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Executive Summary

Issues for Discussion


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

1. Completed Audits – Including a Summary of the Department’s Internal Audit Workgroup (Attachment II)
2. Possible Policy Issues Related to Audit Findings (Attachment V)
3. Audit Trend – Conflict of Interest (Attachment VI)

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.
Completed Audits

The Subcommittee is being presented with 62 audits this month.  The audits have been reviewed by the Department’s Internal Audit Workgroup.  Their report is attached.  (Attachment II)

Audits are provided as follows:

Office of Audit Services
Beacon City School District
Theracare Preschool Services, Inc. 

Wyandanch Union Free School District
Office of the State Comptroller

Avoca Central School District

Berkshire Union Free School District

Bethpage Union Free School District

Bolton Central School District

Briarcliff Manor Union Free School District

Byron-Bergen Central School District

Campbell-Savona Central School District

Cherry Valley-Springfield Central School District

Cohoes City School District

Croton-Harmon Union Free School District 

Dolgeville Central School District 

East Greenbush Central School District

East Quogue Union Free School District

Eastchester Union Free School District

Eastport-South Manor Central School District

Eldred Central School District

Elizabethtown-Lewis Central School District

Fredonia Central School District

Genesee Valley Central School District

Glens Falls City School District 

Green Island Union Free School District

Greenville Central School District

Hartford Central School District

Herkimer Central School District

Herricks Union Free School District 

Indian River Central School District 

Jamestown City School District

Liverpool Central School District 

Longwood Central School District

Lyncourt Union Free School District 

Manchester-Shortsville Central School District

Marcellus Central School District

Margaretville Central School District

Millbrook Central School District

Multi-Agency Emergency Preparedness at Selected State Agencies

New Lebanon Central School District 

New Rochelle City School District

North Colonie Central School District 

North Rose-Wolcott Central School District

North Warren Central School District

Oneida City School District

Oppenheim-Ephratah Central School District

Orange-Ulster BOCES 

Pittsford Central School District

Plattsburgh City School District

Poland Central School District

Port Jefferson Union Free School District

Procurement and Use of Green Cleaning Products (Chazy Central Rural SD,
    Chenango Forks CSD, East Greenbush CSD, East Meadow UFSD, Erie I
    BOCES, Half Hollow Hills CSD, Patchogue Medford UFSD, Seneca Falls 
    CSD, Sewanhaka CHS, Watertown City SD)   

Sandy Creek Central School District

Shoreham-Wading River Central School District

Springs Union Free School District

Town of Webb Union Free School District

Tuckahoe Union Free School District 

Tuxedo Union Free School District 

Valley Stream Central High School District 

Westfield Academy and Central School District

Westhill Central School District 

Whitesboro Central School District 

Wyoming Central School District

2. Possible Policy Issues Related to Audit Findings – The Regents Subcommittee on Audits have been presented with over 300 audits of school districts since May 2007.  Those audits contained over 2,000 recommendations for improvements of noncompliance or internal control weaknesses.  Staff have summarized the audit findings into 12 separate categories and have provided a detailed briefing on 4 of the categories.  This month the Subcommittee is being presented with four possible areas of policy change that will improve school district accountability. (Attachment V)
3. Audit Trend – Conflict of Interest – The results of the many audits of school districts conducted by the Office of the State Comptroller and others have been summarized and tracked over several months. One frequent audit finding includes conflict of interest of school board members. Department staff will describe the issue in more detail. (Attachment VI)
Recommendation

For item one (Completed Audits), no further action is recommended.  For items two (Possible Policy Issues Related to Audit Findings) and three (Audit Trend), the advice and guidance of the Members of the Subcommittee is sought.
Timetable for Implementation


N/A

The following materials are attached:

· Roadmap

· Minutes of the June Meeting (Attachment I)

· Review of Audits Presented – Department’s Internal Audit Workgroup (Attachment II)

· Summary of Audit Findings (Attachment III)

· Audit Report Abstracts (Attachment IV)

· Possible Policy Issues Related to Audit Findings (Attachment V)
· Audit Trend – Conflict of Interest (Attachment VI)

	REGENTS SUBCOMMITTEE ON AUDITS

MEETING ROADMAP


	Date:  September 2008 

Time:  TBD
Location:  TBD

	TOPIC
	OUTCOME
	WHO
	MINUTES

	Opening Remarks
	
	Chair
	3

	Review Agenda/Minutes (Attachment I)
	Approval
	Conway
	7

	Completed Audits – Including a Summary of the Department’s Internal Audit Workgroup (Attachment II), Summary of Audit Findings (Attachment III), and Audit Report Abstracts (Attachment IV)
	Questions answered
	OSC and Department Audit Staff
	20

	Possible Policy Issues Related to Audit Findings (Attachment V)
	Information
	Conway
	20

	Audit Trend – Conflict of Interest (Attachment VI)
	Information
	OAS Staff
	10


Attachment I

REGENTS SUBCOMMITTEE ON AUDITS – MEETING MINUTES
Your Subcommittee on Audits held its scheduled meeting on June 23, 2008. 

Subcommittee Members in Attendance:

Geraldine D. Chapey, Chair

Regent Arnold Gardner

Regent Joseph Bowman Jr. 

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

Discussion Items

· Regent Chapey recognized the Internal Audit Workgroup’s new systems approach to all work, connecting audit findings and other activities.  She also discussed the work of the Standards Review Committee.  

· The Director of Office of Audit Services (OAS) and two audit managers have conducted six regional presentations for school business officials and CPAs who are conducting annual audits.  The presentations were part of regional training sessions sponsored by the New York State Association of School Business Officials (NYSASBO).  They covered requirements, trends, and the information presented to the Board of Regents.
· OAS staff discussed some of the audit issues encountered with procurement.  Procurement is ranked as the number two audit finding.  The statutes governing procurement in school districts are General Municipal Law, Sections 103 and 104B. Some common findings related to procurement are: failure to use competitive bidding, no board approval, no comprehensive policy or procedures, no signed contract in place, a purchase order system is not used, purchase orders are not signed, and lack of documentation.   

· The Internal Audit Workgroup identified six audits for follow-up, and the specific findings of each were discussed:
· Greece Central School District - A Capital Improvement Project exceeded authorized funding. The board assigned responsibility to the former superintendent to authorize purchases at his discretion.  The District failed to bill Medicaid for all reimbursements it was entitled to.
· Roosevelt Union Free School District – New revenue is in place.  There is a deficit in school lunch funding, but there is sufficient revenue in the general fund to cover the shortfall.  
· South Country Central School District – A budget review was conducted.  Budget preparation problems were found.
· New York City Department of Education (DOE) – The DOE and school offering Supplemental Education Services were audited for compliance with program requirements.  Unevenness in administration was found from school to school. 
· Pyramids Child Development Center – The audit yielded $240,000 in disallowances for the 2005-2006 school year.  The issues consisted of payment of bonuses without performance evaluations, lack of documentation, lack of arms length transactions, board is not independent, and no sign offs on contracts and bills being paid.
· Western New York Maritime Charter School – The School employed an individual with a criminal record.  Former school officials and employees exploited internal control weaknesses resulting in payment for goods and services never received or misappropriated.  
· Regent Gardner moved to accept the minutes of the May meeting and Regent Bowman seconded the motion.    
· Completed audits by the Office of the State Comptroller presented this month:
Beacon City School District

Campbell-Savona Central School District

Carthage Central School District

Chenango Valley Central School District

East Moriches Union Free School District

Fabius-Pompey Central School District

Forestville Central School District

Greater Amsterdam School District

Greece Central School District

Hamilton-Fulton-Montgomery BOCES

Island Trees Union Free School District

New York City Department of Education Student Participation in the

     Supplemental Educational Services Program 

Niagara Falls City School District

Pleasantville Union Free School District

Pyramids Child Development Center

Roosevelt Union Free School District

South Country Central School District

Troy Enlarged City School District

Western New York Maritime Charter School

Attachment II

Regents Subcommittee on Audits

September 2008

Review of Audits Presented

Department’s Internal Audit Workgroup

Newly Presented Audits

We reviewed 62 audits that are being presented to the Subcommittee this month.  The audits were of 58 school districts, 2 BOCES, 1 preschool special education service provider and 1 Multi-Agency Emergency Preparedness audit. The audits were issued by the Office of Audit Services (OAS) and the Office of the State Comptroller (OSC) and the findings were in the areas of payroll, claims processing, cash, segregation of duties, information technology, procurement, capital assets, financial reporting which includes fund balance limit, extraclassroom activity fund, budgeting and conflict of interest.  For the majority, auditees indicated agreement with the findings in their response to the audit. It is also important to note that four school district audits conducted by OSC did not result in any recommendations.

The Department has issued letters to the auditees, reminding them of the requirement to submit corrective action plans to the Department and OSC within 90 days of their receipt of the audit report.

The Department’s Internal Audit Workgroup identified one preschool special education services provider audit, four school district audits, and one charter school audit for further review and follow-up. 

· TheraCare Preschool Services, Inc. –
Summary of Audit

TheraCare charged certain costs to the preschool program that were not reimbursable and it did not maintain the necessary documentation to support some expenses.  It misreported $812,639 as direct care equipment in the IDEA revenue and expenditure on the Consolidated Fiscal Report.  In order to be considered fiscally viable, providers current ratio should be 1:1 or greater.  TheraCare’s 2003-2004 audited financial statements show a 0.7 to 1 ratio.  TheraCare did not maintain fingerprint clearance records for all of its employees; 14 of 42 sampled employees have no records.  Also 4 of the same 42 sampled employees have no documentation showing completed medical examinations.
Follow-up Action

Upon TheraCare’s submission of the corrective action plan for this audit, OAS staff will review to ensure all findings have been addressed.

· Campbell-Savona Central School District –
Summary of Audit
The District had a general fund deficit of $3.2 million as of June 30, 2006.  It was approved for deficit financing and ended the 2006-2007 year with a positive fund balance of $1.5 million.  The board did not have procedures to plan for long-tern operational and capital needs. It also did not monitor compliance with the procurement policy. Confirming purchase orders were issued and purchase orders were allowed to be generated even though appropriations were insufficient.
Follow-up Action

Upon the District’s submission of the corrective action plan for this audit, OAS staff will review to ensure all findings have been addressed.

· Jamestown City School District –
Summary of Audit
There was no significant oversight by the treasurer over recording and reporting of past due school taxes. The District had a total of $206,485 in property taxes past due with more than half of the amount outstanding for more than a year.  In addition, the treasurer is responsible for billing and collecting about $913,000 in retiree health insurance annual contributions with no oversight, including $284,000 withdrawn from personal bank accounts of retirees.  During 2006-2007, a third-party administrator of the workers compensation program signed checks amounting to $254,650 drawn on a District’s bank account.  A review of the checks written or bank reconciliation is not done on this account.
Follow-up Action

Upon the District’s submission of the corrective action plan for this audit, OAS staff will review to ensure all findings have been addressed.

· Liverpool Central School District –
Summary of Audit
A former superintendent was overpaid by a total of $26,275 during the 2000-01 to 2002-2003 fiscal years.  Leave records to support payments he received amounting to $67,790 for unused leave were not available.  A board member received unauthorized health insurance coverage costing the District $44,283.  Weak management controls over its student laptop program resulting in 32 missing laptops valued at $38,400.  The District donated the proceeds of the sale of 28 new laptops to a nonprofit organization. The District turned over the BOCES aid it received to various community organizations that supported and provided funds to various student activities.
Follow-up Action
Staff from the Office of Education - P-16 will contact the BOCES district superintendent to follow-up.

· Wyandanch Union Free School District –
Summary of Audit
This audit was conducted by OAS to follow-up on the Department of Education’s Office of Inspector General audit of Title I and II programs.  The District did not adequately substantiate expenditures charged to the programs. The disallowance amounted to $252,221 in salary and $33,465 in non-salary expenditures.
Follow-up Action
The report will be forwarded to the U.S. Department of Education and restitution will be obtained from the District.

· Orange-Ulster BOCES –
Summary of Audit
Purchasing controls need to be improved.  Tests of sample transactions show that the BOCES did not obtain quotes, RFPs were not used, there were no written contracts, and vendor payments were not reported to the IRS.
Follow-up Action
Upon the BOCES submission of the corrective action plan for this audit, OAS staff will review to ensure all findings have been addressed.
Other Follow-up Actions
· Staff from the Office of Education - P-16 will contact school district officials that have been identified with particular audit findings, and require attendance at Department sponsored training. 
· Discuss fund balance statutory limit in the newsletter issued by the Office of Education - P-16 to the field.
· OAS has received six corrective action plans in June and one in July from school districts and BOCES that had been previously identified by the workgroup.
· OAS sent three letters to school districts requesting additional information related to the corrective action plans they submitted.
	Audit
	Procurement
	Capital Assets
	Claims Processing
	Payroll
	Cash
	Financial Reporting
	Information Technology
	Extra Classroom Activity Fund
	Segregation of Duties
	Budgeting
	Conflict of Interest
	Other

	Office of Audit Services

	*Beacon City School District (footnote 1)
	√
	 
	 
	√
	√
	√
	 
	√
	 
	 
	 
	√

	TheraCare Preschool Services, Inc.
	 
