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State of New York
Offi ce of the State Comptroller

Division of Local Government Services
and Economic Development

November 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 Mount 
Vernon City School District – Internal Controls over Purchasing and Assets.

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 the Board of Education.  

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 Mount Vernon City 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. 

One of the Board’s managerial responsibilities is the establishment of a system of internal controls 
designed to provide reasonable assurance that District assets are properly safeguarded and purchases 
are made in accordance with District policy. Furthermore, an effective system of internal controls 
provides for the segregation of duties so that no single individual controls all phases of a transaction. 
When it is not practical to segregate duties because of limited staff resources, the Board should 
establish compensating controls. A good system of internal controls should also provide for the timely 
identifi cation of errors and/or irregularities which may have occurred so that corrective action can be 
taken. Once established, the Board has the responsibility to monitor them periodically to ensure that 
they are operating properly.

Scope and Objectives

The objective of our audit was to review the District’s internal controls over purchasing and assets for 
the period July 1, 2004 through June 30, 2005. We extended the scope of the audit to review the bond 
resolution and purchases/expenditures for the Middle School capital project. Our audit addressed the 
following related questions:

Did the Board implement suitable purchasing practices to ensure that goods and services are 
acquired in the best interest of the District and its constituents?

Did the Board implement suitable internal controls to ensure that District assets are properly 
safeguarded?

Subsequent to our audit fi eldwork, we became aware of additional problems associated with the 
District’s purchasing practices.  As a result of these problems, we plan to immediately engage in an 
in-depth audit focused on the areas of concern.  Upon completion of that audit, we will issue a separate 
audit report.

•

•
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Audit Results 

On February 9, 2000, the Board adopted a bond resolution which authorized the issuance of serial 
bonds aggregating $100 million to fi nance the construction and reconstruction of various school 
buildings throughout the District. The Board should have adopted and submitted for voter approval 
two separate bond resolutions – one bond resolution authorizing the issuance of bonds to fi nance the 
construction of the two new school buildings and a second bond resolution authorizing the issuance 
of bonds to fi nance the construction of additions to or the reconstruction of existing school buildings. 
Change orders for the construction projects, totaling $827,817, could not be located by District staff. 
Subsequently, District offi cials provided us with documentation showing that $185,372 of these change 
orders were proposed but never approved or paid.

We found signifi cant weaknesses existed in the District’s internal controls over purchasing practices. 
Although the District had policies and procedures in place for the acquisition of goods and services, 
there were instances where departments circumvented these procedures. The District did not seek bids 
for $378,522 of purchases and public works contracts that were subject to competitive bidding. Also, 
the District paid four professionals $836,988 when their contracts did not contain a clear understanding 
of the amount of compensation they were entitled to.

Additionally, we found the internal controls over the District’s assets were weak. District management 
failed to implement proper policies and procedures for the supervision of wire transfers. In one 
instance, this resulted in a $941,709 transfer made to the wrong account. In two other unrelated 
instances, it resulted in the overpayment and underpayment of withholding taxes. The Board also 
assigned confl icting duties to three key members of its management team, the District Treasurer, 
Internal Auditor and Purchasing Agent. We also found that bank reconciliations are not completed 
timely and there is a lack of oversight of the extra classroom accounts. 
  
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.   Except 
as indicated in Appendix A, District offi cials generally agreed with our recommendations.  OSC 
comments to the District offi cials’ response are in Appendix B.
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Background

Introduction

 

The Mount Vernon City School District (District) is located in the City 
of Mount Vernon, Westchester 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 16 schools in operation within the District, with 
approximately 10,000 students and 1,300 employees. The District’s 
budgeted general fund expenditures for the 2004-05 fi scal year were 
$138 million, funded primarily with Federal and State aid, real 
property taxes and grants. As of June 30, 2005, the District has issued 
serial bonds amounting to approximately $83.1 million to fi nance 
renovations and reconstruction of several educational facilities, 
including the construction of the Longfellow Middle School, for 
which approximately $24 million was allocated. 

