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A. INTERPRETATION AND USAGE 

The purpose of this five-year long-range financial plan is to support the annual 
budget development process. Each budget process is unique and this results in many 
new budget items being considered by the District. This long-range financial plan 
concentrates on addressing program continuation expenses and does not reflect new 
district programs or the potential enhancement of existing programs. The objective of 
this plan is to show how annual budget increases impact future budgets. 

B. FINANCIAL BACKGROUND INFORMATION 

Financial Operation and Oversight 

The North Tonawanda City School District operates under the supervision of the 
New York State Education Department as well as all applicable New York State Municipal 
Laws. In 2005, New York State enacted the Fiscal Accountability Legislation. This 
legislation required all school districts to establish an internal audit function, requires 
all Board of Education members to complete fiscal oversight training and mandates that 
the New York State Comptroller audit school districts once every five years. The last 
major provision of these laws requires each school district to establish an audit 
committee. This committee is responsible for reviewing all district audits. The North 
Tonawanda City School District has fully complied with this law since its inception. This 
long-range report explains why the District utilizes a conservative approach to the 
development of its annual budgets. 

Auditing – Internal and External Audits 

The Fiscal Accountability Legislation required that all districts establish an internal 
audit function. The purpose of internal audits are to review the District’s internal controls 
and to verify that safeguards are in place over the District’s assets. In response to this 
item, the District last issued a Request for Proposal (RFP) in 2018 to public accounting 
firms for these services. This law required that the District follow an open RFP process 
as a means to select an accounting firm for the performance of this internal audit 
function. Our RFP process has resulted in the Board of Education awarding services to 
the accounting firm of Lumsden & McCormick to meet this legislative requirement. 

The internal auditor can be utilized to review the District’s budget development 
process to provide a third-party review of the process for an objective evaluation of the 
practices being implemented by the District. The auditor’s professional review and 
unmodified opinions on the District’s budget development process provides the reader 
of this report with a level of assurance that the financial information herein is reasonable 
and pertinent to the current financial condition of the District. 
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The District must have an independent external audit firm complete an annual 
financial audit each year. The purpose of the external audit is to have a professional 
accounting firm complete an independent review of the District’s financial statements. 
This review assures the Board of Education and the public sector that our financial 
statements fairly represent our financial condition. The Board of Education appointed 
the firm of Drescher and Malecki, LLP to complete the annual audit. In October 2020, 
the auditor stated to the Audit Committee and the Board of Education that the District 
is financially sound based on their review of the 2019-20 accounting records. Their 
message to the Board of Education emphasized that even though the District’s current 
financial position is strong, it must recognize the annual uncertainty of New York State 
Aid as it plans future budgets to avoid fiscal challenges. In the current COVID pandemic, 
these challenges are numerous as future revenues are anticipated to decrease due to 
the financial crisis in NYS and across the country. While revenues are anticipated to 
decrease, contractual expenditures will continue to increase and it will be crucial during 
the budget process to identify opportunities to reduce expenditures without 
compromising programs. This long-range plan reviews ongoing financial issues that 
need to be monitored and addressed through strategic planning to maintain the 
District’s current level of instructional programming. 

Government Accounting Standards Board (GASB) 

The District’s accounting methods must follow all Government Accounting 
Standards Board (GASB) announcements. All GASB changes are influenced by a variety 
of external groups including the Internal Revenue Service, Federal Government, 
American Institute of Certified Public Accountants and Government Accounting 
Standards Board and Financial Accounting Standards Board. Over the past ten years, 
there have been some major changes in the District’s financial reporting due to the 
implementation of many different GASB statements. There will continue to be new GASB 
pronouncements that will require modifications to the District’s financial statements. 
These pronouncements will address such items as pension reporting, post- employment 
benefit reporting and tax abatement reporting. It is important to state that school 
districts must comply with these new standards. If the District did not comply with the 
GASB changes, it would receive an audit finding in the District’s Audit Management 
letter. 

Accounting Method 

The District utilizes a modified accrual method of accounting for all revenue and 
expenses. This accounting principle requires that revenues and expenses are recorded 
in the period (fiscal year) they are received and/or incurred. For the most part the 
District operates on a cash basis but at the end of the fiscal year transactions can span 
two different fiscal years. In these cases, the District must accrue (account for) revenues 
and expenses related to the prior year in its accounting records. More detailed 
information on the accounting and budget code requirements for school districts may 
be found in the New York State Comptroller’s “School Districts Accounting and Reporting 
Manual” which can be viewed at this website link: 

https://www.osc.state.ny.us/files/local-government/publications/pdf/arm_schools.pdf  
 

https://www.osc.state.ny.us/files/local-government/publications/pdf/arm_schools.pdf
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C. BUDGET BUILDING PROCESS – BALANCED BUDGETING REQUIREMENT 

New York State law requires school districts to have a balanced budget. The 
definition of a balanced budget is that the expense budget must be fully supported by 
the revenue budget. Therefore, every expense increase requires an equal increase in 
the revenue budget or an equal reduction in the expense budget to create a balanced 
budget. 

The District begins the budget development process with a projection of the maximum 
revenue increase that it may obtain from its tax levy under the tax cap calculation. It 
then adds all other revenues to obtain a total revenue number. The following revenue 
sections explain the significant impact of the New York State tax cap on the tax levy. 

Impact of Tax Cap 

New York State has advertised its tax cap law as a two percent (2%) cap on 
taxes. Although our residents hear this message, the law does not actually limit the tax 
levy increase to two percent. The law states that if the consumer price index (CPI) is 
two percent or greater, a district must use two percent in the tax cap calculation as it 
pertains to the change in the prior year levy. This two percent limit excludes levy 
increases for assessment growth and pertinent exclusionary expense calculations that 
are permitted in the tax cap calculation. The exclusionary items within the tax cap 
legislation allow school districts to issue tax levy increases that are greater than two 
percent of the prior year’s levy. The exclusionary items include New York State 
Retirement System payments that are greater than a two percent percentage point 
increase of the prior year’s rates, specific changes in payment in lieu of tax items, debt 
service changes, and payments for specific legal cases involving tort settlements. It is 
important to state that the law does not provide exclusions for contractual salary 
payments, utility/fuel expenses, health insurance increases and additional expenses 
attributed to New York State mandates that school districts are required to implement 
each year. If the CPI rate is below two percent, a school district will most likely have a 
levy increase under the two percent amount unless they have qualifying exceptions that 
raise their approved tax levy limit or if they wish to exceed the tax cap amount. If a 
school district’s tax levy increase is under the tax cap amount, the District only needs 
to receive a simple majority of “yes” votes to approve the budget. 