	 
	 
	√
	 
	√
	 
	 
	 
	 
	√
	 

	*Wyandanch Union Free School District 

(footnote 2)
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 
	√

	Office of the State Comptroller

	Avoca Central School District
	 
	 
	 
	 
	√
	 
	√
	 
	 
	 
	 
	 

	Berkshire Union Free School District
	√
	 
	 
	√
	√
	√
	 
	 
	 
	 
	 
	 

	Bethpage Union Free School District
	√
	 
	√
	√
	 
	 
	 
	 
	 
	 
	 
	 

	Bolton Central School District
	 
	 
	 
	 
	 
	 
	√
	 
	√
	 
	√
	 

	Briarcliff Manor Union Free School District
	√
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 

	Byron-Bergen Central School District
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 

	Campbell-Savona Central School District
	 
	 
	√
	√
	 
	√
	√
	 
	 
	 
	 
	 

	*Chazy Central Rural School District (footnote 3) 
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	*Chenango Forks Central School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	Cherry Valley-Springfield Central School District
	 
	 
	 
	 
	 
	√
	√
	 
	 
	 
	 
	 

	Cohoes City School District
	√
	 
	 
	√
	√
	 
	√
	 
	 
	 
	 
	 

	Croton-Harmon Union Free School District
	√
	 
	 
	 
	 
	 
	√
	 
	 
	√
	 
	 

	Dolgeville Central School District
	 
	 
	 
	√
	√
	 
	 
	 
	 
	 
	 
	 

	East Greenbush Central School District (2008M-70)
	 
	 
	√
	 
	 
	√
	 
	 
	 
	 
	 
	 

	*East Greenbush Central School District 

(footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	*East Meadow Union Free School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	East Quogue Union Free School District
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 

	Eastchester Union Free School District
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Eastport-South Manor Central School District
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Eldred Central School District
	 
	 
	 
	 
	√
	 
	√
	 
	 
	 
	 
	 

	*Elizabethtown-Lewis Central School District (footnote 4)
	 
	 
	 
	√
	√
	 
	 
	√
	 
	 
	 
	√

	*Erie 1 BOCES (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	Fredonia Central School District
	 
	 
	√
	√
	√
	 
	 
	 
	 
	 
	 
	 

	Genesee Valley Central School District
	 
	 
	 
	 
	 
	√
	√
	√
	 
	 
	 
	 

	Glens Falls City School District
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Green Island Union Free School District
	√
	 
	√
	 
	√
	√
	√
	 
	 
	 
	 
	 

	Greenville Central School District
	 
	 
	√
	 
	 
	√
	√
	 
	 
	 
	 
	 

	*Half Hollow Hills Central School District 

(footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	Hartford Central School District
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 

	Herkimer Central School District
	 
	 
	√
	 
	 
	√
	 
	 
	 
	 
	 
	 

	*Herricks Union Free School District (footnote 5)
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	√

	Indian River Central School District
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Jamestown City School District
	√
	 
	√
	√
	√
	√
	 
	 
	 
	 
	 
	 

	*Liverpool Central School District (footnote 6)
	√
	√
	 
	√
	 
	 
	 
	√
	 
	 
	 
	√

	Longwood Central School District
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 

	Lyncourt Union Free School District
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Manchester-Shortsville Central School District
	 
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 

	Marcellus Central School District
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 
	 

	*Margaretville Central School District (footnote 7)
	√
	 
	√
	 
	√
	 
	√
	 
	√
	 
	 
	√

	Millbrook Central School District
	 
	 
	 
	 
	√
	 
	√
	 
	 
	 
	 
	 

	*Multi-Agency Emergency Preparedness at

 Selected State Agencies (footnote 8)
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	New Lebanon Central School District
	 
	 
	√
	√
	√
	√
	 
	 
	 
	 
	 
	 

	New Rochelle City School District
	√
	 
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 

	North Colonie Central School District
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 

	North Rose-Wolcott Central School District
	 
	 
	 
	 
	 
	 
	√
	 
	√
	 
	 
	 

	North Warren Central School District
	 
	 
	√
	 
	√
	 
	√
	√
	 
	 
	 
	 

	Oneida City School District
	 
	 
	 
	√
	√
	 
	 
	 
	 
	 
	√
	 

	Oppenheim-Ephratah Central School District
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Orange-Ulster BOCES
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	*Patchogue Medford Union Free School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	Pittsford Central School District
	√
	 
	 
	√
	 
	 
	√
	 
	 
	 
	 
	 

	Plattsburgh City School District
	 
	 
	 
	 
	 
	 
	√
	√
	 
	 
	 
	 

	Poland Central School District
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 

	Port Jefferson Union Free School District
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	Sandy Creek Central School District
	√
	 
	√
	 
	 
	 
	 
	 
	√
	 
	 
	 

	*Seneca Falls Central School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	*Sewanhaka Central High School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	Shoreham-Wading River Central School District
	√
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 
	 

	Springs Union Free School District
	 
	 
	 
	√
	√
	 
	√
	 
	 
	 
	 
	 

	Town of Webb Union Free School District
	 
	 
	 
	√
	√
	 
	 
	 
	 
	 
	 
	 

	*Tuckahoe Union Free School District 

(footnote 9)
	√
	 
	 
	√
	 
	 
	 
	 
	 
	 
	 
	√

	Tuxedo Union Free School District
	 
	 
	 
	√
	 
	 
	√
	 
	 
	 
	 
	 

	Valley Stream Central High School District
	√
	 
	 
	 
	 
	√
	 
	 
	 
	 
	 
	 

	*Watertown City School District (footnote 3)
	√
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	√

	*Westfield Academy and Central School District (footnote 10)
	 
	 
	 
	√
	√
	√
	 
	 
	 
	 
	 
	√

	Westhill Central School District
	√
	 
	√
	 
	 
	 
	 
	 
	√
	 
	√
	 

	Whitesboro Central School District
	 
	 
	 
	√
	√
	 
	√
	 
	 
	 
	 
	 

	Wyoming Central School District
	 
	 
	√
	√
	 
	 
	 
	 
	 
	 
	 
	 

	
	
	
	
	
	
	
	
	
	
	
	
	

	September 2008 Total
	35
	1
	16
	24
	21
	15
	25
	6
	6
	1
	4
	19


	*Other:
	

	1
Sale of Old High School Building, Governance, and Planning
	6 
Student Laptop Computer Program

	2 
Title I and II Funds, Internal Controls
	7 
Classification of Employees

	3 
Use of Green Cleaning Products
	8 
Emergency Response Plan, Business Continuity Plan, Business Continuity Plan, Disaster Recovery Plan

	4 
Business Continuity
	9 
Management Oversight

	5 
Code of Ethics
	10
 Trust and Agency Fund


Summary of Current and Prior Audit Findings

	 
	May 2007 - April 2008
	May 2008
	June 2008
	September 2008
	Running Total

	Procurement
	97
	9
	2
	35
	143

	Capital Assets
	18
	0
	0
	1
	19

	Claims Processing
	108
	9
	3
	16
	136

	Payroll
	107
	13
	2
	24
	146

	Cash
	80
	13
	3
	21
	117

	Financial Reporting
	64
	5
	1
	15
	85

	Information Technology
	100
	8
	1
	25
	134

	Capital Construction
	5
	0
	0
	0
	5

	Extraclassroom Activity Fund
	7
	0
	0
	6
	13

	Segregation of Duties
	47
	4
	3
	6
	60

	Budgeting
	9
	1
	6
	1
	17

	Conflict of Interest
	10
	2
	0
	4
	16

	Fingerprinting
	0
	5
	1
	0
	6

	Other
	7
	2
	5
	19
	33

	Total
	659
	71
	27
	173
	930


Definitions of Categories

Procurement – includes findings related to lack of a contract, failure to competitively bid, failure to use purchase orders, lack of segregation of duties, no approval of the purchase and a lack of documentation.

Capital Assets – includes failure to have a manager responsible, lack of policy, and inappropriate disposal.

Claims Processing – includes claims being paid without adequate documentation, failure to audit the claim, an untrained claims auditor, and a claims auditor that lacks independence. 

Payroll – includes a lack of segregation of duties in the payroll process, no policy and procedures and inappropriate payments to district administrators including leave accruals and health benefits.

Cash – includes poor control of cash, failure to prepare bank reconciliations, and weaknesses in the treasurer’s duties. 

Financial Reporting – includes inaccurate accounting statements, such as, an overstated fund balance, fund balance exceeding the legal limit, and general fund transfers without voter approval. 

Information Technology – includes lack of a disaster recovery plan, failure to back up information, inappropriate or undocumented user rights, inappropriate or missing password protection, and no policy and procedures. 

Capital Construction – includes a lack of detailed accounting records related to a capital project, undocumented expenses, inappropriate and unapproved change orders. 

Extraclassroom Activity Fund – includes poor accounting over funds and no documentation of expenses.

Segregation of Duties – includes weakness in control caused by individuals having responsibility for incompatible functions.

Budgeting – includes budget reviews required for school districts that have received approval for deficit financing, poor revenue projections and use of fund balance.

Conflict of Interest – includes personal conflicts of board members, district officials, and district employees where they have an interest in a contract, where they have the power, or may appoint someone who has the power to negotiate, authorize, approve, prepare, and make payment or audit bills or claims of the contract.

Fingerprinting – includes failure to fully comply with fingerprinting requirements.
	Office of Audit Services

	Audit
	Major Finding(s)
	Recommendation/Response 

	Beacon City School District 
For the Period July 1, 2004 through April 20, 2006
SD-0106-1
9th Judicial District 


	Beacon has been overspending the appropriated amount for individual budget items. In addition, critical financial reports such as the budget status report are not submitted to the entire board of education. Treasurer’s reports are not submitted on a regular basis and there were instances when they were submitted late or not at all. 

Beacon does not use available tools to aid in fiscal planning, and the duties and responsibilities of the treasurer are incompatible.   

Also, Beacon did not comply with the competitive bidding requirements for certain procurement transactions.

	35 recommendations
The report’s recommendations focused on governance and planning, payroll and personnel, accounting and reporting, revenue and cash management, purchasing and expenditures, student services and the sale of an old high school building. 

District officials agreed with the recommendations, and have implemented 29 out of 35 of the recommendations. They have stated that they will initiate corrective action to address the remaining findings shortly.

	New York City Department of Education - Audit of TheraCare Preschool Services, Inc. 
Special Education Itinerant Teacher Program for School Years 2002-03, 2003-04, and 2004-05 - Audit Approved Pursuant to Education Law Section 4410
CA-0507-3

	$812,638 adjustment
TheraCare Preschool Services, Inc. (TheraCare) provides Special Education Itinerant Teacher (SEIT) program services to preschool students placed by the Department pursuant to its agreement. 

TheraCare did not adhere to Department reporting guidelines (which may affect the tuition rate for TheraCare’s SEIT program for 2002-2003). On the Consolidated Fiscal Report (CFR) 387,365 was reported as expensed adaptive equipment. When a sample was tested, the expenditures were for agency administration rather than adaptive equipment. 

TheraCare did not maintain documentation for $812,639 of 2002-2003 IDEA grant expenditures.

Additionally, upon review of TheraCare’s latest available audited financial statements for the School Year 2003-2004, it was noted that TheraCare does not meet the required current ratio of 1:1 or greater, in that it reported current assets of $4,638,472 and current liabilities of $6,689,253, a ratio of 0.7 to 1. 

Lastly, 42 TheraCare providers records were reviewed for compliance with the terms of its agreements. TheraCare had not maintained fingerprint clearance records for 14 of the 42 providers, 4 of the 42 providers did not have documentation demonstrating that a medical examination was completed and that they were medically fit to perform their duties.
	12 recommendations
The report’s recommendations focused on reimbursable expenses, the IDEA grant, current financial condition and operational compliance issues.

TheraCare officials generally agreed with the recommendations; however, requested that the New York City Department of Education (NYDOE) apply the $500,000 on its ASEP-10F to the prior years’ unexpended balances. The NYDOE has agreed to the request and the $500,000 was used as an IDEA expense for 2004-05 to offset the prior years’ deferred IDEA revenue.


	Wyandanch Union Free School District
For the Period September 1, 1999 through August 30, 2004
SD-0307-3
10th Judicial District 

Fiscal concern
	$285,686 adjustment
The Wyandanch Union Free School District is a high need urban-suburban school district located in Suffolk County. The U.S. Department of Education’s Office of Inspector General (OIG) conducted an audit of the District’s Title I and Title II program funding. OIG auditors found that both salary and non-salary expenditures were inadequately supported. SED’s Office of Audit Services conducted the follow-up audit of the District’s Title I and II programs. The focus of the audit was to review the District’s documentation to substantiate the $6.6 million in Title I and II salary and non-salary expenditures for the period September 1, 1999 through August 30, 2004. 

The District did not adequately substantiate $252,221 in salary and salary related expenditures and $33,465 in non-salary related expenditures that were charged to Title I and Title II programs for the period September 1, 1999 through August 31, 2004. As a result, the District should refund the amount to SED. 

Such disallowances resulted from inadequate documentation to support $201,792 in salary expenditures for five teachers and ancillary charges associated with unsupported salary expenditures for social security, health insurance, teachers’ retirement, and indirect costs. Additional disallowances resulted from ineligible non-salary expenditures in the amount of $33,465. The District had also not complied with the majority of corrective actions required by the U.S. Department of Education.
	5 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding lack of payroll certification, unsupported salaries, unsupported expenditures, internal control weaknesses and lack of policies and procedures.

District Officials did not respond in writing to the draft report.


	Office of the State Comptroller

	Audit
	Major Finding(s)
	Recommendation/Response 

	Avoca Central School District 
Safeguarding Cash Assets and Information Technology
2007M-39
7th Judicial District 


	The treasurer does not directly oversee the use of her signature disk at all times, and the disk is not password-protected. The payroll clerk and accounts payable clerk both use the treasurer’s signature disk to sign District checks without the treasurer’s direct oversight. Additionally, online banking transactions made by the treasurer are not independently reviewed or confirmed by another District employee. The bank also only returns the first image of the District’s cancelled checks rather than both the front and back as required by law. 

The board failed to adopt comprehensive policies to ensure that access to the District’s financial software is properly restricted. District officials do not review the exception reports and change reports provided with their financial software to monitor employee’s activities on the system in order to detect unauthorized activity. 

Lastly, there is no disaster recovery plan in place.
	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding cash assets and information technology.

