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Report Number:   S8-5-47

Dear Dr. Murphy and Members of the Board of Education:

One of the Office of the State Comptroller’s primary objectives is to identify areas where local governments
and school districts can improve their operations and provide guidance and services that will assist local
officials in making those improvements.  Our goals are to develop and promote short-term and long-term
strategies to enable and encourage local government and school district officials to reduce costs, improve
service delivery and to account for and protect their entity’s assets.

In accordance with these goals, we are conducting an audit of 15 Long Island School Districts to determine
whether school district officials have established appropriate internal controls over expenses incurred on
behalf of school district managers and members of the board of education.  We included the Sachem
Central School District (School District) in our audit.  Within the scope of this audit, we reviewed School
District practices controlling expenses such as travel, conferences, meals, cell phones and credit cards.
The audit period was July 1, 2002 through August 31, 2004. However, we reviewed selected payments
made by the School District for the Director of Security for the period from June 1999 to March 2005.

This report of examination letter summarizes findings and recommendations specific to the School District.
We discussed the findings and recommendations with School District officials and considered their comments
when preparing this report. The School District’s response is attached to this report in Appendix B.
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Summary of Findings

Our examination of the School District’s internal controls over administrative expenses disclosed a need
for more oversight of contractual agreements and employee contracts; and the need for one Board member
to disclose his interest in contracts with the School District. We also identified weaknesses in how the
Board of Education structured and carried out the internal claims audit and treasury functions, and
opportunities for the Board of Education to improve the School District’s control environment by providing
more policy guidance for some administrative expenses. Overall, we identified the following areas needing
improvement during our audit period:

The Assistant Superintendent for Business was overpaid about $3,000 when he cashed in five
unused vacation days twice for the 2002-03 fiscal year.  Only five of the ten days he cashed in
were subtracted from his leave record. The Sachem Administrators’ Association (SAA) collective
bargaining agreement allows managers to cash in up to six vacation days each year.  The Assistant
Superintendent reimbursed the School District when we brought the overpayment to the attention
of District officials.

The School District also did not comply with the SAA agreement when it paid retiring administra-
tors for their unused vacation days based on a per diem calculation of their final salary rather than
their five year average salary as required by the agreement. This resulted in overpayments to two
officials in our test group totaling $2,148.  Additionally, the Board President did not approve 76 of
the 155 vacation days reflected in the Superintendent’s leave record at the end of the 2003-04
fiscal year, despite a provision in the Superintendent’s employment contract requiring the Board
President’s approval to carry over unused vacation days from year to year.

The School District contracted with the Eastern Suffolk Board of Cooperative Educational Ser-
vices (BOCES) and the Suffolk County Organization for the Promotion of Education (SCOPE),
currently referred to as SCOPE Education Services, at various points in time between November
1993 and March 2005 to fill the position of Director of Security for the Sachem Central School
District.  Although this individual was not a School District employee, the School District paid him
$6,493 for unused sick leave he earned as a BOCES employee.  During our audit period, the
District also provided him with a School District vehicle for both personal and school use and
incurred costs totaling $3,825 for his cellular telephone and gasoline card purchases.  The District
also incurred $1,335 in travel-related costs for the Director of Security in November 2004 and
February 2005.

• During our audit period, the School District purchased athletic uniforms for a total cost of about
$643,000 from a company that employed a member of the Board of Education. We found no
indication that the Board member publicly disclosed his interests in these contracts.
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The School District entered into a contract with a company that was partly owned by the son of
the Board President.  Although the Board President did not have an interest in this contract, we
believe he should have publicly disclosed his son’s affiliation with the company and recused himself
from any discussion or votes of the Board of Education related to the contract. Additionally, the
School District did not comply with its procurement policy which required the contract to be
competitively bid, and the District overpaid the company $3,325. When we brought this to the
attention of School District officials, they recovered this amount from the company.

The internal claims auditor, who worked as a clerk/typist in the district office, reported directly to
the Assistant Superintendent for Business instead of the Board of Education.  Since the internal
claims auditor reported to someone who supervised other employees responsible for authorizing,
recording and paying claims, she could not provide the independent review of claims necessary for
good internal controls.

The Board of Education had not adopted a written policy outlining when it is appropriate to
provide meals and/or refreshments to employees attending School District meetings.  The School
District expended about $17,955 for these items at 143 meetings and events during our audit
period.  The documentation available supporting these expenses generally did not show who
attended the meetings or the reasons why attendees required meals and/or refreshments to conduct
School District business.

The School District spent approximately $36,780 on about 60 cellular telephones (the exact number
fluctuated) during our audit period.  Despite the fact that the Board of Education did not have a
written policy on the use of cellular telephones, we found that School District officials actively
managed the 25 cellular phones issued to administrative staff.

The School District expended about $7,500 on travel-related expenses for its managers and
members of the Board of Education during our audit period.  The Board of Education and managers
provided policy guidance for travel expenses and our review of 21 travel-related claims and credit
card charges disclosed no significant exceptions.

