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State of New York
Office of the State Comptroller

Division of Local Government Services
and Economic Development

November 2006
Dear School District Officials:

One of the Office 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 officials
in making those improvements. Our goals are to develop and promote short-term and long-term
strategies to enable and encourage school district officials to reduce costs, improve service delivery
and to account for and protect their school districts’ assets.

The reports issued by this Office are an important component in accomplishing these objectives.
These reports are expected to be a resource and are designed to identify current and emerging fiscally
related problems and provide recommendations for improvement. The following is our report on the
\Voorheesville Central School District — Payments for Employee Benefits and Former Administrators’
Claims.

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

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 office for your county listed at the back of this report.

Respectfully submitted,
Office of the State Comptroller

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

EXECUTIVE SUMMARY

The Voorheesville Central School District (District) is governed by the Board of Education (Board)
which comprises seven elected members. The Board is responsible for the general management
and control of the District’s financial and educational affairs. The Superintendent of Schools
(Superintendent) is the chief executive officer 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.

Because of the questionable and inappropriate salary-related payments and leave benefits provided to
the former Superintendent (McCartney) and Assistant Superintendent (Marturano) noted in our January
24,2006 audit report, we decided to expand our audit of these salary-related and leave benefit payments
to other administrators and selected staff within the District. This report is an addition to the previous
report. In addition, we reviewed the credit card and expense reimbursement claims submitted by, or
on behalf of, McCartney and Marturano to determine that their expenses were approved, appropriate
and supported.

Scope and Objectives

The objective of our audit was to evaluate internal controls over payments for employee benefits and the
processing of administrative expense claims to ensure that District officials were properly safeguarding
District assets. We extended the scope of the audit to include a trip that the Transportation Supervisor
(Supervisor) made to Tulsa, Oklahoma to tour a bus manufacturing facility. Our audit addressed the
following related questions:

» Areinternal controls over payments for employee benefits made to administrators and selected
employees appropriately designed and implemented effectively?

» Have District officials established effective internal controls over the processing of former
administrators’ expense claims?

Audit Results
The District inappropriately paid the current Assistant Superintendent (former Treasurer) $8,425

and $5,575 for unused leave and tuition reimbursement, respectively, during the three-year period
ending June 30, 2002. The District also paid the Supervisor and a former Principal $2,105 and $1,011,
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respectively, for unused leave to which they were not entitled. Although the District has executed
collective bargaining agreements, policies and employment contracts, the Board did not have an
adequate system of internal controls in place to ensure that payments for employee benefits were
authorized and accurate. In addition, the Board did not authorize tuition reimbursement for managerial/
confidential employees in any approved employment contract or policy. The former Superintendent
was able to override or disregard existing internal controls and provide benefits to employees without
proper authorization from the Board. Additionally, the internal controls over the accrual and usage of
employee leave time were weak and allowed errors to occur and remain undetected.

The District’s internal controls over the former administrator’s expense claims also were not effective.
The former Superintendent charged at least $11,500 in various personal expenses to the District for hotels
(out-of-town and local), entertainment, meals and alcohol, gifts, and donations. He only reimbursed
the District for $611 of the personal expenses charged. For example, he charged $357 at an Albany
area strip club (which he later reimbursed to the District). Also, although he documented that three of
his seven trips to Syracuse, New York were necessary because of meetings held there, the sponsoring
associations purportedly holding the meetings told us that they had no record of any meetings on these
dates. The District incurred travel costs totaling over $1,100 including mileage reimbursements and
meals for these trips. In addition, he did not always provide sufficient information about his travel
destinations and times to support mileage claims, nor did he submit original receipts detailing his
expenses. Further, some travel-related costs that he charged to the District were excessive since they
significantly exceeded the Federal reimbursement rates for business travelers. For example, while
attending a conference in Rochester, New York with three Board members, the former Superintendent
charged $770 for meals on one day when the Federal reimbursement rates for meals in Rochester
totaled $47 per person per day or $188 for the four officials attending. We found that the District’s
travel policy in effect during our audit period was vague and non-specific. In addition, District officials
informed us that they did not feel they could question the former Superintendent’s claims. Our audit of
former Assistant Superintendent Marturano’s expense claims disclosed no significant findings.

