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Executive Summary

Issues for Discussion


Two items are presented for discussion with the Members of the Subcommittee on Audits including:

1. Financial Condition of School Districts

2. Completed Audits

Reason(s) for Consideration


Update on Activities

Proposed Handling


Discussion and Guidance

Procedural History
The information is provided to assist the Subcommittee in carrying out its oversight responsibilities related to audits of financial and reporting practices; performance audits or reviews; ethical conduct issues arising from audits; internal controls; and compliance with laws, regulations, and policies.

Background Information  

1.
Financial Condition of School Districts – The Office of Audit Services (OAS) reviews the annual independent audits of all school districts in the State.  Information will be presented on the results of the review of the July 1, 2005 to June 30, 2006 financial statements.

2.
Completed Audits


Reports are provided as follows:

Office of Audit Services
VESID Albany District Office

VESID Mid-Hudson District Office

U.S. Department of Education - Office of the Inspector General
Hempstead Union Free School District

Office of the State Comptroller

Mineola Union Free School District


Buffalo City School District


Greater Southern Tier BOCES

Monroe I BOCES


Silver Creek Central School District


Webster Central School District


Lyons Central School District


Somers Central School District


Scarsdale Union Free School District


Patchogue-Medford Union Free School District


Salem Central School District


Heuvelton Central School District


Newfane Central School District


East Aurora Union Free School District


Gouverneur Central School District


Andover Central School District


Uniondale Union Free School District


Brunswick Central School District


Franklinville Central School District


Clarkstown Central School District


Marion Central School District


Niskayuna Central School District


Lake Placid Central School District


Cambridge Central School District


Westport Central School District


Lake George Central School District


Whitehall Central School District


North Greenbush Common School District


Fort Plain Central School District


Brewster Central School District


Pavilion Central School District


Byram Hills Central School District


Fabius-Pompey Central School District


Hudson City School District


Bedford Central School District


Washingtonville Central School District

East Moriches Union Free School District

Roosevelt Union Free School District

Enlarged City School District of Troy

Schenectady City School District

Liberty Central School District

Beacon City School District


South Country Central School District

Recommendation

For item one (Financial Condition of School Districts) and item two (Completed Audits), no further action is recommended. 
Timetable for Implementation


N/A

The following materials are attached:

· Roadmap

· Minutes of the March Meeting (Attachment I)

· Audit Report Abstracts (Attachment II)

	REGENTS SUBCOMMITTEE ON AUDITS

MEETING ROADMAP


	Date:  May 2007 

Time:  TBD
Location:  TBD

	TOPIC
	OUTCOME
	WHO
	MINUTES

	Opening Remarks
	
	Chair
	2

	Review Agenda/Minutes (Attachment I)
	Approval
	Conway
	5

	Follow-up on Previous Meetings
	Information
	Conway
	5

	Financial Condition of School Districts
	Questions Addressed
	Staff
	25

	Audit Report Abstracts (Attachment II)
	Questions Addressed
	SED and OSC Staff
	20

	Next Session
	Preview
	Staff
	3


Attachment I

MEETING OF THE REGENTS SUBCOMMITTEE ON AUDITS

March 19, 2007

Subcommittee Members in Attendance:
Regent Geraldine D. Chapey, Chair

Regent Arnold Gardner

Regent John Brademas

Other Members of the Board of Regents in Attendance:
Regent Roger B. Tilles

Discussion Items

Regent Chapey opened the meeting, and noted that Fordham University had hosted a workshop for New York City principals and Superintendents.  The purpose was to address accountability and financial leadership.  She and other Department staff spoke.  She noted there was a great deal of networking and sharing of information between the participants.

Follow-up items

The revised Statement on the Governance Role of a Trustee or Board Member booklet was distributed.

Regent Brademas moved to accept the minutes of the previous meeting and Regent Gardner seconded the motion.

Audits

The Subcommittee was presented with 12 audits issued by the Office of the State Comptroller (OSC):


8 School Districts


3 BOCES


1 Archives Partnership Trust

There was a discussion of the audit of the financial condition of the Roosevelt Union Free School District. Last May the Office of Audit Services (OAS) audit of Roosevelt containing 62 recommendations was released.  In September of 2006, it became evident that Roosevelt was in a fund balance deficit position, but the actual amount of the deficit was in question.  This information was brought to the attention of the Regents Subcommittee on Audits.  The Commissioner requested that OSC perform an audit of Roosevelt.  The OSC report was released in March of 2007.  The audit report confirmed the amount of the deficit and raised other concerns.

OSC staff made a brief presentation.  The audit found that Roosevelt ended 2005-2006 with a $6.1 million deficit and is facing a projected $6.2 million deficit for the current year unless adjustments are made before June 30, 2007.  This would result in a $12.3 million deficit over the two-year period.  

Some of the concerns raised in the OSC audit were:

· Roosevelt continues to over-project State aid revenue;

· They lack controls over expenditures, spending more than budget appropriations;

· There are no controls over purchasing and no Board approval of purchases;  

· They overspent when the money was not there; and

· These activities occurred with management knowledge.

The Commissioner responded that we will learn a lot from our experience with Roosevelt.  He has ordered $4.4 million in expenditure cuts. The Department will make sure the budget is balanced this year and by the end of the summer will have a short list of actions to be taken to address District finances.  Thirteen positions have already been eliminated and three experienced former Superintendents are looking at the budget for possible additional savings or revenue.

Regent Tilles commented that schools continually ignore audit findings. Districts on Long Island have the same findings over and over, and nothing changes.  OSC does not have the power to order change and is troubled because we are not doing it.

The Department’s Counsel, Kathy Ahearn, stated that she is meeting with the Deputy Commissioner of Operations and Management Services, Theresa Savo, to develop a closer working relationship between the OAS and the Office of Counsel. The goal of the collaboration would be to begin to develop a process to examine audit findings and assess if the department has a basis for directing further action.

A discussion followed on various approaches to dealing with school districts that have been identified, through audit or other means, as being deficient in some way.

Other Audits
Three Villages – There were problems with unapproved lifetime health coverage, meals and refreshments without documentation, unused cell phones, overtime costs, cost control weaknesses, and capital asset control weakness.  

Lakeland is spending down its fund balance.  They had a $4.2 million fund balance and decided to spend it down.  They experienced an unexpected $1.2 million expense so the spending down decision became problematic.  Chuck Szuberla conducts training on various topics such as proper handling of fund balance.

Archives Partnership Trust – OSC conducted a follow-up audit.  All recommendations had been implemented.

Attachment II

Audit Report Abstracts

Regents Subcommittee on Audits

May 2007

	Office of Audit Services

	Audit
	Major Finding(s)
	Recommendation/Response 

	VESID Albany District Office
Select Purchases for the Period May 1, 2002 - July 3, 2002
AI-0305-2

	$0 adjustment
The audit focused on purchases of photographic equipment for VESID consumers that were paid for several years after the equipment was authorized for the consumers’ use.  The audit found that documentation detailing the circumstances of the transactions was not available.  Additionally, in many cases, auditors were unable to verify that the consumer received equipment or partook in courses requiring such equipment purchases.  Furthermore, auditors found that consumer case files were destroyed prior to retention expiration; files did not contain documentation stating why vendor authorizations were backdated or if the consumer received the equipment; and authorizations were obtained that did not appear on the VESID database.
	4 recommendations

The report recommends that the VESID Albany District Office ensure compliance with records retention policies; require that counselors request consumer files from storage prior to initiating any new activity and to create a new case folder when one does not exist; and investigate the ability of District office staff to generate an authorization without creating a record on the VESID System.
VESID officials agree with the recommendations and have implemented corrective actions.