Tax Cap Override (Exceeding the Tax Cap) 

The tax cap law provides no limit to a school district on the annual increase 
amount that they may seek from their tax levy. If a district chooses to exceed the tax 
cap number, it must receive at least sixty percent (60%) “yes” votes in order to approve 
the budget. 
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Tax Cap – (Budget Defeat) 

An important change in the budget vote process under the tax cap law is that 
there are severe budget consequences for a defeated budget. Prior to the tax cap law, 
a district with a defeated budget could increase their prior year’s budget by multiplying 
it by a calculated increase that considered the CPI rate for that year. Under the new law 
after two budget defeats, a district must use the same tax levy that it had in the previous 
school year which would result in a zero increase in the tax levy. This type of situation 
could result in financial difficulties for the district and program cuts. 

 
Impact of the Tax Cap on Future Budget Development Cycles 

Due to the tax cap law, the District cannot assume that reductions in one planning 
process will minimize or eliminate required budget reductions in future budget cycles. 
The opposite is true. The total revenue increase is the driving factor of the budget. If 
there is a low increase in revenue, this correlates with a need to have a larger expense 
reduction. The opposite is also true. If the District projects higher revenue estimates, it 
will be in a better position to minimize the amount of expense reductions that it must 
implement to balance the budget. 
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D. REVENUE INFORMATION 
 

Historical State Aid Information 

In the 2007-08 school year, New York State implemented a new state aid 
formula for public school funding. The new formula enacted was Foundation Aid and it 
replaced previous state aid formulas. The Foundation Aid calculation provided a major 
change from past formulas in that it estimated state aid amounts to all school districts 
for a four-year period-of-time. Even though this plan is going to be twelve years old, it 
is still relevant to the state aid equation because there has been recent discussions on 
the elimination and replacement or restructuring of Foundation aid. The elimination of 
this aid category is in contrast to other discussions regarding requests to fully fund the 
aid category. The most recent State level conversation on Foundation seem to indicate 
that fully funding Foundation Aid is far from becoming a reality. The increased volatility 
in the economics of NYS due to the COVID crisis will undoubtedly move the state further 
from fully implementing the Foundation Aid calculation to balance the state budget.  

New York State School Aid Reductions 

The Foundation Aid budget reduction occurred eleven years ago in 2009-10. It 
was referred to as the Deficit Reduction Assessment (DRA) or commonly called GEA. It 
is important to state that the revenue dollars lost between the 2009-10 school year and 
the 2016-17 school year were never recouped by the District. Additionally, the reduction 
in State Aid resulted in a lower base aid amount in each year and resulting in lower State 
Aid increases since the reduction. Given the current state of the economy, the state 
could enact a similar reduction in aid.  

What Happened to New York School Aid in 2009-10 and 2010-11 

When New York State and other states reduced school aid to school districts the 
federal government initiated the American Recovery and Reinvestment Act (ARRA) 
program to provide additional revenue for K-12 education programs. New York State 
informed school districts that they could expect to receive an allocation of funds from 
this program in their 2009-10 and 2010–11 school year budgets. Their plan changed 
due to the State’s fiscal problems. The State used their Federal 2010-11 dollars to pay 
school districts their aid for the previous 2009-10 school year. Because of this action, 
the North Tonawanda City District did not receive the previously projected ARRA funds 
in the 2010-11 school year. These dollars were permanently lost to the District and 
many others across the state. To counter the way states allocated the Federal ARRA 
funds to school districts the Federal government implemented a grant program to 
districts in the 2010-11 school year. The program was called the Federal Education Jobs 
Funds. For the 2012-13 school year, the Federal Education Jobs Funds program expired 
resulting in a revenue reduction across the state. In 2016-17 the state budget process 
began the restoration of the state aid reduction. Based on the trends over the past 
several budget cycles, it is unlikely that the District will receive a large increase in state 
aid in future years. This will be an important factor to consider when developing future 
budgets. 
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The relevance of this historical state aid information to the development of the 
2021-22 budget is that it is important to recognize that if New York State’s economy 
were to falter, there will be an impact to the District’s state aid budget. The loss of state 
aid combined with the New York State tax cap would require the District to reduce the 
expenditure budget to obtain a balanced budget. The potential for this budgetary 
situation to occur is the reason why sound financial decisions must be made each year. 
Sound budget practices require a balance between budgeting too little or too much in 
the District’s budget codes. 

Revenue Categories 

Revenues are accounted for in specific revenue codes as defined by New York 
State law and the New York State Comptroller’s Office. The District uses approximately 
forty different revenue codes on an annual basis. Of the forty revenue codes used by 
the District, there are seven significant categories. 

1. State Aid 

The governing bodies of New York State determine the District’s annual state aid 
amount. Each year the state appropriates a portion of its budget to fund public school 
education. The state creates state aid formulas to allocate education aid to school 
districts. While the funding formulas have changed over the years, it is important to 
note that comparative funding levels by the geographic regions of New York State have 
remained relatively stable over time. This is important information for the community 
to understand because even when the Legislature and the Governor enact new state aid 
formulas, they attempt to maintain a stable allocation of state aid dollars throughout 
each region of the State. This concentrated effort results in minimal changes in the 
percentage of educational funding amounts to the different state geographic regions. 
This annual fact shows how political issues, regional cost factors, and educational lobby 
groups directly affect school funding levels. The importance of State Aid to the District 
cannot be underestimated. State Aid is a critical revenue that enables the District to 
maintain its educational programs as the largest source of revenue for the District. 