One of the Board’s managerial responsibilities is the establishment of 
a system of internal controls designed to provide reasonable assurance 
that District assets are properly safeguarded and purchases are made 
in accordance with District policy. Furthermore, an effective system 
of internal controls provides for the segregation of duties so that no 
single individual controls all phases of a transaction. When it is not 
practical to segregate duties because of limited staff resources, the 
Board should establish compensating controls. A good system of 
internal controls should also provide for the timely identifi cation 
of errors and/or irregularities which may have occurred so that 
corrective action can be taken. Once established, the Board has the 
responsibility to monitor them periodically to ensure that they are 
operating properly.

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

Did the Board implement suitable purchasing practices to 
ensure that goods and services are acquired in the best interest 
of the District and its constituents?

Did the Board implement suitable internal controls to ensure 
that District assets are properly safeguarded?

•

•

Objective
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Scope and
Methodology

Comments of District 
Offi cials and Corrective 
Action

During this audit we examined fi nancial records, asset listings and 
vendor payment transactions of the District for the period July 1, 
2004 to June 30, 2005.1  

Subsequent to our audit fi eldwork, we became aware of additional 
problems associated with the District’s purchasing practices.  As a 
result of these problems, we plan to immediately engage in an in-
depth audit focused on the areas of concern.  Upon completion of that 
audit, we will issue a separate audit report. 

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 C 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. Except as 
indicated in Appendix A, District offi cials generally agreed with our 
recommendations.  OSC comments to the District offi cials’ response 
are in Appendix B.

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.

1 We extended the scope of the audit to review the bond resolution and purchases/expenditures 
for the Middle School capital project.
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Middle School Construction Project

From February 2000 through August 2005, the District issued 
serial bonds, totaling approximately $83.1 million from a $100 
million authorization, to fi nance the construction, renovation and 
reconstruction of various school properties. The District’s management 
hired a construction management fi rm to oversee the execution of 
the projects and an owner’s representative to act as liaison between 
management and contractors and to approve construction documents, 
such as change orders, on behalf of the District. 

District management did not properly oversee the construction of 
the Longfellow Middle School. As a result, bonds were not properly 
issued, bond proceeds were used inappropriately, change orders were 
not available or were not properly authorized and information was 
not submitted in a timely manner to receive State aid.
 
Adoption of Bond Resolution and Use of Bond Proceeds - On February 
9, 2000, the Board adopted a bond resolution which authorized the 
issuance of serial bonds totaling $100 million.  The bonds were 
intended to fi nance the construction and reconstruction of various 
school buildings throughout the District, referred to collectively as 
the “Project,” at a total estimated cost not to exceed $100 million.

The bond resolution stipulated that bonds would be issued for two 
different purposes.  One of these objects was the construction of 
two new school buildings, including a new middle school at the 
Longfellow Middle School for 500 students. The other purpose was 
the construction of additions to or reconstruction of a number of 
existing school buildings.  The bond resolution determined that both 
of these objects had a maximum period of probable usefulness of more 
than fi ve years and the bond resolution was subject to a mandatory 
referendum.2   

Section 31.00(d) of the Local Finance Law provides that bonds for 
two or more purposes may be authorized by the same bond resolution 
if the maximum period of probable usefulness of the objects or 
purposes is fi ve years or less or the bond resolution is not subject 
to either mandatory or permissive referendum.  Here, the period of 
probable usefulness of the purposes for which the bonds were issued 
was in excess of fi ve years and the bond resolution was subject to a 
mandatory referendum.  Therefore, the Board should have adopted 
and submitted for voter approval two separate bond resolutions 
– one bond resolution authorizing the issuance of bonds to fi nance 

2  Local Finance Law section 37.00[b]
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the construction of the two new school buildings and a second bond 
resolution authorizing the issuance of bonds to fi nance the construction 
of additions to or the reconstruction of existing school buildings.
  
The bond resolution also divided both purposes into two or more 
“phases,” and specifi ed the estimated cost of each phase.  The 
estimated cost of constructing the new Longfellow Middle School was 
specifi ed in the bond resolution to be approximately $24.2 million. On 
January 7, 2004, the Board authorized a transfer of $1.1 million from 
the construction of the new Longfellow Middle School to increase 
the amounts available to construct additions to or reconstruct several 
existing school buildings.  