	VESID Mid-Hudson Ditrict Office

Select Purchases for the Period January 1, 2000 – June 30, 2004
AI-0504-3

	$0 adjustment
The audit found that in 11 of 22 cases, the consumers verified the receipt of various computer and electronic related items. Nine of them stated that a consultant had delivered the equipment and had installed it. In one case, the consumer’s mother verified that the customer had received the items from VESID, but she did not address the issue of delivery and installation. In the remaining ten cases, the consumers could not be located or did not return multiple messages left for them.

	18 recommendations

The report’s recommendations focused primarily on strengthening the policies and procedures regarding internal controls over the procurement and payment of goods and services.

It is recommended that documentation be established outlining the information that should be maintained in each case folder. Also, documentation should be developed to show that the goods and services that were purchased were in fact, received by the consumers. Finally, a policy should be developed establishing procedures for maintaining accountability over the goods.

VESID is in agreement with the report’s findings and they have since established controls, which should prevent these conditions from occurring again.

	U.S. Department of Education - Office of Inspector General

	Audit
	Major Finding(s)
	Recommendation/Response 

	Hempstead Union Free School District
Title I, Part A Non-Salary Expenditures
ED-OIG/A02-G0007
10th Judicial District


	$118,000 adjustment
The audit focused on the eligibility of just over $603,000 of Title I, non-salary expenditures.  Auditors found that the District personnel could not provide adequate support for $118,000 of the expenditures.  Unsupported expenditures included computer equipment, purchased services, Board of Cooperative Educational Services expenses, and supplies and material.  In addition, auditors found that over $3,000 of the expenditures were unallowable.  The District charged Title I for the purchase of a T-1 Internet line for the District’s business office, not for the benefit of District students.  Furthermore, the District paid for a conference registration fee and meals for a non-District employee using Title I monies.  Finally, auditors found that District officials did not keep track of Title I fund allocations for each school and that significant internal control weaknesses relating to computer inventory and purchasing exist at the District.
	11 recommendations

The report recommends that the District provide documentation for the unsupported expenditures, develop and implement an inventory tracking system for District computers, establish and implement adequate internal controls for proper review of payment documentation, and to ensure Title I expenses claimed on reports are accurate and supported.  The report also recommends the District return over $3,000 worth of unallowable expenditures; implement controls to ensure appropriate grants are charged; develop a system to identify federal funds on a per-school basis; and ensure staff is aware of applicable federal and state regulations.  Lastly, the report recommends the District provide financial accountability training to appropriate staff and develop written procedures regarding District fiscal control processes that all personnel must follow.

District officials agreed with the report’s findings and have begun to implement the recommendations.


	Office of State Comptroller

	Audit
	Major Finding(s)
	Recommendation/Response 

	Mineola Union Free School District
Internal Controls Over Financial Operations
2006M-108
10th Judicial District


	$0 adjustment
The audit observations effected $3,164,000 in District funds. It was found that the Board did not effectively monitor the District’s financial operations, had not established critical internal controls, or controls that had been implemented were improperly designed or operating ineffectively. 

Nineteen payments from one account were tested, and six (totaling $95,275) were identified as extremely questionable. 

More than $1 million was identified in questionable, excessive or inappropriate expenditures due to poor procurement procedures ($492,721), unapproved costs to an insurance agent ($1,154,221), and inappropriate health insurance costs to non-employees ($152,000). 

There were also weaknesses in the District’s process for awarding professional service contracts. Four out of five contracts were awarded without the benefit of competition ($1,601,092). 

The report also identified needed internal control improvements over budget transfers, equipment inventories, leave accruals and overtime payments.

	25 recommendations

The report’s recommendations emphasize the importance of strengthening policies and procedures in Board oversight of the Microband account, questionable costs, professional services contracts, payroll and internal controls. 

The report recommends the District continue to investigate the unaccounted for amount in the Microband account and recover funds if possible. Also, award contracts only after soliciting valid proposals from vendors. Additionally, the District should investigate irregularities in the selection of contractors for the projects identified in this report and pursue monetary recoveries if appropriate. 

All service contracts should be approved and should adhere to the General Municipal Law. Also, health coverage should not be awarded to independent contractors and the Board should adhere to Civil Service regulations when hiring. 

The report also recommends the Superintendent submit all budget transfers in excess of $5,000 to the Board for approval.

Lastly, the report recommends the Board supervise time records and establish a procedure for overtime authorizations. 

District officials generally disagreed with the audit, which they believe focused on past problems and did not give them credit for having acted to implement many of the recommendations.

	Buffalo City School District

2006M-109

8th Judicial District


	$0 adjustment

The audit observations effected $7,624,766 in District funds. The Board found that 30 payments (totaling $6.3 million) to two vendors were not based on a contract executed between the District and either vendor. The work was not sufficiently itemized and in certain instances the District paid the vendors before they provided their services. 

It was also found that for a number of programs, the District did not document specific deliverables to indicate the level of service they expected to receive.

The largest payment to one vendor was for NYLearns, and totaled $739,237. No specific services were identified for this payment other than continued development of the website and its content. 

The District also paid one vendor $585,529 in October 2003 from grant proceeds. The officials were unable to provide documentation of the services that the District received.
	5 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding the handling of professional services.

The report recommends the Board engage professional service providers only pursuant to written contracts in which the District and provider agree to specific services to be delivered, a timeline, compensation for each service and the timing of payment.

Also, the report recommends officials should routinely monitor the activities of professional service providers and for all major initiatives, officials should prepare periodic status reports.

Finally, the report recommends the claims auditor review all claims prior to payment and District officials should establish the level of services provided by the two vendors.

The District officials agreed with the report’s findings and have made significant improvements to ensure compliance with Board policies.



	Greater Southern Tier BOCES

2006M-118

7th Judicial District
	$0 adjustment

BOCES personnel had unlimited access to all school district’s networks and financial applications that they service. Furthermore, BOCES personnel had administrative rights on the financial systems application, giving them the ability to access all modules within this application. 

BOCES personnel print checks for certain school districts using signature keys stored under the control of the Operations Communications Specialist. There is no requirement that the treasurer from the school district oversee the printing of the checks.
	2 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding computer security. 

The Board should ensure that user accounts be set up to allow only the minimum access rights the user needs to complete their duties. Also, signature disks should remain under the control of the school district treasurer at all times.

The District officials agreed with the report’s findings, and have since taken the appropriate measures to ultimately strengthen the operations and procedures of the District.

	Monroe 1 BOCES

2006M-119

4th Judicial District


	$0 adjustment

It was found that BOCES personnel had unlimited access to the school district’s financial accounts systems and had the ability to enter into the financial systems remotely at any of the school districts it services. They can also make data changes without any supervision. BOCES employees are also not required to annually review and acknowledge the Acceptable Use Policy.

Additionally, BOCES officials do not systematically monitor access logs in its server room. They have also not developed a written disaster recovery plan with describes how an organization will deal with a potential disaster. Finally, they do not have written contracts with the school districts that it supplies technology assets to.


	3 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding the use of internal controls and computer security.

The Acceptable Use Policy is contained in the Employee Handbook, and the Board should ensure that it is distributed when an employee is hired, and employees should be required to sign for receipt of the handbook.

The Board should implement a disaster recovery plan that would consist of precautions taken so that the effects of a disaster will be minimal and the organization will be able to either maintain or quickly resume mission-critical functions.