The School District paid about $1,750 in charges for credit cards assigned to the Superintendent
and various members of the Board of Education during our audit period. The Board of Education
had not adopted a written policy outlining how officials should use the credit cards; however we
found no significant exceptions when reviewing the credit card claims and related supporting
documentation.

The Treasurer did not control when her signature was affixed to School District checks.  Staff in
the accounts payable department, who also processed and recorded claims, affixed the Treasurer’s
signature on checks using a signature disk that they controlled.
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School District officials have assessed some internal controls over administrative expenses recently. For
example, as of August 2004, the School District canceled all of its general-purpose credit cards except for
the one assigned to the Superintendent.  In January 2005 the School District Treasurer took control of the
signature disk used to sign checks.  In March 2005 the Board of Education hired an independent accounting
firm to perform the internal claims audit function; and in July 2005 the Board of Education adopted policies
relating to meals and refreshments, cellular telephones and travel reimbursements. The School District also
hired a CPA Firm to review internal controls for the period from July 1, 2002 to June 30, 2004 and to
report the results of the review to the Board of Education.

Background and Methodology

The School District, located in Suffolk County, has approximately 15,500 students.  To accomplish its
mission of educating students, the School District has eighteen educational buildings and a workforce
totaling about 3,100 employees.  Its 2004-05 operating budget totals about $243 million.

As part of our audit, we reviewed internal controls over administrative expenses.  We obtained our
understanding of these internal controls by inquiry, observation, inspection of documents and records and
reviewing other audit reports.  Our audit also included tests of the accounting records and supporting
documents that evidenced how School District officials authorized, incurred and paid administrative expenses
on behalf of managers and members of the Board of Education.  In the School District, we defined
“managers” to include the following positions that reported directly to the Superintendent, Deputy
Superintendent, Assistant Superintendent for Business, and/or Board of Education:

Superintendent of Schools
Deputy Superintendent
Assistant Superintendent positions
Director of Security
Treasurer
District Clerk

We also investigated taxpayer complaints that raised concerns falling within the scope and audit period of
this examination.  We provided detailed conclusions about these complaints in Appendix A.

We conducted our audit in accordance with Generally Accepted Government Auditing Standards.  Such
standards require that we plan and conduct our audit to assess adequately those school district operations
within our audit scope.  Further, those standards require that we understand the school district’s management
controls and compliance with those laws, rules and regulations that are relevant to the school district’s
operations included in our scope.  An audit includes examining, on a test basis, evidence that supports the
transactions recorded in the 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
our findings, conclusions and recommendations contained in this report.
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Audit Results

The internal control system, which is established by management and implemented by School District
officials, is the integration of the activities, plans, attitudes, policies and efforts of the people of an organization
to provide reasonable assurance that the organization will achieve its objectives.  A vital component in any
internal control system is the “tone at the top,” or the control environment.  The foundation of any effective
control environment is competent managers with integrity that attentively monitor operations.  Having a
good control environment helps ensure that all employees follow the School District’s policies and
procedures.

To establish the proper control environment, management must act with the highest ethical standards and
must adhere to the same rules and policies they expect all other staff to follow.  Management must show
leadership in carefully safeguarding the public resources that are entrusted to them.  To achieve these goals,
management must first establish the clear policies and procedures that will govern operations, communicate
these broadly, and then ensure that all employees comply with these policies and procedures.

Compliance with Employment Contracts

The School District should not provide officials with any compensation or employee benefits that the
Board of Education has not approved in employment contracts, or by resolution and/or written policy
authorized by the Board.  As part of our audit, we compared employment contracts, collective bargaining
agreements, and Board of Education resolutions with the compensation paid to the Superintendent, Deputy
Superintendent and Assistant Superintendents during the 2002-03 and 2003-04 school years.  We also
reviewed the cash payments made to the President of the Board of Education when he retired from his
position as the Administrator for Technology in August 2002. We had the following observations:

Overpayment to School District Officials - In the following instances, the School District provided officials
with compensation or employee benefits that were not in accordance with the terms of their contracts:

o The Sachem Administrators’ Association (SAA) collective bargaining agreement allows managers
to cash in up to six days of each year’s accrued vacation.  The Assistant Superintendent for
Business, Mr. Bruce Singer, received a duplicate payment of about $3,000 when he cashed in five
unused vacation days twice for the 2002-03 fiscal year. Mr. Singer prepared and approved his
own claim form to cash in five unused vacation days in July 2002.  The claim was processed and
paid by the payroll department in August 2002.  A second claim form signed by Mr. Singer and
approved by the Superintendent in August 2002 was also processed by the payroll department
and paid in September 2002.  The extra five days he cashed in were not subtracted from his
attendance calendar (leave record).
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Mr. Singer immediately offered to make restitution to the School District when we brought the
duplicate payment to the attention of District officials.  The School District recovered the $3,000
on February 25, 2005 by reducing the overpayment amount from his normal pay check.  Controls
over payments for unused leave time are weak when an official can initiate and approve his own
claim form without receiving approval from another District official.

o According to the SAA agreement, each administrator should be credited annually with 22 vacation
days accumulated from the prior year.  The agreement sets caps on how many vacation days they
can accumulate and allows them to cash in their accumulated vacation days upon separation from
the School District at a rate of 1/220th per day based on their “average salary over the past 5
years.” The former Board President, Mr. Michael Pomara, retired as the School District’s
Administrator for Technology in August 2002. The Assistant Superintendent of Personnel, Mr.
Richard Kollar, retired that same month.  Both employees were paid for accumulated vacation
days based on their last year salary instead of their average salary over the past five years.  This
resulted in overpayments to Mr. Pomara and Mr. Kollar in the amounts of $772 and $1,376,
respectively.

