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State of New York
Offi ce of the State Comptroller

Division of Local Government Services
and Economic Development

December 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 Mahopac 
Central School District –– Internal Controls Over Payroll and Purchasing.

This audit was conducted pursuant to the State Comptroller’s authority as set forth in Article V, 
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 Mahopac Central School District (District) is governed by the Board of Education (Board), which 
comprises 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 six schools in operation within the District, from kindergarten through high school, with 
approximately 5,300 students and 840 employees. The District’s budgeted expenditures for the 2005-
06 fi scal year, totaling $92.9 million, were funded primarily with real property taxes, State aid and 
grants. 

Scope and Objective

The objective of our audit was to evaluate internal controls over payroll for the period July 1, 2004 
through January 31, 2006, and over purchasing transactions for the period July 1, 2004 to March 31, 
2006. Our audit addressed the following related questions:

Are internal controls over payroll appropriately designed and operating effectively? 

Are internal controls over purchasing appropriately designed and operating effectively?

Audit Results 

We determined that controls over payroll processing appeared to be generally adequate. However, we 
identifi ed instances where control weaknesses allowed supervisors to receive overtime pay without 
the required approval and supporting documentation. In addition, District payroll personnel paid an 
employee two stipends totaling $10,000 without Board authorization.

Although the District has established generally adequate internal controls over its purchasing practices, 
we found instances in which those controls were not operating effectively. We found the Board did not 
enter into written agreements with three providers of professional services, whose contracts totaled 
$390,871. Without written agreements, the District cannot properly audit the claims from these providers 
prior to payment. Further, the failure to document the services to be provided and the compensation 
to be paid can make it diffi cult to resolve any disputes that may arise between the District and vendor. 

•

•
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We also found that the District purchased $24,000 in janitorial supplies from a vendor who did not 
submit a bid for janitorial supplies, rather than from the vendor who was awarded the contract for these 
products. As a result, the District may have overpaid for this purchase.  

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 planned to initiate corrective 
action.
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Background

Introduction

The Mahopac School District (District) is located in the Town of 
Carmel, Putnam County. The District is governed by the Board of 
Education (Board), which comprises 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 six schools in operation within the District, from kindergarten 
through high school, with approximately 5,300 students and 840 
employees. The District’s budgeted expenditures for the 2005-06 
fi scal year, totaling $92.9 million, were funded primarily with real 
property taxes, State aid and grants. 

The District’s Treasurer monitors payroll transactions, while the 
Assistant Superintendent for Business monitors staffi ng levels 
throughout the District and approves overtime rosters. The Purchasing 
Agent coordinates purchasing activities and reports to the Assistant 
Superintendent for Business. 

The objective of our audit was to review the District’s internal controls 
over payroll and purchasing. Our audit addressed the following related 
questions:

Are internal controls over payroll appropriately designed and 
operating effectively? 

Are internal controls over purchasing appropriately designed 
and operating effectively?

During this audit, we evaluated the internal controls over payroll for 
the period July 1, 2004 through January 31, 2006, and over purchasing 
transactions for the period July 1, 2004 to March 31, 2006. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix B of this report.

•

•

Objective

Scope and
Methodology
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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 
planned to initiate corrective action.

The Board has the responsibility to initiate corrective action. Pursuant 
to Section 35 of the General Municipal Law, Section 2116-a (3) (c) 
of the Education Law, and Section 170.12 of the Regulations of the 
Commissioner of Education, the Board must approve a corrective 
action plan that addresses the fi ndings in this report, forward the 
plan to our offi ce within 90 days, forward a copy of the plan to the 
Commissioner of Education, and make the plan available for public 
review in the District Clerk’s offi ce.  For guidance in preparing the 
plan of action, the Board should refer to applicable sections in the 
publication issued by the Offi ce of the State Comptroller entitled 
Local Government Management Guide. 

Comments of
Local Offi cials and
Corrective Action
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Payroll Processing

Based on our audit procedures, we determined that controls over 
payroll processing appeared to be generally adequate. However, we 
identifi ed instances where control weaknesses allowed supervisors 
to receive overtime pay without the required approval and 
supporting documentation.   In addition, District payroll personnel 
paid an employee two stipends totaling $10,000 without Board 
authorization.

Overtime is normally generated after employees have worked 40 hours 
in a work week. Employees are usually compensated for overtime at 
the rate of time and a half for week days and Saturdays and double 
time for Sundays and paid holidays. Except for snow plowing, District 
offi cials maintained a roster of persons eligible for overtime for each 
bi-weekly period.  