The Board should also establish a written contract that would spell out the rights and responsibilities of each party in regards to ownership, maintenance and disposal of technological assets. 

The District officials generally agreed with the report’s findings and the proper measures have since been taken to ensure that each previous concern was addressed.

	Silver Creek Central School District

Selected Financial Activities

2006M-137

8th Judicial District


	$0 adjustment

The report found that the Board has not established adequately designed internal controls over the audit, processing and payment of claims. 

The District also failed to take the necessary steps to ensure that claims are adequately audited before they are paid. A review of the District’s credit card transactions disclosed deficiencies in the reviews and approvals of the claims auditor, purchasing agent and other departments.

Finally, the Board did not adequately segregate the duties of the claims auditor from the District’s business and purchasing functions. Additionally, the claims auditor position does not adequately address the processing of claim vouchers, purchase orders or credit card bills.


	8 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls and the processing and payment of claims.

The report recommends that the Board properly monitor payments and benefits provided to employees to ensure they are in compliance with employment contracts. Claims should be accurate and detailed to ensure a proper District charge. Duties and responsibilities should be segregated to ensure accuracy, and lastly the Financial Program System provider should be contacted when necessary to explore what actions need to be taken to monitor unauthorized system activity.

The District officials have agreed with the report’s findings and all recommendations have been discussed. As a result, the officials have indicated that they plan to initiate corrective action immediately.

	Webster Central School District

Selected Financial Activities

2006M-166

4th Judicial District


	$0 adjustment

The report found that the Board has not effectively addressed the safeguarding of computer data by establishing appropriate control policies and procedures. District IT equipment was inspected and it was noted that most of the servers were located in community rooms where anyone has access, and without temperature controls.

It was also found that the District does not require passwords to be changed periodically or require applications to time out after a certain period of inactivity. This could lead to an unauthorized user’s ability to access the District’s computer system. 

Also, while the District does have some data backup tapes (in case of an emergency), they are located in community rooms with the servers, and as a result, sensitive information can easily be obtained by anyone.
	3 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding physical access controls, network passwords and backup/disaster recovery.

The report recommends the Board adopt policies and procedures to restrict the physical access to its IT system and establish strong network access passwords.  The report also recommends the periodic changing of passwords and the requirement of a session to automatically terminate after a period of inactivity. Finally, the report recommends the Board adopt contingency plans including disaster recovery and computer backup. 

The District officials generally agreed with the report’s findings, and they have since implemented several polices and procedures which address the previous concerns.



	Lyons Central School District

2006M-168

7th Judicial District


	$0 adjustment

The audit found that the District’s controls over the financial management system were not operating effectively. As a result, District assets are not properly safeguarded. The report identified weaknesses in internal controls over the financial management system. The duties and access rights for various users of the system have not been sufficiently segregated and multiple copies of the treasurer’s signature disk are not password protected.

In addition, management does not monitor system use or activity, or ensure that complete and independent bank reconciliations are performed. The report also found that District personnel are routinely filling out purchase orders after the goods have already been ordered. Furthermore, the Board was not diligent in monitoring the District’s budget status reports to ensure there were no over-expenditures.
	8 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding the financial management system and procurement processes. 

The report recommends that the District properly segregate employee duties and the financial accounting programs. Also, the treasurer should closely monitor who has access to his or her signature for transactions. 

Finally, the report recommends District claims be sufficiently documented and detailed, confirming purchase orders be limited to emergencies only and that there is a reasonable dollar amount placed on all budget transfers, to be authorized by the superintendent. 

The District officials generally agreed with the report’s findings, and informed the auditors that the proper measures have already been taken to implement the recommen- dations.



	Somers Central School District

Selected Financial Activities

2006M-170

9th Judicial District


	$0 adjustment

The audit observations effected $374,654 in District funds. It was found that there were instances in which the Board had not established adequate internal controls over payroll, purchasing, claims processing and information technology. The District hired a retired individual as a school monitor for $23,793 more than required by the collective bargaining agreement for the period of September 2000 through June 2001.

The District then classified the individual as an independent contractor.  Based on the job description for the position, the individual is not an independent contractor. As a result, the District could be liable for payroll and federal withholding taxes paid which could be as much as $135,229. In addition, the District could be liable for the 2006-2007 year payroll and federal withholding taxes, which could amount to an additional $11,219.

The report noted that the District hired an athletic trainer as an independent contractor, and obtained legal services without requesting written proposals. From 2004 to 2006, the District paid a total of $203,413 for these services. 

The report also found the District has not adequately segregated duties in that there are two payroll clerks who have full access to all functions of the payroll software, including adding new employees and changing salary rates. Furthermore, the individual who is responsible for making all school lunch purchases was also the District’s claims auditor. The report also identified two payroll clerks who share their passwords.
	5 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls over payroll, purchasing, claims processing and information technology.

The report recommends that upon hiring, the Board ensure that all employees are properly classified in job titles that match their duties. District officials should review IRS guidelines and ensure classification of all future independent contractors, and finally, payroll duties should be segregated. The report also recommends the Board seek competition when acquiring professional services, secure all passwords, and prohibit sharing.

District officials generally agreed with the report’s findings and have been proactive in addressing many of the audit findings noted. The District has since adopted policies and implemented controls con-cerning information technology, hired an independent claims auditor, and have terminated their contract with the independent contractor.



	Scarsdale Union Free School District

Selected Financial Activities

2006M-171

9th Judicial District


	$0 adjustment

The audit observations effected $395,056 in District funds. It was found that District officials did not appoint an individual to track capital assets or ensure the accuracy and completeness of District asset records.

In June 2005, 30 items were tested on the vendor’s disposal report and eight items were found (totaling $14,632) that should not have been on the report because they were still being used by the District. In addition, the physical inventory taken by a vendor was $380,000 less than the District’s financial statement at June 30, 2005. This difference was not reconciled or investigated by District officials. 

The audit’s examination of credit card payments found instances where the District did not have detailed receipts to substantiate the expenses and did not process credit card payments in a timely manor, thus resulting in the assessment of late fees and finance charges to the District, totaling $424.
	8 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding capital assets and claims processing.

The report recommends that District officials develop a comprehensive capital asset policy that communicates manager objectives and establishes the minimum value of assets to be tracked for inventory control. The report also recommends the Board designate an individual to be responsible for tracking capital assets. Lastly, asset disposals should be documented and authorized. 

The report recommends the Board amend it’s meal policy to limit meals and refreshments to those meetings where it is necessary for attendees to miss regular meal times in order to complete business. These occasions should be documented, and list why it was necessary to provide a meal during each meeting. Lastly, travel claims should be documented and the Board should monitor credit card claims and process them in a timely manor.

The District officials generally agreed with the report’s findings, and indicate they plan to take corrective action.

	Patchogue-Medford Union Free School District

2006M-172

10th Judicial District


	$721 adjustment

The audit observations effected $4,356,167 in District funds. The general fund’s unreserved fund balance deteriorated from a positive balance some time prior to the 2003-2004 year to a fund deficit of $4 million as of June 30, 2005. The Board and District officials failed to regularly provide the Board with reliable financial data and prepared financial statements that did not include accrued liabilities in the general fund. Taxpayers also must now pay for the issuance and interest costs associated with $6 million in deficit financing bonds.

The Board also failed to establish adequate internal controls over financial operations. The Board did not appoint a knowledgeable person to oversee and coordinate the District’s $149.7 million capital project to help ensure the District received project-related goods and services. Also, 30 original claim vouchers totaling $3.5 million were unavailable for examination. In addition, purchases totaling $344,171 were not competitively bid. 

