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Tonight’s Agenda

– Planning process

– General use

– Current reserves

– Employee Benefits Accrued Liability Reserve

• Timeline

• Balance calculations

• Next steps
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Reserve Funds: The planning process

• Saving for future projects, acquisitions and 
other allowable purposes is an important 
planning consideration for school districts

• Reserve funds provide a mechanism to save 
money to finance all or part of future 
infrastructure, equipment or other 
requirements
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Reserve Funds: General use

• Reserve funds provide a mechanism for:

–Reducing reliance on indebtedness to 
finance capital projects

–Provide a degree of financial stability by 
utilizing reserves as a budgetary option 
to help mitigate the need to cut services 
or to raise taxes
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Reserve Funds: General use

• In general, reserve funds have specific 
intended purposes and requirements as set 
forth in law.   

• There are different legal requirements relating 
to the establishment, funding, expenditure 
and dissolution of reserve funds.

• There are 11 different reserves accounts that 
may be used by school districts for specific 
purposes.
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Current Reserves

• At the current time, Garden City maintains 
the following reserve accounts:

– Workers’ Compensation Reserve

– Retirement Contribution Reserve

– Employee Benefit Accrued Liability Reserve 
(EBALR)

– Capital Reserve

EBALR is tonight’s focus.
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Employee Benefit Accrued Liability Reserve

Creation – This reserve was created on June 30, 2003. 

Purpose – This reserve is used to pay for unused 
accumulated leave time contractually provided to certain 
groups of employees, normally upon separation. This 
typically includes payment for unused sick and vacation 
pay. This fund cannot be used to pay for items such as: 
retirement incentives, FICA and Medicare payments, and 
retiree health insurance. 

Funding Methods – This reserve was funded from excess 
fund balance. Due to the current advice surrounding use 
of this reserve, there are no plans to place additional 
funds in this reserve.
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Employee Benefit : Use of reserve

• When GASB 45 was introduced, districts were 
advised that reserving for future liabilities created 
by GASB 45 in this reserve was appropriate. That 
guidance has since changed. As a result, a current 
analysis of this reserve would deem it 
“overfunded.”

• This reserve is used when an employee separates 
from the District and payment of accumulated leave 
is required in excess of appropriation. These 
transactions flow through the budget via a budget 
revision, with the offsetting revenue coming from a 
drawdown of this reserve. 
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Employee Benefit : Funding level

• This reserve should be funded at 100% of 
the accrued liability for unused 
accumulated leave time. 

• As of 6/30/16, the EBALR balance is 
$8,337,731.
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EBALR: Timeline
• 2009 - 2010

– NYS Comptroller’s audit comment that EBALR reserve was 
overfunded.  

– Meetings were held with auditors and attorneys and the district 
was advised that the excess EBALR could not be used to offset the 
tax levy, and must be used for its intended purpose or transferred 
to another reserve fund.

• 2012 - 2013
– February 2013, it was determined by our attorney that it is 

permissible to transfer funds from EBALR to a tax certiorari 
reserve.  This was going to be used to offset the potential liability 
connected with the 2013-2014 tax certiorari exposure if the 
County Guaranty was repealed.  

– Later in the school year, we were informed that the County 
Guaranty was upheld by the courts. Therefore, the tax certiorari 
reserve would not be needed.
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EBALR: Timeline
• 2013 - 2014

– The district was in negotiations with the CSEA unit. A retirement 
incentive tied to sick day accumulation was discussed.

– The district developed a reserve plan document as part of its long-
range financial planning.  We went back to research options for the 
excess EBALR funds.

– During the school year, we engaged in extensive discussions with 
counsel on the appropriate uses for the excess EBALR funds.

• 2014 - 2015
– During the school year, the district conducted further work on long-

range planning and worked closely with counsel to determine the 
steps in opening a capital reserve and partially funding it through 
transfer from EBALR.  

– In May 2015, Garden City voters approved a proposition to 
establish a capital reserve.  Funding for the reserve would come 
partially from fund balance and partially from the excess reserve.
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EBALR: Timeline
• 2015 - 2016

– In March 2016, the CSEA contract was settled which 
included a retirement incentive tied to sick days.  

– June 30, 2016 – An updated compensated absence 
analysis and calculation were completed.  This work 
was included in the 2015-2016 financial reports.

• 2016 - 2017
– Currently working with our attorneys to complete all 

requirements to close down the EBALR reserve and 
move excess to the Capital Reserve.

– Anticipate putting a resolution before the Board of 
Education to close out the excess reserve in December 
2016.
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EBALR – Excess Calculation

Reserve Balance @ 6/30/16 $ 8,337,731

Compensated Absence Liability @ 
6/30/16 $ 3,421,117

Overfunded portion $4,916,614
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EBALR – Next Steps

• We recently received guidance from our attorney 
outlining steps for the discontinuance of the 
reserve.
– Attorney confirmed that excess funds can be 

transferred in to certain other funds including a voter 
approved capital reserve.

– Board of Education President, as chief fiscal officer, and 
the Board’s attorney must sign a certification to 
confirm the excess.

– Board of Education will then pass a resolution that the 
EBALR is no longer needed.  Anticipate this will be 
done in December 2016.

– Excess balance will be transferred to capital reserve.  
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