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State of New York
Offi ce of the State Comptroller

Division of Local Government Services
and Economic Development

March 2006

Dear School District Offi cials:

One of the Offi ce of the State Comptroller’s top priorities is to identify areas where school districts can 
improve their operations and provide guidance and services that will assist school district offi cials in 
making those improvements. Further objectives are to develop and promote short-term and long-term 
strategies to enable and encourage school district offi cials to reduce costs, improve service delivery 
and to account for and protect their school districts’ assets. 

The reports issued by this Offi ce are an important component in accomplishing these objectives. These 
reports are expected to be a resource and are designed to identify current and emerging fi scally related 
problems and provide recommendations for improvement. The following is our report on the Catskill 
Central School District — Purchasing, Capital Assets and Inventories.

This audit was conducted pursuant to the State Comptroller’s authority as set forth in Article 5, 
Section 1 of the State Constitution and Article 3 of the General Municipal Law.  The report contains 
opportunities for improvement for consideration by school district offi cials.  

If we can be of assistance to you or if you have any questions concerning this report, please feel free 
to contact the local regional offi ce for your county listed at the back of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government Services
and Economic Development
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Catskill Central School District (District) is governed by the Board of Education (Board) which is 
comprised of nine elected members. The Board is responsible for the general management and control 
of the District’s fi nancial and educational affairs. The Superintendent of Schools (Superintendent) is 
the chief executive offi cer of the District and is responsible, along with other administrative staff, for 
the day-to-day management of the District under the direction of the Board. 

The Board designated the Business Manager as the Purchasing Agent for the District.  Under the 
general supervision of the Superintendent, the Purchasing Agent is responsible for administering all 
purchase activities. In July 2003, the Board adopted Purchasing, Purchasing Regulation, and Purchasing 
Authority policies that govern District purchasing and related activities.

The District’s inventory of capital assets represents a signifi cant investment of resources. The District’s 
audited fi nancial statements included capital assets (e.g. furniture, equipment and computers) with a 
total net book value at June 30, 2004 of $921,392.   

Scope and Objective
 
The objective of our audit was to determine if controls over purchasing, capital assets and inventories 
are appropriately designed and operating effectively.  Our audit addressed the following questions 
related to District purchasing for the period July 1, 2004 through August 22, 2005, and capital assets 
and inventories for the period July 1, 2004 through November 1, 2005: 

• Has the District established adequate internal controls over purchasing to protect against fraud, 
abuse and professional misconduct, and are those controls operating effectively?

• Has the District established adequate internal controls to protect capital assets and inventories 
against loss, waste and misuse, and are those controls operating effectively?

Audit Results 

We found that although the District has established internal controls to protect against fraud, abuse and 
professional misconduct related to the District’s purchasing practices, there were instances where those 
controls are not operating effectively.  This occurred because the Purchasing Agent and Board did not 
recognize gas and electric services are subject to the competitive bidding requirements of General 
Municipal Law and did not follow certain requirements of the District’s procurement policy for the 
solicitation of requests for proposals and quotes for audit services and certain other purchases.  
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We also found that internal controls related to capital assets and inventories need to be improved to 
protect District assets against loss, waste and misuse.  District offi cials have not updated their asset 
inventory records since the last physical inventory was prepared in December 2004.  

Comments of District Offi cials

The results of our audit and recommendations have been discussed with District offi cials and their 
comments, which appear in Appendix A, have been considered in preparing this report.  District 
offi cials generally agreed with our recommendations and indicated they plan to initiate corrective 
action. 
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Background

Introduction

The Catskill Central School District (District) is located in the Village 
of Catskill, Greene County. The District is governed by the Board 
of Education (Board) which is comprised of nine elected members. 
The Board is responsible for the general management and control of 
the District’s fi nancial and educational affairs. The Superintendent of 
Schools (Superintendent) is the chief executive offi cer of the District 
and is responsible, along with other administrative staff, for the day-
to-day management of the District under the direction of the Board. 

There are three school buildings and a modular unit in operation within 
the District, with an estimated 1,800 students attending these schools. 
The District has a workforce of approximately 325 employees. The 
District’s budgeted expenditures for the 2005-06 fi scal year are 
approximately $28 million, funded primarily with State aid, real 
property taxes and grants. 