It was also found that seven invoices, totaling $1,159 for goods, were shipped to a non-District address.

The District also paid $510,837 to four professional service providers without the benefit of a written agreement, and paid a total of $761,384 to four professional service providers without seeking competition.


	25 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding control environment, claims processing, procurement, computer, controls, and the treasurers office.

The report recommends the Board develop a multi-year financial plan to eliminate the general fund deficit and cash flow problem. Also, the Board should ensure that those responsible for the financial operations of the District competently carry out the duties of their positions. 

The report also recommends the Board assign an official or employee to serve as a project coordinator for every capital project. The Board should maintain written documentation of all purchases and public work contracts. It should also be determined whether or not the District ever received the $1,159 in hardware supplies that were delivered to an off-site location. 

The report recommends a significant reduction of the use of confirming purchase orders. In addition, purchasing policy provisions and general laws should also be followed by soliciting competitive bids.

Finally, the report recommends the Board establish a policy requiring proper security for check stock, and assign the treasurer the responsibility of implementing the policy. The treasurer should also take steps to ensure that computer generated checks can only be issued in numerical order and he or she should also audit receipt books periodically and maintain continuous control over them. 

The District officials generally agreed with the report’s findings and indicated they plan to take corrective action.

	Salem Central School District

Selected Financial Activities

2006M-173

4th Judicial District


	$0 adjustment

The audit found that the District does not have a comprehensive IT policy that adequately addresses all major areas of IT operations. Also, the District is not following the guidelines of the Acceptable Use Policy, related to passwords. The audit found that in several cases, passwords did not contain the proper amount of characters, are not changed often enough, and in some instances, are shared. In addition, the treasurer often uses the administrator’s password even though she is not the administrator, and the District clerk uses the treasurer’s password in order to access her own personal computer.

The report also indicated that the controls governing the District’s computer system user rights have not been adequately established. Some students also have access to at least one of the classroom computers that is not equipped with software designed to limit entry into restricted program areas.

Lastly, the District has not yet implemented a disaster plan, to prevent the loss of computer equipment and data.
	4 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls over information technology. 

The report recommends that the Board develop a comprehensive IT policy including data backup and disaster recovery. In addition, passwords should be complex and changed frequently. Finally, all District officials should both be familiar with the implemented policies and ensure that all computers are configured to restrict user access to unauthorized areas.

The District officials agreed with the report’s findings. They have submitted a Corrective Action Plan, which states that they have adopted the report’s recommendations and are working toward addressing all previous concerns.



	Heuvelton Central School District

2006M-177

4th Judicial District


	$0 adjustment

The audit observations effected $212,000 in District funds. The audit found that as a result of several internal control deficiencies, District assets are at risk because in the current environment, errors and irregularities can occur and go undetected. For example, the District’s treasurer does not maintain adequate control over his signature and does not directly supervise the signature process. The District checks are computer generated with the treasurer’s signature imprinted on them. 

The report also noted that the BOCES, which processes the District’s financial transactions, has no formal written computer policies relating to computer use and they do not regularly update or change passwords. 

The District has inadequate policies governing procurement, travel expenses and advances. 

The Board has not yet provided District staff with any formal written policies or procedures for the payroll process for the District. There is also no process for verifying the fringe benefits, work schedules or compensation for non-union department heads because compensation issues were not in writing.

Finally, the report found that the District’s capital asset inventory records do not include all District assets. As a result, vehicles worth approximately $212,000, though covered by insurance, were not reflected in the inventory records.


	19 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding treasury controls, computer security, claims auditor issues, capital assets and payroll. 

The report recommends that the treasurer maintain complete control of his signature and review all checks prior to distribution. Images of both sides of each check should be returned with the monthly bank statements and BOCES should make necessary program changes to prevent duplicate checks.

The report also recommends the claims auditor ensure that purchases are made in accordance with District policies before approval, and the Board amend their travel policy to clarify responsibility for approving the Superintendent’s travel. Also, the current travel advance policy should be amended to include all employees.

The report recommends the District have written payroll policies and procedures, and necessary steps should be taken to prevent any unauthorized compensation received by bus drivers. The report also recommends the District ensure that leave time benefits are awarded per written contract or agreement and time sheets approved by someone in a supervisory capacity.

Finally, officials should perform a periodic inventory and ensure that all District assets that meet the criteria for capital assets are included.

The District generally agreed with the report’s findings, and many of the necessary steps have since been taken to amend any noted concerns. Those items that have not yet been addressed are now undergoing the process.

	Newfane Central School District

2006M-182

8th Judicial District


	$0 adjustment

The audit observations effected $53,501 in District funds. The auditors tested 12 laptop computers and 8 of the 12 that were tested were used for personal purposes such as pornography and online dating. Given the nature of the pornographic files found on the computers assigned to two Board members, the auditors referred this matter to the Niagara County District Attorney. The DA’s office confiscated all three computers for further testing. 

It was also found that a former Board President inappropriately served as an intern to the Superintendent while at the same time serving on the Board. While serving in both roles the individual participated in the process leading to approval of the Superintendent’s new employment agreement. The new employment agreement increased the annual cost to the District by over $44,000 (34 percent) in one year. 

Further, 7 of the 20 pieces of electronic equipment tested could not be located, with a cost of $5,517, and the District officials had no documentation verifying that this equipment had been disposed of. Officials did not establish adequate controls to protect fuel inventories and the audit found that a contractor owed the District $3,984 of fuel inventory.


	15 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding improper district computer use, lack of independence, capital assets and fuel inventory.

The report recommends the Board revise and strictly enforce its Acceptable Use Policy to address personal use of the District’s computer resources. Administrator privileges should be established, allowing only the aministrator to install software onto the computers. Lastly, all computer equipment should be routinely inspected to ensure proper use. 

The report also recommends the Board not appoint any of its members to serve the District in any other capacity without first seeking legal advice. 

The report recommends inventory records should properly account for all capital asset disposals. Routine physical inventories of capital assets should be conducted and assets should be safeguarded from loss or inappropriate use. Additionally, asset disposals should be authorized by the Board and documented.

Lastly, fuel records should be regularly monitored, fuel pumps calibrated on a routine basis, the miles per gallon conversion factor should be used to ensure appropriate purchasing, and the contractor should reimburse the District for any fuel purchased for non-District use.

The District officials generally agreed with the report’s findings, and indicated they plan to take corrective action.

	East Aurora Union Free School District

Selected Financial Activities

2006M-183

8th Judicial District


	$0 adjustment

The audit observations effected $294,634 in District funds. The audit found deficiencies with respect to claims processing, a transportation contract and separation payments. The audit found that one individual was receiving payments for services without a written contract or agreement stipulating the terms and conditions for the services to be provided. The District paid this individual $97,695 between 2004 and 2006. In addition, the audit also found that 19 claims totaling $20,024 had no or insufficient documentation; 6 claims totaling $12,034 did not have properly approved requisitions; 11 claims totaling $10,954 did not have appropriate departmental approval; and 7 claims totaling $15,035 were for improper or questionable purposes. 

The audit also found that between 2004 and 2005, the District spent $167,874 on fuel to provide student transportation. However, the necessary amount was only $46,982 (28 percent) of the total cost. The audit showed that the fuel contractor could be receiving a tax benefit of $24,000 from the District's purchase of excess amounts of fuel by allowing the contractor to purchase this excess fuel from the District. In addition, the District does not monitor the actual fuel used by the contractor or receive adequate documentation to verify the accuracy of the amounts used, reported by the contractor. 