This situation is not unique to the individuals we tested during our audit. School District officials
told us that anyone who retired under the SAA contract (including Assistant Superintendents,
Principals, Assistant Principals, Directors and Administrators) after the contract changed effective
July 1, 1997 was paid for their unused vacation days based on their last year salary rather than
their average salary over the past five years.

Vacation Leave Balances – Superintendent Dr. James Ruck’s contract entitles him to accrue vacation
leave from year to year only when he is unable to use the leave due to District business and he has obtained
the approval of the President of the Board of Education.  At the end of the term of his contract (including
extensions), Superintendent Ruck shall be paid for his unused vacation days as long as the President of the
Board of Education approved the accumulation of unused days. The Superintendent’s attendance record
shows he had 155 days of accumulated unused vacation leave at the end of the 2003-04 fiscal year.
Letters signed by past Board Presidents show that they approved the accumulation of 79 of these days
through the 1998-1999 fiscal year.  The remaining 76 vacation days earned and carried over through the
end of the 2003-04 fiscal year were not approved by the Board President.

Subsequent to our audit fieldwork, Dr. Ruck retired from the District. School officials are conferring with
the School District attorney to determine the number of unused vacation days available for Dr. Ruck to
cash in.

The failure to maintain accurate records showing only authorized accumulated leave time could result in
uncertainty regarding unused leave balances and ultimately in officials receiving leave time benefits to which
they are not entitled.
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Compliance with Contractual Agreements - Director of Security

The School District should not make payments to, or on behalf of, an independent contractor in excess of
the amounts obligated in contractual agreements for services.  As part of our audit, we reviewed certain
payments made to, or on behalf of Mr. Daniel DeCastro, the Director of Security during the period from
June 1999 to March 2005.

The School District employed Mr. DeCastro as the Director of Security from 1991 to 1993.  In November
1993, Mr. DeCastro resigned from the School District and went to work for the Eastern Suffolk Board of
Cooperative Educational Services (BOCES).  From November 1993 through June 1997, the School
District contracted with BOCES for Mr. DeCastro to continue to perform the duties of the Director of
Security.  This change made the School District eligible to receive state aid to partially fund his position. In
June 1997, Mr. DeCastro was rehired by the Sachem Central School District as the Director of Security
and he remained in that position until June 1999.  From July 1999 to March 2005, the School District
obtained Mr. DeCastro’s services as the Director of Security through contracts with Suffolk County
Organization for the Promotion of Education (SCOPE), a not-for-profit corporation that provides a variety
of services to school districts (this organization is currently known as SCOPE Education Services).

The School District made payments to, or on behalf of, Mr. DeCastro that were not provided for in written
contractual agreements.

o Payment of Unused Sick Days - When Mr. DeCastro left School District employment in June
1999, the School District paid him about $10,965 for 103 unused sick days at 50% of his daily
pay rate.  According to School District records, this payment included $6,493 for 61 sick days he
accrued when working for BOCES from November 15, 1993 to June 2, 1997. School District
officials informed us that the District’s contract with BOCES did not require the School District to
pay for the unused sick days he accumulated as a BOCES employee, and there was no other
written agreement with Mr. DeCastro that required the School District to compensate him for
these days.

o Contractor’s Use of School District Assets and Travel-Related Costs – From July 1999 to March
2005, the School District entered into annual contracts with SCOPE for Mr. DeCastro’s services
as the Director of Security. The contracts specified the time period and cost for the services, but
did not include provisions for other benefits and Mr. DeCastro’s use of School District property.
For example, Mr. DeCastro was assigned full time use of a School District vehicle (a 1996 Ford
Crown Victoria)  and a gasoline credit card.  From July 2002 to August 2004, he incurred charges
totaling over $885 for gasoline.  The School District also provided Mr. DeCastro with a cellular
telephone that cost the District about $2,940 during the audit period.
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In addition, the School District incurred travel costs totaling $1,335 for Mr. DeCastro to attend a
Project Directors Meeting in Washington, DC in November 2004, and an Emergency Response
and Crisis Management Conference in San Francisco, California in February 2005.  Although
these travel costs were paid with Federal grant moneys received by the School District, the con-
tract with SCOPE did not include a provision requiring the School District to pay Mr. DeCastro’s
travel-related expenses. Also, the conference registration documentation from the Education De-
partment states that the attendees “should be School District staff, not consultants.” It further
states, “in order to optimize time and resources/grant funds, we prefer that you send district staff
only.” Mr. DeCastro was not a School District employee when he attended the conference.