The President of the Board is the Chief Fiscal Offi cer of the School 
District.  However, many of the fi nancial management functions of 
the District are the responsibility of the Superintendent of Schools, 
the Business Manager and the District Treasurer.  For example, the 
Board has designated the Business Manager as the Purchasing Agent 
for the District.  Under the general supervision of the Superintendent, 
the Purchasing Agent is responsible for administering all purchase 
activities.  In July 2003, the Board adopted Purchasing, Purchasing 
Regulation, and Purchasing Authority policies that govern District 
purchasing and related activities.  The Superintendent, with the 
assistance of the Purchasing Agent, must establish and maintain an 
internal control structure to ensure that District assets are safeguarded 
against loss from unauthorized use or disposition; that transactions are 
executed in accordance with laws and District policies and regulations; 
and that transactions are recorded properly in the fi nancial records of 
the District

The District’s audited fi nancial statements included capital assets, 
(e.g., furniture, equipment and computers) with a total net book value 
at June 30, 2004 of $921,392.   Thus, the District’s inventory of capital 
assets represents a signifi cant investment of resources.  Capital assets 
are subject to the risk of loss, waste and misuse.  District managers 
must ensure that capital assets are protected from loss, that their value 
is maintained and that they are used effectively.  Assets such as lap top 
computers, printers and cameras are more susceptible to loss or misuse 
and require stronger controls to protect them.  
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Comments of
Local Offi cials and
Corrective Action

Scope and 
Methodology

Objective The objective of our audit was to determine if controls over purchasing, 
capital assets and inventories are appropriately designed and operating 
effectively. Our audit addressed the following related questions: 

• Has the District established adequate internal controls over 
purchasing to protect against fraud, abuse and professional 
misconduct, and are those controls operating effectively?

• Has the District established adequate internal controls to protect 
capital assets and inventories against loss, waste and misuse, 
and are those controls operating effectively?

During this audit we examined internal controls related to purchasing 
for the period July 1, 2004 through August 22, 2005.  We examined 
internal controls related to capital assets and inventories for the period 
July 1, 2004 through November 1, 2005.

We interviewed appropriate District offi cials and tested purchasing 
records, claims, warrants, reports, capital asset and inventory records, 
and other documents of the District.  We conducted our audit in 
accordance with Generally Accepted Government Auditing Standards. 
More information on such standards and the methodology used in 
performing this audit are included in Appendix B of this report.

The results of our audit and recommendations have been discussed 
with District offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report.  District offi cials 
generally agreed with our recommendations and indicated they plan to 
initiate corrective action.  

The Board has the responsibility to initiate corrective action. Pursuant 
to Section 35 of the General Municipal Law, the Board should prepare 
a plan of action that addresses the recommendations in this report and 
forward the plan to our offi ce within 90 days. For guidance in preparing 
your plan of action, you may refer to applicable sections in the 
publication issued by the Offi ce of the State Comptroller entitled Local 
Government Management Guide. We encourage the Board to make this 
plan available for public review in the District Clerk’s offi ce.
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Purchasing

A good system of internal control consists of policies, practices, 
and procedures that allow a school district to provide reasonable 
assurance that it is using its resources effectively (i.e., prudently 
and economically) and that it is complying with applicable laws and 
regulations.  A major component of a good system of internal control is 
management’s attitude toward, and support for, internal controls, and 
its regular monitoring of such controls to make sure they are working 
effectively. The Board is responsible for designing internal controls 
that help safeguard the District’s assets and ensure the prudent and 
economical use of its moneys when procuring goods and services. 
Adequate internal controls need to be established to meet these 
responsibilities and to protect against favoritism, extravagance, fraud 
and corruption. Certain controls are designed to prevent errors and 
irregularities from occurring. Other controls act to detect errors and 
irregularities timely. When it comes to procurement, a good system of 
internal control uses each of these types of controls to minimize the 
risk that errors or irregularities may occur and go undetected. 

The objectives of a procurement process are to obtain services or 
materials, supplies and equipment of the desired quality in the quantity 
needed at the lowest price in compliance with applicable Board 
and legal requirements.  This helps ensure that taxpayer dollars are 
expended in the most effi cient manner. 