 

2. Tax Levy 
The District’s tax levy is the second largest source of revenue for the District. 

New York State law authorizes the Board of Education to issue a tax levy. The original 
purpose of a school tax levy was to allow school district communities to levy taxes to 
enhance and support their educational programs. In this long-range plan, each tax levy 
estimate is estimated to be within the tax cap law using two percent as the measure. 
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3. Appropriated Fund Balance 
The Board of Education authorizes the District to save funds from the prior year 

budget and apply them to balance future budgets by using appropriated fund balance. 
If the district expends its appropriated fund balance in a school year then in then there 
will be limited fund balance to draw upon for succeeding budget years to close a 
revenue gap. This scenario will create a revenue shortfall and need for deep cuts in 
expenditures. Mitigating future budget shortfalls, the District must plan budget 
surpluses and/or have equaling revenue and expenses in each year. This means that 
the District must end the prior year with a surplus that is equal or greater to the 
appropriated fund balance amount or have the actual revenues be equal or slightly 
greater than the actual expenses. Attaining these financial conditions allows for 
sustainable future budgets.  In the 2020-21 budget, the District’s appropriated fund 
balance was $5,000,000. The goal is to reduce the amount of the appropriation in the 
2021-22 budget to limit the exposure of fund balance as per the developed fund balance 
and reserve plan. 
 

4. Appropriated Reserves 
The District’s appropriation of reserves in its revenue budget does not create a 

one-year funding gap because the appropriated reserve amounts will consider a long-
range appropriation plan. The expenditure of the identified reserves is for one-time 
purchases and not meant to sustain a stream of revenue to fund programs over a long 
period of time. The use of a Debt service reserve is tied in specifically for retiring debt 
on projects that excess proceeds existed for project borrowing due to premiums on 
bonds. Again, the reserve is matched to an expense that will be retired and will not be 
maintained beyond the debt payments. These payments also reduce the interest 
expense by paying on the principal debt of the obligations.  

 
There may be a future point in time when reserve appropriations will not be 

possible at present levels due to the depletion of the reserve balances when reserved 
are used to fund ordinary regular expenses in the budget. To address this financial 
position, it would be the District’s goal to slowly decrease reserve appropriations in 
future budgets and decrease expenditures in kind to maintain balance in the budget. It 
is important to state that the district has several reserves that must be funded at 
responsible levels due to their need to support self-insured expense categories. The 
appropriate funding of reserves is detailed in the District’s fund balance and reserve 
plan. 

 
5. Payment in Lieu of Taxes (PILOT) 
A business or corporation may engage in negotiations and submit to local, county 

or state Industrial Development Agencies an application to obtain a special agreement 
that removes their building and property from the tax roll within the governing laws of 
the region/locality. Per this agreement, the business follows a reduced property tax 
payment schedule for the number of years stated in the agreement. The total PILOT 
payment amounts move along a schedule each year in accordance with the agreement 
as the property eventually is fully added back onto the tax rolls. The school district has 
little if any control over these agreements. The intent of PILOT agreements is to foster 
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economic development and add jobs to the community. The New York State Comptroller 
has stated that PILOT agreements do not always achieve the economic goals that were 
stated in their applications. When this situation occurs, the benefit promised of the PILOT 
in the form of increased assessment value on the tax rolls does not translate into a 
lower tax burden on the taxpayers in the community. Ideally, at the end of a PILOT 
agreement, the entity would take on a significant portion of the tax levy but the PILOT 
can still be a success by bringing employment to the region and more residents to the 
community which will add to the tax rolls. Thereby, the PILOT is indirectly spreading the 
tax levy through growth in further residential or private development. 

 
6. Interest Earnings 
Interest earning revenue is based upon the amount of funds (available cash) held 

by the District at any given point in time. The District receives the most interest earning 
revenue after receipt of the tax levy at which time more cash may be available to invest 
in the legally eligible funds. This revenue category fluctuates annually based on the 
economy and the interest rate markets. In poor economic times, this revenue is not a 
significant source of income. This revenue stream can approach $150,000 but in the 
context of an $80 million-dollar budget, this figure is relatively insignificant and would 
be hard pressed to consistently earn anything above 1.5% interest given the type of 
investment products available to Districts.  
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E. EXPENSE INFORMATION 

The long-range financial plan attached to this report has been developed by using 
expense projections that are based on forecasted future increases and decreases in 
expense categories. The financial projections are developed at a single point in time. 
This long-range plan will not be updated throughout the annual budget development 
process. 

Development of Long-Range Budget Expenses 
Budget information has been compiled by function code (major school expense 

category) for a horizontal analysis at the macro level of the budget over a period of five 
years. The objective of the analysis is to concentrate on large expense items that may 
increase within each budget area with some basic and simple assumptions. A more 
detailed model will be developed to drill down into each functional code to forecast for 
specific budget lines and items anticipated in future years in the budget development 
process with management. The detailed forecast provides information in each 
operational area so management can identify potential future budget reductions or 
necessary shifts in budgetary priorities or spending. Potential budget reductions or 
reallocation of funds are researched collaboratively with administration to determine if 
they are permanent and if they can be incorporated into the high-level long-range 
budget plan addressed in document. These revised projections are then baked into and 
become part of the base budget that is projected into future budget years. 

The long-range budget development process must also consider specific budget 
increases in general budget areas. Examples of these increases are utility costs for 
electricity and natural gas. Normally, the District applies the Consumer Price Increase 
(CPI) rate to general expense items. In this 2021 long-range expense plan, CPI 
increases will be added to a select number of expenses. 



11  

F. LONG-RANGE FORECAST 
 

a) HUMAN RESOURCES CATEGORIES 
Human resource expense categories traditionally account for the majority of the 

District’s budgetary increases. The chart below provides historical budgetary information 
for salary and benefit increases for the prior decade of budgets plus the 20-21 budget. 
 