Board Member Anthony Falco – Disclosure of Interest

We received a taxpayer complaint concerning Board member Anthony Falco’s connection to Port Jefferson
Sporting Goods, a company from which the School District purchased athletic uniforms costing about
$643,000 during our audit period. Although these contracts were not prohibited by law, Board member
Falco had a disclosable interest in the contracts with Port Jefferson Sporting Goods. We found no indica-
tion that Mr. Falco had publicly disclosed his interest in these contracts.

Article 18 of the General Municipal Law contains the statutory provisions that relate to conflicts of interest
of municipal officers and employees. Section 800(3) of that Article provides that a municipal officer or
employee has an interest in any contract with his or her municipality if he or she receives a direct or indirect
pecuniary or material benefit as a result of that contract. In addition, regardless of whether an officer or
employee receives a pecuniary benefit from a contract, an officer or employee is deemed to have an
interest in any contract of a firm or partnership of which he or she is a member or employee or a corpora-
tion of which the officer or employee is director, officer, employee or shareholder. Such an interest is
prohibited if none of the exceptions enumerated in Section 802 of Article 18 are applicable and the officer
or employee, individually or as a member of a board, has the power or duty to: (a) negotiate, prepare,
authorize or approve the contract or authorize or approve payment under the contract; (b) audit bills or
claims under the contract; or (c) appoint an officer or employee who has any of these powers or duties
(General Municipal Law, §801). As a member of the Board of Education, Mr. Falco has some of these
powers and duties.

Board member Falco informed us that he is an employee of Port Jefferson Sporting Goods. He told us he
works for the international division, not the school division, so he is not directly involved with contracts
with the School District as part of his private employment. He also informed us that his compensation is
based on an hourly rate with no commission component. Section 802 of the General Municipal Law
provides an exception to the prohibition on interests in contracts in situations when interests in contracts
are prohibited solely by reason of private employment if the private remuneration is not directly affected as
a result of the contract and the duties of the private employment do not directly involve the procurement,
preparation or performance of the contract. Accordingly, assuming Mr. Falco meets the criteria for this
exception, he would not have a prohibited interest in the contracts between the School District and Port
Jefferson Sporting Goods.



9

These contracts, although not prohibited by law, do represent an interest in contracts which requires public
disclosure of the nature and extent of the interest. Under Article 18, the disclosure must be made in writing
and must be made a part of the minutes of the Board of Education. The disclosure by school district
officers and employees of their interests in contracts serves to foster public awareness, allows appropriate
scrutiny of such interests and helps maintain openness and public confidence in school districts.

See Appendix A of this report for our audit conclusions concerning a taxpayer complaint alleging that the
School District awarded the contract for athletic uniforms to Port Jefferson Sporting Goods based on
restrictive bid specifications.

Contract for Internet Access

We followed up on a taxpayer complaint indicating that Board President Michael Pomara’s son was a
partner in Exobit, an internet provider company, and that the School District awarded a contract to Exobit
without a bid.

According to Mr. Pomara, his adult son was a part owner of Exobit Networks, Inc. from March 10, 2004
to August 20, 2004. In June 2004, the Board of Education (including Mr. Pomara) voted unanimously to
approve two separate contracts for internet access for the 2004-05 school year.  One contract was with
Exobit Networks, Inc. (Exobit) for $15,960, and the other contract was with another internet service
provider for $14,245.  According to District officials, the School District entered into contracts for internet
access with two separate providers so the School would continue to receive some internet service if one of
the provider’s services went down.

We should note that Exobit was already providing internet access to the District under a prior contract that
covered the period from October 16, 2003 to June 30, 2004.  Exobit was awarded the 2004-05 contract
to provide two T-1 lines of internet services (3MB) for a monthly fee of $1,330 to be paid annually, in
advance, for a total cost of $15,960.  The new monthly fee was to become effective when the new T-1
lines were installed and operational in the Sachem North High School. Until that time, Exobit was to bill the
School District at the old rate of $3,000 per month.  Due to implementation issues, the lines did not
become operational until the middle of September 2004.  The School District paid Exobit $3,000 per
month from July 2004 through September 2004.  In October 2004, once the lines were operational, the
School District paid Exobit the agreed upon fee of $15,960.  We questioned why the School District paid
the entire annual fee for the T-1 lines when they were not in operation for the first two and one-half months
of the year. We were informed that for the second half of September, it was necessary for the District to
have redundant systems. The District wanted to be certain that the new T-1 lines were operational and so
they ran both systems for two weeks. The School District overpaid Exobit in the amount of $3,325. After
we brought this to the attention of District officials, they recovered the overpayment from Exobit.
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The Board’s purchasing policy and related regulations dictates the procedures to be followed in the
procurement of goods and services. Although General Municipal Law, Section 103 requires contracts for
public work in excess of $20,000 to be competitively bid, the School District’s purchasing policy requires
that “…public work contracts involving an expenditure of more than $15,000 will be awarded only after responsible
bids have been received in response to a public advertisement soliciting formal bids.”  Based on our review of
the records and our discussions with School District officials, the School District did not solicit competitive
bids prior to entering into the contract with Exobit for internet service for the 2004-05 school year.