Section 165.00(a) of the Local Finance Law requires the proceeds of 
bonds to be used only for the purpose for which the bonds were issued or 
to pay debt service on the bonds.  In authorizing the transfer of the $1.1 
million from the construction of the new Longfellow Middle School 
to the other phases of the Project, the Board inappropriately permitted 
the proceeds of bonds issued for one purpose (the construction of new 
school buildings), to be used for a different purpose (the construction 
of additions to or reconstruction of existing school buildings). 

Change Orders - All prospective bidders should have an equal 
opportunity to bid on a project the District intends to complete.  
Furthermore, where a contract is subject to the competitive bidding 
requirements, the award of a contract creates a binding contractual 
obligation in accordance with the terms of the bid specifi cations. 
Entering into a contract which materially varies from the bid 
specifi cations or materially amending an existing contract would 
constitute, in effect, a material alteration of the specifi cations after the 
bidding process and gives the successful bidder an unfair advantage 
over other potential bidders. Nonetheless, it is recognized that, as 
work goes forward, it is sometimes necessary to make changes to 
the initial plan.  Where the change relates to details or relatively 
minor particulars and is merely incidental to the original contract, 
a change order may be issued without competitive bidding even if 
the increased cost exceeds the bidding limit.  However, no important 
general change may be made which so varies from the original plan, 
of such importance or so alters the essential identity or main purpose 
of the contract as to constitute a new undertaking without seeking 
competitive bidding.

District records show change orders totaling $946,868 were added 
to seven of the 10 construction contracts. Although we made several 
requests, change orders totaling $827,817, could not be located by 
District staff. Therefore, we were unable to determine if the changes 
to the construction plans were legitimate changes that the Board 
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had approved. In addition, we were unable to evaluate these changes 
and determine whether or not the District should have requested bids 
for the additional work. Subsequently, District offi cials provided us with 
documentation showing that $185,372 in change orders were proposed 
but never approved or paid.  For the change orders that were available, 
$12,543 was not properly authorized. Only the construction manager and 
the electrical contractor had signed the change orders. The change orders 
had not been signed by a District offi cial and the architect. As a result, 
there is limited assurance that $654,988 in expenditures were legitimate 
District costs.

State Aid - The total cost of a project determines the level of State aid 
that the District will receive. The timeliness in which change orders are 
submitted and fi nal costs determined and submitted to the State Education 
Department (SED) affects the amount of aid that the District will get to 
fi nance the ensuing year’s budget. SED requires that the District submit 
fi nal cost reports by June 30 of the year within which the project is 
substantially completed. In addition, the District is automatically given a 
one year extension to submit these documents. Whenever the submissions 
of these costs are delayed the District is deprived of needed resources.

SED offi cials informed us that, as of August 8, 2006, the District had not 
submitted any change orders or fi nal cost reports for this project. With 
the automatic extension the District will have until June 2007 to fi le the 
change orders and fi nal cost reports. Although the District still has time 
to submit these change orders and fi nal cost reports to SED, delayed 
submission can impact the fi nal calculation of State aid available to the 
District. Failure to submit proper documentation to the SED in a timely 
manner could result in a reduction in State aid.

1. The Board should adopt amended bond resolutions to effect any      
changes to the purposes of original bond resolutions.

2. In the future, the Board should not adopt a bond resolution authorizing 
the issuance of bonds for more than one purpose unless the adoption 
of such a resolution is authorized by section 31.00(d) of the Local 
Finance Law.  If the Board authorizes the issuance of bonds for more 
than one purpose, the Board should carefully estimate the maximum 
to be expended for each purpose.

3. The District should ensure that documentation is available to support 
the District’s expenditures for all capital projects.

4. The District should ensure that all change orders and fi nal costs 
reports are submitted to the SED in the most effi cient manner to 
obtain timely State aid reimbursements.

 

Recommendations
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Purchasing Practices

Competitive Bidding

A good system of internal control over purchasing consists of policies, 
practices, and procedures that allow an organization 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. The Board is responsible for designing internal 
controls that ensure the prudent and economical use of its moneys 
when procuring goods and services and to protect against favoritism, 
extravagance, fraud and corruption. 

District management did not have adequate internal controls over the 
process of soliciting bids for goods and services. The defi ciencies 
resulted from inadequate procedures, lack of appropriate policies 
and lack of managerial oversight to ensure that employees do what 
is required. In addition, there were instances where District offi cials 
did not require necessary the legal documentation that was needed to 
provide adequate protection for the District’s interest in contractual 
relationships. 