District officials generally agreed with the recommendations pertaining to the signature disk, online transfers, check images, user access rights, inappropriate activity on the District’s financial system, and a disaster recovery plan. They have agreed to implement corrective action to address the concerns, if they have not done so already.

	Berkshire Union Free School District  Financial Condition and Internal Controls Over Selected Financial Operations
2008M-9
3rd Judicial District 


	The District fund balance declined from $263,580, to a deficit of $1,793,223; a difference of $2,056,803. The deficit is primarily due to a shortfall in budgeted tuition revenue. The District contends that their delay in the receipt of final tuition rates from the State Education Department (SED) and the New York State Division of the Budget (DOB) resulted in a shortfall in budgeted tuition revenue. The District has also seen a decline in its student population. The District has applied to SED for an additional $2.2 million in reimbursements. As of February 2008, the District has not received any additional reimbursements.

The District has also been unable to maintain adequate cash flow requiring the issuance of short-term borrowings, in the form of revenue anticipation notes, ranging from $1.7 million at June 30, 2006 to $3 million at June 30, 2007. In addition, the District has not developed a comprehensive plan to address the deficit, if the additional aid is not received.

Further, the District did not adequately segregate the duties of the business administrator to provide for an effective system of checks and balances over safeguarding District assets. 

Internal controls over purchasing appeared to be effectively designed and operating properly, however, as evidenced from a scan of records for possible bid items and a review of three larger contract expenditures, controls may not be operating as designed. The District did not competitively bid any of the three contracts that were tested (totaling $282,010). 

Finally, the BOCES employee serving as the internal auditor is not independent in performing the internal audit function.
	6 recommendations
The report’s recommendations focused primarily on strengthening policies and procedures regarding financial condition, cash disbursements, payroll and personal services, purchasing and the internal auditor. 

District officials agreed with the majority of the recommendations presented in the report pertaining to revenues and expenditures, the deficit fund balance, cash disbursements and competitive bidding requirements. 

The District disagreed with the recommendation to terminate the internal audit relationship with the BOCES and replace this position with an internal auditor who meets the independence requirements in Education Law. The District maintains that it has selected the best internal audit service because it is the most cost effective and the internal auditor has experience with the internal audit procedures, and experience in the educational industry.

	Bethpage Union Free School District 
Internal Controls Over Selected Financial Transactions
2008M-60

	The District's procurement policy does not require competition (securing alternative proposals) when procuring services from professionals. District officials did not always solicit competitive quotes or issue  a request for proposal (RFP) when procuring professional services.

The District also has not revised its internal claims auditor policy to segregate the duties of the claims auditor from duties normally performed by an internal auditor. In addition to auditing and approving claims, the claims auditor performs duties that are normally undertaken by an internal auditor. 

An audit log was not maintained by District officials, and as a result, 203 checks totaling ($206,000) and 203 direct deposits (totaling $382,000) were recorded in this disbursement record having the same sequential numbers. Since both the check numbers and the direct deposit stub numbers are identified as check numbers in the District’s automated records, this created a duplication of control numbers in the financial management system.

	4 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding professional services, claims audit, internal audit functions and payroll processing. 

District officials generally agreed with the recommendations pertaining to the RFP process, the internal claims auditor policy, payroll verifications, and bank reconciliations. 

The District did however state that they do not believe that conducting payroll verifications is beyond the claims auditor’s responsibility, as stated in the report. Additionally, officials also indicated that the District will continue to utilize the RFP process, but noted that the use of RFP’s is not a requirement under General Municipal Law. Finally, the District stated that it agrees with the recommendations stating that a clerical error had allowed the use of the same sequential check numbers for both direct deposits and payroll checks during one particular payroll cycle, but that it should be noted that the District’s business office management became aware of the error immediately and took the necessary steps to correct the problem.

	Bolton Central School District 
Internal Controls Over Selected Financial Operations
2008M-69
4th Judicial District 


	District officials have not properly segregated cash receipts, payroll processing or cash disbursement duties in the business office, or ensure that compensating controls are in place to serve as a system of checks and balances. As a result, the business manager performed numerous duties with minimal oversight. Further, the deputy treasurer was responsible for preparing purchase orders for the business manager’s signature, receiving goods delivered to the District, compiling voucher packages for audit, preparing warrants, recording disbursements and preparing checks.

District officials did not clearly assign the authority and responsibility for the security of the IT system to ensure business continuity. As a result, two individuals shared authority and responsibility, and procedures were not developed to ensure that computerized data was properly backed up and secured, and that the District was prepared for and could recover from a disaster.

Finally, the board allowed the District to enter into a contract with a board member’s spouse for paving work totaling $4,450.

	8 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding segregation of duties, continuity of the IT system and conflict of interest. 

District officials agreed with the recommendations pertaining to the continuity of the IT system, and state that they have already implemented corrective action regarding the enhancement of system security, a backup system, uninterrupted power supply, as well as a disaster recovery plan. 

With regard to the segregation of duties within the business office, Officials stated that additional personnel would be required to further segregate duties within the business office, and that hiring additional staff would be counter-productive with regard to providing maximum fiscal efficiency for our taxpayers.

	Briarcliff Manor Union Free School District  Internal Controls Over Selected Financial Operations
2008M-52
9th Judicial District 


	District officials inappropriately encumbered $2 million for 25 purchase orders rather than appropriately setting up a reserve fund for capital projects and repairs. No actual commitments existed at the time of encumbrance. As a result, the reserve for the encumbrance account was overstated and the unreserved, unappropriated fund balance in the general fund was understated by $2 million. After adjusting for the amount encumbered, the unreserved, unappropriated fund balance retained in the general fund for the 2007-2008 fiscal year, was more than twice the amount allowed by Real Property Tax Law.

There were instances where competitive bids for purchases over $10,000 and public works contracts over $20,000 were not always sought as required by General Municipal Law (GML). The District also failed to consistently document quotes for public works contracts under the GML threshold.  There was $168,892 of the $1.3 million purchase and public works contract for 20 vendors not in accordance with the board’s procurement policy.
	6 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding encumbrances and purchasing. 

District officials generally accepted the recommendations regarding purchase orders, reserve funds, fund balance, sole source providers, and public works contracts. Officials have indicated that they have already initiated corrective action to address the concerns.


	Byron-Bergen Central School District 
Internal Controls Over Cash Receipts and Disbursements
2008M-42
8th Judicial District 


	The board has not adopted written policies for cash receipts and disbursements, segregated critical duties or properly safeguarded District assets. 

Also, the District clerk receives money from various sources but does not provide a receipt to document that the money was received. This clerk then places the money in an unlocked cabinet. The cafeteria staff also has access to this cabinet and places money in it from food sales. With more than one person having access to the cash in this cabinet, it is vulnerable to misappropriation. 

In addition, the school business official has a wide range of responsibilities within the cash and disbursements process, including preparing deposit tickets, maintaining the general ledger, performing wire transfers and preparing monthly bank reconciliations. 

The superintendent’s signature is affixed to District checks, however, the check signing function is assigned by the board to the treasurer. The superintendent does not control the check signature as it is embedded in the accounting software and prints automatically when checks are prepared. Checks are prepared by the clerk.
	5 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding cash receipts and disbursements. 

District officials agreed with the recommendations.  Cash duties are now segregated between the District clerk, the school business official, the District treasurer, and the superintendent of schools. The school lunch receipts are counted by the cafeteria manager and verified by a second individual. Access to storage of district funds is under lock and key. Finally, the board authorized the school business official as signatory on district checks.


	Campbell-Savona Central School District Financial Condition and Internal Controls Over Selected Financial Activities
2007M-228
7th Judicial District 


	$32,062 adjustment
The board has not effectively monitored and controlled District finances or adopted realistic budgets resulting in a general fund deficit of $3.2 million as of June 30, 2006. However, because the District was in a deficit position, District officials obtained approval from the State Legislature and issued $3.25 million in deficit financing bonds. The deficit financing and certain operational changes have allowed the District to complete the 2006-2007 fiscal year with a general fund unreserved balance of $1.5 million, which is a positive development. The board did not have procedures to plan for long-term operational and capital needs, which may contribute to more financial problems in the future. 

The board has also failed to take or require corrective action based on audit findings and provide proper guidance to District officials to carry out their duties. 

The board did not monitor for compliance with the procurement policy. Purchase orders were not properly reviewed, purchase orders were issued after purchases were made, and individuals continually overrode the purchase order system allowing purchase orders to be generated even though appropriations were insufficient. Out of the 928 claims reviewed, totaling $504,556, 13 purchases ($9,491) exceeded the purchase order amounts, 43 purchase orders ($17,103) were issued after the purchases were made, and 112 purchase orders ($356,141) exceeded available appropriations. 

The board did not properly audit any of the claims that were reviewed. Further, the District does not have a policy for credit cards. None of the credit card purchases had prior approval and over half of the credit card purchases lacked supporting documentation.  Twenty-seven gas card purchases totaling $9,898 were reviewed, and the charges lacked supporting documentation and a mileage log was not kept for District vehicles.

The board also failed to establish the proper written policies, procedures or guidelines for the calculation and payment of fringe benefits for five administrators. The District consequently made unauthorized payments totaling $12,500 and provided benefits totaling $19,562 to employees for which there was no specific board authorization. 

Finally, the board had not effectively addressed the safeguarding of computer data by establishing appropriate policies and procedures. All three server rooms were accessible by anyone with a key to the outside doors, access rights were not properly restricted, and the computerized financial system could not produce audit logs for review.
	22 recommendations
The report’s recommendations focused on the District's financial condition, management responsibilities, claims processing, fringe benefits, and information technology. 

District officials have agreed with the recommendations pertaining to deficit fund balances and cash flow deficiencies, revenues and expenditures, the appointment of a claims auditor, budget transfer limits and the findings and recommendations contained in management letters. The District has also agreed with the findings regarding financial activity, the purchasing agent, audit logs, a credit card policy, mileage logs, compensation and fringe benefit payments. Additionally, the District has agreed to amend physical access to IT assets, and the process for storing and changing passwords. Officials have indicated that they plan to initiate corrective action to address the recommendations, if they have not already done so.


	Cherry Valley-Springfield Central School District Computerized Data and Assets
2008M-87
6th Judicial District 


	The board has not established comprehensive policies to effectively address the safeguarding of computerized data and assets. The District also has not adopted comprehensive policies relating to strong passwords, and the addition, modification, and deletion of user access rights. The board also has not developed a formal disaster recovery plan, or physically secured its computerized assets.

	5 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding computerized data and assets.

District officials generally agreed with the findings pertaining to selecting passwords, the Desktop Security Policy, a disaster recovery plan, and protecting computerized assets. The District has indicated that they have already started the process of assessing and improving the quality and security controls over the technology system.

	Cohoes City School District 
Internal Controls Over Selected Financial Activities
2008M-54
3rd Judicial District

	As a result of the failure to provide sufficient guidance and oversight regarding fringe benefits, the District improperly paid the former food service director and treasurer separation payments (totaling $4,388). 

The District made payments to some vendors before transactions were properly audited and authorized.  Thirty-six checks (totaling $817,987) were printed, released and deposited by vendors before they were audited and authorized for disbursement. The treasurer also performs incompatible duties.

Revenue from vending machine sales has been declining steadily since the 2003-2004 fiscal year, although purchases have not declined in a corresponding way. Losses have totaled $20,077 since 2003-2004. Cash receipts are not always immediately counted or counted in the presence of others, and numerous individuals have unmonitored and unrecorded access to machines and inventories.

Further, three purchases totaling over $96,000 were made without advertising for public bids, as required. District officials have not prepared specific procedures and forms for purchases that are not subject to competitive bidding, as required by the District procurement policy. There was $955,770 purchased from vendors without indication that quotes or requests for proposals (RFPs) were obtained.

Finally, the treasurer does not control the use of his electronic signature when checks are signed, audit logs are not reviewed to monitor access, and the disaster recovery plan is inadequate.
	19 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding the payroll process, cash disbursements, cash receipts, purchasing, and computerized data.

District officials generally agreed with the recommendations pertaining to separation payments, the internal claims auditor, food services and vending, the RFP policy and professional services, as well as state contracts. Officials have indicated that they will initiate corrective action shortly to address the recommendations.


	Croton-Harmon Union Free School District  Internal Controls Over Selected Financial Activities and Information Technology
2008M-94
9th Judicial District 


	Weaknesses were identified in procurement and IT administration caused by a lack of management oversight and attention to these operations. The board did not establish appropriate policies and procedures to guide employees’ actions, and at other times, the District did not implement the policies.

Further, the board did not properly manage the District’s budgeting process. The unreserved undesignated fund balance exceeded the limit of 3 percent of the ensuing year’s budgetary appropriations set by the Real Property Tax Law. The District’s unreserved fund balances were $2.8 million, which is more than twice the District’s legal limit of $1.2 million. The board used these unreserved fund balance monies to pay for legal settlement expenses, rather than establishing a reserve or including an appropriation for settlement expenses in the District’s 2006-2007 and 2007-2008 budgets.

District officials also failed to comply with requirements of General Municipal Law or the District’s own purchasing policies. Payments (totaling $813,419) made to 18 vendors were tested, and it was found that District officials did not use competitive bidding for purchases of $95,762 from 5 of the 18 vendors.

The board also had not adopted a disaster recovery program to protect equipment and data in the event of a disaster. The District also stored backup tapes in the school during the day, where they were subject to loss from the same events that could damage the District’s servers.
	5 recommendations
The report's recommendations focused primarily on strengthening the policies and procedures regarding fund balance, purchasing and information technology.

The District generally agreed with the recommendations pertaining to the unreserved undesignated fund balance in the general fund, amending the fund balance, adopting a comprehensive disaster recovery plan, and ensuring that at least one data backup tape is routinely kept at a secure off-site location. The District will implement a plan of action shortly, if they have not already done so.