Year 
 

Total Budget 
 

Total Salary 
 

Salary 
% of Budget 

 
Total Benefits 

 
Benefits 

% of Budget 

 
Total Salary 
and Benefits 

Salary & 
Benefits % of 
Total Budget 

2012-13 $ 64,752,895  $ 30,151,503  46.56% $ 13,771,889 21.27%  $ 43,923,392  67.83% 

2013-14 $ 65,740,756  $ 29,839,533  45.39% $ 14,635,768 22.26%  $ 44,475,301  67.65% 

2014-15 $ 68,423,968  $ 30,168,050  44.09% $ 16,110,684 23.55%  $ 46,278,734  67.64% 

2015-16 $ 70,548,964  $ 30,997,671  43.94% $ 16,933,169 24.00%  $ 47,930,840  67.94% 

2016-17 $ 72,315,050  $ 30,756,410  42.53% $ 18,033,824 24.94%  $ 48,790,234  67.47% 

2017-18 $ 73,491,613  $ 32,040,657  43.60% $ 18,454,723 25.11%  $ 50,495,380  68.71% 

2018-19 $ 77,887,449  $ 32,524,895  41.76% $ 18,584,065 23.86%  $ 51,108,960  65.62% 

2019-20 $ 79,431,300  $ 33,477,102  42.15% $ 18,705,266 23.55%  $ 52,182,368  65.69% 

2020-21 $ 81,016,940  $ 34,461,500  42.54% $ 18,350,000 22.65% $ 52,811,500 65.19% 

2021-22 $81,854,500  $36,060,654  44.05%  $19,075,000  23.30%  $55,135,654  67.36% 

Percent 
Change 

over 
Period 

  -2.51%  2.04%  -0.47% 

Averag
e % of 
Budget 

  43.66%  23.45%  67.11% 

Salaries  
Although total salary budgets have increased, the salary category has decreased as a 
percentage of the total budget by 2.51 % over the past decade. This was primarily due to a 
combination of retirements, layoffs and program cuts in the budgets from 2012 through 2022. As state 
aid stabilized, so has programming and staffing. Although as a percentage of the budget these increases 
have fluctuated, since 2016-17, there has been a steady increase in salaries due to step movement and 
new negotiated contractual agreements for staff. If this trend continues, it may necessitate a cut in 
programs if revenue sources do not keep pace with the percentage increases in salaries. 

Forecasted Salary Expenditures – It is anticipated with any new negotiated 
agreement will come with at a minimum an increase equal to CPI. At this time there is 
no significant expansion of educational programs to forecast.  
Benefits 
The total benefit budget (as a percentage of the total budget) has increased 2.04 %. Employee benefit 
budgetary costs have continued to outpace inflation and the information in this table shows 
that the budget category has increased approximately 45.7% since the 2012-13 school 
year. During this same period-of-time, salaries increased by 18.5%. Actual benefit 
expenditures increased almost 25% more than actual salary expenditures. This trend 
underlines how the cost drivers associated with benefits have significantly outpaced 
salaries over this ten year period. It is important to note that the District manages a 



12  

self-funded health insurance program which accounts for some of the discrepancy 
between the budget and actual expenses in this category. Retirement system 
contributions are another benefit expenditure that can fluctuate significantly in a 
relatively short period of time. The District does have reserves that can be utilized to 
fund retirement system costs during economic cycles to smooth out volatility in the 
budget. Unfortunately, there is not a reserve for unexpected escalation in health care 
claims and high cost claimants in a bad budget year. It is therefore necessary for the 
District to carry a higher budgetary figure to manage the risk of exceeding the budgetary 
line for healthcare. As part of the reserve plan it is recommended the District investigate 
legal uses of reserves to have some mechanism in place for health insurance costs in 
addition the retirement reserves already in place. The next sections break down the 
major cost drivers in this category; NYSTRS/ERS and health insurance. 
 
New York State Retirement System 
Expanding further on the topic of the NYS retirement system, it is important to 
recognize in the long-range plan that the District is required to fund payments to the 
New York State Retirement system each year based on employee membership in these 
systems. The Teachers Retirement System (TRS) is for certified personnel. The 
Employee Retirement System (ERS) is for noncertified personnel. Each retirement 
system is independent from the other system. The governing boards of these systems 
review their performance and they establish contribution rates that are applicable to 
salaries paid by the school district each year. The rates reflect the investment returns 
that these funds project to receive in the form of revenue as well the outflow of 
retirement payments to members. The recent contribution rates for both retirement 
systems have been decreasing due to strong investment returns from the equity 
markets. If the investment rate of return begins to decrease, it is likely that the 
contribution rates will increase. The charts illustrate the historical rate volatility that 
has occurred in both retirement systems. 

 

 

 

 

 

 

 

 

 

 

 

 

 

Source: https://nystrs.org/About-Us/Press-Room/Infographics/ECR_Chart_by_Decade.pdf  

https://nystrs.org/About-Us/Press-Room/Infographics/ECR_Chart_by_Decade.pdf
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To combat the volatility in the investment markets and economic downturns, it is the 
practice of the District to budget based upon actuarial experience and data that 
suggests maintaining a level of approximately 13%. This fiscally conservative practice 
is a measure in place to protect the long-term fiscal health of the District because it is 
extremely difficult to build enough fund balance in time to react to fluctuations in the 
employer contribution rate (ECR) related to stock market valuations. Likewise, for the 
ERS system it is recommended to maintain 16% of salaries.  

 

Forecasted Retirement System Payments – The forecast will maintain 13% 
of certified staff salaries and 16% of classified staff. 