The Supervisor received an improper gift when a school bus vendor provided an all expense paid, two-
day trip to Tulsa, Oklahoma to tour a bus manufacturing facility. Subsequent to the trip, the District
purchased three busses at a cost of $208,000 through a state contract from the vendor, giving rise to a
question of impropriety.

Comments of Local Officials

The results of our audit and recommendations have been discussed with District officials and their
comments, which appear in Appendix A, have been considered in preparing this report. District
officials agree with most of our recommendations and have taken steps to implement them. However,
they indicate that most of the payments made to officials other than the former Superintendent were
warranted or reasonable, and therefore, they do not plan any efforts to recover them. Regarding the
payments to the former Superintendent, District officials indicate that they are reviewing their options.
OSC comments to the District’s response can be found in Appendix B.
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Introduction

Background

The Voorheesville Central School District (District), located in
Albany County, is governed by the Board of Education (Board)
which comprises seven elected members. The Board is responsible
for the general management and control of the District’s financial and
educational affairs. The Superintendent of Schools (Superintendent)
is the chief executive officer 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 two schools in operation within the District, with
approximately 1,270 students and 235 employees. The District’s
budgeted expenditures for the 2005-06 fiscal year total about $19.3
million, funded primarily with State aid and real property taxes. The
major expenditures are employee salaries and related fringe benefits.

The District has experienced significant turnover in its key staff over
the last several years. Most notably, the former Superintendent, Alan
McCartney, retired on July 15, 2005 after serving in that capacity
since 1989. Additionally, Anthony Marturano, the former Assistant
to the Superintendent for Business (Assistant Superintendent), led
the business office from 1991 until August 2, 2002. Because of his
retirement, the Board appointed the former Treasurer to succeed him
effective July 1, 2002. Before becoming Assistant Superintendent,
she had performed the duties of Treasurer since 1979.

Because of the questionable and inappropriate salary-related
payments and leave benefits provided to the former Superintendent
and Assistant Superintendent noted in our January 24, 2006 audit
report, we decided to expand our examination of salary-related and
leave benefit payments to other administrators and selected staff
within the District. This report is an addition to the previous report.
In addition, we reviewed the credit card and expense reimbursement
claims submitted by, or on behalf of, McCartney and Marturano.

The Board had executed collective bargaining agreements with
several employee unions. It also had adopted policies defining
benefits for managerial/confidential employees and entered into
individual employment contracts with the Superintendent and
Assistant Superintendent. In addition, the District reimbursed nine
administrators more than $37,000 for expenses during the three
fiscal years ended June 30, 2005, including $23,000 paid to former
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Objectives

Scope and
Methodology

Comments of District
Officials and Corrective
Action

Superintendent McCartney. The District also paid over $32,000 in
expenses charged to credit cards by these officials during the same
period.

The objective of our audit was to evaluate internal controls over
payments for employee benefits and the processing of administrative
expense claims to ensure that District officials were properly
safeguarding District assets. Our audit addressed the following related
questions:

» Are internal controls over payments for employee benefits
made to administrators and selected employees appropriately
designed and implemented effectively?

» Have District officials established effective internal controls
over the processing of former administrators’ expense
claims?

During this audit, we examined internal controls over the payment of
employee benefits and administrators’ expense claims for the period
July 1, 2002 to August 15, 2005. When we noted unauthorized
payments for employee benefits, we extended our audit period to
review all such payments made to a specific individual. We extended
the scope of the audit to include a trip that the Transportation
Supervisor (Supervisor) made to Tulsa, Oklahoma to tour a bus
manufacturing facility.

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 officials and their comments, which appear in Appendix
A, have been considered in preparing this report. District officials
agree with most of our recommendations and have taken steps to
implement them. However, they indicate that most of the payments
made to officials other than the former Superintendent were warranted
or reasonable, and therefore, they do not plan any efforts to recover
them. Regarding the payments to the former Superintendent, District
officials indicate that they are reviewing their options. OSC comments
to the District’s response can be found 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
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and forward the plan to our office within 90 days. For guidance in
preparing your plan of action, you may refer to applicable sections in
the publication issued by the Office 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
office.
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Payments for Employee Benefits

A primary objective of the internal controls related to processing
payments for employee benefits is to ensure that officers and
employees are provided with only those amounts to which they are
entitled. Collective bargaining agreements and written policies and
procedures, including an employee manual delineating responsibilities
in preparing and disbursing payroll, provide guidance regarding
employee entitlements. Important components of any internal control
system are proper segregation of duties, ensuring that no one person
controls all phases of a transaction, and management oversight.