As of January 31, 2006, the District was still negotiating with the 
supervisory collective bargaining unit. The previous collective 
bargaining agreement with supervisory personnel, effective July 1, 
1999 through June 30, 2003, covered the categories of Head Bus 
Driver, Mechanic Foreman, Head Custodians, Crew Chiefs and Head 
Groundskeepers.  The agreement included a special provision for 
“Building Checks” to occur on weekends and whenever the schools are 
closed. The building checks involve supervisory personnel entering 
the buildings to check for water pipe leaks, broken windows and to 
determine if anyone had vandalized or broken into the buildings. 

During the 2004-05 fi scal year, the District paid overtime totaling 
approximately $512,000. We examined annual earnings for 19 
employees who worked as custodians, groundskeepers, mechanics, 
bus drivers and supervisors from these same categories and determined 
that the District paid these employees approximately $309,400 in 
overtime. The total overtime the District paid these 19 employees 
represented approximately 34 percent of their total authorized 
salaries.   Table 1 shows the full breakdown of the $309,424 over the 
eight employment categories.

Overtime
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Table 1:  Overtime Paid to 19 
District Employees in 2004-05 

Job Categories
Total 

Employees

Total 
Authorized 

Salaries Overtime
Supervisors
  Head Custodian 5 $263,561 $64,660
  Crew Chief 5 195,675 30,187
  Head Bus Driver 2 104,924 49,617
  Head Groundskeeper 1 36,237 18,039
Subtotal 13 600,397 162,503
Staff
  Custodians 1 45,242 4,600
  Bus Drivers 2 99,082 42,649
  Groundskeepers 2 93,601 85,530
  Mechanic 1 55,814 14,142
Total 19 $894,136 $309,424

We selected and examined time cards for eight of the above 19 
employees, three of whom were supervisors, for the pay periods 
ended November 23 and December 23, 2005 and January 20, 2006.  
Of the $205,293 in overtime paid to these eight employees for these 
periods, $142,321 was paid to fi ve non-supervisory employees, and 
$62,972 was paid to the three supervisors. Our test showed that, 
aside from some minor exceptions, overtime hours worked by the 
non-supervisory employees were approved and documented on 
their time cards. However, we found that the supervisors’ time cards 
were not consistently signed by managers to indicate the manager’s 
approval of the time worked.  Further, supervisors’ time cards did not 
consistently show the actual time worked. When the overtime was 
due to snow plowing, none of the time cards showed the actual time 
the supervisors worked; supervisors simply signed their own cards 
and inserted a total number of hours worked.  As a result, the District 
does not have adequate assurance that the three supervisors worked 
all the overtime hours they were paid for. 

The District rents facilities to the Town and other community groups 
to use for sports and other social events. The use of the District’s 
facilities generates additional overtime work for District employees. 
The total receipts for the 2004-05 fi scal year from this and other 
social events were approximately $12,000. The District also has two 
contracts totaling $110,000 with the Town, for the use of its fi elds 
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and other facilities. District offi cials stated that the District used 
the $122,000 in revenue from these activities to defray part of the 
$512,000 that was paid in overtime for the year. However, District 
offi cials do not maintain records for the overtime cost associated with 
the two contracts with the Town for the use of District fi elds and other 
facilities.  As a result, District offi cials do not know whether the rent 
it receives from its contracts with the Town is reasonable compared to 
the overtime cost incurred for Town use of District facilities. 

All staff appointments require the approval of the Board. In addition, 
any change to an employee’s pay or benefi ts that was not part of a signed 
collective bargaining agreement requires Board authorization, which 
must be documented in the Board meeting minutes. The District’s 
human resources department should then prepare documentation 
authorizing the payroll department to execute the respective changes. 
Without such authorization, payroll personnel have no authority to 
execute changes to the payroll. Furthermore, any special services for 
which employees should be paid additional compensation is deemed 
a change to the payroll and requires the same level of authorization as 
the hiring of new employees. 