The District’s procurement guidelines require that purchase contracts 
for materials, equipment and supplies involving an estimated 
annual expenditure exceeding $10,000 and public work contracts 
involving an expenditure of more than $20,000 will be awarded only 
after responsible bids have been received in response to a public 
advertisement. Purchases or public work contracts which are made 
from New York State contracts are exempt from bidding provisions.

Although the District has a procurement policy with relevant 
procedures in place for the acquisition of goods and services in 
accordance with the competitive bidding and procurement statutes, 
District offi cials did not always follow these procedures. Purchasing 
department personnel were not vigilant in ensuring that all goods 
and services were acquired in accordance with these policies. 
Furthermore, purchasing offi cials did not have a full understanding of 
the competitive bidding statute regarding the use of State contracts. 

We reviewed purchasing transactions with fi ve vendors totaling 
$584,172 to determine if the District requested bids in accordance with 
its procurement policy. During the 2004-05 school year, the District 
paid three vendors $378,522 for the following: surveillance equipment 
($173,892) and installation ($128,440), vision testing and audiometer 
equipment ($34,620) and cleaning supplies ($41,570). These contracts 
were not awarded pursuant to the bidding requirements.
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District offi cials claimed that they acquired and installed surveillance 
equipment through a vendor who had been awarded a New York State 
contract which exempted them from the bidding requirements. State 
contracts provide only for the specifi c items which are included in the 
particular contracts. The prices and descriptions of the items that the 
District purchased were not the same as those in the State contract. 
Therefore, we do not agree that the purchase and installation of this 
equipment was proper. Acquiring goods and services without bidding 
and not using a proper State contract, provides an unfair advantage to 
the vendors and provides no assurance that the District acquired these 
items at the best price. 

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. Amendments to agreements 
and resolutions need to be approved by the Board and provide a clear 
understanding of the intended changes.

For the period July 1, 2004 to June 30, 2005, the District paid six 
professionals $924,804 to perform such services as construction 
management, accounting, counsel to the Board, owner’s representative,  
communication consulting and bond counsel. Written agreements for 
the services of four of the six professionals totaling $836,988 did not 
contain a clear description of the compensation these professionals 
were entitled to. 

For the period July 1, 2004 through June 30, 2005, the 
District paid a construction manager $644,795, for service to 
commence through December 31, 2006. The original written 
agreement included handwritten changes including the starting 
date and terms, additional services and the effective period. 
Throughout sections of the agreement handwritten changes 
were made which only one party initialed. The starting date 
was initially September 1, 2000 but was changed initially to 
October and then to November of 2000. The effective period 
of the contract was changed from 53 to 60 months. Because 
of the uncertainty of the starting date and the effective period 
of the contract, it is not clear what the District intended to be 
the contractual requirements of the contract.  

The District paid its Board counsel $128,385 for professional 
services and other expenses without a written contract. The 

•

•

Payments for Professional 
Services

3  Owner’s representative acts on the owner’s behalf in approving construction documents, 
and is a liaison between contractors and the owner.
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Recommendations

Board had no documentation of its agreement other than its 
original resolution appointing the Counsel to the Board.

The District paid its communication consultants $39,911 in 
August 2004 for telephone bill verifi cation services. This 
payment represented 50 percent of the $79,823 refund which 
the District received from the service provider for over-billed 
services. The District had no written agreement which detailed 
the consultant’s entitlement to this compensation.  

The District paid bond counsel $23,895 for professional 
service. While District offi cials had a Board resolution which 
appointed bond counsel, they had no written agreement for 
this service. 

The lack of written agreements with professionals deprives the 
District of protection in the event that these professionals default on 
their obligations. In addition, there is no clear understanding of what 
compensation these professionals are entitled to and the extent of 
service which is required for such compensation. 

5. The District should ensure that all items which exceed the bidding 
thresholds are competitively bid.

6. The District should ensure that all purchasing offi cials and 
department heads are properly trained in all aspects of the bidding 
laws and the use of State contracts.

7. The District should ensure that written agreements with all 
professionals clearly defi ne the amount of compensation and 
duration of the work to be performed. Any amendments to written 
agreements or Board resolutions should be clearly communicated 
and approved by the Board.