Although various District employment contracts and policies contain
guidance about employee benefit provisions, the Board did not
provide sufficient oversight to ensure that administrators received
only the amounts to which they were entitled. Former Superintendent
McCartney was able to override and/or disregard existing internal
controls by extending benefits to certain employees without receiving
Boardauthorization. Inaddition, the District had weak internal controls
over the records maintained for the accrual and use of employees’
leave time. The lack of Board oversight and poor internal controls
over employees’ leave time resulted in errors and/or irregularities in
payments for unused leave occurring and going undetected.

Improperly Authorized A written Board policy for managerial/confidential (MC) employees

Payments (including the Treasurer and Supervisor) provides guidance on benefits
for this class of employee. Before June 13, 2005, the policy allowed
MC employees to carry forward up to five vacation days from a prior
fiscal year into the next one, but it did not allow them to receive
payments for unused vacation days. The policy also did not allow
the Superintendent or any other District official to alter the benefits
provided by the Board to MC employees. Despite this written policy,
the District paid individuals a total of $17,116 to which they were not
entitled. We noted the following:

e The current Assistant Superintendent was paid $8,425 for
unused vacation leave to which she was not entitled. Despite
the Board’s MC policy not authorizing covered employees to
receive payments for unused leave, she cashed in 46.5 days
of unused vacation leave that she earned as Treasurer during
a three-year period ended June 30, 2002. In addition, while
the Board did not authorize tuition reimbursement for MC
employees in any approved employment contract or policy,
the former Treasurer received tuition reimbursements totaling
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Inaccurate Leave Records

$5,575 for classes taken in pursuit of a School Business
Administrator degree and certificate during the three-year
period ending June 30, 2002.

The District made these payments to the current Assistant
Superintendent because the former Superintendent wrote
a series of memos improperly “granting” her employment
benefits beyond what the Board had authorized. The Board
did not approve any of these benefits by resolution or amended

policy.

In the 1998-99 fiscal year, the Supervisor asked the former
Superintendent to allow him to carry 12 unused vacation
days into the following year, resulting in his 1999-00 leave
balances including seven more vacation days than authorized.
Then, in the 1999-00 fiscal year, the Supervisor requested a
cash payment for ten unused vacation days. Contrary to the
Board’s MC policy, the former Superintendent approved
each request. Therefore, the Supervisor was improperly paid
$2,105 for unused vacation leave on June 9, 2000.

Business office employees work only half-days on Fridays
during the summer months when school is not in session.
They do not charge leave accruals for the afternoon hours
away from work, and those working more than a half-
day earn compensatory time for future use. Although this
is a long-standing practice at the District, only the former
Superintendent authorized it in annual memorandums. The
Board did not authorize it in a policy or by resolution.

One of the primary duties of the payroll clerk is to maintain complete
and accurate records of leave time accrued, used and available for
each employee. We found that these records were not reviewed
by anyone. Thus, errors were made and remained undetected and
uncorrected. We noted the following errors in the District’s employee
leave records:

The payroll clerk did not deduct 6.5 days from the current
Assistant Superintendent’s (then Treasurer) vacation leave
balances for the 1998-99 and 1999-00 fiscal years when she
cashed in the aforementioned 46.5 vacation days.

During her tenure as Treasurer, the current Assistant
Superintendent worked a six-hour day and carried forward
five days of vacation leave from one year to the next. As a
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result, her leave balances totaled 30 hours (five days at six
hours each) on June 30, 2002. When she became the Assistant
Superintendent on July 1, 2002, her workday changed to eight
hours. Instead of carrying over the 30 hours of vacation leave,
the District credited her with 40 hours (five days at eight hours
each) on that date, an overstatement of 1.25 days.