	Dolgeville Central School District 
Internal Controls Over Cash Receipts and Disbursements
2008M-112
5th Judicial District

	District managers have not adequately segregated the District teasurer’s duties over cash receipts or implemented compensating controls. The treasurer collects, deposits and records cash receipts in the District’s accounting software; issues cash receipts to the payer; prepares and approves journal entries; and is authorized to transfer funds between District bank accounts. No one reviews her work. 

District officials also have not adequately segregated the treasurer’s or deputy treasurer’s duties over cash disbursements or implemented compensating controls to provide oversight over any incompatible duties performed by either of these employees. Both employees have full access rights to the computerized financial accounting system that enables them to print computer-generated checks bearing the treasurer’s signature and to post journal entries without prior approval or authorization from District management. Further, District management does not review the deputy treasurer’s bank account reconciliations, and the deputy treasurer prints checks bearing the treasurer’s signature without the treasurer directly overseeing the use of her signature. 

Ninety-six non-payroll cash disbursements were examined to verify that the payments were supported and properly authorized for payment. There were 7 disbursements out of the 96 that lacked proper approval; 2 claims were paid prior to the claims auditor’s approval, and 5 claims were paid without audit by the board or an appointed claims auditor.

Payroll processes were also not properly segregated. The treasurer and the deputy treasurer both have access to stored payroll checks prior to distribution, and there is no one independent of the payroll process that reviews their work. 

Finally, the District paid $800 each to the treasurer and deputy treasurer for business services related to the school lunch fund. The superintendent and the business official stated that they were aware of the additional compensation, but they could not provide written authorization.
	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures of internal controls over cash receipts and disbursements.

District officials agreed with the recommendations pertaining to the insufficient segregation of duties and have indicated that this is due to the number of employees and limited resources of a small rural school. They welcome suggestions to remedy the situation. 

District officials disagreed with the recommendation regarding non-payroll disbursements. The District stated that all claims were approved by the purchasing agent prior to the transaction, and although it may not have resulted in an encumbrance prior to the expense, it does not appear to violate any statute, regulation, or board policy.


	East Greenbush Central School District 
Internal Controls Over Selected Financial Operations
2008M-70
3rd Judicial District 


	The District’s claims auditor was not properly trained, which resulted in claim payments that were not consistent with District policies. Out of $35,000 in credit card purchases and expense reimbursements we examined, over $6,200 were not in conformance with the District’s adopted policies. Nearly $2,000 in credit card charges were incurred during the first day of an administrators retreat when no District-related business activity occurred. 

The individual performing the District’s internal audit function was not entirely independent because he is jointly employed by the District and the Rensselaer-Columbia-Greene Board of Cooperative Educational Services (Questar III) and may be required to evaluate services that Questar III provides the District.
	4 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding claims processing and the internal audit function. 

District officials agreed with the recommendations pertaining to credit card purchases and claims, using District funds to pay for non-District related expenses, the District credit card, and the internal audit relationship with Questar III.

	East Quogue Union Free School District  Internal Controls Over Purchasing and Information Technology
2008M-68
10th Judicial District 


	While the District has adopted adequate purchasing policies, the policies were not always followed, and competition was not always solicited when required. District officials did not competitively bid $77,854 worth of goods purchased from two vendors, and also paid eight vendors a total of $228,424 for professional services without soliciting competitive proposals. The District also did not have written agreements with four professional service providers who collectively received $42,763 during the audit period. 

Further, computer data is not protected by establishing and monitoring comprehensive policies and procedures. Computer data is not protected from unauthorized access, backed up, and periodically tested and restored, and the District does not have a formal disaster recovery plan.

	8 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing and information technology.

District officials agreed with the recommendations pertaining to competitive bidding and information technology and a number of the recommendations have already been implemented. The District will implement those not already in place.

	Eastchester Union Free School District 
Internal Controls Over Purchasing
2008M-55
9th Judicial District 


	The board adopted a procurement policy in November 2007, that would permit the purchasing agent to procure professional services for any amount without board approval and without seeking competition, which is contrary to General Municipal Law (for the procurement of professional services over $10,000).

	1 recommendation
The report recommends that the District change the procurement policy for professional services that are not required to be bid. 

District officials agreed with the recommendation, and the purchasing policy has been revised.


	Eastport-South Manor Central School District  Internal Controls Over Financial Operations
2008M-107
10th Judicial District 


	District officials have adopted appropriate purchasing policies that clearly outline when and how to use competitive bidding and when to obtain quotes when purchasing goods or services that are not subject to bidding requirements set by law.

Testing revealed only minor discrepancies, which were orally discussed with District officials to help them improve procurement controls.
	There were no recommendations.


	Eldred Central School District 
Internal Controls Over Cash Disbursements and Security of Computerized Data
2008M-45
3rd Judicial District 


	The District must segregate the treasurer’s duties or increase the oversight. Currently, the treasurer has complete control over the cash disbursements process, and has the ability to sign checks, initiate wire transfers, make journal entries, and reconcile District bank accounts. 

Also, the board has not adopted adequate policies and procedures to protect District systems and data. 

In addition, the District treasurer has access rights that conflict with his day-to-day financial duties. The treasurer, rather than the District’s IT administrator, has administrator rights to the District’s financial data system, which allows him to access all business functions and perform management overrides.

	5 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding internal controls over cash disbursements and the security of computerized data. 

District officials agreed with the recommendations pertaining to the safeguarding of computerized data, segregation of duties in the disbursement process, a disaster recovery plan, a computer use policy, and the revocation of the District treasurer’s administrator rights.

	Elizabethtown-Lewis Central School District  Internal Controls Over Selected Financial Activities
2008M-32
4th Judicial District 


	The District did not have adequate segregation of duties over cash receipts and disbursements in the business office. The business manager, who also served as the District treasurer, was responsible for collecting cash, recording receipts in the financial accounting software, making deposits, transferring funds from District accounts, signing checks, and preparing, approving and receiving journal entries. The business manager was also responsible for performing all bank reconciliations. The claims auditor also did not approve all claims before they were paid by the District. Of the 23 warrants (totaling $3.8 million) examined, the business manager paid the claims before receiving approved warrants from the claims auditor. The superintendent and the business manager have full administrative access to the financial accounting system, which is beyond what is necessary for them to perform their job function.

The District also does not have adequate written policies and procedures over its IT system. Although there is an acceptable technology use policy in place, the policy fails to adequately address procedures for backing up and restoring the District’s IT system and the data stored on it. 

Lastly, the District policy governing the operations of the extraclassroom activity was inadequate. The board had not appointed a faculty auditor to monitor the activity fund, and contrary to the Regulations by Commissioner Mills, the District had established a Grade 5 activity fund, which had an account balance in excess of $4,400 at the end of the 2006-2007 fiscal year. District personnel also did not provide adequate supporting documentation for extraclassroom payments, totaling approximately $2,300.
	11 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding cash receipts and disbursements, business continuity and extra-classroom activity funds. 

District officials generally recognized and agreed with the recommendations pertaining to the segregation of duties over cash and disbursements, business continuity within information technology systems, and the safeguarding and oversight of extraclassroom activity funds. Officials have indicated that they will initiate corrective action shortly if they have not done so already.


	Fredonia Central School District 
Internal Controls Over Selected Financial Operations
2007M-299
8th Judicial District 


	$92,425 adjustment
The board had not established a sufficient internal control framework that provided adequate and clearly communicated oversight and periodic monitoring of payroll, claims processing, and cash receipt and disbursement transactions. 

Two former superintendents received improper health insurance coverage valued at $92,425, and there was no board authorization for this coverage. The business administrator/treasurer told us that when he worked under the former business administrator, he was informed by him that lifetime insurance benefits were to be provided for the two former superintendents, however, he did not provide any documentation to support this statement. Both of the former superintendents have agreed to repay the District for coverage through June 2007, totaling $92,425. This repayment will be made over a period of years, with the first payment received in September 2007 for $11,952 from one former superintendent, and $6,000 received in May 2008 from the other former superintendent. 

The claims auditor had not audited 20 manual checks out of the 53 claims (totaling $1,210,465) reviewed. Additionally, 19 claims were paid after the invoice due date, resulting in a late fee. The superintendent also did not pre-approve five travel related claims as required by District policy, and District managers did not sign 24 of the 53 claims to indicate that they were approved for payment. 

The superintendent did not certify payrolls as required by the board, and the business administrator/treasurer does not provided adequate oversight of the payroll clerk’s duties. Fifty-six time sheets were reviewed for three District employees, and 59 errors were found on 25 of the time sheets. District managers did not pre-approve overtime hours on all 56 time sheets, and the payroll clerk could not locate 20 time sheets for three business office employees and one IT employee. The superintendent also directed the business administrator to pay $10,876 to two former employees without authorization from the board. Officials were also unable to provide personnel files for 3 of the 20 new employees hired by the District. Lastly, two employees had salaries that were a combined $1,231 more than what the board had authorized. 

The District had not established internal controls within the business office to ensure that critical financial and payroll duties are segregated and user access rights to the financial software were not adequately assigned. Nine non-resident students also had outstanding tuition balances totaling $8,918, while the board was aware and took no action to enforce payment.
	21 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding claims processing, payroll, cash receipts and disbursements. 

District officials generally accepted all recommendations pertaining to the claims auditor, specific job descriptions, the scheduling of released checks and the separation agreements to the two former employees. Officials also accepted the findings regarding electronic filings for state and federal withholding taxes, travel pre-approval, claims vouchers, refunds of overpaid taxes, certification of payroll, time sheets, overtime hours, personnel files, bank reconciliations, computer access rights, financial software, and delinquent balances for tuition. District officials have indicated that they plan to initiate corrective action, if they have not already done so.


	Genesee Valley Central School District 
Internal Controls Over Selected Financial Activities
2008M-64
8th Judicial District 


	The internal auditor is a BOCES employee, which puts this individual in the position of evaluating services provided to the District by BOCES (the individual’s employer). The internal auditor therefore is not independent. 

The District’s Acceptable Use Policy (AUP) and corresponding “Employee Computer Use Agreement” do not clearly indicate whether they apply to other users of the District’s network, and they do not require users to create a unique and complex password or to routinely change it. 

District officials do not regularly monitor computer usage for compliance with established policies. Sixteen District laptop computers were examined, and it was determined that three of the computers were only protected by the District’s default password, and one was not password protected at all. Without monitoring computer usage there is a risk of inappropriate use and a vulnerability to misuse. As such, ten computers were used for purposes contrary to the AUP, including the use of chatrooms, dating and gambling sites, as well as for personal shopping.  Employees are also allowed to take laptops off the premises and, therefore, cannot be monitored for other inappropriate activity. 

Internal controls over extraclassroom activity (ECA) cash receipts were also not designed appropriately or operating effectively enough to adequately safeguard cash assets. While the District policy manual requires building principals to establish detailed procedures governing the receipt and payment of ECA moneys in their respective schools, no written cash handling procedures were found. Lastly, cash collections were not always supported by proper documentation such as duplicate press numbered receipts.
	10 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding the internal audit function, computer use policies and procedures, and extraclassroom activity cash receipts. 

District officials generally agreed with the recommendations. Regarding the internal audit function, the District participates in a cooperative agreement with other school districts and believes the independence requirement is met. Additionally, the District has budgeted additional resources to “lock down” wireless access, and procedures are being developed to enhance controls.


	Glens Falls City School District 
Internal Controls Over Claims Processing
2008M-99
4th Judicial District 


	The clerk indicated that she only examines one third of the claims, paying particular attention to large amounts, claims submitted for reimbursement, and claims for credit card purchases, and as a result, not every claim is properly examined. 

Fifty-five claims (totaling $1,134,894) were selected in order to determine whether or not they contained proper original supporting documentation. Thirty-four of the claims were paid prior to the board’s approval of the warrant, and only five of those were of the type permitted by statute to be paid prior to audit. These claims ranged from $600 to $595,000. There were also instances where documentation was lacking. Twenty-three of the 46 claims that required a purchase order did not have one. Further, three claims had confirming purchase orders that were dated after the purchases were made.
	2 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding claims processing.

District officials agreed with the recommendations and have indicated that the District will appoint an internal claims auditor, and he or she will review all claims beginning with the August warrant to ensure that all claims are audited and contain proper documentation.


	Green Island Union Free School District
Fund Balance and Internal Controls Over Selected Financial Operations
2008M-56
3rd Judicial District 


	District officials did not follow consistent practices in purchase authorization and supporting documentation. The superintendent had conflicting duties, since he could request, authorize, and receive purchases. The superintendent, acting as purchasing agent, also performed the duties of a claims auditor, even though this is prohibited by Education Law. The District paid 63 claims (totaling $497,726) without the board’s prior audit and approval. Fifty-six of those claims lacked the appropriate supporting documentation.

The treasurer’s duties were not appropriately segregated, sufficient compensating controls were not in place, and the treasurer’s duties were performed without any independent oversight.

The BOCES employer serving as the internal auditor was not independent in performing the District’s internal audit function. In the 2006-2007 fiscal year, the District spent over $630,800 on services provided by the BOCES. 

Further, the District’s internal controls over IT were not appropriately designed to adequately safeguard District assets. The District has no formal disaster recovery plan, and District personnel did not perform daily data backups or periodic restorations of backup data to verify its integrity. Employees had access to accounting system modules that they did not need in order to fulfill their job duties.

Finally, the District’s unreserved fund balance exceeded statutory limits. The District’s unreserved unappropriated fund balance in the general fund at June 30, 2007, totaled $737,166 (or 11 percent of the $6.5 million of budgeted appropriations for 2007-2008, more than three times the limit of 3 percent allowed by law). The District’s unreserved fund balance has been in excess of the legal limit since at least June 30, 2005.