•

•
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Controls Over Assets

Segregation of Duties

One of the Board’s managerial responsibilities is to establish and 
monitor a system of internal controls over District assets.  A good 
system of internal controls should be designed to provide reasonable 
assurance that District assets are properly safeguarded; accounting 
transactions are authorized, recorded and reported properly; pertinent 
laws and regulations are complied with; work performed is monitored 
and reviewed routinely; and operations are effi cient and effective.  
Furthermore, an effective system of internal controls provides for the 
segregation of duties so that no single individual controls all phases 
of a transaction. When it is not practical to segregate duties because 
of limited staff resources, the Board should establish compensating 
controls. Such compensating controls would include the Board or 
other administrative staff periodically reviewing the work in question, 
rotation of duties and mandatory vacations.

We found signifi cant weaknesses in the internal controls over District 
assets. The Board did not ensure that policies and procedures that 
safeguard assets exist. The lack of segregation of duties and absence 
of management and supervisory review of wire transfers and the 
untimely preparation of reconciliations provide opportunities for 
signifi cant errors and irregularities to occur without being detected 
and corrected.

An effective system of internal controls requires the segregation 
of incompatible tasks and responsibilities (i.e., authorization, 
recordkeeping and custody) among various employees.  Separating 
key tasks and responsibilities reduces the risk of error or irregularities. 
It provides for an independent review of an employee’s work by 
someone else in the course of performing their normal duties.  
Management can mitigate many control weaknesses by performing 
reviews of employee work.

Wire Transfer Payments- One clerk is authorized to make payments 
by wire transfer to government agencies for statutory charges and 
payroll deductions.  The Treasurer does not provide oversight over 
these payments. This clerk is also responsible for generating payroll 
records and calculating the taxes for the payrolls. No one reviews the 
clerk’s work before she makes payments. 

In June 2005, the Treasurer transferred $941,709 to the gross payroll 
account instead of the main operating account, based on a transfer 
document which a clerk prepared. In the same month a clerk made 
two errors calculating payroll payments, overpaying the State $15,973 
and underpaying the Internal Revenue Service $435. If the Treasurer 
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Bank Reconciliations

reviewed the wire transfer requests properly before they were made, 
the errors may have been prevented. 

Management Positions - We found there was a lack of segregation of 
duties for three key members of its management team, the District 
Treasurer, Internal Auditor and Purchasing Agent. The confl icting 
nature of duties assigned to these three offi cers created areas of 
signifi cant weakness in the internal control structure.  Furthermore, 
in all three instances, there was no evidence that Board members fully 
exercised their oversight duty, which could have reduced the effect of 
such weaknesses.

The District Treasurer supervises the recording of cash disbursements, 
prepares the bank reconciliation and is a single signatory on the bank 
accounts. As a result, the Treasurer has the ability to execute and 
conceal irregular transactions.  In addition, there is no independent 
review of the bank reconciliation for accuracy or to mitigate the effect 
of the incompatible functions.

The Internal Auditor is also the capital projects analyst. The job of 
the capital project analyst involves preparing documentation and 
submitting it to SED, interacting with the construction manager and 
supervising a clerk who records the disbursement of capital projects 
funds. The Internal Auditor is also required to audit and approve all 
claims against the District, including capital projects claims. As a 
result, the Internal Auditor audits her own work, as relates to capital 
project expenditures.

The Purchasing Agent approves the acquisition of assets and also 
maintains the inventory of capital assets. No physical inventory of 
capital assets is taken annually. Therefore, the Purchasing Agent 
records transactions which he approves without any objective review 
from an independent person. This could expose District assets to 
potential irregularities. 

An effective internal control system over cash receipts and 
disbursements requires that bank accounts be reconciled to the 
accounting records monthly.  Bank reconciliations are control activities 
designed to identify errors or irregularities and alert management to 
their occurrence. If bank accounts are not reconciled timely with 
adjustments posted from the reconciliations to the accounting records 
and differences investigated and corrected, errors and irregularities 
may worsen over time.