» Because the Supervisor’s anniversary date occurs during
the month of November, District officials must pro-rate his
vacation accruals pursuant to the MC policy. However, the
payroll clerk did not credit the Supervisor with the proper
number of vacation day accruals during his second, third,
seventh, and eighth years of employment. As a result, his
vacation leave balances were overstated by five days in
1998-99.

* The Supervisor took three days off in May 1999 and one
day off in October 1999. The payroll clerk did not deduct
these days from his leave balances. As of March 2006, the
Supervisor re-paid these three days by deducting them from
his leave balances.

» Aformer Elementary School Principal appropriately received
payments for a total of ten unused vacation days during the
2001-02, 2002-03 and 2003-04 fiscal years. The payroll
clerk did not reduce his leave balances for these payments,
but her error was corrected when she followed the collective
bargaining agreement and reduced/limited the amount of
leave that the Principal carried over to the following year.

The lack of Board oversight and/or formal action, coupled with
the former Superintendent allowing benefits contrary to written
Board policy contributed to the District making unauthorized and
inappropriate payments to District employees.

Recommendations 1. The Board should review the payments provided to the current
Assistant Superintendent, Supervisor and former Elementary
School Principal to which they were not entitled. The Board
should then take appropriate formal action based on the results of
their review.

2. The Board should either ratify the half-day Fridays benefit
extended to business office employees in the summer or end the
practice.
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3. The Board should ensure all employee benefits are authorized in
writing at public meetings.

4. The Board and District officials should establish a system of
checks and balances over employee leave records (e.g., review of
the payroll clerk’s work) to reduce errors and irregularities.
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Former Administrators’ Expense Claims

In general, the objectives of internal controls over administrative
expenses are to ensure that every claim contains enough supporting
documentation to determine that it complies with District policies.
A thorough claims audit serves a critical control function since the
auditor (or Board) ensures that all claims are authorized, proper and
legal before approving payment. An internal claims auditor should
have a clear understanding of the Board’s expectations and his or
her responsibilities. Written job descriptions, Board policies and/
or regulations provide detailed instructions and expectations for an
internal claims auditor. Poorly designed or improperly operating
control procedures increase the risk that errors and irregularities may
occur and go undetected.

Our review disclosed that the internal controls over administrative
expense claims paid to the former Superintendent and Assistant
Superintendent were not effective. The District’s travel policy in effect
during our audit period was vague and non-specific. It provided for
the reimbursement of “reasonable out-of-pocket expenses incurred
while traveling for school related activities.” However, the Board
did not establish criteria for what it deemed to be “reasonable” or
set specific dollar limits for allowable reimbursements. In addition,
the policy did not subject the Superintendent’s travel to Board
authorization, establish guidelines for documenting the purpose for
travel, or require itinerary information such as the destinations and
times of travel to evaluate the reasonableness of the expenses claimed.
Further, while other District employees were required to submit a
Conference & Workshop Request, Approval and Expense Voucher?
that summarized expenses on multiple claims (i.e., credit cards and
direct claims for reimbursement) incurred for a single purpose, the
former Superintendent did not file the form with his claims. Because
he failed to use the form, his claims were more difficult to audit.
Further, both the internal claims auditor and the accounts payable
clerk told us that they felt that they were not in a position to question
the Superintendent’s claims.

The District revised its expense reimbursement policy on May 9, 2005
and adopted expense reimbursement regulations on June 13, 2005.
The policy and regulations require the Superintendent to receive

1Requires estimated conference expenditures for Board approval before attendance,
as well as a form for detailing the actual expenditures of the conference to be
submitted after attending a conference.
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Lack of Adequate
Documentation

Board approval to attend meetings and conferences, and set limits
on the reimbursement of meal expenditures. However, the revised
policy and regulations still do not set any limits on the cost of lodging
or require employees to document the purpose and relevant itinerary
information on their claims.

We reviewed the expense reimbursement claims and credit card
activities of the former Superintendent and former Assistant
Superintendent during their last two and three years of service,
respectively. We chose not to audit the other seven administrators
because of the relatively small amounts reimbursed to them. The
former Superintendent and former Assistant Superintendent charged
about $25,000 and $4,300 in such expenses, respectively. We question
$11,600 of the $25,000 in claims and charges submitted by the former
Superintendent for a lack of adequate documentation and excessive
and personal expenses. However, we had no significant findings with
the claims submitted by the former Assistant Superintendent.