	11 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing and claims processing, treasurer’s duties, information technology and the fund balance. 

District officials agreed with the recommendations pertaining to board policy updates, segregation of duties in purchasing and claims processing. 

District officials generally disagreed with the rest of the recommendations contained in the report, as well as their tone. The District expressed concern that through the choice of phrasing and word selection, readers will miss the important face that not one cent was not accounted for, or spent inappropriately. The District is distressed with the extremely negative tone of the report and is proud of its staff despite the District’s limited size. However, over the next 60 days, the District will work on a corrective action plan that will address the recommendations.


	Greenville Central School District 
Internal Controls Over Selected Financial Activities
2008M-59
3rd Judicial District 


	From July 1, 2006 to October 23, 2006, the board was responsible for the audit and approval of claims. During this portion of the audit period, the board did not perform a proper audit of the individual claims as required by law.

Also, the Questar III employee serving as the internal auditor is not independent in performing the internal audit function. The internal auditor is a BOCES employer, which puts this individual in the position of evaluating services provided to the District by BOCES (the individual's employer). The internal auditor therefore is not independent. 

There were also weaknesses in internal controls over information technology. The District’s computerized data is not adequately safeguarded and a disaster recovery plan has not been implemented.

	4 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding claims processing, the internal auditor, and computerized data.

District officials agreed with the recommendations pertaining to the review of claims, the disaster recovery plan, and backup computerized data. Officials have indicated that they will initiate corrective action shortly, if they have not done so already. The relationship with Questar III for internal audit services will be terminated and an independent internal auditor will be appointed on July 14, 2008.

	Hartford Central School District 
Internal Controls Over Purchasing and Information Technology
2008M-66
4th Judicial District 


	While the District adopted a purchasing policy in 1992, the purchasing agent did not enforce the board-approved policy, and the board did not sufficiently monitor controls over the purchasing process. The purchasing agent entered into District contracts and/or approved purchases that were not supported with quotes, as required by the District’s purchasing policies. The purchasing agent also did not require certain departments to use the purchase order system and did not implement procedures to ensure that sufficient appropriations were available to pay for purchases. 

The board did not monitor expenditures and did not make timely budget amendments to prevent appropriation accounts from being over spent. The delay in making budget transfers makes forecasting year-end fund balances difficult, and increases the risk that future budgets will be unrealistic. Further, the board did not perform a proper audit of claims which resulted in the board approving 25 purchase orders (totaling $40,205) with no documentation as to whether the goods were received.

The District has established an “electronic use” policy, however, does not adequately address procedures to safeguard the District’s IT system and the data that is stored on it.
	11 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing and information technology. 

District officials generally agreed with the recommendations contained in the report pertaining to  bidding and purchasing, budget transfers, the use of technology, the procurement of goods and services, written policies and procedures for claims processing, the sharing of administrative passwords, and an off-site backup system for data.

Officials have indicated that the policies and procedures will be amended shortly to address the recommendations.


	Herkimer Central School District 
Internal Controls Over Selected Financial Operations
2007M-38
5th Judicial District 


	Computer access rights were not appropriately assigned, and the treasurer’s duties were not properly segregated. The payroll clerk had full access rights to the payroll system, including preparing and processing the payroll and the ability to create, delete, or change employee records. Compensating controls were not established to mitigate the risk of having employees perform conflicting financial duties. 

The board also had not developed defined audit procedures to ensure that the claims auditor reviews all claims thoroughly before the claims are approved for payment The claims auditor is not provided the original check or supporting documentation to ensure claims are authorized and legitimate. The claims auditor also reviewed and approved some of the claims after they were paid.

	4 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding internal controls over selected financial operations and the claims audit function.

District officials agreed with the recommendations pertaining to computer access and user access rights, the segregation of the duties of the treasurer, payroll duties, and claims and audit procedures. They have indicated that they plan to initiate corrective action if they have not done so already, in order to address the concerns.

	Herricks Union Free School District
Internal Controls Over Selected Financial Activities
2008M-98
10th Judicial District 


	The District’s procurement policy is unclear as to whether District officials are required to obtain quotes or request for proposals (RFPs) and then select the vendor based on merit or recommendation, or whether the District officials may simply select vendors solely on merit or recommendation. As a result, District officials did not always solicit competitive proposals. Twenty of the 24 professional service providers tested, were hired without competition. The 20 professional service providers were collectively paid a total of $505,695 during the audit period.

Further, the District did not implement effective controls to safeguard computer data. An adequate use policy had not been implemented, and District employees are not required to periodically change their network password. There is also inadequate control over access to the server rooms, and there is no disaster recovery plan in place. 

Finally, the District has established an appropriate code of conduct for District officers and employees.

	7 recommendations
The report’s recommendations focused primarily on strengthening policies and procedures regarding procurement of professional services, computer data safeguards, and the code of ethics.

District officials agreed with the recommendations pertaining to a new computer use policy, the board purchasing policy regarding professional services, a policy requiring frequent password changes, enhancing security in the server room in the Central Administration Building, and the development of a disaster recovery plan. 

Officials indicated that there was some confusion regarding who has access to the current rooms with servers. According to the District, everyone who has access to the servers requires it, and no one without such a need has access. There were also questions regarding the feasibility of sending out RFP’s after an IEP was created.

	Indian River Central School District 
Internal Controls Over Payments for Substitute Employees and Overtime
2008M-79
5th Judicial District 
	District officials have established adequate procedures for authorizing, recording, and processing payments for time worked by substitute employees and for overtime work.

	There were no recommendations.


	Jamestown City School District 
Internal Controls Over Selected Financial Operations
2008M-61
8th Judicial District
Fiscal concern
Contract for Excellence (2007-2008)


	The board had not established appropriate policies and procedures to guide employees’ actions and, at other times, District officials did not implement the policies. There was no significant oversight of the treasurer regarding the recording and reporting of past due school taxes. As a result, the District was not aware that a total of $206,485 in property taxes was past due, and that more than half of the amount was outstanding for more than a year. The county has since remitted taxes and interest (totaling $225,000) to the District. Further, the treasurer is responsible for the billing and collection of approximately $913,000 in retiree health insurance contributions annually, with no oversight and  $284,000 of these collections are through the withdrawal of funds from retirees’ personal bank accounts.

Additionally, the District does not have adequate controls over wire transfers. Wire transfers were reviewed, and although no improper transactions were detected, one bank listed a retired employee as an authorized individual allowed to make wire transfers, and four banks allowed authorized personnel to approve their own transfers. 

During the period July 1, 2006 through June 30, 2007, a third party administering the District’s workers compensation program signed checks totaling $254,650, drawn on a District bank account. A thorough review of the checks written was not performed by the District and the treasurer does not perform bank reconciliations for this account. 

Sixty-three claims were reviewed, and four payments (totaling $20,741) were not supported by signed agreements. There were also five payments, totaling $2,576, for meals provided to employees that were not in compliance with District policy.

There were $12,961 in purchases that were made without following District procedures and $4,588 in business lunches and dinners were not in compliance with District policies. An employee also paid $12,926 for services without a signed contract. 

Finally, three employees submitted their own timesheets for salaries totaling $71,574. The District also paid two employees $8,320 more than the stated contract rate for acting as departmental chairpersons.
	16 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding treasury and accounting duties, claims processing and payroll policies and procedures.

District officials generally agreed with the recommendations pertaining to transfer of funds, school taxes, wire transfer funds, claims reimbursement, timesheets, and bargaining unit contract language. 

District officials have indicated that most plans have been implemented, and that officials began working on adjustments during the field audit.


	Liverpool Central School District 
Internal Controls Over Selected Financial Activities
2008M-19
5th Judicial District

	There were a number of questionable transactions, including overpayments to the former superintendent, the circumventing of controls by the former superintendent in an effort to allow a board member to receive free health insurance benefits and the donation of District assets to outside organizations. The District’s lax controls over District assets resulted in over $250,000 in District monies and equipment being used inappropriately or irresponsibly.

The District did not have adequate internal controls in place to ensure that its officers and employees received compensation and benefits in accordance with the terms of their contractual agreements or board policies. As a result, the former superintendent was overpaid a total of $26,275 during the 2001 to 2002-2003 fiscal years, and leave records were not available to support payments he received for unused leave totaling $67,790. The superintendent also approved payments (totaling $15,000) without board authorization. The District did not properly bill a former board member for his health insurance coverage resulting in the District incurring $44,283 in insurance costs without receiving reimbursement. 

As part of the District’s student laptop computer program, the District provides each student participant in Grades 10 through 12 with a laptop computer. The District leases laptops from Onondaga BOCES, and then the student and his/her parent enter into an agreement to lease the laptop from the District. The District had weak management controls over its student laptop program which resulted in 32 laptops (totaling $38,400) that the District could not locate.

The District violated the State Constitution when it donated the proceeds from the sale of 28 new laptop computers to a nonprofit corporation. Cash and checks received from the sale of the laptops were not deposited into a District bank account or recorded in the District’s accounting records. Instead, the cash and checks were given directly to a nonprofit corporation. 

Various organizations such as the PTA, non-profit community groups and extraclassroom activity groups, coordinated with the District and the Oswego and OCM BOCES to support various student activities covered by the District’s Arts In Education, Environmental Education and Planetarium agreements. The outside groups provided the District with funding for the activities. Although the community, student and parent organizations donated money to help the District fund programs in the arts and sciences, the District passed the resulting state aid back to these organizations, which it had no authority to do.

The District had several activities that were not run by students and therefore should not have been accounted for in the extraclassroom activity fund. The board also did not receive useful reports to oversee extraclassroom activities.

The District paid $659,943 to one law firm for legal services during our 18-month audit period without entering into a written agreement, or soliciting written proposals as required by the District. 

District management has recognized the need for improving District internal controls and steps have recently been taken to strengthen internal controls. The District has also addressed some findings in this report by phasing out the student laptop program, discontinuing the practice of funding various outside organizations, and establishing administrative regulations governing the operation of extraclassroom activities.
	22 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding control environment, compensation and benefits, the student laptop computer program, donation of district assets, extra-classroom activity funds and legal services.

District officials generally agreed with the recommendations pertaining to the control environment, corrective actions previously taken, authority for split dollar policy, authority for survivor insurance, health insurance for the board president, the student laptop computer program, donation of District assets, potential IRS penalty, extraclassroom funds, and contract for services.

The District did indicate, however, that they do not share the opinion that the 2000 amendment to the former superintendent’s contract reflected negatively on the board’s ethics. 

Officials have indicated that corrective action has already been implemented, or is currently in the process of being implemented, in order to address the recommendations contained in the report.


	Longwood Central School District  Professional Service Contracts and Computer Data Safeguards
2008M-53
10th Judicial District 


	District officials did not generally solicit request for proposals (RFPs) when obtaining professional services and as a result paid nine professional providers more than $1.2 million for contracts awarded without the benefit of competition. The District also obtained services from five professionals totaling $326,800 without using properly executed  written contracts, and paid a sixth vendor $30,360 without a board-approved contract. The District also incurred expenses of $12,299 for professional services provided prior to the issuance of purchase orders.

Further, the District did not adequately implement procedures to safeguard computer data. The District did not disable user accounts for five employees who left District service. The District also failed to adequately adopt a disaster recovery plan or properly store backup copies of data in case of an emergency.

	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding professional service contracts and computer data safeguards. 

District officials generally agreed with the recommendations presented in the report pertaining to revising the procurement policy, soliciting RFPs for professional services, internal controls regarding confirming purchase orders and  central office administrators, and safeguarding computerized data.
The District has already implemented corrective action for a majority of the recommendations, and they have also indicated that they are in the process of revising their procurement policies.

	Lyncourt Union Free School District 
Internal Controls Over Purchasing
2008M-114
5th Judicial District 


	Although the District has established internal controls for their purchasing practices to protect against fraud, abuse and professional misconduct, it was found that these controls did not always operate effectively, and the policy was inadequate. 

District staff did not always comply with competitive bidding requirements and the District’s procurement policy provided little guidance on the actions personnel should take to seek competition for procurements.

Additionally, District officials have not developed written procedures or regulations to supplement the board’s policy. As a result, District personnel have not received detailed guidance on how to procure supplies and services in the most economical way.

The District unnecessarily spent $27,120 without ensuring that it was getting the best price for goods, because bids were not requested for that particular contract. 

Nine out of ten reviewed purchase and public works contracts (totaling $82,764) did not contain documentation to provide proof that the District obtained competition for the goods and services.

	2 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing. 

District officials agreed with the recommendations pertaining to the procurement policy, and have indicated that they will implement written procedures to supplement the policy. Further, General Municipal Law will be complied with regarding purchase contracts exceeding $10,000 and public works contracts exceeding $20,000. The recommendations will be implemented immediately by the District.


	Manchester-Shortsville Central School District  Internal Controls Over Computerized Business Management System
2008M-49
7th Judicial District 


	The treasurer uses a computerized electronic signature stamp to sign checks and to place approving signatures on purchase orders. The treasurer should be required to enter her password in order to place her signature stamp on the checks as they are printed. However, District officials have not set specific user rights and system access levels to activate this control feature.  As a result, the accounts payable clerk was able to print checks and approve purchase orders using the treasurer’s electronic signature stamp without the direct supervision of the treasurer. 

Policies and procedures have not been established for the administration of the system, including the approval levels necessary for adding users and establishing user access rights. District officials should also periodically review access rights, establish procedures for the administration of the system and establish compensating controls for the review of changes to vendor information.
	3 recommendations
The report’s recommendations focused on strengthening the policies and procedures for the Computerized Business Management System. 

District officials agreed with the recommendations, and have indicated that they have already addressed the findings, and will submit a corrective action plan upon its completion.