 
 
 

Source: https://www.osc.state.ny.us/retirement/employers/partnership/long-term-expected-contribution-rates  

https://www.osc.state.ny.us/retirement/employers/partnership/long-term-expected-contribution-rates
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Health Insurance  
The percentage increases in this category are based on the projected health insurance 
claims that are expected to be paid in the upcoming year. The District’s health insurance 
plan is self-funded, which means that it must pay for the actual expenses incurred by 
staff for health insurance matters. Additionally, the District pays premium expenses 
related to stop loss insurance to manage the risk associated with high cost claims on the 
plan. The self-funding of health insurance requires that the District budget for 
catastrophic claims each year. This results in a budget that will be greater than actual 
expenses to protect itself from the possibility that it will incur a catastrophic claim in 
excess of the stop loss coverage the District utilizes. This budgeting practice is 
recommended by the District’s health insurance consultant. The District must follow this 
budget practice because New York State law does not allow a school district to have a 
reserve fund for medical health insurance. 

Forecasted Health Insurance Payments  

Due to the uncertainty of future employee illness, it is difficult to project increases for 
self-funded health insurance plans. The District’s health insurance consultant advises the 
District to utilize health insurance industry data to project future expenses. The plan data 
is analyzed annually in January and February using trending data to set the budget and 
premium per member for the next fiscal year. Based on prior year experience and data 
gathered by the District’s Health Insurance consultant, the forecast will utilize a yearly 
rate increase ranging from 6% to 10% to conservatively forecast out in the expense in 
this category. 
 

b) FACILITY UTILITY PAYMENTS 

The process for calculating future costs for electricity and natural gas is critical to a five-
year long-range financial plan. Recently the District has benefited financially from an 
energy performance project which has yielded lower energy costs over the last several 
months. The facility improvements measures include a transition to LED lighting 
districtwide, upgraded HVAC controls districtwide, and the installation of high efficiency 
boilers at the Ohio elementary and the intermediate building. The District also 
participates in the School and Municipal Energy Cooperative of Western New York 
(SMEC) which fosters collaboration between municipal agencies and school districts to 
save taxpayers money on energy costs, reduce duplication of effort and administration, 
and explore new opportunities for collaboration between its members. 

SMEC's aggregate approach to commodity purchasing for electric and gas reduces utility 
bills for its members. SMEC follows all state and federal regulations including New York 
State General Municipal Law Article 5-G and Section 119-o. The cooperative will 
complete a detailed energy study in the winter and develop a budget to forecast utility 
expenses for the next fiscal year trying to maintain some cost certainty of expenses.  

Forecasted Utility Payments  

The December Short-Term Energy Outlook (STEO) remains subject to heightened levels 
of uncertainty related to the ongoing recovery from the COVID-19 pandemic. Notably, 
the emergence of the SARS-CoV-2 Omicron variant raises uncertainty about the level of 
energy consumption throughout the world.  
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c) FACILITIES  

The ability to maintain six school buildings, an administrative building, school 
athletic fields and their grounds requires constant maintenance and repairs. The facilities 
budget includes supplies for all school buildings. This includes cleaning solutions, paper 
products, pool chemicals, paint, heating system chemicals, plumbing supplies, electrical 
supplies and mechanical supplies. It also includes contractual expenses for mandated 
inspections, maintenance, fees and other required work. 

Forecasted Facility Budget Increases 

Specific supply and contractual service categories are increased by 2.0% to 
address inflation/cost increases. Presently, the District relies heavily on the general fund 
budget to address issues with building maintenance and operations. Recently we have 
moved these projects to small capital project work to generate state aid and have a more 
strategic plan to address building and maintenance issues. Over time this approach will 
yield more facility improvements in between larger capital projects. It has also been 
noted there was no functioning replacement plan for custodial and ground equipment. 
Unfortunately, equipment throughout the district is aging and in disrepair adding to 
expense to maintain old and outdated equipment. The current Director of Facilities is 
working on a long-term replacement plan to maintain operations. This plan will require 
funding to ensure the department is moving in the correct direction and the staff has the 
proper equipment and supplies. This will also reduce the money wasted on trying to 
maintain equipment that should be scrapped and recycled.  

 
d) TRANSPORTATION  

The District began the transition to an in-house transportation department in 2016-17 
school year. Prior to bringing the in-district operations in-house a private school bus contractor 
was used for all of the District’s primary school bus transportation needs. The District did 
maintain a limited fleet of small out of district buses in the period before the transition. 
In 2016-17 operations still required the utilization of a private contractor for 
approximately half of the total routes in place for student transportation inside and 
outside of the District. Since 2017-18, the District has been able to steadily reduce the 
reliance on outside contractors for transportation services. This transition has allowed 
the District to control costs in the department by negotiating union contracts and 
developing a comprehensive fleet replacement plan. At this point in the expansion, the 
department needs new facilities as the expansion of the department and transition plan 
developed in 2015-16 did not include the facilities in terms of maintaining the fleet of 
buses as they age. This cost will be in the form of a large capital project, so the impact 
on the long-range forecast will be in terms of debt service. The District needs to maintain 
a level amount of debt in the budget so this project should not negatively impact the 
general fund budget as any future debt coming off the books will be replaced by a project 
that will address the transportation garage. Long range planning can also be done to 
fund a capital reserve to finance the local share of the project in order to keep the tax 
levy low.   
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Forecasted Transportation Budget Increases – The contractual increase for 
private contractors will be established by the New York State Education Department in the 
spring. Typically, this increase generally follows the increase in CPI. For simplicity, a 2% 
measure will be used.  For in-house operations, the District will be following the long-
range fleet plan for capital expenditures which will be updated in February. As for the 
basic forecast in general a 2% increase will capture the operational expenses that align 
with the parameters utilized by the District. In addition, the model captures the purchase 
of buses in the 20-21 budget that is offset by the use of reserves to fund the related 
expense. In the 21-22 school year, following the long-term fleet replacement plan, the 
purchase of buses is reduced by $500,000 as the spend is stepped down to a level 
amount in this budget category going forward from 22-23 to the end of the ten-year 
plan. A more precise model will be used to project staff costs in accordance with 
contractual agreements.  
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G. DEVELOPMENT OF THE LONG-RANGE REVENUE BUDGET 

The major revenue assumptions that are included in the long-range revenue plan 
address the District’s major funding streams. The items include state aid, federal funding, 
sales tax receipts, payments in lieu of tax payments, interest earnings and the use of 
reserves and fund balance appropriations. 