We reviewed over 180 individual credit card charges and personal
reimbursements submitted by the former Superintendent totaling
nearly $25,000. Since he did not submit the Conference & Workshop
Request, Approval and Expense Voucher to summarize the travel
expenses that he submitted on multiple claims, it was difficult
to determine how much the former Superintendent claimed for
mileage, meals, lodging and other expenses on particular trips. His
expense reimbursement claims frequently failed to document travel
destinations, related departure and arrival times and reasons/purposes
for incurring expenses. In addition, the claims lacked detailed original
receipts providing information such as the number of persons served
meals. Details include:

» The former Superintendent submitted mileage reimbursement
claims totaling nearly $4,600 for over 120 day and overnight
trips that did not include all travel destinations or departure and
arrival times. Without such information, the reasonableness
of the mileage reimbursements cannot be determined. On
one claim for example, the District reimbursed the former
Superintendent for 625 miles traveled to attend a regional
basketball game involving a school team. Using an Internet
mapping website, we determined that the round trip from the
former Superintendent’s home to the game site was only 440
miles. It is unclear why the District paid him for an additional
185 miles.
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» Each of the former Superintendent’s 46 meal reimbursements,
totaling over $4,200, lacked documentation about who
attended and why the meal was a business necessity. He ate
many of the meals at local restaurants, but did not attach
detailed meal receipts to the claims. For example, McCartney
used a District credit card to charge $270 for a dinner at a
local restaurant, without documenting who was served or why
it was a business necessity.

Excessive and Personal The former Superintendent’s employment contract authorizes him

Expenses to incur reasonable expenditures in the discharge of his duties, and
provides for the District to pay or reimburse him for all such expenses.
We found several instances where the former Superintendent used the
District credit card assigned to him for excessive, questionable, and/
or personal expenses. He also submitted claims for reimbursement
of some personal expenses. These included expenses for hotels
(out-of-town and local), entertainment, meals and alcohol, gifts, and
donations.

Excessive Expenses — Although his employment contract provides
for the reimbursement for reasonable expenses, we believe the
following reimbursements exceeded a reasonable amount:

* While attending a conference in Rochester, New York with
three Board members, the former Superintendent charged
$600 for a meal. He did not attach a copy of the meal receipt
to his claim or provide the names of the individuals served.
In addition, he charged another meal costing nearly $170 to
the District on the same date. The cost of these meals totaling
$770 for one day can only be seen as abusive since the Federal
reimbursement rates for meals in Rochester totaled $47 per
person per day or $188 for the four officials attending.

e The former Superintendent used the District credit card and/
or submitted reimbursement claims for ten overnight stays
on seven separate occasions at a casino in Vernon, New York
costing nearly $1,300, including meals. On March 4, 2005, the
Superintendent spent a night at the casino when it appeared
to be in the District’s best interest for him to stay closer to
the event. The Superintendent attended a regional basketball
game then in Philadelphia, New York. The following night
he attended another game in Potsdam, New York, about 55
miles north of Philadelphia. However, instead of staying
overnight somewhere between these two venues, the former
Superintendent drove to the casino in Vernon, which is located
166 miles to the south of Potsdam, and then billed the District
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for the additional mileage. In addition, the cost of two nights
at the casino exceeded the Federal reimbursement rates? by a
total of $224.

e On December 17, 2004, the former Superintendent charged
$145 to the District credit card for an overnight stay at a
hotel located approximately 12 miles from the District and
Superintendent’s home. While the claim indicated that the
purpose of the stay was for a meeting, the claim did not
include a copy of the hotel receipt or information on why it
was necessary to spend the night.

* The former Superintendent charged $1,286 for 28 people to
attend a retirement party. According to District records, only
seven attendees reimbursed the District a total of $360.

Personal Expenses — The former Superintendent charged various
personal expenses to the District totaling approximately $2,600 for
things like hotels (out-of-town and local), entertainment, meals and
alcohol, gifts, and donations. He only reimbursed the District for $611
of the personal expenses charged.