The audit reviewed 14 separation payments made during the audit period totaling $182,667 and found that 6 payments, totaling $18,000, were not in accordance with the appropriate employment contracts. The District made these payments to employees as retirement incentives.
	15 recommendations

The report's recommendations focused on strengthening policies and procedures regarding written and approved contracts for services being provided to the District, adequate documentation of proper business charges, and general standards of good internal control. 

Furthermore, the report recommended a Board member reimburse the District $386 for non-work related expenses, the District recover $835 from two overpaid employees and that the District only pay for claims that are within the Board's policy guidelines. The report also recommends that all payments for fuel should reflect actual usage and that the District should reasonably limit the amount of fuel purchased and delivered. Finally, it is recommended that the New York State Office of General Services and the New York State Department of Taxation and Finance should be contacted regarding the re-sale of fuel.

The District officials generally agreed with the report’s findings, stating that the auditor's recommendations will be implemented, identified errors will be corrected, and continued supervision of such new policies will be carried out.

	Gouverneur Central School District

2006M-191

4th Judicial District


	$0 adjustment

The audit observations effected $20,061 in District funds. The audit found a conflict of interest involving a Board member, and weaknesses in the District’s computer controls over cash disbursements. A Board member had a prohibited conflict of interest in contracts with the District. The Board member has a 33 percent ownership interest in a company that the District paid $3,957 for tires and related services. The Board member resigned from the Board on January 30, 2006.

It was also found that the computer system allows District personnel to make changes to vendor files after checks have been processed. While the computerized accounting system has the capability to track changes and create change reports, the audit found that District management did not use this internal control feature to monitor the accounts payable or payroll functions. 

Lastly, the auditors attempted to physically view 34 items listed in the District’s capital asset records. District officials could not find 15 of these items, which included computers, televisions, printers, a digital camera, and a VCR.
	5 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding cash disbursements and capital assets. 

The report recommends controls be established to ensure that the District does not enter into contracts in which an officer or employee has a prohibited interest. Also, procedures should be established to ensure that District officers are aware of requirements pertaining to interests in contracts with the District. 

Lastly, the report also recommends the Board ensure compliance with its capital asset policy and develop procedures for proper recording of the disposal of District equipment.

The District officials generally agreed with the report’s findings, and have already addressed most of the concerns that were noted in the report. Those, which have not yet been amended, are currently in the process.

	Andover Central School District

Selected Financial Activities

2006M-192

8th Judicial District


	$0 adjustment

The audit examined the physical existence of 15 items listed on the March 1, 2005 inventory record. Three of the items were not recovered, and were valued at $4,108. Certain items listed also lacked complete descriptions. Two had no cost listed and four had no serial number. None of the 12 items had a number tag that identified the item as a District asset.
	2 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls over capital assets.

The District officials generally agreed with the report’s findings, and stated that each of the recommendations has since been addressed and corrected.



	Uniondale Union Free School District

Selected Financial Activities

2006M-197

10th Judicial District


	$0 adjustment

The audit observations effected $599,507 in District funds. The audit found that District officials did not solicit RFPs when they awarded contracts to an advertising firm and two therapy firms for a total of $599,507 between 2005 and 2006. As a result of the report findings, the District subsequently entered into a contract with BOCES to provide the same advertising services. Had the District used the RFP process to award the advertising services contract for 2005 and 2006, it could have saved $127,432. 

Also, District officials did not adhere to the terms of a security contract and paid a security firm $66,128 more than the contracted amount, without preauthorization by the Board to extend the scope of the services.

 In addition, the report found that District officials did not exercise appropriate supervision over inter-bank transfers. Officials also did not ensure that bank reconciliations were carried out in a timely manner, and the treasurer also failed to submit his monthly reports to the Board on time.
	7 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding contracted services and the District’s Business Office. 

The report recommends the District officials ensure that District personnel use the RFP process to secure professional services. 

District business officials should review all wire transfers, ensure that the District accountant completes all bank reconciliations in a timely manor and that the treasurer submits required reports to the Board on a monthly basis.

District officials generally agreed with the report’s findings and have recently taken many of the necessary action that were recommended in the report.



	Brunswick Central School District

Selected Financial Activities

2006M-199

3rd Judicial District


	$0 adjustment

The audit observations effected $20,246 in District funds. It was found that the District does not have written Board-approved compensation and benefit agreements for ten active and three former employees. There was no Board approval for payments made for benefits provided to these individuals. Four of these individuals were paid a total of $17,322 for health insurance buy-outs, unused vacation and sick leave, and severance pay without any Board authorization. 

The District’s payroll clerk’s duties are not properly segregated, and the audit noted material errors occurring in the payroll process. The District also does not maintain perpetual inventory records for gasoline and diesel fuel. 

The audit noted significant weaknesses in fuel inventories as well as inadequate controls over the fuel billings for State users of the District’s fuel dispensing facility. For example, the report found that from July 2005 through April 2006, the transportation supervisor over-reported the number of gallons used by State agencies by 1,187 gallons. Consequently, the business office over-billed these agencies by $2,924.
	8 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding payroll internal controls and fuel inventory. 

The report recommended any benefits to be received by employees not covered by a contract, should be properly documented. The District should segregate all payroll duties and ensure that only preauthorized changes can be made to an employee’s payroll data.

The report also recommends access to fuel keys should be restricted when not in use and the transportation supervisor should maintain an accurate record of the fuel gallons on hand. Any discrepancies should be noted and rectified. 

The District officials generally agreed with the report’s findings, and they have informed the auditors that the District is aware of those areas which caused concern. As a result, the necessary steps have been taken to correct them. The District did, however, express that they were aware of, and corrected the payroll errors before the audit began.



	Franklinville Central School District

Internal Controls

2006M-204

8th Judicial District


	$0 adjustment

The audit observations effected $136,035 in District funds. It was found the District has not segregated incompatible duties or taken the necessary steps to ensure an adequate audit of claims before they are paid. 

Furthermore, the Board and the superintendent were not aware that the business executive had established a credit limit of $400,000 and that the cards were used to purchase over $900,000 in goods and services during 2004 and 2005. In reviewing an additional 38 credit card purchases, the audit found one or more of the same deficiencies in virtually all 38 purchases. For example, 35 of 38 credit card purchases, totaling $136,035, did not have prior departmental approval.


	4 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls over auditing, processing and payment of claims. 

The report recommends that the Board appoint a claims auditor, independent of District business functions. The report recommends the Board establish comprehensive written policies to ensure that credit card purchases are properly documented, only the claims approved for payment are listed in the amounts approved, and that no money is paid out by the District treasurer except on the warrant of the claims auditor. Finally, the report recommends the board review and reduce the combined and individual credit limits of District credit cards.

The District officials generally agreed with the report’s findings, and since September 1, 2006, all measures have been taken to implement the recommen-dations included in the report.

	Clarkstown Central School District

2006M-205

9th Judicial District


	$65,424 adjustment

The audit observations effected $23 million in District funds. The audit found that the Board did not adequately monitor or enforce District budgeting policies and procedures. As a result of the poorly developed 2005-2006 budget, the District had over $4.7 million of year-end budget transfers. The transfers included legal services, interest on outstanding debt, interscholastic bus service charges and office expenses. 

Although the District is currently in sound financial condition, inadequate Board oversight and poor management practices could lead the District into financial difficulties in the future. 

The audit also found District officials did not comply with the Board’s purchasing policies. Officials expended approximately $18 million without using purchase orders as required for purchases. Officials also paid over $161,000 to vendors without utilizing competitive bidding. These purchases included hardware, automotive parts and windows. In addition, they also paid approximately $844,000 for professional services such as engineering, legal and architectural. 