With respect to Mr. Pomara’s adult son being a part owner of Exobit when the School District contracted
with the company, nothing in Article 18 of General Municipal Law provides that a school district officer or
employee is deemed to have an interest in a contract between the school district and a company of which
his or her adult, non-dependent son is a part owner. Accordingly, assuming the Mr. Pomara did not directly
or indirectly receive any pecuniary or material benefit as a result of the contract, he would not have an
interest in a contract between the School District and Exobit.

Although under Article 18 Mr. Pomara would have no interest in the contract with Exobit, we believe he
should have publicly disclosed his son’s interest in the company and recused himself from any discussions
and votes of the Board of Education on matters relating to the contract between the School District and
Exobit to avoid even the appearance of impropriety.

Independent Audits of Claims

The internal claims auditor also worked as a clerk/typist in the School District’s administrative office.
While the School District’s organization chart shows the internal claims auditor reporting directly to the
Board of Education, she actually reported directly to the Assistant Superintendent for Business, who
supervised other employees responsible for authorizing, recording and paying claims. During our audit
period, the internal claims auditor did not report questionable claims to the Board of Education; instead,
she resolved questions by contacting the School District’s independent accounting firm or others within the
accounting department. Since the internal claims auditor reported to someone who supervised other
employees responsible for authorizing, recording and paying claims, she could not provide the independent
review of claims necessary for good internal controls.

Conducting a proper audit of claims before the School District pays them is an integral part of any internal
control system.  The internal claims auditor should conduct a deliberate and thorough review to determine
that proposed payments are proper and valid charges against the school district, and that they are incurred
by authorized officials.  In addition, the internal claims auditor should determine that the School District, or
its representatives, actually received the goods and/or services described in the claims by viewing detailed
receipts and written statements from School District officials to that effect.  Another important factor in a
good internal control system is having the internal claims auditor report to the Board of Education.  When
an internal claims auditor reports directly to a sole School District official that either approves or supervises
others who approve business transactions, purchase goods and/or services or account for financial
transactions, the function does not provide independent oversight of those activities. This increases the risk
that the School District will pay for inappropriate expenses.
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After our audit period, the Board of Education formed an audit committee that conducted a search for an
independent accounting firm to perform the function of internal claims auditor. The independent accounting
firm has now taken over the internal claims audit function and the firm reports directly to the Board of
Education.

Meals and Refreshments at School District Meetings

The Board of Education had not adopted a written policy outlining when it is appropriate to provide meals
and/or refreshments to employees attending School District meetings.  The School District expended
about $17,955 for meals and refreshments at 143 meetings or events during our audit period.  However,
contained within these totals are meals and/or refreshments costing about $6,180 that the School District
provided at 30 events held primarily for students or the public. Because our audit focused on administrative
expenses, we reviewed the remaining $11,775 in meals and refreshments provided at 113 meetings of
School District managers, Board Members and other employees.

The School District lunch program usually provided the meals and/or refreshments for meetings and charged
the cost back to the general fund.  The lunch fund charged the general fund for about $9,090 in meals and/
or refreshments that it provided at 87 School District meetings or events.  Included in this amount was
approximately $3,320 paid for dinners provided at middle school orientation for about 300 teachers when
the School District reconfigured the 6th, 7th, and 8th grades into four middle schools. The lunch fund claims
usually provided general descriptions such as “Staff Development,” or “Task Force Meeting,” along with
dates and a list of the meal and/or refreshments provided.  However, the claims did not provide information
showing who attended the meetings, nor did they contain reasons why it was essential to conduct the
meetings at mealtime or why the refreshments were necessary and incidental to the conduct of School
District business.

In addition to the meals and/or refreshments provided by the lunch fund, we also reviewed 26 other claim
payments for non travel-related meal expenditures totaling $2,685.  The majority of these expenses were
for Board members and managers to attend various local professional association dinners and luncheons;
however four claims for lunches totaling about $440 did not indicate who attended the meetings.

School District officials are entitled to reimbursement for actual and necessary expenses incurred in the
performance of their official duties.  However, generally, the Board of Education should only consider
meals provided at meetings necessary when School District officials travel outside of their regular work
areas on official business for extended periods, or where events prevent them from taking time off during
mealtime for food consumption because of a pressing need to complete business.

In July 2005, subsequent to our audit, the Board of Education adopted a meals and refreshments policy
which requires among other things; appropriate documentation for expense reimbursement such as, the
date of the meeting or event, the purpose of the meeting and the identification of the group in attendance.
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School District Cellular Telephones

The Board of Education has not adopted a written policy outlining which positions need cellular telephones
to conduct School District business, nor how they should be used.  The School District spent approximately
$36,780 on about 60 cellular telephones (the exact number fluctuated) during our audit period.  The
School District generally provided cellular telephones to the Superintendent, Deputy Superintendent,
Assistant Superintendents, other administrative staff members, principals, and certain personnel in the
Athletics department.  Included in the 60 cellular telephones are about 23 telephones with minimal base
plans costing approximately $10 each month.

