she and the 
Superintendent (who is also the purchasing agent) encumbered funds for capital 
type expenditures relating to the District’s long-range facilities plan. They issued 
OPOs to the District’s architect to earmark funds for certain improvement projects 
since the architect is generally involved in developing the specific requirements 
and identifying the types of contractors that would be needed for the projects. 
When the actual vendors were awarded contracts to perform the work (e.g., 
contractors for heating system upgrades, fire corridor replacement, drainage 
improvements), the Business Manager reduced or canceled (liquidated) the 
original OPOs issued to the architect and issued OPOs to the new vendors. 

During 2018-19 through 2020-21, the District encumbered 271 purchase orders 
totaling more than $2.2 million. We reviewed 18 OPOs totaling $1.8 million to 
determine whether they were valid encumbrances. Of the 18 OPOs, nine of them, 
totaling about $1 million, were issued to the District’s architect. One of these 
OPOs to the architect, for approximately $36,000, was a valid encumbrance 
because the architect was paid for the services rendered. However, the remaining 
eight, totaling approximately $974,000, were considered invalid commitments 
because contracts for goods or services were not procured when the OPO was 
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originally issued. Furthermore, these OPOs were not issued to the vendors 
who were to perform the work. Of these eight OPOs, three of them, totaling 
approximately $509,000 remain unliquidated as of the end of the audit period and 
have been outstanding for periods ranging from seven to 16 months. 

The remaining nine OPOs issued to vendors other than the architect, totaling 
approximately $776,000, were valid commitments as they were properly paid and 
liquidated. Encumbrances that are established without a genuine purchase or 
contractual commitment cause surplus fund balance to be understated. 

By consistently appropriating fund balance that is not needed, overestimating 
budgeted appropriations and inappropriately encumbering funds, the District is 
not presenting its surplus fund balance or budget in a transparent manner.

When unused appropriated fund balance and invalid encumbrances are added 
back, recalculated surplus fund balance exceeds the statutory limit of 4 percent 
by 22.4 percentage points, or approximately $2.2 million at the end of 2020-21 
(Figure 4).

By maintaining surplus fund balance in excess of the statutory limit, District 
officials have withheld funds from productive use which resulted in real property 
tax levies that were higher than necessary. Despite reporting excess surplus fund 
balance, the Board increased the real property tax levy by a total of approximately 
$407,000, or 6.8 percent from 2017-18 through 2021-22.

Encumbrances 
that are 
established 
without a 
genuine 
purchase or 
contractual 
commitment 
cause 
surplus fund 
balance to be 
understated 

FIGURE 4
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What Do We Recommend? 

The Board should: 

1. Adopt budgets that contain realistic estimates of appropriations and 
discontinue the practice of appropriating fund balance that will not be used 
to fund operations. 

2. Develop a plan to reduce surplus fund balance to comply with the statutory 
limit and use excess funds in a manner that benefits District taxpayers. 
Surplus fund balance can be used as a funding source for:

 l Funding one-time expenditures, 

 l Funding needed reserves, and

 l Reducing District property taxes 

The Superintendent and Business Manager should:

3. Ensure that fiscal year-end encumbrances are for valid purchases or 
contractual commitments for the fiscal year in which they originate and are 
properly supported 
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Appendix A: Response From District Officials
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Appendix B: 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 meeting minutes, 
relevant laws, District policies and audited financial statements to gain an 
understanding of fund balance management procedures and budgeting 
practices 

 l We reviewed the adopted general fund budgets from 2018-19 through 2020-
21 to determine whether they were reasonable and structurally balanced 
by comparing adopted budgets with actual results of operations and 
assessed whether appropriated fund balance was used to fund operations 
as planned. We reviewed the 2021-22 budget and budget to actual results 
as of December 31, 2021 and discussed projections with officials to evaluate 
whether the District will need to use the fund balance appropriated.

 l We analyzed the trend in total general fund balance for 2018-19 through 
2020-21 and also 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 appropriation by adding back the unused appropriated fund 
balance and invalid encumbrances for 2018-19 through 2020-21.

 l We reviewed fiscal year-end encumbrances from 2018-19 through 2020-
21. We used our professional judgment to select a sample of 18 OPOs 
comprised of all nine issued to the District’s architect totaling $1 million, and 
an additional nine totaling $776,000 from six different vendors. Our sample 
included seven from June 30, 2019, totaling $627,000; six from June 30, 
2020, totaling $474,000; and five from June 30, 2021, totaling $685,000. 
We reviewed the purchase orders and invoices for our sample to determine 
whether encumbrances were supported by a valid purchase or contractual 
commitment for the fiscal year in which they originated. 

We conducted this performance audit in accordance with generally accepted 
government auditing standards (GAGAS). 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.

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-a (3)(c) of New York State Education 
Law and Section 170.12 of the Regulations of the Commissioner of Education. To 
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the extent practicable, implementation of the CAP must begin by the end of the 
next 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 on the District’s website for 
public review. 
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Appendix C: Resources and Services

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

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

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

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

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

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

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

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

http://www.osc.state.ny.us/files/local-government/pdf/regional-directory.pdf
http://www.osc.state.ny.us/local-government/publications
http://www.osc.state.ny.us/local-government/fiscal-monitoring
http://www.osc.state.ny.us/local-government/publications
http://www.osc.state.ny.us/local-government/resources/planning-resources
http://www.osc.state.ny.us/files/local-government/publications/pdf/cyber-security-guide.pdf
http://www.osc.state.ny.us/local-government/required-reporting
http://www.osc.state.ny.us/local-government/publications
http://www.osc.state.ny.us/local-government/academy


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/local-government

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

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