Although the District has established internal controls to protect against 
fraud, abuse and professional misconduct related to the District’s 
purchasing practices, we found instances where those controls are not 
operating effectively.  This occurred because the Purchasing Agent 
and Board did not recognize gas and electric services are subject to the 
competitive bidding requirements of General Municipal Law and did 
not follow certain requirements of the District’s procurement policy for 
the solicitation of requests for proposals and quotes for audit services 
and certain other purchases.  

Competitive Bidding The purpose of obtaining bids is to encourage competition in the 
procurement of supplies, equipment and services which will be paid 
for with public funds.   The appropriate use of competition provides 
taxpayers with the greatest assurance that goods and services are 
procured in the most prudent and economical manner, goods and 
services of desired quality are being acquired at the lowest possible 
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price and procurements are not infl uenced by favoritism, improvidence, 
extravagance, fraud or corruption.  State law requires bids when an item 
or commodity group exceeds dollar limits established under Section 
103 of the General Municipal Law.  Current dollar thresholds require 
school districts to advertise for bids for purchase contracts in excess of 
$10,000 and public work contracts in excess of $20,000.  

To test adherence to competitive bidding requirements, we selected six 
purchase contracts and four contracts for public work.  We found that 
the District (Purchasing Agent) did not competitively bid the purchase 
of natural gas and electric services.  The District’s Purchasing Agent 
was unaware that natural gas and electric service were required to be 
bid.  Although we did not determine if the District could have secured 
a better price by soliciting competitive bids for natural gas and electric 
service, we determined that there are other suppliers of natural gas and 
electric services in the region that may very well have competed for the 
District contract. 

Payments to the District’s utility provider for natural gas and electric 
service amounted to $312,622 during the 2004-05 school year.  Without 
proper adherence to laws and established policies and procedures, the 
District cannot be sure that they are securing goods and services in 
the most economical manner which is in the best interest of District 
taxpayers.

Procurement Policy General Municipal Law, Section 104-b, requires the Board to adopt 
written policies and procedures for the procurement of goods and 
services that are not subject to competitive bidding requirements.  
These policies and procedures should contain provisions requiring 
that such goods and services be purchased based on a written request 
for proposal (RFP), written quotations or verbal quotations.  These 
policies and procedures should set forth each method of procurement, 
the procedures for determining which method will be used, and provide 
for adequate documentation of the actions taken.  Accordingly, the 
District, in July 2003, adopted Purchasing, Purchasing Regulation and 
Purchasing Authority policies.  

The Superintendent, with the assistance of the Purchasing Agent, is 
responsible for the establishment and implementation of the procedures 
and standard forms for use in all purchasing and related activities in 
the District.  According to the District’s procurement policy, goods and 
services that are not required by law to be procured by the District 
through competitive bidding will be procured in a manner as to ensure 
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the prudent and economical use of public moneys, in the best interests 
of the taxpayers, to facilitate the acquisition of goods and services of 
maximum quality at the lowest possible cost under the circumstances, 
and to guard against favoritism, improvidence, extravagance, fraud 
and corruption.  In so doing, proposals or quotations are secured 
by requests for proposals, written or verbal quotations or any other 
appropriate method of procurement.  Professional services are to be 
secured through the use of requests for proposals.  

We selected four contracts for public work ranging in cost from $1,230 
to $8,600 and six purchase contracts ranging in cost from $1,587 to 
$5,110 and compared these contracts against the District’s procurement 
policy requirements for different price ranges.  The Purchasing Agent 
was unable to supply us with documentation of quotes solicited for fi ve 
of ten items selected for testing.  For example, there was no evidence 
that the required three written quotes were solicited prior to the purchase 
of music equipment in the amount of $5,100 and for paving work done 
at the elementary school in the amount of $8,100. One of the ten items 
tested had only two of the three required quotations documented.   

We also found that while the District, in accordance with their 
procurement policy, had solicited requests for proposals for audit 
services from fi ve public accounting fi rms, the Board elected to contract 
with the District’s previous auditors who had not submitted a proposal. 
The fi ve proposals, submitted for the audit of the 2003-2004 fi scal 
year, ranged in price from $12,850 to $19,500.  Recognizing that fi nal 
procurement decisions rest with the Board and acknowledging that 
the Board appointed a fi rm at a lower cost of $10,625, we question the 
value of having District offi cials put forth the effort to solicit proposals, 
interview prospective fi rms and make a formal recommendation to 
the Board when ultimately the contract is awarded to a vendor not 
involved in the process.  