	Marcellus Central School District 
Internal Controls Over Payroll
2008M-67
5th Judicial District 

Fiscal concern

	The payroll clerk has developed an informal system to process payroll and followed the duties and responsibilities for the Civil Service job classification of personnel aide. These duties and responsibilities describe the work activities expected for the payroll clerk. They do not provide for controls designed to help ensure that the work of the payroll clerk is reviewed and verified by an appropriate District officer or employee. 

The salary and benefits for eight full-time, non-union employees were reviewed, and although the board approved their salaries, there were no District-wide policies or board resolutions to set forth the benefits they were to receive. Three of the employees were provided the same benefits as in the administrator’s contract, and the remaining five were provided the same benefits as in the office personnel contract. 

  Although the District has limited management oversight within the payroll process, District officials have implemented certain compensation controls. The compensating controls, however, did not fully address the control weaknesses in the payroll function. The wages of 26 employees (totaling $1,471,079) were tested, payrolls for 12 employees ($447,026), retroactive payments for 6 employees ($37,433), separation payments to 3 employees ($45,807), overtime payments to 7 employees ($23,973), and additional payments to 6 employees ($67,249). 

Two employees who were considered covered by the administrator’s contract did not receive matching contributions to their tax sheltered annuities of $2,310 and $1,995 respectively. One employee who was considered covered by the administrator’s contract did not receive a longevity stipend of $500. Additionally, one recently hired employee covered under the teacher’s contract was overpaid by $4,176 due to a retroactive payment that was not calculated properly. Lastly, two employees covered under the office personnel contract were overpaid by $1,201 due to overtime payments that were not calculated properly.
	11 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding internal controls over payroll. 

District officials generally agreed with the recommendations pertaining specifically to written policies regarding payroll processing, board authorization, incompatible payroll duties, the treasurer’s signature stamp, receiving payments, certification of payrolls and printed checks. Officials have also agreed with recommendations regarding periodic payroll payouts and overpayments. 

District officials have indicated that a majority of the policies have already been amended, and that the others currently have action plans in progress.


	Margaretville Central School District 
Internal Controls Over Selected Financial Activities
2008M-44
6th Judicial District 


	Duties related to cash receipts and disbursements were not properly segregated. The treasurer performed all aspects of the cash receipt and disbursement process and also reconciled all District bank accounts with no independent review. 

Also, District officials did not ensure compliance with the District’s procurement policy, and the District’s superintendent approved purchases without first soliciting or ensuring that District staff solicited the required competition. Out of 14 reviewed claims (totaling $44,000), neither written or verbal quotes were solicited as required by District policy. Additionally, for seven claims (totaling over $39,000), District personnel obtained quotes from only one vendor for each purchase instead of three vendors, as required. 

The claims auditor did not audit and approve all claims before payment, did not provide a certified warrant, and did not report deficient claims to the board. Further, District officials allowed the treasurer to pay claims based on the clerk’s signature. Thirty-eight out of 80 claims (totaling $95,865 out of $400,000) were not audited in accordance with District procedures, and had one or more deficiencies. 

District officials did not develop policies and procedures to ensure that cafeteria moneys were properly recorded, accounted for, and deposited intact.  The cafeteria manager did not ensure that the cashiers recorded all cafeteria sales promptly into the point-of-sale cash registers, and that all moneys received were deposited. Over the course of one school year, cash register collections exceeded the recorded sales by a net total of $2,000. However, no one investigated the variances between the recorded sales and the cash counts entered into the point-of-sale system, and the treasurer did not verify daily deposits against total sales. Furthermore, there was no evidence that the surplus cash was deposited, and the duties of the cafeteria manager and cashiers were not sufficiently segregated.

The District’s computerized data and information technology resources were not sufficiently safeguarded. 

Finally, there were weaknesses in the internal controls over the District’s process for classifying workers whom the District enrolls in the Employees Retirement System (ERS).
	8 recommendations
The report’s recommendations focused on the segregation of duties, use of competition, audit of claims, cafeteria cash receipts, computerized data safeguards, and the classification of employees.

District officials indicated that they have accepted the findings as accurate and will issue a corrective action plan.


	Millbrook Central School District 
Internal Controls Over Cash Receipts and Disbursements and Information Technology
2008M-26
9th Judicial District 


	The treasurer’s duties, which included receiving, recording, and disbursing District moneys, performing electronic funds’ transfers, preparing journal entries of cash transactions, and reconciling the bank statements were not adequately segregated. 

The internal controls over wire transfers were inadequate because the treasurer could transfer funds based on only verbal authorization by the business administrator. The treasurer performed three wire transfers ($2,787,000) from an investment trust fund to the construction fund without the written authorization of the business administrator. The treasurer also allowed the accounts payable clerk and the payroll clerk to apply her signature to District checks when she was not present. 

Twenty-two out of 50 disbursements reviewed, totaling $151,000, were made before the claims auditor properly audited the corresponding claims. There were, however, no erroneous or improper payments made. 

The District’s physical and electronic access controls were inadequate, in that both District and non-District personnel had unsupervised access to the server room. A District vendor was allowed unrestricted remote access to the accounting software. Additionally, District officials assigned the monitoring of the financial system’s audit logs to the treasurer, who performed key financial duties, instead of assigning this responsibility to an official independent of business office operations. District officials assigned comprehensive system administrator rights to teachers for assigned laptops and did not monitor their activities regularly. 

The District also has no procedures in place to ensure secure storage and transport of sensitive information on portable “thumb” drives used by employees, and inadequate plans for properly removing the information residing on computers and media that are discarded or transferred to another use. Furthermore, there was not a formal disaster recovery plan in place, or a secure backup plan for the District’s financial and student data.
	8 recommendations
The report’s recommendations focused on cash receipts and disbursements and information technology.

District officials accepted the recommendations pertaining to adequate written policies and procedures regarding the treasurer and the business administrator, the rotation of duties among staff, wire transfers, the electronic signature disk and the audit of claims. 

Officials have stated that many of the observations and recommendations will be addressed through the hiring of an additional business office staff member, who will enable the district to achieve a greater segregation of duties and cross-training capacity.


	Multi-Agency Emergency Preparedness at Selected State Agencies
2007-S-29

	The State Emergency Management Office (SEMO) is responsible for coordinating emergency management planning efforts in New York State. SEMO encourages and supports State agency efforts to develop agency-specific emergency management plans. 

The State Education Department was one of ten State agencies selected for a field visit to survey emergency preparedness. Detailed results of the audits of the ten agencies are not included in the report due to sensitivity of the material. 

Upon review, it was noted that the level of emergency management planning varies greatly from agency to agency. While some agencies have developed adequate policies and procedures of emergency preparedness, others have developed incomplete plans, or none at all. Also identified were inconsistencies and an overall lack of uniformity among the plans that have been developed. 


	5 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding the emergency response plan, the business continuity plan, and the disaster recovery plan.

The recommendations to the agencies selected were to examine their emergency plans to ensure that each has comprehensive plans in place that contain all necessary elements. 

Officials from the ten state agencies visited agreed with the recommendations and many have reported actions are already underway to ensure comprehensive plans are in place.

	New Lebanon Central School District 
Internal Controls Over Selected Financial Operations
2008M-104
3rd Judicial District

	District officials are not depositing receipts in a timely manner; either they did not maintain a cash receipts log or did not maintain a complete cash receipts log, did not reconcile the cash receipts log, or did not issue press-numbered receipts. The treasurer is processing both manual accounts payable and payroll disbursement checks outside of the process. District checks are either being signed by a signature disk outside of the control of the treasurer, or the treasurer is improperly using a signature stamp. 

Further, no one from the District’s business office reviews separation payment calculations done by the treasurer. There was a potential overpayment of $11,134 to the former director of transportation for unused vacation leave to which he was not entitled. 

The person that serves as the District’s claims auditor, is an employee of Management Advisory Group Business Operations (MAGBO), and the District has a significant contract with MAGBO in which MAGBO provides financial services to the District. The District cannot enter into a contract with MAGBO for the claims audit function and an employee of MAGBO cannot be appointed as the claims auditor.

The internal audit function is not appropriately designed, as the Rensselaer BOCES employee serving as the internal auditor, is not independent in performing the District’s internal audit function. 

Finally, there were weaknesses in internal controls over the District’s process for classifying whom the District enrolls in the Employee Retirement System.

	14 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding cash receipts and disbursements, separation payments, claims audit function, internal audit function, and the classification of employees.

District officials generally agreed with the recommendations pertaining to cash receipts and disbursements, specifically the timely deposit of district monies, cash logs, press numbered receipts, the elimination of hand-drawn checks, the treasurer’s signature disk, and internal control policy. Additionally, Officials have agreed with the recommendations regarding separation payments, the claims audit function, the internal audit function, and the classification of employees. 

The District has stated that regarding the recommendation pertaining to the vacation leave paid to the former director of transportation, the contract language was vague but that the board will review all current and future agreements to ensure provisions for payments are clearly written.

	New Rochelle City School District 
Internal Controls Over Selected Financial Activities
2008M-41
9th Judicial District 


	The District's procurement policies and procedures do not contain sufficient guidance on the procurement of professional services, sole source purchases and emergency purchases. As a result, District officials paid $508,883 for legal services and culinary classes, and $28,748 for sole source learning materials without soliciting competitive proposals or quotations. District officials also paid claims totaling $14,216 designated as emergency purchases without any documentation describing the nature of the emergency. 

The board has not adopted a written job description, or policies or procedures to provide specific instructions and communicate its expectations to the claims auditor. The claims auditor was not aware that she was required to report to the board. Out of 60 claims examined, totaling $111,133, the claims auditor approved $35,297 without properly executed purchase orders. In addition, $2,625 in credit card reimbursements did not have adequate receipts attached to the credit card invoices detailing expenditures. 

Finally, the District assigned incompatible duties to the treasurer and purchasing agent. The treasurer performs incompatible cash receipts and disbursement duties, and the purchasing agent also serves as the administrator of the financial accounting software application.

	10 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding procurement, claims processing and the segregation of duties. 

District officials generally agreed with the recommendations pertaining to professional services, sole source purchases, emergency purchases, segregation of duties, and the purchasing agent. They have stated that they will initiate corrective action to address the findings. 

Officials disagreed with the recommendation that the referenced $35,297 was paid without supporting documentation. The District feels that there was sufficient documentation showing that the referenced payments were proper and valid school district expenditures.

	North Colonie Central School District 
Internal Controls Over Selected Financial Activities
2008M-81
3rd Judicial District

	The District’s internal controls pertaining to the procurement of goods and services need to be improved. District officials do not always enforce compliance with these policies. Eleven out of 20 purchases (totaling $30,660) lacked evidence that written or verbal quotes were obtained. Further, 14 out of 48 purchases (totaling $41,704) required, but lacked, purchase orders.

District officials also need to improve controls over information technology operations. The District has not consistently limited third-party access to the computer system, reviewed audit logs to monitor computer system activity, or adopted a formal disaster recovery plan.

	5 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing and information technology.

District officials generally agreed with the recommendations regarding purchasing, written and verbal quotations, purchase orders, access rights, audit logs, and a disaster recovery plan. Officials have indicated that they will review and improve existing policies, and implement new policies as needed.

	North Rose-Wolcott Central School District  Internal Controls Over Selected Financial Transactions
2008M-34
7th Judicial District 


	Payroll duties were not properly segregated and compensating controls were inadequate. The payroll supervisor has the ability to create new employee records, update employee information, input/update salary detail, process payroll, and print and distribute payroll checks for the District. 

Also, the District has not adequately segregated the duties of the treasurer. The treasurer is responsible for recording receipts, transferring funds between and from District accounts, signing checks, and preparing and entering journal entries. In addition, the treasurer has not performed timely bank reconciliations and all of the treasurer’s duties are performed with little or no oversight. 

Finally, management has not protected District assets by ensuring that the administration of the computerized financial management system was properly assigned to someone outside of the business office. There were inappropriate levels of access in the financial software system, activity audit logs are not reviewed by management, and the board has not adopted policies and procedures to address information technology (IT) concerns.
	10 recommendations
The report's recommendations focused on the segregation of duties, and the computerized financial system. 

District officials generally agreed with the recommendations pertaining to the duties of the payroll supervisor and the treasurer, the distribution of payroll checks, bank reconciliations, user access rights, the segregation of duties of the school business administrator, audit logs, sensitive personal information, and a formal disaster recovery plan. Corrective action will be implemented shortly.


	North Warren Central School District 
Internal Controls Over Financial Operations
2008M-82
4th Judicial District 


	The District’s policies and procedures for cash receipts and disbursements did not provide sufficient guidance to the employees involved in those processes and did not establish adequate segregation of duties. As a result, the business office staff developed their own set of procedures, which made the District vulnerable to the possibility of errors and/or irregularities. Certain manually processed checks were written in payment of claims that had not been audited and approved by the claims auditor. Further, the District did not use pre-numbered duplicate receipts and did not always deposit receipts in a timely manner.

Additionally, the board did not appoint a central treasurer to oversee the extra-classroom activity funds as required by the District’s own policy. Extra-classroom deposits were not recorded in a timely manner and disbursements were not adequately documented. The District was also unable to provide all the club records that were requested. 

The claims auditor was not properly instructed on the basic rules and requirements for performing an adequate audit and processing of claims for payment. The treasurer was also able to make payments on claims that were not submitted to the claims auditor for approval, as a result of the inadequate claims process.

The District’s information technology policies were outdated and inadequate, and it was found that controls governing the District’s computer system user rights had not been adequately established. Certain network passwords and controls were disabled, and there was no formal disaster recovery plan in place.
	12 recommendations
The report’s recommendations focused on strengthening cash receipts and disbursements, extra-classroom activities, claims auditing and information technology. 

District officials generally agreed with the recommendations pertaining to cash receipts and disbursement policies, cash deposits, extra-classroom activity money, a policy regarding the claims audit process, establishing a policy for the information technology system, passwords and backup data.