District controls over payroll were adequate overall, and offi cials 
generally retained documentation to show authorization of payments 
for salaries and related items. However, in one instance, we found the 
District made two separate payments to the same employee without 
documentation. District offi cials paid a head bus driver two $5,000 
stipends, one in December 2004 and the other in May 2005, for the 
implementation of software for routing and scheduling.  The stipend 
payments were made in addition to the head bus driver’s authorized 
salary of $52,749 and overtime of $41,650 for the fi scal year July 1, 
2004 to June 30, 2005.  We requested documentation to show that the 
Board authorized the payments and District offi cials informed us that 
some Board members remembered the issue.  However, there was no 
evidence on fi le that showed that the Board authorized the software 
implementation or the payment of $10,000 in stipends.

In this instance, there was a breakdown in internal controls over 
payroll, since persons involved in the payroll control process 
(payroll clerk, supervisor, treasurer and two business managers) 
did not request documentation before allowing both payments to 
be processed. Without documentation authorizing the service and 
detailing the Board’s understanding of the service and any related 
compensation, neither we nor District offi cials could determine if the 
District received the proper level of service for the additional $10,000 
stipend paid to the head bus driver.

Unauthorized Stipends
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1. District offi cials should ensure that supervisors list their hours 
of overtime work on their timesheets, and that managers sign 
supervisors’ timesheets to indicate approval of overtime hours 
worked.  

2. The Board should review the District’s staffi ng needs for the 
various categories of employees that incur the most overtime and 
continue to pursue corrective measures to reduce overtime. 

3. The Assistant Superintendent of Business should account for 
overtime costs associated with the rental of facilities to the Town 
and other organizations. District offi cials should ensure that rent 
payments are reasonable compared to the overtime costs the 
District incurs on such occasions. 

4.  The Assistant Superintendent of Business should ensure that 
payroll-related payments are made only upon the documented 
authorization of the Board.

Recommendations
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Purchasing Practices

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. The Board is responsible 
for designing controls over the procurement process that help 
safeguard the District’s assets, ensure the prudent and economical use 
of its moneys when procuring goods and services, and protect against 
favoritism, extravagance, fraud and corruption. 

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 in which those 
controls were not operating effectively. This occurred because the 
Board did not enter into written agreements with various providers of 
professional services, and because the District did not competitively 
bid certain purchases of janitorial supplies. 

Written agreements between the District and professionals provide 
both parties with a clear understanding of the services the professionals 
are expected to provide and the compensation for those services.  A 
resolution of the Board is also a suitable method of authorization to 
pay professionals if the resolution clearly states the services to be 
provided and the basis for compensation. During the period July 1, 
2004 through March 31, 2006, the District paid nine professionals 
approximately $1.19 million to provide legal, architectural, public 
accounting, engineering and other services. Of this amount, we 
examined approximately $327,000 in payment vouchers. Our 
examination disclosed the following:

Architectural Firm - The District paid an architectural fi rm $234,403 
during the period July 1, 2004 through March 31, 2005. District 
offi cials did not have a written agreement that was in effect for the 
period. Instead, District offi cials presented us with an agreement, 
dated April 2002 which stipulated that the principal’s time should be 
paid at the fi xed rate of $120 per hour, with an increase of 5 percent 
($126 per hour) effective January 1, 2003. There was no provision 
for any other increase or extension after 2003. Payment vouchers 
indicated the District paid the principal at a rate of $160 per hour 
instead.

Payments for Professional 
Services



14                OFFICE OF THE NEW YORK STATE COMPTROLLER14

Engineering Firm - The District paid an engineering fi rm $152,488 
during the period July 1, 2004 through March 31, 2005. The written 
agreement, dated January 27, 2000, that District offi cials presented 
did not include rates of compensation for the various professionals 
who provided the services. 

Therapist - The District paid a therapist $3,980 during the period 
July 1, 2004 through June 30, 2005.  District offi cials did not have a 
written agreement with this provider that stated the required service 
and compensation. 

Making payments to professionals without established authorizations 
or written agreements is a signifi cant weakness in the internal control 
over the processing of claims. The lack of written agreements provides 
no assurance that the amounts paid were appropriate. It also makes 
it diffi cult, if not impossible, to properly audit the claims prior to 
payment. The failure to adequately document the understanding of 
the services to be provided and the compensation to be paid can make 
it diffi cult to resolve any disputes that may arise between the District 
and vendor.

The purpose of obtaining bids is to encourage competition in 
the procurement of supplies, equipment and services which will 
be acquired with public funds. The District’s appropriate use of 
competition provides taxpayers with the greatest assurance that District 
offi cials procure goods and services of desired quality in the most 
prudent and economical manner at the lowest possible price, without 
the infl uence of favoritism, extravagance, fraud or corruption.  State 
law requires bids when an item or commodity group exceeds certain 
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.  The District’s procurement policy 
mirrors the above requirements.