District officials paid five vendors over $205,000 without the benefit of written contracts. These payments included those to a consulting firm, and also to an architect and an internal claims auditor.
	18 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding budget transfers, competitive bidding, request for proposals and purchase orders. 

The District agreed with some of the recommendations in the report. The District claims that the Board was aware of and did approve budget transfers in August 2005. Finally, in response to purchasing from vendors, the District claims that it had to act quickly when purchasing windows for the well-being of the student and staff members.



	Marion Central School District

2006M-206

7th Judicial District


	$0 adjustment

The report disclosed weakness with respect to the District’s claims audit process and the controls over the computerized financial management system. The Board did not audit claims for payment, nor did the Board appoint a claims auditor to perform this function. 

The use of information technology fundamentally affects the way in which transactions are initiated, recorded and processed. The report showed control weaknesses with respect to user rights, electronic signatures and audit logs. 

There was also an improper segregation of duties pertaining to the treasurer and the accounts payable clerk. The accounts payable clerk had access to the treasurer’s signature and had the ability to print checks. There was no supervision by the treasurer. The treasurer’s signature was also accessible to anyone who had access to payroll modules and thus had the ability to sign and print checks without supervision.
	2 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding claims processing and the financial management system. 

The District officials agreed with the report’s findings and indicated that corrective actions have or will be taken.



	Niskayuna Central School District

Selected Financial Activities

2006M-208

3rd Judicial District


	$0 adjustment

The audit observations effected $77,587 in District funds. The audit found deficiencies with respect to claims processing, insufficient credit card documentation and fuel cost accountability.

It was found that controls over payroll and personal services are not adequate to protect the District’s assets. Neither the Board nor District officials have yet established policies or procedures to ensure that all separation and leave payouts are in accordance with individual employment contracts and collective bargaining agreements. The auditors determined that during the 2004-2005 and 2005-2006 school years, the District paid the Assistant Superintendent for Business, the Assistant Superintendent for Instruction and the payroll supervisor a total of $17,112 for vacation days that were not authorized in the individual contracts and collective bargaining agreements. 

Additionally, the audit found that the District has not established adequate internal controls over claims processing. As a result, the District paid claims for such items as travel expenses, that did not contain adequate documentation and therefore were not determined whether legitimate or not ($7,047).

It was found that the District is also not processing credit card payments properly because the claims auditor does not audit the credit card payments. As a result, the District made these payments with insufficient documentation ($50,928). The audit also found that the District failed to get full reimbursement for a retirement dinner held for a member of the Board. 

Finally, the District does not have adequate internal controls to protect its inventory of unleaded fuel. As a result, the District could not account for over 1,250 gallons of fuel with an approximate value of $2,500.
	5 recommendations

The report's recommendations focused on strengthening policies and procedures regarding unused vacation leave by ensuring that buyout payments for unused vacation leave are made in accordance with collective bargaining agreements and by improving the clarity of the language contained in the secretarial contract.

In addition, the report recommends the District conduct a proper audit to ensure claims are properly handled and processed, monitor and enforce compliance with adopted policies and procedures, and finally the District should annually review and update the master lists for credit card usage.

District officials generally agreed with the report's findings and emphasized that many of the recommendations have been implemented since the report has been issued. Some of the implemented recommendations include, full reimbursement for all retirement dinner costs, certain revisions of the unused vacation policy, and the credit card master list has been recently updated.



	Lake Placid Central School District

Selected Financial Activities

2006M-213

4th Judicial District


	$0 adjustment

The audit observations effected $432,900 in District funds. During the 2004-2005 voter-approved budget the Board levied $190,000 more than necessary and also the Board did not monitor the budget closely and overspent budget appropriations by more than $240,000.

There were also weaknesses in the District’s controls over claims processing. The auditors selected 160 claims and found that all of them had been paid prior to review by the claims auditor. In addition, supporting receipts were not available to verify whether or not the credit card purchases were appropriate. 

The District had no written policy concerning payroll processing, which resulted in the payroll clerk developing her own informal procedures. Instances of incomplete and inconsistent employee time records were also noted.

Furthermore, there is inadequate segregation of duties for processing payroll and the Board had also not yet adopted policies for the extra-classroom activity fund. It was noted that payments were made out of the fund without adequate documentation, and $2,900 was spent on purchases made with a pre-paid retail store card.
	12 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding budgetary control, claims processing, payroll policies, and the extra-classroom activity fund. 

The report recommends the Board monitor actual expenditures and revenues closely throughout the year to avoid any over-expenditures throughout the year.

The report recommends that expenses should be properly documented and approved before payment authorization and the claims auditor should monitor all money paid out by the District treasurer. 

Finally, the report also recommends that all payroll duties be segregated and written policies and procedures be adopted. Additionally, leave records should be accurate, complete and regularly maintained by personnel. Finally, payroll journals should constantly be reviewed for validity. 

District officials agreed with the audit findings and are in the process of taking the appropriate measures needed to create and maintain an efficient school district.



	Cambridge Central School District

Internal Controls Over Financial Operations

2006M-216

4th Judicial District


	$0 adjustment

The audit found the District does not have any written policies or procedures related to cash receipts and disbursements or written procedures related to payroll processing. The District’s IT policy does not address all necessary elements of IT related to the District.

The audit also found the Board failed to provide specific guidelines to employees by developing and adopting adequate policies and procedures for cash receipts and disbursements. Neither the Board nor the internal claims auditor was thoroughly auditing each claim.

The audit tested 101 claims and none had the internal claim auditor’s signature to indicate that the auditor had reviewed and approved the claims for payment. Also, 8 out of 54 claims that should have had a signature of the individual receiving the goods or services on behalf of the District were lacking such signatures.
	3 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding payroll and the internal claims auditor. 

The District officials agreed with the report’s recommendations and indicated they plan to initiate corrective actions.



	Westport Central School District

2006M-217

4th Judicial District


	$0 adjustment

It was found that the District hired an inventory consultant to perform an inventory for the year ending June 30, 2004, however, the District had not updated the records since then. The District clerk also files the inventories without any additional review or verification of procedures being conducted to determine their accuracy.

Thirteen desktop computers were purchased, yet none of the computers were added to the District’s fixed assets inventory records. Additionally, two out of six cameras tested did not have inventory tags.
	1 recommendation

The report’s recommendations focused on strengthening policies and procedures regarding capital assets. 

The report also recommended the Board review and update it’s capital asset policies to include provisions for updating fixed asset inventory records, recording the disposition of assets and reconciling the physical inventories with inventory records.

The District officials agreed with the report findings and have taken the appropriate measures to address the findings.



	Lake George Central School District

2006M-218

4th Judicial District


	$0 adjustment

The audit observations effected $94,084 in District funds. The audit found that 13 out of 105 purchases had not been recorded on the District’s capital asset records. The 13 items included 2 vehicles totaling $31,994 and 11 capital assets including computer and playground equipment totaling $62,090. 

More detailed District capital asset records would have made locating and tracking purchases during the report much easier, although, there were few discrepancies in this area overall.
	1 recommendation

The report’s recommendation focused on strengthening policies and procedures regarding capital asset records.

The report recommends the Board update its capital asset policy by providing written guidelines for recording the disposal of the District’s capital assets.

The District officials agreed with the report’s findings and indicated they planned to take corrective action.