The District does not have specifi c procedures or policies in place to 
ensure that bank reconciliations are completed timely with differences 
corrected and adjustments made at month end before the next period 
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begins. As a result, the Treasurer does not complete reconciliations 
timely and does not research and correct adjusting items from the 
reconciliations to the accounting records timely. 

As of November 15, 2005, the District’s main operating account, 
which handles more than $60 million in transactions annually, was 
not reconciled for the fi scal year ended June 30, 2005 and has not 
been reconciled for more than two years. 

Both the gross payroll account, which handles payments to government 
agencies for payroll taxes, and the net payroll account, which handles 
paychecks to employees, had reconciliation differences each month 
for more than two years.  As of November 15, 2005, these accounts 
had not been reconciled for the month ending July 31, 2005. The 
net payroll account and the gross payroll account also contained a 
journal entry for $3,351.03 to void old outstanding checks. This entry 
was posted to the books in November 2004 and on their respective 
reconciliations as of June 30, 2005. Due to an error, this entry was not 
posted properly. However, this was not researched and corrected as 
of June 30, 2005.

Extra classroom accounts are maintained by each school for the 
purposes of supporting the respective school’s student clubs and 
organizations. There is also a lack of Board and District management 
oversight of the extra classroom accounts and their respective bank 
reconciliations throughout the year, which allowed activities to go 
unrecorded, adjustments to be left out, and prevented bank accounts 
from being completely reconciled. The AB Davis School and Thornton 
School did not account for all of the activity that occurred in the extra 
classroom accounts during the fi scal year ended June 30, 2005.
 

The AB Davis School had not recorded a check for $362, 
drawn in June 2005, in the ledger as of June 30, 2005.  Also, 
a deposit for $2,430 made in August 2004 was not included 
in the ledger as of June 30, 2005.  This account also had a 
reconciliation difference of $931 as of June 30, 2005 that 
existed prior to April 2005. Deposits to this account range 
from about $1,000 to $9,000 every month.

The Thornton School had also not recorded all activities in 
their extra classroom accounting ledgers for the fi scal year 
ended June 30, 2005.  The bank reconciliation as of June 30, 
2005 still contained a deposit of $2,079.08 that occurred in 
March 2005 and a deposit of $800 that occurred in February 
2005.  These deposits were not posted to the accounting 
records until July 2005. Deposits to this account range from 
about $1,000 to $5,000 every month.  

•

•
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Recommendations

Resolving reconciliation differences timely allows the District to 
detect errors or irregularities and correct them. Since District offi cials 
did not use reconciliations to correct errors, differences between bank 
and book balances fl uctuated and compounded over time, making 
errors more diffi cult to detect and correct. The Board and District 
management’s non-participation in the process weakened the benefi t 
of bank reconciliations as a monitoring tool.  
  
8. The Treasurer should review all payroll tax computations and 

wire transfer documentations before allowing clerks to execute 
wire transfers.

9. The Board should review the scope of duties of the District 
Treasurer, Internal Auditor and Purchasing Agent and separate 
the incompatible functions. If there are not enough qualifi ed 
employees to effectively execute proper controls in the respective 
areas, compensating controls, such as an increase in management 
review, should be implemented to ensure that District assets are 
safeguarded.

10. The Assistant Superintendent of Business should ensure that all 
bank accounts are reconciled on a monthly basis. If differences 
exist between book and bank balances, these differences should 
be investigated and resolved promptly.
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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.

The District’s response letter also contained 21 additional exhibits that we did not include in our audit 
report.  Since the District’s response letter generally describes the exhibit’s contents and their impor-
tance in suffi cient detail, we did not include the exhibits in Appendix A. The 21 exhibits have been 
fi led in our workpapers.
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APPENDIX B

OSC COMMENTS TO THE DISTRICT’S RESPONSE 

Note 1

We do not agree that the referenced change orders were fully executed.  These change orders were 
signed by the owner’s representative on October 29, 2004. However, the owner’s representative 
lacked the authority to sign those change orders because his contract expired on October 8, 2004. 
District offi cials have not presented us with any documentation to indicate that the Board extended the 
representative’s contract.

Note 2

District offi cials provided documentation supporting that the amount of $38,000 was an alternate bid 
and not a change order. The District payment document which we originally relied on was incorrect. 
The amount of the alternate bid was incorrectly included in the total change orders to date and omitted 
from the contract sum. We have adjusted the report accordingly.