 Despite not having a written policy, the Superintendent’s secretary monitored the 25 cellular telephones
issued to administrators by sending out copies of telephone bills and letters requesting reimbursement for
personal calls, and tracking reimbursements. On July 1, 2004, the Assistant Superintendent for Business
issued a memorandum requiring all cellular telephone users to reimburse the School District 10% of the
monthly rate on their cellular telephone plan to cover the cost of personal calls made on the telephones.
The memorandum also requires cellular telephone users to continue paying for any personal calls which
exceed their monthly call plan allotment.

At the beginning of our audit fieldwork, the School District had a list of cellular telephones assigned to 25
administrators, but did not have a list of the other District-owned cellular telephones.  School District
officials compiled a list of all the cellular telephones and provided it to us during our audit.  The
Superintendent’s secretary is not responsible for monitoring the non-administrative cellular telephones.
Monthly invoices for these cellular phones are sent directly to the individual school buildings for review and
approval by the principals.

In July 2005, the Board of Education adopted a cellular telephone policy.  In addition to outlining the job
titles requiring district-owned cellular telephones, the policy mandates repayment of personal calls at a rate
of ten cents per minute.  It also states that the District will establish the level of service and that the Assistant
Superintendent for Business will evaluate the plan at least annually.

Travel-related Expenses

The School District expended about $7,500 on travel-related expenses for its managers and members of
the Board of Education during our audit period.  Of this amount, $5,060 was for registration fees and
transportation costs for managers attending local conferences which did not require overnight lodging.

The School District provides policy guidance to officers and employees on how travel related expenses
should be authorized, documented and reimbursed.  This guidance includes a February 1998 expense
reimbursement policy adopted by the Board of Education, and a July 2003 memo issued by the Assistant
Superintendent for Business to clarify the documentation requirements for reimbursement claims. The
School District also provided additional guidance on the “Conference Request and Travel Voucher” form
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that travelers are required to complete and attach to their reimbursement claims.  The travel voucher form
identifies expenses that will not be reimbursed by the School District, such as expenses for entertainment,
liquor, and costs associated with non-employees accompanying employees to conferences.  The travel
voucher also states that staff members of the same sex attending a conference are expected to share a
room and staff members driving to the same conference are expected to travel together to eliminate duplicate
mileage reimbursements.

Our tests of 21 travel-related claims and credit card charges disclosed that Board members and managers
complied with the requirements of the School District’s policies and travel voucher instructions.  For
example, the Treasurer and another district employee saved an estimated $585 by car-pooling and sharing
a hotel room at a conference in Albany. Overall, our tests of the travel-related claims and credit card
charges disclosed no significant exceptions.

Subsequent to our audit period, in July 2005, the Board of Education adopted a new travel reimbursement
policy. This policy requires the use of Federal lodging rates or permission from the Board of Education to
exceed these rates if necessary for overnight travel.  It also limits daily meal reimbursement to $70 per day
in total, or $10 for breakfast, $20 for lunch and $40 for dinner.

School District Credit Cards

Although the Board of Education passed resolutions to authorize certain Board members and the
Superintendent to receive School District general-purpose credit cards and to set an aggregate credit limit
of $18,000 ($2,000 for each credit card), the Board did not provide written policy guidance to officials on
how to use the credit cards. School District officials incurred 28 charges totaling about $1,750 during our
audit period. The District Clerk informed us that the credit cards were kept in a secured location and only
issued to the Superintendent and Board members when they needed them.  The School District had nine
credit cards at the beginning of our audit period, but has canceled all but one issued to the Superintendent
as of August 2004. We found no significant exceptions when reviewing the general-purpose credit card
claims and related supporting documentation.

Inadequate Segregation of Duties – Signing Checks

The School District’s system of internal controls did not separate the duties of employees involved in the
disbursement process enough to provide a good set of checks and balances over financial transactions.
During our audit period, the Treasurer did not affix, or control when others affixed, her signature to checks
for the payment of claims.  Instead, employees in the accounts payable department controlled the check
signature disk and used it to affix the Treasurer’s signature to claim checks. Since these same employees’
processed and recorded claims and printed checks, their control and use of the signature disk provided
them with too much control over disbursements.
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An effective system of internal control provides for the separation of duties so that no single individual
controls each phase of a transaction. When key duties and responsibilities are segregated, the School
School District establishes checks and balances over its financial operations that reduce the risk that errors
and/or irregularities will go undetected.  Ideally, School District officials should separate the duties of cash
custody (i.e., signing checks and cash custody) and recordkeeping.  In addition, the Treasurer is the
custodian of all School District moneys.  As such, she should sign claim checks, or control the affixation of
her signature on claim checks, generally after receiving a warrant signed by the internal claims auditor
directing her to pay District claims (with a few exceptions).  She should then compare the signed checks to
the warrant (or certified payroll for payroll checks) for accuracy.

The School District Treasurer informed us that starting in January 2005, she now controls the check
signature disk and provides it to the staff in the accounts payable department when they are ready to print
and sign the checks.

Recommendations

1. The Board of Education should ensure that all employee benefits provided to School District
officials are in accordance with their employment contracts.  The Board should also examine the
cash payments made to retiring administrators for their unused vacation days to determine if they
were paid based on their five year average salary, as required by their contract, and take appropriate
steps to recover any overpayments.