Additionally, although District offi cials have solicited bids for summer 
transportation services, they have not solicited bids or proposals for 
pupil transportation services for school year regular day runs since 
the early 1990’s.  While the District is provided the option to annually 
extend contracts and/or award multi-year contracts in accordance with 
stipulations in the Regulations of the Commissioner of Education, 
the signifi cance of these contracts should cause District offi cials to 
periodically solicit competition as the basis for awarding contracts for 
school year regular day pupil transportation.  Payments to the District’s 
regular school year pupil transportation provider for regular day runs 
for the 2004-2005 school year amounted to $908,838. 
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Recommendations 1.   The Board and the Purchasing Agent should adhere to the 
requirements of General Municipal Law, Section 103 when 
procuring goods and services subject to the competitive bidding 
laws.  District offi cials should solicit bids, as required, for natural 
gas and electric services. 

2.  District offi cials should enforce and monitor compliance with the 
District’s procurement policy as it relates to required number of 
quotations for purchases under the competitive bidding thresholds, 
and required documentation to support purchase decisions.  

 
3.  District offi cials should periodically solicit competition as a basis 

for awarding contracts for regular school year pupil transportation 
for regular day runs to ensure the District is obtaining services of 
the desired quality at the lowest possible price.
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Capital Assets and Inventories

If a sound system of internal controls is in place, District assets should 
be adequately protected against loss, waste and misuse.  Capital assets 
are those that have a useful life of more than one year and include 
such things as land, buildings, furnishings, vehicles and electronic 
equipment such as computers.  District offi cials must ensure that 
capital assets are protected from loss, that their value is maintained, 
and that they are used effectively.  Capital asset protection is enhanced 
when quality records are maintained.  Detailed records help establish 
accountability and allow for the development of additional controls 
and safeguards.  Maintaining an inventory of capital assets helps 
to safeguard assets; helps to determine the adequacy of insurance 
protection; provides a means of planning for future replacement; and 
fi xes responsibility for the care and safeguarding of equipment and 
property.  An annual physical inventory count of capital assets is an 
important control for monitoring the accuracy of the asset records and 
determining the existence and condition of the assets.

Ideally one person (the property control manager) should have overall 
responsibility for tracking capital assets, and for the accuracy of the 
asset records.  The detailed records maintained by the property control 
manager must be complete, accurate and up-to-date.  Each piece of 
moveable property should have a record that includes a description 
of the item (including make, model and serial number); the District’s 
assigned identifi cation number; the date, amount, vendor and claim 
number for the purchase; the department having custody and the 
location; and the source of funds used to purchase the item.   

We found that internal controls related to capital assets and inventories 
were inadequate to protect District assets against loss, waste and misuse.  
As of the end of our fi eldwork, the District had not developed a capital 
asset policy and set forth the duties, records and procedures required 
to achieve adequate internal controls.  Additionally, the District has 
not appointed a property control manager to track capital assets and 
ensure the accuracy and completeness of District asset records.  

District offi cials have not updated their asset records since the last 
physical inventory was conducted in December 2004.  Additionally, 
the District did not place inventory tags or complete property record 
cards to identify assets as they were received.  Our audit found that 
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furniture, equipment and computers with a net book value totaling 
$921,392 (excluding additions and disposals for the 2004-05 school 
year) were at risk during 2004-05. We selected 20 pieces of electronic 
equipment (e.g. computers, printers, copiers), with a total net book 
value of $16,571, from the inventory list for verifi cation.  While we 
were able to verify the existence of all items selected, fi ve items were 
found in a location different than the location listed on the District’s 
inventory record.  

During the course of our audit, the Business Manager took active steps 
to correct some of the defi ciencies in the District’s internal control 
structure as they relate to capital assets and inventories. The Business 
Manager initiated tracking of the District’s capital asset inventory by 
contacting responsible department heads and requesting an update to 
their inventory records, including additions and disposals.  The District 
is planning to install and use an inventory software program that was 
obtained from the vendor that conducted the December 2004 inventory 
count.  