Note 3

We have amended our report to show that these change orders were not paid.

Note 4

Change orders often involve a signifi cant amount of money. Obtaining verbal approval for change 
orders is not suffi cient. Change orders require the authorization of the construction manager, contractor, 
architect and the owner. In order to ensure that each party has reviewed and approved the change order, 
change orders should be in writing and signed by each party. 

Note 5

After our exit conference, District offi cials presented us with three change orders, $1,869, $19,280 and 
$28,076 that were fully executed. We have reduced the amount in the fi nding to refl ect the receipt of 
these three change orders.

Note 6

We disagree. District offi cials presented us with $330,920 in change orders. Of this amount, $269,151 
was executed after the owner’s representative’s contract had expired and $12,543 was not signed by 
the District or its representative.  We found that $49,226 of change orders were fully executed. We 
adjusted our report to refl ect the receipt of these change orders. 

Note 7

We have amended our report to clarify this issue. 
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Note 8

We examined the State contract referenced in the District’s response. The vendor which was referenced 
on the payment record was the successful vendor on the State contract.  However, the District purchased 
items that were not included in the State contract. Therefore, the exception to the competitive bidding 
laws does not apply. 

Note 9

While the District asserts that it paid less for installation than the State contract price, it did not provide 
any documentation relating to the actual cost of the equipment. 

Note 10

District offi cials claim that the payments to the construction manager were consistent with the contract 
and the District submitted a letter from its attorney. The attorney’s letter stated that although the 
changes were not initialed by all parties, the contract was a binding agreement between the District 
and the construction manager and that the president of the Board was aware of the changes when he 
signed the contract.

We were unable to determine conclusively from the contract that we reviewed that the Board President 
was aware of the changes and signed the document after the changes were executed. In the future, all 
parties should initial changes to a contract during the signing process.

Note 11

According to the District’s exhibits, the District’s former Director of Technology authorized a consulting 
fi rm to audit telephone bills from providers in return for 50 percent of the refunds. The Board did not 
authorize the action and attempted to withdraw from the agreement. The District’s attorney wrote a 
letter to the consulting fi rm to that effect and the communication consulting fi rm threatened to sue the 
District. District offi cials agree that no written contract was in place and emphasize that they acted in 
the best interest of the District.   This sequence of events supports the need to have written contracts 
with vendors for professional services.

Note 12

We amended the report to state that the $941,709 transfer was not properly reviewed by the 
Treasurer.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

During this audit, we reviewed internal controls over assets and purchasing for the District for the 
period July 1, 2004 to June 30, 2005. To accomplish our audit objective our procedures included the 
following to obtain valid audit evidence: 

We interviewed the Superintendent, Internal Auditor/Capital Project Analyst, Purchasing Agent, 
Treasurer, Assistant Superintendent for Business and other relevant offi cials and employees of 
the District and SED to obtain an understanding of the internal controls procedures that were 
in place at the District with regard to the purchasing practices, fi nancial operations and capital 
assets. 

We reviewed the duties of the Treasurer, Internal Auditor/Capital Projects Analyst and 
Purchasing Agent and conducted various tests of transactions relating to these areas. These 
tests included: reviews of bank reconciliations, wire transfers, inspection of assets and capital 
assets inventory records. 

We reviewed contracts which the Board awarded for the construction of a new Middle School 
to determine if proper procedures were used in awarding such contracts and whether or not 
District offi cials had submitted relevant documentation to SED, including change orders that 
would have increased the total construction costs of the project. We examined the following 
records: vendor payment histories, contractors’ payments applications, resolutions awarding 
contracts, bond issuance resolutions, contracts for ten vendors, change orders, as available, and 
newspaper advertisements.  

We reviewed payments to six professionals to determine whether the payments were made in 
accordance with service agreements. We examined the following documents: resolutions of the 
Board, vendor payment histories, claim voucher packages, including professionals’ invoices 
and written contracts, when available.

For the Middle School capital project, we only documented the amount which the District had recorded 
as expenditure from its inception to January 3, 2006 and we obtained all information that we deemed 
necessary between June 30, 2005 and January 3, 2006. However, we did not audit any transactions 
which might have occurred during this period.
 
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 D

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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