A. State Aid 

The District’s State aid amounts are reviewed at multiple times throughout a 
school year. North Tonawanda state aid allocation is based on formulas created by New 
York State. Generally, these formulas consider the wealth of the District’s community, 
enrollment, and the actual expenses reported to the State from the previous school year. 

The District’s State Aid payment is the result of multiple aid categories that 
combine to equal the total aid payment. The major State Aid categories are: 

Foundation Aid – This is the largest aid category supporting public school 
district expenditures in New York State. The underlying principle for this aid is that 
school districts are expected to provide a minimum local contribution amount toward 
their educational cost. The State provides a per pupil amount of aid to assist districts 
with the costs associated with their educational program. The main components of 
the Foundation aid calculation consider district taxpayer wealth, taxpayer property 
wealth, number of students who qualify and/or receive free and reduced lunches and 
school enrollment. 

Excess Cost Aid – This aid is for students who are receiving special education 
services. The amount of aid received is based on the type of services provided to 
each student. This is an expense driven aid.  

Transportation Aid – This aid is for qualifying expenses paid by the District 
that are for school bus operations. Aid is not paid for athletic trips and field trips. 
There are restrictions on the payment of aid for minimum mileage distances 
between a school and a student’s address. This is an expense driven aid. 

BOCES (Board of Cooperative Education Services) Aid – The District 
purchases services from BOCES each school year. The use of BOCES services allows 
the District to participate in cooperative service sharing programs for specific items 
that would have a higher cost if they were purchased directly by the district. The 
State provides aid to the District for a portion of the cost of the BOCES services. 
This is an expense driven aid. 

Categorical Aids – Aid is paid for software, textbooks, library supplies, and 
technology hardware. The State sets a per pupil aid amount for each category. The 
total aid paid for each category is limited by total student enrollment and the actual 
expenses incurred in each aid category. 

Building Aid - The District receives building aid after it has completed a 
community approved capital construction project. The State reviews all project 
expenses and calculates an aid payable amount that is provided to the school 
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district over a fifteen-year period-of-time. The annual building aid amount will 
fluctuate each year based on changes in the aid payment timelines for each 
capital project. This is an expense driven aid. 

 
Forecasted State Aid – Typically, the forecast provides for a two percent (2%) 

increase in Foundation Aid each year. Due to the COVID-19 pandemic and economic 
distress across the nation and the globe, it was expected that state aid could see a 
significant decrease in 2021. At one point before federal aid was provided to state 
budgets, the possibility of a 20% reduction in school aid was a reality in 2020. 2021 also 
found a change in leadership in NYS and a renewed sense of a need to fully fund school 
districts. At the time of the development of this plan it is extremely difficult to determine 
how NYS will address the funding of schools given recent federal bills aiding states. The 
aid certainly helps but the state, nation, and globe are still in the midst of the pandemic 
at this time and uncertainty around the future remains.  

For this model the conservative but optimistic prediction would have state aid at 
a modest increase of approximately 2% in the 22-23. Federal aid should stabilize the 
NYS budget but it is still uncertain how the prolonged pandemic will impact state revenue. 
Most indicators do not point towards a pandemic recession but as inflation and logistics 
log jams persist there could be a significant negative impact on the economy that will 
take years to rebalance. Given these factors, any long-range model would continue to 
reflect a moderate 2% increase in aid from year to year.   
 
 

year. 

B. Federal Grant Funding 

The District’s grants totaled $1,895,622 in Federal funding for the 20-21 school 
 

Forecasted Federal Grant Funding – This forecast does not consider a 
scenario where the District loses Federal Grant Funding. 

 
C. Interest Earnings 

The United States Federal Reserve Bank’s interest rate policy impacts the interest 
rates paid by banks on their deposit balances. In 2020, interest rates plummeted and the 
funds legally utilized by the District are limited to investing in mostly treasuries which at this time 
have a very minimal yield. These rates are expected to climb in future but may take an 
extended time to recover. In general, this is not a significant source of revenue to the 
District so the forecast will be very conservative given in the period from July 2020 to 
November 2020 the interest earned on investments was only $5,217 for a five-month 
period.  
 

Forecasted Interest Earnings – Interest earnings do not change in the 
forecast. This revenue is budgeted at approximately 1.0% interest rate. 
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D. Appropriated Reserves/Fund Balance 

The usage of appropriated reserves and fund balance in school district budgets is difficult 
to understand because their use normally generates surplus at the end of the fiscal year. 
The New York State Comptroller’s comments on these surpluses further complicates the 
purpose and relationship for these very important financial items. The term fund balance 
may be defined as the total amount of revenue that exceeds the total expenses incurred 
by a district in a fiscal year. Fund balance may be allocated to various reserves and 
accounts based on New York State laws. When fund balance and reserves are appropriated 
as a revenue in the operating budget, it is done with an understanding that they are 
considered temporary revenues. In other words, once expended, there is no guarantee 
that the District will be able to provide the same amount of revenue from fund 
balance/reserves in future budgets. With this basic understanding of fund balance, it is 
important to answer the question as to why the District includes these items in its revenue 
budget? The use of reserves and fund balance in the District’s budget allows total revenues 
to equal total expenses and creates a balanced budget. As stated elsewhere in this report, 
at the end of each fiscal year the final revenues are reduced by final expenses. The 
calculation determines whether it has a surplus or a deficit. If the District has completely 
expended the appropriated reserve and fund balance amounts, it has created a deficit in 
its revenue budget for the next budget cycle. At this point in time, the District’s choices 
are to either address this situation by reducing expenses equal to the loss of the fund 
balance/appropriated reserve revenue or add new revenue from a new source. 