.
2. The Board of Education should review the Superintendent’s accumulated vacation leave balances.

If it determines that his leave balances are not in accordance with his contract, the Board should
adjust his leave balances to reflect the authorized amount.

3. The Board of Education and Superintendent should strengthen controls over the payment of accrued
vacation so that officials do not receive duplicate payments or overpayments.

4. The School District should not make payments to, or on behalf of, an independent contractor in
excess of the amounts obligated in contractual agreements for services. The Board of Education
should review the payments made to the Director of Security for unused sick days he earned when
he was employed by BOCES, and take appropriate steps to recover the funds.

5. Board member Anthony Falco should disclose his interest in Port Jefferson Sporting Goods at a
public meeting of the Board of Education. The Board should include the disclosure statement in its
minutes. In addition, the Board should review its practices as they relate to interests in contracts
statutes to help ensure that non-prohibited interests in contracts are properly disclosed and entered
in the minutes of the Board of Education prior to the School District entering into such contracts.
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6. The Board should remind all employees involved in the claims approval and purchasing processes
of the District’s procurement policy, and should periodically determine that the procurement policy
is being adhered to.

7. The Board of Education should consider adopting a written policy to govern the use of general-
purpose credit cards.  The policy should outline when and how officials can use the credit cards,
and specify the required documentation to support the charges.

8. All claims for meals and refreshments provided at meetings should show the purpose of the meeting,
who attended, and the reasons why it was essential to conduct the meetings at mealtime or why the
refreshments were necessary and incidental to the conduct of School District business.

9. The Board of Education and its managers should monitor and enforce compliance with recently
adopted policies and regulations such as those related to meals and refreshments, travel
reimbursement and cellular telephones. The Board of Education should also review and update
these policies and procedures periodically to meet the changing needs and priorities of the School
District.

10. The Treasurer should continue to control when the check signature disk is used to affix her signature
to School District checks.  In addition, the Treasurer should compare the signed checks to approved
warrants and certified payrolls.

It is your responsibility, as School District officials, to formulate a plan of action by assessing risks, designing
control procedures that address the identified risks in a cost effective way and determining how to address
deficiencies best.  This plan of action should be available for public review in the office of the District Clerk
and the Office of the State Comptroller.  See the attached document for additional information on filing a
corrective action plan.  Our Office is available to assist you upon request.  If you have any further questions,
please contact the Statewide and Regional Projects Unit at 315-428-4192.

Sincerely,

Steven J. Hancox
Assistant Comptroller
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APPENDIX A

TAXPAYER COMPLAINTS

We reviewed the following complaints from taxpayers that pertained to the scope of our examination.

1. We received a complaint in July 2004 regarding Board of Education member, Mr Anthony Falco.
The complaint alleges that “at last night’s Sachem Board meeting a bid for school football uniforms
was presented to the Board for approval. The Board approved the bid despite the fact the specs
were prepared in such a way, that the only vendor that could provide the uniforms was Port
Jefferson Sports. The specs were prepared by Mr. Falco’s son and Mr. Falco, a trustee and
employee of Port Jefferson Sports voted to approve the contract.”

Audit Conclusion:  The bid referred to in the complaint was awarded by the Board of Education
for the 2004-05 school year on July 27, 2004 and was actually for athletic uniforms for several
different sports teams. The School District received 15 bids and awarded contracts totaling
$308,850 to 14 separate vendors. Of the $308,850, Port Jefferson Sporting Goods was awarded
contracts totaling $147,872. Port Jefferson Sporting Goods was the sole bidder for about $45,700
of the contracts it was awarded. In 2003, the School District also solicited competitive bids for
athletic uniforms and awarded contracts totaling $310,632 to just two separate vendors. Port
Jefferson Sporting Goods was awarded contracts totaling  $300,465, of which it was the sole
bidder for about $231,200.

We discussed the procedures to develop the bid specifications with the Director of Athletics. He
stated that when the need to procure uniforms arises, they work with a variety of vendors to
accurately describe the uniforms needed based on the school colors, durability, grade levels etc.
Based on our review of the bid specifications for the 2003 and 2004 contracts, they specify
certain brand names for the uniforms, including one brand for which Port Jefferson Sporting Goods
is an authorized dealer. However, under the general terms and conditions for written quotes there
is an equivalency clause that states, “Where a Brand Name is specified, bidders have the right to
quote on a product of equal quality.” School districts may specify a particular brand name as a
standard of supply in lieu of drafting specifications containing a detailed product description so
long as the specifications provide that products which are reasonably equivalent to the standard
are acceptable. The specifications used by the School District meet this requirement; thus we did
not find the specifications to be restrictive.

See our finding entitled, “Board Member Anthony Falco – Disclosure of Interest” for information
concerning Mr. Falco’s failure to publicly disclose his interest in contracts with Port Jefferson
Sporting Goods.
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2. We received another complaint indicating that Board member Falco owns an entertainment company
that is used whenever the School District has events, and that Mr. Falco also worked for a trophy
company that has been used by the School District.

Audit Conclusion: Mr. Falco informed us that his adult son owns an entertainment company called
Elite Sounds that has played at sporting events. His son is not a dependent of Mr. Falco. Our
review of the vendor history reports disclosed no payments made by the School District to this
company during the audit period.