* On December 17, 2004, the same date as his overnight stay in
the Albany area, the Superintendent charged $357 at a local
strip club (which he later reimbursed to the District).

e Although the former Superintendent documented that his
travel to Syracuse, New York on three of seven occasions
was necessary because of meetings held there, the sponsoring
associations purportedly holding the meetings told us that they
had no record of any meetings on these dates. The District
incurred travel costs totaling over $1,100 including mileage
reimbursements and meals for these meetings and conferences
that we could not verify actually occurred.

e The former Superintendent charged $220 for personal
travel expenses that he incurred to attend a meeting with
companies with which the District did not do business. The
Board President, during the 2005-06 school year, told us that
the former Superintendent worked for these companies as a
personal consultant. Since the District conducted no business
with these companies, the former Superintendent should not
have charged these personal expenses to the District.

2 Although the District has not adopted the Federal reimbursement rates for meals
and lodging, as established by the United States General Services Administration,
we believe they are a measure of reasonableness.
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e Without documenting any business purpose, the former
Superintendent charged $126 at a golf course to the District.

» The former Superintendent made personal donations totaling
$800 to various charities. He reimbursed the District only
$150 for them.

The lack of an effective system of internal controls over administrative
expenses caused the District to incur inappropriate and unnecessary
expenses.

Recommendations 5.

10.

The Board should pursue collection of the personal expenses that
the former Superintendent has not already reimbursed.

The Board should provide the claims auditor with detailed
guidance about its expectations for the function. Included in this
guidance should be information about how to conduct an audit of
claims and what to do when questions arise about questionable or
undocumented expenses.

The claims auditor should ensure that that all officials submit the
Conference & Workshop Request, Approval and Expense Voucher
form for conference-related travel and credit card expenses.

The Board should establish reasonable maximum rates that it will
reimburse employees for lodging.

The Board should require all employees to provide detailed travel
itinerary information (i.e., destinations and times) to support
claimed mileage and other expenses.

The claims auditor should ensure that all travel-related expenses
submitted by officials are supported with adequate documentation
and for District purposes. Any questions concerning the
appropriateness of charges should be directed to the Board.
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Improper Gift

Recommendations

General Municipal Law Section 805-a specifically prohibits District
officials from receiving gifts having a value of $75 or more whether in
the form of money, service, loan, travel, entertainment, etc. However,
we found that the Transportation Supervisor took an all-expense paid
trip to Tulsa, Oklahoma as a guest of a vendor, in direct violation of
the law and good business practices.

The current Superintendent provided us with documentation that
showed the Supervisor toured the school bus manufacturing facility
in Tulsa with transportation officials from other school districts. A
regional sales vendor, and distributor of the manufacturer’s busses,
sponsored and paid for all travel, lodging and meal expenses. The
documentation did not however provide the total cost of the trip given
to the Supervisor. Although the provided documentation did not
include information about cost, the trip to Tulsa, Oklahoma clearly
cost more than $75 and represented an improper gift to the Supervisor
in the form of travel, lodging and meals.

In November 2003, the District purchased three busses costing more
than $208,000 from the bus manufacturer using an OGS State contract
bid. The subsequent purchase of busses from the manufacturer after
the acceptance of the expense paid trip raises a question of impropriety.
If District officials felt it was important to tour the manufacturing
facility, they should have paid for the trip from District funds to avoid
any potential conflict of interest.

11. The Board should ensure that District officials and employees do
not accept gifts that are prohibited by law.

12. District officials should not accept gifts from vendors from which
they currently or will potentially conduct business to avoid the
perception of impropriety.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District officials’ response to this audit can be found on the following pages.
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Office of the State Comptroller
September 12, 2006

Response of Diserict to Recommendations
of the Office of the State Comptroller’s Report
Dated August 23, 2006

Revommendations:

1. The Board should review the payments provided to the current Assistant Superintendent andd
Supervisor, to which they were not entitled. The Board should fake appropriate formal action

following their review.

The Board has reviewed all payments provided to the Agsistant Superintendent and
Superviser and will take formal action, as apprepriate, as deseribed in the sections that

follow.