	Whitehall Central School District

Selected Financial Activities

2006M-220

4th Judicial District


	$0 adjustment

The audit observations effected $4,566 in District funds. The audit found that the District’s internal controls pertaining to employee benefits were not adequate. As a result, the District made questionable payments to employees totaling $4,566.

The audit found that the District’s internal controls over payroll transactions were also inadequate. In particular, there was a lack of segregation of duties in processing payrolls. One employee, the payroll clerk, handled most aspects of payroll processing with little managerial oversight. Furthermore, the District had not established any formal written policies for payroll processing.

Additionally, the audit found that the District’s internal controls over cash receipts and disbursements were inadequate due to a lack of written policies. The District treasurer primarily handles the cash receipts and disbursement process with little managerial oversight. The audit also found that District employees did not always deposit moneys received in a timely manor.
	14 recommendations

The report’s recommendations focused on strengthening policies and procedures pertaining to employee benefits, payroll processing and cash receipts and disbursements. 

The report recommended the Board ensure that all employees are covered by contracts or collective bargaining agreements, compensation and benefit payments should be periodically monitored to ensure consistency, and there should be formal approval of all employee benefit arrangements.

In regards to payroll processing, it is recommended that the Board establish written policies and procedures for the processing of District payrolls, and assign payroll and personnel duties to employees, to allow the segregation of duties.

Finally, the report recommends cash receipts and disbursements be maintained and monitored by the adoption of written policies and procedures and all moneys received must be deposited in a timely manor.

District officials generally agreed with the report’s findings and indicated they planned to initiate corrective actions.

	North Greenbush Common School District

Internal Controls Over Financial Operations

2007M-4

3rd Judicial District


	$0 adjustment

The report found that the Board failed to provide specific guidance by developing and adopting adequate policies and procedures for cash receipts and disbursements. There was no written policy covering cash receipts and disbursements or formal procedures established to ensure the proper authorization and timeliness of transactions.
	1 recommendation

The Board should establish adequate written polices and procedures to address that all receipts and disbursements are properly handled. 

The District officials agreed with the report finding and have since addressed the noted concern.



	Fort Plain Central School District

Selected Financial Activities

2007M-7

7th Judicial District


	$0 adjustment

The audit observations effected $2,040 in District funds. The audit found that an element of risk exists in payroll processing. Although the District Business Office has developed and implemented a comprehensive set of payroll procedures, they have not been formally adopted by the Board. 

One instance was found where the District officials overrode the system to pay an employee more than they were entitled to according to their contract. This resulted in an excess payment of $2,040.
	2 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding financial operation, specifically payroll procedures and collective bargaining agreements.

The report recommends the Board formally adopt payroll procedures that were developed by the District Business Office. In addition, separation payments should conform to the District’s policies, collective bargaining agreements or individual employment contracts.

The District officials generally agreed with the recom-mendatiosn and have initiated corrective action.

	Brewster Central School District

2007M-8

9th Judicial District


	$0 adjustment

The audit found that the Board has not established formal policies and procedures describing employee responsibilities for the processing of payroll. The payroll clerk has the ability to create new employee records, update employee information, input salary detail, set up withholdings and direct deposits and print checks. Both the payroll and another clerk have the ability to override the system without supervision. 

District officials did not provide adequate oversight and verification of payroll changes. Lastly, the District did not have supporting documentation on file for the withholding of health benefits for 8 of 17 employees, or for withholding of union dues for 6 of 19 employees.
	8 recommendations

The report’s recommendations focused on strengthening policies and procedures pertaining to the segregation of duties, the oversight of leave accrual system and payroll and personnel documents.

The District officials generally agreed with the report’s recommendations and have since implemented several revised policies and procedures. 



	Pavilion Central School District

Internal Controls Over Claims Processing and Access to Computerized Accounting Software

2007M-13

8th Judicial District


	$0 adjustment

The audit found that the Board has not established an effective internal control framework to govern its claims processing function. Of the 61 claims totaling $543,199 that were reviewed, 25 lacked a departmental approval, 16 lacked purchase agent approval, and 23 had no evidence of receipt confirmation. Thus, the District lacks assurance that the purchases were properly approved. 

The Board also improperly appointed the District’s deputy treasurer to serve as claims auditor. However, after discussing this matter, the District appointed a new claims auditor who is independent of accounting and purchasing duties.

Finally, the controls over the District’s computerized financial management system need strengthening, because it was found that users of the system had the ability to change the access rights of other District users as well as accounting data without supervision.
	5 recommendations

The report’s recommendations focused on strengthening policies and procedures pertaining to claims processing and access to the computerized accounting system. 

The report recommends the claims auditor ensure that every claim contains adequate itemization and documentation to ensure that all purchases are proper and pertaining to the District. In addition, the treasurer should pay claims only after they have been properly approved.

The report recommends the Board ensure that District management establish a hierarchy of access control to the financial management system based on the employee’s job responsibilities. Strong passwords should be implemented and changed on a regular basis. Finally, a control that allows management to determine who is accessing the system and for transactions, should be created.

The District officials agreed with the report’s findings and have initiated corrective action.



	Byram Hills Central School District

2007M-21

9th Judicial District


	$0 adjustment

Between 2005-2006, the District had cash disbursements of $59.5 million and cash transfers of $85 million. The District treasurer was directly responsible for recording transactions in the accounting records, preparing bank reconciliations, making electronic cash transfers, and controlling the diskette required to access the computer based check-generating and signing application, which demonstrates a non-segregation of duties. There was also a lack of segregation of duties in the purchasing process, which could result in the purchasing of goods and services from someone other than the lowest bidder as well as purchases made which were not required by the District.
	1 recommendation

The report’s recommendation focused on strengthening policies and procedures regarding the segregation of duties.

The Board should evaluate the treasurer’s duties and responsibilities and, where practicable, assign them to other business office staff to better segregate duties. 

The District officials agreed with the report’s findings, and they have stated that they are well along on action plan steps regarding the segregation of duties. They believe the steps they have taken will successfully address the recommendation.



	Fabius-Pompey Central School District

Selected Financial Activities

2007M-31

5th Judicial District


	$0 adjustment

The audit found that the District has an increased risk of errors and/or irregularities occurring and not being detected.

The report also noted that there was no Board authorization for the salaries or wage rates paid to four employees, that there were errors in recording leave time, as well as instances of some employees exceeding their available leave balances.

The District did not always comply with competitive bidding requirements and the Board’s procurement policy provided little guidance on what actions District personnel should take when procuring goods and services that fall below the dollar thresholds for competitive bidding. The Board’s written policy for the claims auditor provided limited direction on what the claims auditor should look for when auditing. The review found no significant deficiencies in examined claims.

The deficiencies indicated in the report illustrate poor accountability over capital assets and increase the risk of loss or misuse of these assets.
	10 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding payroll and leave records, competitive bidding, procurement policy and claims auditor. 

The report recommends the District not make payments to employees in advance of services being rendered or provide employees with any compensation or benefits without prior written approval from the Board. The District should also establish control procedures to ensure accurate leave records, and finally, the management should avoid providing leave time for employees that exceed the terms of the collective bargaining agreement.

The report also recommends that the claims auditor should not have other duties that are incompatible with his/her duties and he/she should report directly to the Board. Written procedures should also be developed to clearly communicate expectations for the position of claims auditor. Lastly, District personnel should maintain complete and accurate capital asset records. 

The District officials generally agreed with the report’s findings, and indicated they planned to initiate corrective action.