Mr. Falco also informed us that he has never worked for a trophy company, but the complaint may
be referring to the trophies that are sold through Port Jefferson Sporting Goods, a company he
works for. See our finding entitled, “Board Member Anthony Falco – Disclosure of Interest” for
information concerning Mr. Falco’s failure to publicly disclose his interest in contracts with Port
Jefferson Sporting Goods.

3. We received a complaint that Dan DeCastro worked as the Sachem School District Security
Director while receiving a disability pension from the New York City Police Department (NYPD).
Knowing he was limited in a salary cap, some of his salary was diverted through SCOPE.

Audit Conclusion: The complaint is correct that Mr. DeCastro does receive a disability pension
from the NYPD. We conducted research and contacted the New York City Police Pension Fund
to get an understanding of the salary limitations that pertain to disability retirees. We obtained the
following information:

• Persons on disability retirement prior to the 20th anniversary of their appointment to the
Police Department are subject to an earnings limitation if they work for New York State
or any of its political subdivisions.  Earnings in excess of the limitation should be subtracted
from subsequent pension payments.

• Disability retirees who are employed by New York State or any of its political subdivisions
after the 20th anniversary of their appointment to the Police Department will have their
pension benefits suspended.

See our finding entitled “Compliance with Contractual Agreements - Director of Security,” for the
time periods between 1991 and 2005 in which Mr. DeCastro was employed by the School District,
BOCES and SCOPE.  As part of our audit of the Sachem School District, we did not have access
to his New York City employment records or his pension payments. Thus, we could not determine
if he earned more than the limits, or if his pension payments were adjusted for any excess earnings
when he was employed by the School District or BOCES prior to his 20th anniversary.  We were
informed by a representative from the New York City Police Pension Fund that the earnings
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limitations above would not apply to a position with a not-for-profit corporation, even if the person
works at a school district through a contractual relationship.  Therefore, since Mr. DeCastro was
employed by SCOPE and not directly by the School District after the 20th anniversary of his
employment with the Police Department, he was not subject to a limitation on his earnings. Mr.
DeCastro resigned from his position as Director of Security in March 2005.

4. We receive a complaint that Security Director Dan DeCastro hired his family members to work
security for the Sachem School District, and that he “…has been signing payroll sheets for his
family and friends.”

Audit Conclusion: The Director of Security, Dan DeCastro has two sons that worked for the
School District’s security department during our audit period. One son started working for the
security department in August 1998 and is currently employed in that department.  The second son
worked in the security department from December 2003 to June 2004. The Board of Education
passed resolutions to approve the hiring of both of Mr. DeCastro’s sons.  A review of the 195 time
and attendance records submitted during our audit period revealed that Mr. DeCastro signed his
sons’ time records 50 times. In addition, of the two annual evaluations done for his sons during our
audit period, Mr. DeCastro prepared one evaluation and signed off on the second evaluation as
Director of Security.

The Board of Education adopted a conflict of interest policy on March 17, 1998. This policy
states, “No person employed by the district shall hire, supervise, evaluate, promote, review or
discipline any other employee who is a member of the same family.” Although the Director of
Security provided services to the School District under contractual agreements with SCOPE during
our audit period and he was technically not an employee of the District during this time; it appears
that his duties with respect to the supervision and evaluation of his sons were inconsistent with the
intent of the Board’s conflict of interest policy. Effective July 2004, School District officials asked
Mr. DeCastro to give the responsibility of signing time and attendance records to his assistant. Our
review of August 2004 time and attendance records disclosed that they were not signed by the
Director of Security.  As noted in the previous comment, Mr. DeCastro resigned from his position
as Director of Security in March 2005.

5. We received a complaint alleging that the District’s athletic director, Ken Marlborough, took his
whole office out to dinner at the Cooperage Inn during July (2004) and that he paid for the dinners
with a School District credit card.

Audit Conclusion: As noted in our finding entitled “School District Credit Cards,” the Athletic
Director was not issued a District credit card. Our review of all the credit card charges paid during
our audit period revealed no charges to the Cooperage Inn on any School District credit card. We
also reviewed all reimbursement claims paid to Mr. Marlborough during our audit period. None of
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the reimbursement expenditures were for a dinner at the Cooperage Inn. In addition, we reviewed
the warrants and vendor list for any checks written directly to the Cooperage Inn. We found no
payments made directly to the Cooperage Inn during our audit period.

We also discussed the complaint with the Athletic Director. He confirmed that he does not have a
School District credit card and told us that he did take the office out to dinner, but he paid for the
dinner with his personal credit card.
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APPENDIX B

RESPONSE FROM SCHOOL DISTRICT OFFICIALS

The School District officials’ response to this audit can be found on the following pages.

Note:

The School District’s response letter refers to separate attachments that we did not include in Appendix B
due to the volume of the attachments (27 pages).  These attachments include the District’s policies addressing,
purchasing, the use of credit cards, meals and refreshments, travel reimbursements, and the use of cell
phones.  Currently, these policies can be found on the School District’s website.