For the school year July 1, 2004 through June 30, 2005, the District 
competitively bid various products under the caption “janitorial 
supplies.” As a result of the bidding, the District awarded contracts 
to several vendors for these products, including one vendor, whom 
the District paid $121,402 based on a contract for janitorial supplies. 
However, the District also purchased $24,000 in janitorial supplies 
from another vendor who did not submit a bid for janitorial supplies, 
and was not included on the list of successful vendors for the respective 
products. District offi cials should have purchased these supplies from 
its contract vendor or put this purchase out to bid.  

Competitive Bidding



1515DIVISION OF LOCAL GOVERNMENT SERVICES AND ECONOMIC DEVELOPMENT    

When District offi cials purchase goods and services from vendors 
to whom contracts were not awarded, they have no assurance they 
have obtained goods at the lowest cost, and give an unfair advantage 
to a vendor who did not participate in the bidding process. This 
practice can reduce participation in future instances when the District 
seeks competitive bids, because vendors may be less likely to bid on 
contracts when the District allows signifi cant purchases to be made 
from vendors who did not submit a bid for the contract. Reduced 
competition would reduce the effectiveness of the competitive bidding 
process.

5.  The Board should enter into written agreements with all 
professionals and the Assistant Superintendent of Business 
should retain these agreements as support for payments to these 
professionals.

 6.   The Superintendent should ensure that all items which exceed 
the bidding thresholds are competitively bid in accordance with 
purchasing statutes and the District’s procurement policy.

Recommendations



16                OFFICE OF THE NEW YORK STATE COMPTROLLER16

APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

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

The District’s response letter also contained two additional attachments that we did not include in 
our audit report.  Since the District’s response letter generally describes the attachments’ contents 
and their importance in suffi cient detail, we did not include the attachments in Appendix A.  The two 
attachments have been fi led in our work papers.











2121DIVISION OF LOCAL GOVERNMENT SERVICES AND ECONOMIC DEVELOPMENT    

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 safe-
guard 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 at risk. Our initial assessment included 
evaluations of the following areas: cash receipts and disbursements, purchasing, payroll and personal 
services. 

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 minutes and fi nancial records and reports.  In addition, we obtained information directly from 
the computerized fi nancial databases and then analyzed it electronically using computer-assisted tech-
niques. This approach provided us with additional information about the District’s fi nancial transac-
tions as recorded in its databases. 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 sys-
tems was reliable.

After reviewing the information gathered during our initial assessment, we determined where weak-
nesses existed, and evaluated those weaknesses for the risk of potential fraud, theft and/or professional 
misconduct. We then decided upon the reported objectives and scope by selecting for audit those areas 
most at risk. We selected purchasing and payroll processing for further audit testing.

We initially conducted various procedural and analytical tests of the January 20, 2006 payroll and 
related time cards, collective bargaining agreements, leave accrual, and payroll earnings records for 
the period July 1, 2004 through January 31, 2006, to determine if the controls over payroll, in general, 
and specifi cally over time records, were adequate relative to the level of overtime which existed. Due 
to the defi ciencies which we identifi ed with some of the time cards, and controls over supervisory 
overtime of our initial sample of 13 employees, we expanded our sample size to 19 and concentrated 
our sample mainly on custodians, mechanic and bus drivers, in a supervisory capacity. This expanded 
sample included 13 supervisory staff. For this expanded sample, we merely analyzed the categories of 
employees and their authorized salaries and compared them to overtime earned for the July 1 2004 to 
June 30, 2005 fi scal year and July 1, 2005 through January 31, 2006.

Based on our evaluation of the payroll data and interviews with the Assistant Superintendents for 
Business and Human resources we determined that the magnitude of overtime for certain categories of 
employees constitute a signifi cant risk and a major concern to management. 

For the purchasing scope area we interviewed the purchasing agent reviewed bid documents, con-
tracts, resolutions and payment vouchers and determined if payments to the respective professionals 
and other vendors were made in accordance with the respective contracts for the period July 1, 2004 
through March 31, 2006. In addition, for items which exceeded the bidding thresholds we performed 
analytical reviews to determine if there was compliance with the bidding statutes for the fi scal year 
July 1, 2004 through June 30, 2005.
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We conducted our audit in accordance with generally accepted government auditing standards 
(GAGAS). 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

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/

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