Officials disagreed with the report’s statement that they did not provide documentation or an explanation pertaining to ten bank transfers. The District states that they provided all bank transfer confirmations and supporting payroll documentation as requested. 

	Oneida City School District 
Internal Controls Over Selected Financial Operations
2008M-80
6th Judicial District


	The claims auditor was not aware of the policy and regulation related to her position and District officials failed to provide oversight to ensure that she complied with such policy and regulation.  The treasurer also allows her signature to be affixed to checks when she is not present. Due to the control weakness, 155 claims were tested totaling $2.2 million, and no significant exceptions were found. Further, there was no indication the District officials approved the hourly wage rate of $25.14 for the part-time tax collector or approved the $1,000 stipend for the District clerk’s position. In addition, dental benefits totaling $17,500 were provided to 29 transportation employees who are not entitled to such benefits.

Additionally, the District’s procedures do not allow for the treasurer’s direct supervision of the check-signing process or review of the checks before they are distributed. There was also inadequate oversight of the clerks’ work to compensate for their conflicting duties in processing payroll. 

Finally, the director of music authorized and approved payments to a business operated by her husband, in which she is deemed to have a prohibited interest. Those payments included $920 for services performed, and $1,230 for the purchase of goods during the 2006-2007 school year.
	11 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding non-payroll cash disbursements, personal services and benefits, and conflicts of interest.

District officials have indicated that they will submit a corrective action plan upon receipt of the final audit report, in accordance with the 90-day requirement. A number of findings have already been addressed and the remainder of the issues are being worked on with the District’s administration.


	Oppenheim-Ephratah Central School District  Internal Controls Over Payroll
2008M-51
4th Judicial District 
	Internal controls over payroll and personnel services were properly designed and working effectively.

	There were no recommendations.


	Orange-Ulster BOCES  Internal Controls Over Purchasing
2008M-108
9th Judicial District 


	A review of 55 purchase and public works contracts (totaling $1.2 million) shows that BOCES officials need to improve controls over purchasing. Officials did not obtain quotes for 5 of the 18 purchases that did not require competitive bidding. In another case a vendor was designated as a “sole source” without any documentation to support that designation. Additionally, BOCES did not have written contracts with 3 of the 14 professional service providers that were reviewed. Payments to 21 vendors (totaling $105,000) were not reported to the IRS as required.


	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding purchasing.

BOCES officials generally agreed with the recommendations pertaining to competitive bidding and sole source procurement, competitive quotations, professional services, and the reporting of 1099’s. Officials have indicated that they will establish the necessary procedures to amend all concerns, if they have not done so already.

	Pittsford Central School District 
Internal Controls Over Selected Financial Activities
2008M-46
4th Judicial District

	At times the board had not established appropriate policies to guide employees’ actions and at other times, District officials did not implement the policies. The board had not established an overtime policy and related procedures, and District officials did not establish appropriate controls over overtime expenditures. As a result, various employees received overtime pay of approximately $34,000 without pre-approval and $21,000 of this amount was paid without supporting documentation. 

Although the board has adopted a purchasing policy, the policy does not address the need for contracts for services. District officials did not enter into written agreement with various providers of service because of the lack of guidance from the board. 

Twenty-three vendors of various services were tested, and for 17 of them, there were no written agreements (totaling $252,000). There was also no indication that the board approved these non-written agreements. Additionally, the invoices supporting these payments often lacked detailed documentation of the specific services provided to the District. After examining 133 payment vouchers for various services, it was determined that with 58 of the payments (totaling $208,500), there was insufficient supporting documentation to describe the services provided to the District. 

Finally, District officials did not protect District assets by ensuring that management reviews activity audit logs. The board also has not adopted the proper policies and procedures to address the level of access to confidential and sensitive information that is granted to financial system users.
	8 recommendations
The report’s recommendations focused on strengthening the policies and procedures regarding overtime, contractual services and information technology.  

District officials generally agreed with the recommendations regarding the capital project on overtime costs, offsets to incurred overtime expenses, the adoption of a formal overtime policy, and monitoring overtime reports. 

The District also agreed with the recommendations pertaining to written agreements with vendors, supporting documentation, amending the purchasing policy, personal employee information, and a formal disaster recovery plan. 

Officials will implement the necessary policies to address the recommendations shortly, if they have not already done so.


	Plattsburgh City School District 
Internal Controls Over Extraclassroom Activity Funds and Information Technology
2008M-31
4th Judicial District 


	The board did not establish critical internal controls, or the controls that has been established were not implemented and operating effectively. 

There were also weaknesses in the controls over extra-classroom activity funds. The District extra-classroom activity fund officials did not deposit 18 cash receipts totaling $29,553 for 11 days or more after receipt, and 2 press-numbered receipts were missing.

Internal controls over the information technology system were not appropriately designed and operating effectively. Passwords are not complex, there is no requirement to change them periodically and they are not always stored in an encrypted format. Several users also have greater access than necessary and the ability to be involved in multiple aspects of financial transactions.
	11 recommendations
The report’s recommendations focused primarily on extra-classroom activity funds and information technology. 

District officials generally agreed with the comments pertaining to passwords within the District’s IT infrastructure as well as the recommendations discussing controls for extra-classroom activities. They will address the recommendations and initiate corrective action.


	Poland Central School District 
Internal Controls Over Cash Disbursements
2008M-88
5th Judicial District 


	The District did not appropriately segregate the duties of the treasurer and the deputy treasurer, nor did they establish sufficient compensating controls. Both the deputy treasurer, and the treasurer had full access rights to all accounting functions in the computerized accounting system. In addition, the treasurer does not maintain adequate control over her signature. BOCES personnel apply the treasurer’s computerized signature to payroll checks when payroll is processed at BOCES without her direct supervision, and the treasurer doesn’t verify the accuracy of payroll checks before they are distributed. 

The District’s recordkeeping is also inadequate to protect District assets because the District receives check images from the bank, but such images only show the front side of the checks for many of the District bank accounts.   Also, there was no indication that any District officials verified the completeness and accuracy of bank reconciliations.

Based on the weaknesses found, a test of 100 cash disbursements, (50 payroll checks totaling $34,229 and 50 non-payroll checks totaling $60,293) was performed. Copies of both the front and backs of checks were obtained, and no discrepancies were revealed.
	4 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding cash disbursements.

District officials generally agreed with the recommendations pertaining to the independent verification of bank reconciliations, control of the treasurer’s electronic signature, the accounting system software, and check images. Officials have indicated that they will initiate corrective action shortly, if they have not already done so.


	Port Jefferson Union Free School District  Internal Controls Over Payroll
2008M-97
10th Judicial District 


	District management implemented adequate procedures to decrease the risk of errors and irregularities in the payroll process. Although District officials do not have optimal segregation of duties in payroll processing, they have implemented controls to limit the risk associated with conflicting duties. Because of the wide spectrum of the payroll clerk’s job responsibilities, the District has implemented procedures to oversee her work. 

The payroll related payments of 300 employees were reviewed, and 8 employees were selected and tested for completeness of personnel folders and concurrence with their respective contracts. Except for a minor error, the tests showed that the District has properly accounted for leave accruals. Twelve additional employees were tested for the proper authorization of overtime payments, and there were no exceptions.
	There were no recommendations.


	Procurement and Use of Green Cleaning Products 
(Chazy Central Rural School District,

Chenango Forks Central School District, East Greenbush Central School District, East Meadow Union Free School District, Erie I BOCES, Half Hollow Hills Central School District, Patchogue Medford Union Free School District, Seneca Falls Central School District, Sewanhaka Central High School District , Watertown City School District)   

2008-MS-2
3rd, 4th, 5th, 6th, and 10th Judicial Districts

Fiscal concern

	As of September 1, 2006, Education Law, Section 409-I requires that all New York State public and nonpublic schools purchase environmentally sensitive cleaning and maintenance products. Schools were allowed to deplete existing cleaning and maintenance supplies purchased prior to September 1, 2006.

The Districts and BOCES officials were generally aware of the new legislation, but they had not adopted a related policy. While the law does not require adoption of a policy, it can help ensure that the goals of the law are met. 

Officials at the Districts that were visited had taken significant steps to comply with the Law. Of the ten units that were audited, three units complied with the Law relating to the purchase of green cleaning supplies. The districts that purchased green cleaning supplies were the Seneca Falls Central School District, Sewanhaka Central High School District, and the Watertown City School District. 

The remaining seven units were purchasing products that were not designated as green on a limited basis, however they still generally complied with the law. These units included the Chenango Forks Central School District, Chazy Central Rural School District, East Greenbush Central School District, East Meadow Union Free School District, Half Hollow Hills Central School District, Erie 1 BOCES, and Patchogue Medford Union Free School District. 

Lastly, the districts and BOCES officials were making progress in depleting existing inventories of traditional cleaning products as required by the law.
	4 recommendations to 10 districts and BOCES
The report’s recommendations focused on procurement and use of green cleaning products. 

Six districts and the BOCES responded to the report and the recommendations, and stated that they plan to initiate corrective action. Sewanhaka Central High School District, Patchogue Medford Union Free School District and Chenango Forks Central School District were provided an opportunity to respond, but they chose not to do so.


	Sandy Creek Central School District 
Internal Controls Over Selected Financial Activities
2008M-29
5th Judicial District 


	The treasurer controls cash disbursements, makes adjusting journal entries to the accounting records and reconciles the District’s bank accounts without adequate supervisory reviews or other checks on his work. In addition to processing vendor invoices for payment and having access to the resulting computer-signed checks, the accounts payable clerk also controls the purchasing function by entering requisitions into the financial system and generating the computer-signed purchase orders. 

Also, the board did not perform a proper audit of claims. Board members reviewed computer generated warrant reports listing the claims, but did not review the actual claims and supporting documentation. The District also issued payments for claims well in advance of the board meetings when they reviewed and approved the warrants. Out of the 63 reviewed claims payments received, 18 payments lacked purchase orders or other documentation, and 21 payments lacked certifications that the District had received the purchased goods or services.

Finally, weaknesses exist within the District’s system of internal controls over purchasing practices. District officials did not always comply with the prescribed provisions in the policy. Three purchases out of the 14 tested, did not comply with competitive bidding requirements. Seven purchases in amounts below statutory bidding thresholds were selected for testing and District officials did not obtain quotes for three of those purchases, which totaled over $74,000.
	7 recommendations
The report’s recommendations focused on segregation of duties, claims processing, and purchasing. 

District officials generally agreed with the recommendations pertaining to segregation of duties with the treasury and accounting duties, as well as purchasing and payment dates. Additionally, officials also agreed with the claims processing findings regarding the claims audit process and payment authorization. Lastly, the District has agreed with purchasing recommendations, specifically competitive bidding, as well as the purchasing policy. District officials have submitted a corrective action plan to indicate how they have addressed each finding.


	Shoreham-Wading River Central School District 
Internal Controls Over Payroll and Selected Purchasing Transactions
2008M-50
10th Judicial District 


	The board has not established formal policies and procedures describing employee responsibilities for the processing of payroll. As a result, the payroll supervisor had the ability to create new employees, inactivate and reactivate existing employees, input contract wages, set up deductions and direct deposits, and to print and distribute payroll checks or direct deposit vouchers. Although such weaknesses were detected, no major discrepancies were identified in the District’s payroll transactions.

Further, the District did not comply with the requirements of General Municipal Law or its procurement policy for 10 out of 26 purchases that were tested. Seven purchases (totaling $129,580) out of the sample of 18 purchases (totaling $517,843) should have been bid.  Also, out of our sample of six purchases (totaling $64,905) that met the criteria for obtaining three written quotes, three purchases (totaling $30,675) failed to do so.

	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding payroll and procurement. 

District officials generally agreed with the recommendations pertaining to the segregation of duties between the personnel and payroll departments, use of the signature disk, audit logs, and purchasing goods and services subject to competitive bidding laws. The District has indicated that they will implement corrective action shortly, if they have not already done so.

	Springs Union Free School District 
Internal Controls Over Selected Financial Operations
2008M-22
10th Judicial District 


	The claims auditor does not conduct a thorough and deliberate audit of claims, does not review and certify warrants, and failed to report directly to the board. One hundred claims were reviewed, and 16 claims ($42,655) were paid without a purchase order or approval from the claims auditor. The claims auditor approved 21 claims ($92,520), and there was no authorization from the purchasing agent. 

The District business official, who also acts as the teasurer, has administrative access rights to the computerized financial system. 

In addition, there was a lack of segregation of duties over payroll relating to the payroll clerk.

	10 recommendations
The report’s recommendations focused on cash disbursements, access controls and payroll. 

District officials generally agreed with the recommendations pertaining to the claims auditor, properly audited and paid claims, adequate itemization and documentation to support claims, blanket purchase orders, approval of new purchase orders, the computerized financial system, and the segregation of payroll related duties. Officials have indicated that they plan to initiate corrective action shortly, if they have not done so already.

	Town of Webb Union Free School District  Internal Controls Over Cash Disbursements and Employee Compensation
2008M-62
5th Judicial District 


	The District did not adequately segregate duties over its cash disbursement processes. The business manager/treasurer and payroll clerk either had control over all phases of certain transactions, or were allowed to perform critical functions without independent oversight. The business manager/treasurer had access rights to applications within the computerized accounting system that he did not need to perform his regular duties. There was also no process for someone independent of the payroll process to review payroll change reports. 

Additionally, the business manager, who also served as the treasurer, did not provided sufficient oversight of the check signing process. The accounts payable clerk and payroll clerk each had access to the business manager’s signature disk, which they used to sign checks without direct supervision. Also, the business manager did not compare checks to an approved warrant or certified payroll register to ensure that all check disbursements had been approved by the claims auditor (for claims) or superintendent (for payroll) before the District issued the checks. The business manager also did not monitor the continuity of check number sequences between warrant or payroll periods. 