Recommendations 4.  District offi cials should develop a comprehensive capital asset 
policy. This policy should communicate management’s objectives 
and set forth the duties, records and procedures required to achieve 
these objectives.  This policy should also establish the minimum 
value of assets to be tracked for departmental inventory control and 
establish thresholds for fi nancial reporting purposes.

5.  District offi cials should designate a property control manager to be 
responsible for tracking capital assets and ensuring the accuracy 
and usefulness of the District’s asset records.

6.  Each piece of property meeting the criteria for inclusion in the asset 
inventory should be identifi ed when it is received by the District 
through the use of an asset tag and a property record card should be 
created.  Also, the asset should be included on the inventory listing 
of capital assets as soon as possible.

7.  District offi cials should require that a physical inventory count of 
assets be conducted at least annually.  Any discrepancies noted 
between actual and recorded inventory items should be fully 
investigated.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District offi cials’ response to this audit can be found on the following pages.
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to safeguard 
District assets. To accomplish this, we performed an initial assessment of the internal controls so that 
we could design our audit to focus on those areas most likely at risk. Our initial assessment included 
evaluations of the following areas: cash receipts and disbursements, purchasing, payroll and personal 
services, and capital assets and consumable inventories. 

During the initial assessment, we interviewed appropriate District offi cials, performed limited tests 
of transactions and reviewed pertinent documents such as District policies and procedures manuals, 
Board of Education minutes and fi nancial records and reports.  In addition, we used electronic 
auditing software to help us evaluate the District’s computerized fi nancial operations. With the help 
of District personnel, we obtained information directly from the computerized fi nancial databases and 
then analyzed it electronically using computer-assisted techniques. This approach provided us with 
additional information about the District’s fi nancial transactions as recorded in its database(s). Further, 
we reviewed the District’s internal controls and procedures over the computerized fi nancial databases 
to help ensure that the information produced by such systems was reliable.

After reviewing the information gathered during our initial assessment, we determined where weaknesses 
existed, and evaluated where the potential risks that fraud, theft and/or professional misconduct could 
occur. We then decided upon the reported objectives and scope by selecting for audit those areas most 
at risk. We selected purchasing, capital assets and inventories for further audit testing.

Within the purchasing area we focused our attention on the approval of purchases, and approval of 
payment for various types of goods and services acquired, including claims for reimbursement of 
expenses for offi cials and employees and credit card charges. We also focused on adherence to District 
policies and procedures, as well as pertinent laws and regulations related to purchasing.  We examined 
the following records to determine the effectiveness of internal controls pertaining to the claim 
processing function and to identify any associated effect of defi ciencies found in those controls:

• Vendor Payment History Reports
• Purchase Requisition Forms
• Detail Warrants
• Applications to Attend Conferences
• Employee Reimbursement Forms
• Purchase Orders
• Claim Packages
• Expenditure Ledger Transactions
• Bid Files (including RFP’s and supporting documentation)
• Listing of Board Members and Administrators
• Procurement Policy
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• Treasurer’s Reports
• Credit Card and School Program Information Binders
• Minutes of the Proceedings of the Board

Within the capital assets and inventories area we focused our attention on food and computer/electronic 
equipment purchases based on the perceived risk associated with each. 

We examined the following records and reports in an effort to determine if capital assets and inventories 
were protected against loss, waste and misuse and to identify the possible effect if they were not 
adequately safeguarded:

• Property Inventory and Accounting Cost Record
• Vendor Payment History
• Detail Warrants
• Financial Statements
• Claim Packages
• School Lunch purchase and usage records for October 2005  
• School Lunch Physical Inventory numbers from October 31, 2005 inventory
• Daily production sheets for two cafeterias from October 1, 2005 to October 31, 2005.

We also observed a physical count of food inventory on October 31, 2005.

We conducted our audit in accordance with Generally Accepted Government Auditing Standards. Such 
standards require that we plan and conduct our audit to adequately assess those District operations 
within our audit scope. Further, those standards require that we understand the District’s management 
controls and those laws, rules and regulations that are relevant to the District’s operations included 
in our scope. An audit includes examining, on a test basis, evidence supporting transactions recorded 
in accounting and operating records and applying such other auditing procedures, as we consider 
necessary in the circumstances. We believe that our audit provides a reasonable basis for the fi ndings, 
conclusions and recommendations contained in this report.
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APPENDIX C

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

To obtain copies of this report, write or visit our web page: 

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/
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