Al (i) Taition - The Board has reviewed all District records from that fime
neriod including memos o the Board, letters to the Board wnd zlse has confirmed
through diseussions with prior Board members and members of the public, that it

was the Beard’s intentien to direct the Treasurer to obtain the necessary graduate

level courses @ become 2 Scheol Business Official and to pay for those courses on
the same basis it pzid other schoel administrators whe took graduate fevel
coursework. The Board did not preperly document these intentions through formal
Board resshitions, but it clearly considered and determined to take that course of
action. The Beard will not seek reimbursement for such pavments {rom the

Assistant Superintendent.

(it} Uinused Vacation Leave

a. En 1998, the Treasurer, with 24 years of District service, reguested Beard
approval from the former Superintendent for payment of up to ten (10) vacation

days each year. The former Superintendent advised the Treasurer that the Board
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Office of the State Comptroller
September 12, 2006

approved such leave. There is no formal Board action or approval in minutes or
resolutions, but the former Superintendent annually approved, in wriling, requests
f casheout between 3.5 to 5 vacation days each year. from 1998-20401. The
‘Treasurer relied en the former Superintendent’s authority and the then Board
President’s informal approval.  There Is no doubt that the Freasurer properiy
earnod the ime aﬁé'imd ¢ avaiizble to use, but the Treasurer was gnable to take the
time because of the responsibiliies of the position. The Board will not seek

reimbuorsement for such fime.

bh. The Tressurer position is classified as managerial/ confidentinl. The
Sehool  Business  Official  position s an  administrative position.
Mapagerial/eonfidential employees earn anet accumuiate vacation thme at the end of
the school year to be used in the fellowing school vear, Administrators are credited
with all leave crediis af the beginning of the school year, fo use throughout the

school vear.

When the Treasurer was promoted to the pasitien of a School Business
Official on July 1, 2802, the Beard agreed fo cash-out the thne carped as 3

manageriseonfidential employee at the fower hourly rate of Treasurer awd fo

credit the School Business Official with the leave as an administrator on July &

This was not Cocumenied in 2002 becavse the Boeard was negotiating an
emplovment contract with the School Businesy Offeial. This agreement was not.

executed unti Januwary 14, 2604,

At that time, the agreement was effective vetraactively and contained the
following lzrguage in Secrion 12{a)(il) to ensure that there would be no guestion
about this payment: “The. crediting of vacation time at the beginning of the

Business Official’s appointment n ne way may diminish rights to compensation er
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use of uny unused vacation time accrued as a previous employee of the Bristrien”
This action saved the District money by cashing-out vacation days at the previous

lower szlary. The Board will not seek to recoup the payments made for this time.

¢. During the period when the School Business Official did not have an
emplovment agreement she continued to cash-cut up o ten {10y vacation days
annually. When the Board retroactively agreed to an empmfai‘nen{agreemem, only
2 five (5} day cash-out was allowed in the vear the Treasurer did mot have a
contract, To ensure the proper retroactive contract implementation, the employee
voluntarily has mew relinguished the equivalent carrenmt value of five (5) days

carned from acerpals,

B The Supervisor was unable to take accrved vacation eredits during the 1368~
9% school vear, With permission of the former Superintendent, the Superviser was

allowed to “carry over twelve (12} vaeation days” from onc sehool year to the next.
At the close of the 1999-2000 school year he was unable to use ten (10) days and
requested the ability @ cash-out these days. The former Superintendent approved
this request in writing, but there was no official Board action approving this cash-
otit of vacation davs. The Board will not seck repayment of these funds because the

Supervissr had reason to believe the Superintendent had the authority to make such

change and granted the reguest in writing.

3 The Board should cither ratify the half-day Fridays benefit extended to Business Office

emplovees in the summer, or end the practice.
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The Board will review the long-standing practice of the Business Office employees
working hali-days on Friday in the summer and determine whether to continue this

nractice.

The Board should inform Disrict adnunistrators that only it may authorize employee benefits.

The Superintendent will provide aii administrators and supervisors with a required
professional development workshop on the Beard approved policies and procedures
concerning employee benefits. This workshop wiil ensure that all administrators and
sepervisors uniformly and consistently implement only Board authorized employee

henefits,

The Board and Dismict Officials should establish a system of checks and balances over

employee leave records (2.g. review of “the payroll clerk’s work) tor reduce errors and

trregularities,

& system of payroll certification and check and balances of leave benefits has been
implemented. The Internal Audifor will verify a random sample of this process for

gecuracy at least aapually.