Finally, during the 2005-2006 fiscal year, eight District employees received compensation that exceeded the amount of the annual salary that appeared in their employment contract, memorandum of understanding or board resolutions. These employees received $17,074 more in compensation than was authorized. Five of these employees were compensated in excess of their board approved salaries because the District paid them 27 biweekly salary payments during the year at biweekly salary rates calculated on the basis of 26 pay periods.
	6 recommendations
The report’s recommendations focused on cash disbursements and employee compensation. 

District officials generally agreed with the findings, however the District states that the lack of a conclusive finding on the issue of employee compensation is an important omission from the report.They have indicated that in several of the areas they have already initiated corrective action, and in the other areas, they are working to improve upon their policies.


	Tuckahoe Union Free School District 
Internal Controls Over Selected Financial Activities
2008M-37
10th Judicial District 

Fiscal concern

	District officials made $1.2 million in budget transfers without board approval, and the District’s accounting records were significantly deficient. 

After November 2006, the superintendent did not pre-approve overtime hours, and the District had no written documentation to show that overtime was authorized. Due to payroll miscalculations the District overpaid $3,759 to two head custodians for overtime. Further, the District paid 11 hours of overtime to a head custodian during the week that he was on vacation. As a result, the District overpaid the head custodian by $514. District officials did not implement necessary controls to properly track overtime costs associated with non-District events. 

The District also did not use the request for proposal (RFP) process or obtain written or verbal quotes when procuring physical therapy and rehabilitation services for special education students totaling $186,545 during fiscal year 2006-2007. Officials also did not comply with the purchasing policy by failing to obtain quotes prior to hiring five contractors for services totaling $56,680 during the 2006-2007 fiscal year.
	11 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding management oversight, payroll, and purchasing.

District officials generally agreed with the recommendations pertaining to budget transfers, personnel attendance at workshops and training meetings, custodial overtime, secure written agreements with vendors, and fixed asset inventory. The District has already implemented many of the recommended policies and procedures, and will initiate additional corrective action shortly.


	Tuxedo Union Free School District 
Internal Controls Over Payroll and Personnel Services and Information Technology
2008M-74
9th Judicial District 


	The District did not document proper payroll procedures. One payroll had to be processed twice and the original payroll checks totaling approximately $87,000, had not been voided and defaced and were stored in an unsecured cabinet. 

The District treasurer also serves as the payroll clerk, which creates a weakness in controls, and increases the risk that inappropriate payroll transactions will be processed and concealed. 

Additionally, the District has not supplied the New York State Education Department with accurate information concerning administrator’s salaries.

Finally, computer data was not adequately protected because back-up data was not properly secured and the District had no formal disaster plan or process to notify the director of technology and the business administrator of employees hired or terminated.
	8 recommendations
The report’s recommendations focused on information technology and payroll and personnel services. 

District officials generally accepted and agreed with the recommendations pertaining to written payroll procedures, security and storage of payroll checks and their distribution, payroll warrants, disaster recovery plan, back up data storage, and safeguarding computer equipment and data. Officials have indicated that they will address the findings.


	Valley Stream Central High School District Internal Controls Over Financial Condition and Procurement
2008M-110
10th Judicial District 


	The District has not taken the appropriate measures to adequately address the excessive fund balance. The superintendent for business did not prepare, and the board did not approve, realistic budgets. Revenues were consistently under-estimated, appropriations were consistently over-estimated, and the remaining fund balances were consistently in excess of the statutory retention limits. As a result, taxpayers paid more than necessary to sustain operations. For fiscal years ended June 30 2005, 2006, and 2007, the District reported unreserved and unappropriated fund balances that exceeded the statutory limits by $3.7 million, $3.7 million, and $3.5 million, respectively. District officials indicated that they are trying to return the amounts to the taxpayers over a period of time longer than one year to smooth the effect on the real property tax levies. 

Further, the District does not always adequately follow its procurement policy. District officials did not solicit competitive proposals for six professional service contracts totaling $561,117, or public bids for security service costing $326,748. There was also no written contract or board resolution to define the basis for payment for architectural services costing $53,615. District officials also did not establish procedures for the reimbursement of eligible special education expenses, which consequently led to not filing the appropriate documentation with the State Education Department to obtain reimbursement for expenses.
	6 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding financial condition and the procurement process.

District officials have agreed with the recommendations pertaining to the excessive fund balance, use of the request for proposal process, the Architects Contracts and the reimbursement of eligible special education expenses. The District has already taken specific actions to address all of the recommendations for these findings.



	Westfield Academy and Central School District  Internal Controls Over Selected Financial Activities
2008M-36
8th Judicial District 


	As of June 30, 2007, the unreserved general fund balance totaled $2.4 million, however, District officials did not appropriate any fund balance to reduce the tax levy. As a result, the fund balance was approximately five times more than the amount allowed by law. 

The board created an unauthorized workers compensation reserve fund to which it transferred $845,000. 

District officials are not following important aspects of the procurement policy approval process. The superintendent and interim superintendent inappropriately served as claims auditors, and disbursements totaling $2.1 million were not audited. There were also control weaknesses involving the check signing/disbursement function. 

The business manager does not monitor trust and agency fund moneys, nor does he possess any detailed information for the fund. As a result, unidentified moneys have accumulated in the trust and agency fund. 

Finally, the board has not adopted policies for payroll and leave time. The payroll clerk is solely responsible for the payroll process, and although the superintendent certifies payroll reports, the reports are not sufficient to make this control effective. The business office staff and administrators maintain their own leave time records, the records are not always dated, and they lack an indication of review or approval. There is no documented approval process and attendance records and timesheets are not used.
	19 recommendations
The report’s recommendations focused on financial condition, cash disbursements, trust and agency fund, and payroll. 

District officials generally agreed with the recommendations pertaining to financial condition, cash disbursements, the trust and agency fund, and payroll. 

Officials have indicated that they will initiate corrective action to address the concerns.


	Westhill Central School District 
Internal Controls Over Financial Operations
2008M-35
5th Judicial District 


	The treasurer’s duties were not properly segregated, and as a result there is a risk that the treasurer could misappropriate cash and manipulate accounting records.

The claims auditor has not received any written procedures or a written job description related to her claims auditing duties and does not report directly to the board. The claims auditor is a full-time employee who, in addition to claims auditing duties, is the backup for the payroll and the accounts payable clerk. She is also supervised by the assistant superintendent for business administration who also serves as the purchasing agent. Therefore, she is subordinate to the assistant superintendent for business administration and purchasing agent. 

There were no significant exceptions with the District competitive bidding policy and function, however, the District’s policy regarding goods procurements at limits below the competitive bidding threshold was not adequate because it does not establish the specific number of quotes required for a purchase.

Upon review of 11 purchases (totaling $90,090) that required written and verbal quotes showed that only one quote per purchase was obtained for five of the purchases. The District could not provide us with documentation to substantiate that they received any quotes for the other six purchases.

Finally, the District does not have a system in place to make officials and employees aware of the conflict of interest provisions of the General Municipal Law or to identify potential conflicts of interest. The District entered into a contract for $4,512 in the 2006-2007 fiscal year in which a board member has a prohibited interest.
	8 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding segregation of duties, claims auditing, procurement, and interest in contracts.

District officials generally agreed with the majority of the audit findings contained in the report and has implemented changes pertaining to the payroll clerk receiving cash receipts, cash postings reviewed monthly by the personnel clerk, wire transfers confirmed by the superintendent, journal entries, treasurer’s reports, bank statements and outstanding checks and deposits.

The District contests the statement “As a result, the treasurer could issue a check…” The treasurer does not have access to components of the financial software necessary to generate a check. The District also disagreed with the findings in the procurement area regarding amending the policy and guidelines.


	Whitesboro Central School District 
Internal Controls Over Selected Financial Operations
2008M-11
5th Judicial District 


	The District made inappropriate payments (totaling $11,802) to six employees for unused vacation days. In addition, the District did not maintain signed individual employment contracts for 9 of the 11 employees who had individual employment contracts with the District.

There were also internal control weaknesses related to the segregation of duties for treasury operations and health insurance billing. 

Finally, there were weaknesses in the assignment of access rights in the computerized financial system, physical access to hardware and the disaster recovery plan.

	13 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding payroll, cash receipts and disbursements, and information technology. 

District officials agreed with the recommendations pertaining to segregation of duties, cash receipts and disbursements, individual employment agreements, and access to the server room.

Officials disagreed with the question of validity of payment for vacation days, and found it to be contradictory. Officials also indicated that at the time of the auditor’s visit, the District was in a transition phase with their backup system, and the backup tapes were being phased out and used as a secondary system.

	Wyoming Central School District 
Internal Controls Over Selected Financial Operations
2008M-93
8th Judicial District

	The District’s payroll clerk handled most aspects of payroll processing with minimal managerial oversight. The payroll clerk entered new employees into the computerized payroll system, inputted and updated salaries and biweekly payroll information, applied the treasurer’s signature and printed payroll checks. 

The board is responsible for auditing claims to ensure the District pays for only valid District purchases that were actually received. The board adopted a policy in January 2001 that called for the appointment of a claims auditor, but the board did not make this appointment. Instead, the board’s three-person Audit Committee has assumed responsibility for auditing claims. Forty claims were tested, six of those claims were not sufficiently itemized to tell what was purchased, and seven claims had no evidence of receipt. There were a few examples where claims were not audited before paying vendors, which could have resulted in the District paying for goods it did not receive.
	5 recommendations
The report’s recommendations focused primarily on strengthening the policies and procedures regarding payroll and claims processing. 

District officials have indicated that once the report of examination is finalized and released, they will respond with a crrective action pan within 90 days.



Attachment V

Draft for Discussion Purposes Only 

Possible Policy Issues Related to 

Audit Findings

	Policy Area
	Required Actions

	Qualifications
	

	Raise minimum qualifications for treasurer and purchasing agent.
	Statutory and possibly regulatory amendments.

	Enhance higher education preparation requirements for school district leaders and school district business leaders.
	Regulatory amendments.

	Enhance minimum qualification requirements for claims auditors.
	Statutory and regulatory amendments.

	

	Training
	

	Require the treasurer, internal claims auditor and purchasing agent to attend Department approved mandatory training within 6 months of appointment and every five years.
	Statutory and possibly regulatory amendments.

	Require all board members to attend required training every five years.
	Statutory and regulatory amendments.

	If the continuing education requirement is enacted by the Board of Regents during one of the Regents meetings in the last quarter of 2008, this mandate could be enhanced to require superintendents, business officials and assistant superintendents responsible for finance and business operations to attend mandatory fiscal training every five years as part of the 175 hours of continuing education.
	Regulatory amendments.

	

	Sanctions
	

	Amend Education Law Section 306 to expand the list of school districts officials subject to removal for willful violations or neglect of duty to now include assistant superintendents, or business officials responsible for finance and business operations.
	Statutory amendment.


Attachment VI

Regents Subcommittee on Audits

OSC Audit Trend – Conflict of Interest

September 2008

Background
School districts and BOCES purchase thousands of products and services each year from many vendors and contractors. A district’s policy should ensure fairness in the procurement of goods and services. Conflict of interest transactions occur when an officer or employee is on both sides of a transaction. It exists when some financial or other material benefit comes to the employee from a business or professional transaction with the district or BOCES.  

Common Findings

The audits conducted by the Office of the State Comptroller (OSC) have identified findings related to conflict of interest of board members and district employees. In response to the findings, the audits have recommended:

· District officials should take corrective action to eliminate the conflict of interest that exists.

· The board should review the conflicts of interest provisions of the General Municipal Law (GML) and its Code of Ethics and establish procedures to help District officials identify and avoid potential conflicts of interest. 

· The board should establish controls to ensure that District officers and employees are aware of the statutory requirements pertaining to interests in contracts with the District.

· The board should establish controls to ensure that the District does not enter into any contracts in which an officer or employee has a prohibited interest.

· The board should review and revise its Code of Ethics to address situations where District officials and employees have interests in contracts with the District. 

· The board should ensure that every District officer or employee who has an interest in any contract with the District discloses their interest in writing to the board. 

· The board should ensure that all purchases are made according to the requirements of GML and the District’s purchasing policy.

· The board should require the District clerk/secretary, and any other District official/employee, to disclose interests in contracts with the District as required by law.

Audit findings related to conflict of interest are found in four of the audits being presented this month. Since May 2007, 16 of the 377 OSC audits presented to the Subcommittee contained findings related to conflict of interest. 

Criteria

Conflict of interest is governed by Article 18 of GML. School districts and BOCES are subject to the provisions of the law. Section 801 of GML prohibits conflict of interest by stating no municipal officer or employee shall have an interest in any contract with the municipality of which he is an officer or employee and has the power or duty to:

· Negotiate, prepare, authorize or approve the contract or authorize or approve payment,

· Audit bills of claims under the contract, or

· Appoint an officer or employee who has the power or duties set forth above.

In addition, the law prohibits the chief fiscal officer, treasurer or his deputy or employee from having an interest in a bank designated as depository, paying agent, registration agent or for investment of funds of the municipality. 

Section 803 of GML requires an officer or employee to publicly disclose the nature and extent of any conflict of interest in writing to his/her immediate supervisor and to the governing body as soon as the individual has knowledge of the actual or potential interest. The disclosure must be made part of the official record of the proceedings. 

Guidance and Training
The Department’s Reference Manual for Audits of School Districts reminds auditors of the requirement for districts to have a Code of Ethics for officers and employees. In addition, the Department provides training in claims auditing and purchasing, which discusses conflict of interest situations and legal requirements.
Recommendation

The most effective way to enhance compliance with conflict of interest situations is through expanded training. The following possible actions have been considered to address the findings in the area of conflict of interest:

1. expand training and outreach

2. expand training requirements to additional school officials
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