	Hudson City School District

Selected Financial Activities

2007M-39

3rd Judicial District


	$7,500 adjustment

The audit observations effected $357,800 in District funds. The audit found that the District did not implement appropriate internal controls over the administration of the Community Service Program Grant. Inappropriate payments totaled $7,500, for unauthorized activities. Approximately $50,000 in reimbursement was received for expenditures not relevant to the grant. The auditor also found that over $3,400 of equipment purchased was un-accounted for.

It was noted that the District’s internal controls are not working effectively, in that 20 percent of vendors tested received payments totaling about $150,000 for goods and services that were not bid in accordance with general municipal law (GML) Further, $114,800 was spent on insurance not in accordance with the District’s procurement policy. The District has also failed to update their records to include the purchase of 129 computers, totaling about $93,000.

The report also found internal control weaknesses relating to cash disbursements, specifically segregation of duties over the treasurer’s duties, payroll disbursements and lack of an independent review of claims.
	10 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding the Community Service Program Grant, purchasing policies, capital assets and inventories and cash disbursements.

The auditors recommend that the Board pursue reim- bursement of $7,500 from the inappropriate payments that were made. A program administrator should also be assigned to properly determine appropriate charges to grants. The Board should also adhere to GML Sections 103 and 104-B to ensure that goods are always purchased at the lowest prices.

Also, inventory and asset records should be continuously updated and all staff that is directly involved in the receipt of goods must be familiar with inventory tracking systems. A new procedure should also be implemented to allow better tracking of asset-tagged items.

Finally, the report recommends separation of duties be maintained and all claims for reimbursement should have accurately itemized receipts.

The District generally agreed with the auditor’s recom-mendations and indicated that they planned to take corrective action.



	Bedford Central School District

2007M-41

9th Judicial District


	$0 adjustment

The audit found that the District's internal control system is appropriately designed and operating effectively. Testing included $6,613,062 of wire transfers, all of which were properly authorized. In addition, $554,326 of daily cash receipts were examined to determine if they were properly recorded and deposited. Also reviewed, were $3,372,808 of payments to verify check log and check sequence integrity. There were no discrepancies or inconsis-tencies found in the report.
	0 recommendations

The report had no recom-mendations at this time. 

The District officials agreed with the report findings and stated that they will continue to operate their district in an efficient and responsible manor.



	Washingtonville Central School District

2007M-47

9th Judicial District


	$0 adjustment

The audit found that the Board has not established adequate internal controls over fuel inventories. The system operator does not review the fuel usage reports or reconcile the usage reports to the inventory records. The audit observed an instance of where fuel was pumped using an employee identification number that could not be traced to an authorized employee. District officials also do not maintain perpetual inventory records, nor do they review the fuel usage report.


	5 recommendations

The report’s recommendations focused on strengthening policies and procedures regarding internal controls over fuel inventories.

The report recommends the Board segregate the duties of those employees involved with the fuel depot, and maintain inventory records that identify quantities purchased, delivered and dispensed. 

Additionally, the report recommends a supervisor review the fuel usage reports and maintain an inventory of all vehicle cards and a log. Finally, newly hired employees should not be allowed to access the bus dispatchers identification number.

The District officials generally agreed with the recom-mendations and indicated they plan to initiate corrective actions.

	East Moriches Union Free School District

2007-2008 Tentative Budget

B7-7-09

10th Judicial District


	$0 adjustment

The audit found that the District’s tentative budget for the 2007-2008 fiscal year is not reasonable.  Auditors found the District does not have a viable plan to address a $1.2 million general fund deficit that is in excess of their $2 million in authorized general fund deficit financing for fiscal year 2006-2007.  In addition, the District has yet to issue the bonds needed to generate the $2 million in general fund deficit financing; the bonds must be issued by June 30, 2007.  Furthermore, auditors were unable to substantiate an estimated $550,000 general fund surplus that District officials project at June 30, 2007.
	3 recommendations

The report recommends the Board develop an alternative plan to eliminate the general fund deficit and reconsider appropriating the general fund balance in the 2007-2008 budget.  In addition, District officials should closely monitor the use of fund balance to identify other funding sources that can be used if fund balance is no longer available to fund District operations.



	Roosevelt Union Free School District

2007-2008 Tentative Budget

B7-7-10

10th Judicial District


	On April 17, 2007 OSC issued the audit of the District’s budget for the 2007-2008 fiscal year. On April 19, 2007 OSC issued a follow-up letter stating that they had received more detailed information in support of the District’s proposed budget.  OSC immediately began a review of that information, which may or may not cause them to revise the evaluation of the District’s proposed budget.  They will communicate any changes in their view of the reasonableness of the District’s proposed budget.
	

	Enlarged City School District of Troy

2007-2008 Tentative Budget

B5-7-11

3rd Judicial District


	$0 adjustment

The audit found that the District’s tentative budget for the 2007-2008 fiscal year is reasonable.


	2 recommendations

The report recommends that the District monitor its year-end fund balance projections and develop plans for using unreserved fund balance in excess of limitations.  In addition, the report advises that excess fund balance be used to finance non-recurring expenses or to reduce outstanding debt.

	Schenectady City School District

2007-2008 Tentative Budget

3rd Judicial District


	$0 adjustment

The audit found that the District’s tentative budget for the 2007-2008 fiscal year is reasonable; however, District officials have earmarked almost $4 million of their fund balance to finance 2007-2008 operations.


	1 recommendation

The report recommends District officials closely monitor the use of the fund balance to ensure that action is taken, if necessary, to identify other funding sources that can be used if the fund balance is no longer available to fund District operations.

	Liberty Central School District

2007-2008 Tentative Budget

3rd Judicial District


	$0 adjustment

The audit found that the District’s tentative budget for the 2007-2008 fiscal year is reasonable; however, auditors found that the food service fund had a deficit balance of almost $46,000.  As a result, the District’s 2007-2008 tentative budget includes an interfund transfer of $200,000 from the general fund to the food service fund.
	1 recommendation

The report recommends that District officials consider alternatives to enhance revenues or reduce costs in food service fund operations.



	Beacon City School District

2007-2008 Tentative Budget

9th Judicial District


	$0 adjustment

The audit found that the District’s tentative budget for the 2007-2008 fiscal year is reasonable; however, District officials have earmarked $500,000 of their fund balance to finance 2007-2008 operations.


	1 recommendation

The report recommends District officials closely monitor the use of the fund balance to ensure that action is taken, if necessary, to identify other funding sources that can be used if the fund balance is no longer available to fund District operations.



	South Country Central School District
2007-2008 Tentative Budget
10th Judicial District


	$0 adjustment
The audit found that the District’s budget for the 2007-2008 fiscal year is not reasonable.  Auditors noted that District officials issued $4.6 million in Bond Anticipation Notes (BANs) in 2007 to finance a general fund deficit from 2005.  However, the proposed budget for the 2007-2008 fiscal year does not provide for repayment of principal for the BANs; instead, it provides only for a payment of interest due.  District officials are counting on the construction of a proposed power plant to generate revenues to pay off significant portions of the BANs, but the project has been temporarily blocked and its future is undeterminable. 

Additionally, the 2007-2008 proposed budget does not include revenues from the power plant.

The audit also found that the 2007-2008 proposed budget includes $7.1 million in estimated building aid that is based on an erroneous projection. Auditors con-cluded that the District is not eligible for $5.2 million of the estimated building aid until the 2008-2009 fiscal year.
	2 recommendations

The report recommends that the District consider redeeming the BANs from the proceeds of the issuance of 10-year serial bonds to finance the general fund deficit, as previously authorized by the State Legislature.  The report also recommends that the District revise its budget to take into account the shortfall in building aid by either reducing expenditures or identifying alternative revenues.
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