The fund balance and reserve plan implemented in the North Tonawanda budget allows 
these items to become appropriated as revenues with an understanding that the District 
will receive expenditure savings that will at least equal these appropriations each year. 
This process allows the District to meet unexpected expenses while stabilizing the revenue 
budget. This budgeting practice eliminates a revenue deficit situation from occurring when 
appropriating fund balance/reserves in its revenue budget. With this information it is 
important to answer the question: Why are fund balance and reserves appropriated in the 
budget? In addition to the potential for unexpected expenses due to winter weather, storm 
damage, student needs, and as in 2020 a natural disaster in the form of a pandemic, the 
District must recognize that it could see a reduction in State Aid during a school year. This 
situation has occurred in the past, and is still a possibility in the 2022-23 budget. The 
2021-22 budget appropriated $ 4,750,000 in fund balance and $700,000 in reserves to retire 
debt which is used to offset a loss of aid. The availability and use of these dollars safeguard 
the continuation of educational programs in the year of an aid reduction and allow the 
District to complete a detailed financial plan to address a revenue shortage in a subsequent 
budget year. 

Forecasted Appropriated Fund Balance and Reserves 

The financial plan continues to appropriate reserve amounts to support the 
revenue budget. The plan reduces the reserve appropriations and the fund 
balance appropriation over the time-period of the plan. The sustainability 
of the fund balance and reserve plan must be reviewed annually in order 
to address changing financial conditions and other economic pressures that 
are placed on the District’s finances. 



20  

E. Tax Levy 

The tax levy forecast does not exceed the projected tax cap amount in any year 
of the forecast. 

Forecasted Tax Levy – The 2022-23 tax levy increase is projected to be 
a 2% increase of the 2021-22 levy for the purposes of this model. 2% is 
based on the general tax cap formula framework.  

 
 
H. WHAT THE FORECAST SHOWS 

The revenue forecast shows an average annual increase of approximately 1% in 
actual tax levy and 3.3% in actual state aid from 2018 – 2021. The forecast utilizes a 
2% increase in these revenue streams based up the 2% tax cap metric for the levy and 
the decreasing state aid trend. State aid has steadily decreased since 2019 from 
approximately an 8% increase in 2019 due to the removal of the gap elimination 
adjustment (GEA) to a decrease in state aid of (3%) in 2021 due to the pandemic. The 
model illustrates the extreme volatility in state aid over the past four years, hence the 
moderate assumption of 2% for state aid.  At the time of the creation of this model, the 
preliminary estimate for 2022 is a modest budget surplus of approximately $250,000 
which aligns with the moderate actual budget loss in 2021 of ($134,904). Unfortunately, 
the true state of the NYS economy is still very much in question due to a prolonged 
pandemic event and rising inflationary metrics in the global economy. Other aid 
categories that make up total state aid will be analyzed in the more detailed models 
developed as the budget process plays out and a more refined figure is developed in 
the spring for the final budget. Many other state aid categories at this time are expense 
driven like transportation, BOCES, instructional materials, and technology. The state 
has mentioned a “fully funded” foundation aid formula in recent months but the North 
Tonawanda City School District is already fully funded using the foundation aid formula. 
If the state follows through with fully funding foundation aid, the District would not see 
a dramatic change in state aid this year like some other local districts may experience 
that are not yet fully funded since the GEA.  This continues to make it increasingly 
difficult to project or calculate these state aid in long range planning. The District may 
also look to move more salaries and benefits to grant funding by reducing or eliminating 
the funding of contractual, supplies, and materials in the grant projects to maintain 
programs supported by grant funding. The tax levy increase is assumed at 2 % each 
year but at this time given the tax cap calculation this figure could be higher or lower 
once the growth factor, CPI, and exclusions are calculated for each year. At this time, 
the District tax cap appears to be stable at around 2% each year on long range models 
currently in place. The total projected revenue for 2022-23 budget year is forecasted at 
$77,910,177 at a 2% increase in both tax levy and state aid based upon BUDGETED 
2022 estimates without consideration of appropriated fund balance or use of reserves. 

The expense forecast of the simplified long-range model utilizes at this time a 
very basic set of assumptions. Generally, the model is following the trend analysis since 
2018 to estimate future expenditures before any budgetary reductions implemented 
during the more detailed budget analysis and development. The purpose again of this 
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initial model is to provide context in the budget development process with a long-range 
forecast illustrating how current year budget decisions impact the long-term financial 
health of the District. The projected expenses for 2022-23 is forecasted at $79,474,724. 
The assumptions used in this model forecast a 2% increase in general support, 3% 
increase in instruction, 2% increase in transportation, 2% increase in benefits, and the 
actual debt service schedules currently in place. 

The 2022 long range model based on figures as of January 1, 2022 forecasts a 
budget deficit situation of $1,564,546. To balance the budget the District will need 
additional revenue or a reduction in the expense budget. This projection does not 
consider any budget reductions the District may achieve with breakage due to staff 
retirements, reductions to BOCES services, energy savings from the energy 
performance project, or other reductions identified in the budget process.  

Any reduction amount in achieved in the budget development process in 22-23 will 
provide relief in each year of the forecast going forward as a cumulative change to the 
forecast. If the budgets are balanced each year, there will be budget reductions 
occurring annually to address the deficits. These reductions are to be reduced from the 
cumulative deficit number in each future year of the forecast to arrive at that year’s 
actual deficit. 

The most important concept in this long-range plan is to determine whether 
future District budgets can be financially stable based on the projected receipt of new 
revenues against the projected increase in expenses. The closer the required budget 
reductions are to zero, the closer the district is to having a balanced budget each year. 
If the budget decreases are relatively small amounts, then the District is in a good 
financial position to support our education program in the future. It is important to 
emphasize that the forecast only includes program continuation expenses. The forecast 
and long-range plan does not include any program enhancements. 
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I. ANNUAL BUDGET DEVELOPMENT 

The District begins the budget development process each year in October when 
the Board of Education approves the budget development calendar. The budget 
development process includes a review of historical budget additions/reductions, 
presentations of the District’s financial condition, presentation of appropriated 
reserves/fund balance, presentation of reserve/fund balance planning, and the 
presentation of program increase items for the budget cycle. 

The District will present the first program continuation/required expense increase 
or long-range projection report to the Board of Education at a January meeting. The 
purpose is to project the expense increases that are associated with maintaining the 
District’s current educational programs. The Board of Education and the community 
receive updates to this report throughout the budget development process. Program 
enhancement presentations are then prepared and provided by program/department 
program directors detailing expense increases that are for new program initiatives or 
enhancements to existing programs. When the revenue budget is less than the 
expenditure budget, it is necessary to prepare a list of potential expense reductions. This 
process is critically important to the development of the proposed budget. In order to 
comply with New York State law, the Board of Education must finalize and approve a 
proposed budget in April of each school year. Following this approval, school districts 
across New York State must vote on their school budgets on the third Tuesday of May 
each year. Once the budget is approved by the voters in the community, the Board of 
Education may adopt the budget allowing it to be implemented for use in the next school 
year. 
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J. North Tonawanda Budgeting Practices 

The District’s budgeting process aligned with the development of comprehensive 
fund balance and reserve plan is directly responsible for protecting instructional 
programs and employment positions for the District if New York State reduces state aid 
to the District. If state aid is not reduced to the District and if the District removed the 
use of reserves and fund balance in its budget, there would be no impact to the District’s 
tax levy. The allocation of fund balance and use of reserves in the revenue budget do 
not result in the District over-taxing it’s community. 

The District must continue to recognize the fiscal reality that state budget 
reductions will occur in the future. This is especially true given the volatility in the NYS 
revenue budget during the COVID-19 pandemic. This type of economic turbulence is 
not an isolated event and has happened multiple times in the past and maintaining fund 
balance is the only available option that will protect the District’s core instructional 
programs. The other funding issue that the North Tonawanda City School District must 
be cognizant of is the potential change in the Foundation Aid calculation. This aid is 
being reviewed and it is possible that any changes made to the aid formulas may not 
benefit the District. The District could potentially see further aid reductions in expense 
driven categorical aid rather than the increases that are projected in the more detailed 
long-range financial plan. 

All of the items in this forecast are meant to highlight future budget scenarios. 
Utilizing the trended actual budget performance from the previous fours years to 
project out future budgets provides a more reliable framework for forecasting. As a 
result, the forecast reflects past, present, and potentially future budget performance. 
This report may be used as a reference tool during the budget development process 
but it is important to remember forecasts are subject to unpredictability based upon 
assumptions that are very general in nature. 
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K. ESSA REPORTING BUILDING BUDGETS 
 
Building-level financial transparency under ESSA will help those interested in 
education learn more about the equity and effectiveness of our federal, state, and 
local educational resources. It is critical that we maximize every dollar to provide the 
best opportunities and improve outcomes for our students. Fiscal transparency 
reports outline how much each school is spending per student and the source of the 
funds. These fiscal transparency reports were issued for the first time in 2020 for the 
2018-19 school year, and annual releases will be available after April 1st in each 
subsequent year. At the district level, they will inform conversations within districts 
about whether equitable resources are being provided at the school level. At the state 
level, these reports will help inform future Board of Regents State Aid requests and 
other policymaking decisions. 
 
2020 New York State School Funding Transparency 
 
Beginning with the 2018-19 school year, Education Law §3614—which was passed 
by the Legislature and became law as Chapter 59 of the Laws of 2018—requires 
school districts to “annually submit to the commissioner [of the State Education 
Department] and the director of the budget … a detailed statement of the total 
funding allocation for each school in the district for the upcoming school budget year” 
in a “form developed by the director of the budget, in consultation with the 
commissioner [of the State Education Department].” The New York State School 
Funding Transparency Form is the outcome of this process. 
 
Based on existing financial information that school districts already report to the 
State Education Department on a district-wide basis, the form seeks to capture 
school districts’ methodologies and/or rationales for school-level funding 
determinations, including funding from State, local, and federal sources. In addition, 
the form surveys school districts projected centralized district costs, school-level 
student and staff information, school-level allocations for various programs, and —if 
applicable— school-level allocations under any locally implemented funding formula. 
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SUMMARY 

It is important that the Board of Education, superintendent, and the community 
understand the methodology that supports this long-range plan. There are inherent 
difficulties in developing a financial report that attempts to project the future revenues 
and expenses of a school district. This report has highlighted the fact that the District 
has limited control over the amount of revenue increases it receives each fiscal year. 
Although the District controls the tax levy, it must adhere to the New York State tax cap 
calculation. Essentially, the tax cap calculation establishes the District’s tax levy each 
school year. 

On the expense side of the budget, we have seen that the greatest budget 
category is in the area of human resources. The ability for the District to control these 
expenses is limited to making decisions on continuing programs or reducing programs. 
New labor agreements do provide some opportunity to reduce budgets, however, 
bargaining units are not easily convinced that they should concede salary and benefit 
changes to the District. The District does review revenue challenges with bargaining 
units during contract negotiations and this information will continue to be a focal point 
of current and future labor-management discussions. The District does obtain cost 
savings throughout the budget by reviewing all budget categories. These reductions are 
normally minor compared to the total amount of salary and benefit increases that occur 
each year. 

The purpose of this report is to recognize that there are opportunities to gradually 
impact future budget development while understanding the interrelationship between 
the current budget cycle and future budget cycles. This is important because the 
decisions made during the budget development process do affect future budgets. The 
District does not want to add an item in one budget cycle only to reduce the same item 
in the next budget cycle. Additionally, it is important to differentiate between an added 
expense that will grow over time like salary and benefits compared to the addition of a 
fixed amount for the purchase of a specific item or capital improvement. Since the 
forecast does show that reductions must occur to balance future budgets, the District 
must select budget increases and decreases carefully. 

In summary, this long-range plan shows that if the District continues to 
proactively plan for changes in major expense categories, it will be able to create a 
balanced budget situation that will protect educational programs, staff employment, and 
facility infrastructure resulting in a fiscal equilibrium that will be supported by the North 
Tonawanda City School District’s community.
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