The Board should ensure that all employes benefils are authorized in writing at public Bouard

meetings.

The Board has reviewed and formally adopted 2 policy containing benefits for
mapagerial/confidential employees. The Board will ensure that ail employce benefits are

reflecéed in written Board resolutions, minutes, policies or contracts.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS

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

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

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

Within payments for employee benefits, we focused our attention on the buyout of vacation accruals
and other benefits for eight current and two former District employees. Our sample included the
Assistant Superintendent for Business; five District Principals (including a principal who retired
during our audit period); a retired Music Department Chairperson; the Supervisor; the Treasurer and
the Payroll Clerk. We expanded our audit period due to the findings in our report dated January 24,
2006, which investigated the buyout of vacation accruals for the former Superintendent and Assistant
Superintendent. Because of inappropriate and improperly authorized payments made to these former
officials, our audit period for the sample of ten employees was July 1, 2002 to February 3, 2006. In
instances where we noted questionable payments, our testing included additional years as necessary.
We interviewed officials, observed the payroll process and examined the following financial records to
determine the effectiveness of internal controls pertaining to these functions and any associated effects
of deficiencies in those controls:

» Payroll Earnings Registers

» Employee Attendance Records
» Employee Personnel Files

* Board Minute Approvals

e Employment Contracts

» Bargaining Agreements

» District Policies
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Within the processing of administrative expense claims function, we focused our attention on
expenses paid for two former administrators through either reimbursement or direct expenditures
on the District’s credit card. We reviewed all relevant claims paid to the former Superintendent,
Alan McCartney and former Assistant Superintendent, Anthony Marturano. Due to concerns raised
in our report dated January 24, 2006, we limited our review of administrative reimbursement to these
officials. We reviewed all personal reimbursement and credit card usage for the last two years of
service for McCartney totaling $25,000 and for the last three years of service for Marturano totaling
nearly $4,300. We examined the following financial records in an effort to determine if payments
were made for appropriate business purposes, were properly authorized and adequately supported with
sufficiently detailed documentation and the possible effect if they were not:

* Vendor History Reports

* Claims Paid to Alan McCartney from July 1, 2003 to July 15, 2005

* Claims Paid to Anthony Marturano from July 1, 1999 to August 2, 2002

» Claims Paid for the District’s Credit Card from July 1, 1999 to July 15, 2005
» Conference Request Forms

» Employee Reimbursement Forms

Subsequentto District officials providing us with evidence that the Supervisor toured abus manufacturing
facility paid for by the regional sales and distribution vendor, we reviewed the documentation supporting
the purchase of busses from the company later during that year. We compared the purchase claims to
the NY'S Office of General Services contract terms available at the time of purchase. We also asked
District officials about the purpose, conditions and circumstances of the trip and their impact on the
bus purchases.

We conducted our audit in accordance with generally accepted government auditing standards
(GAGAS). Such standards require that we plan and conduct our audit to adequately assess those district
operations within our audit scope. Further, those standards require that we understand the district’s
management controls and those laws, rules and regulations that are relevant to the district’s operations
included in our scope. An audit includes examining, on a test basis, evidence supporting transactions
recorded in accounting and operating records and applying such other auditing procedures, as we
consider necessary in the circumstances. We believe that our audit provides a reasonable basis for the
findings, 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:

Office of the State Comptroller
Public Information Office

110 State Street, 15th Floor

Albany, New York 12236

(518) 474-4015
http://www.osc.state.ny.us/localgov/
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OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT SERVICES

AND ECONOMIC DEVELOPMENT

Mark P. Pattison, Deputy Comptroller
Steven J. Hancox, Assistant Comptroller
John Clarkson, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Office of the State Comptroller

295 Main Street, Room 1050
Buffalo, New York 14203-2510
(716) 847-3647 Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office of the State Comptroller

The Powers Building

16 West Main Street — Suite 522
Rochester, New York 14614-1608
(585) 454-2460 Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates
counties

SYRACUSE REGIONAL OFFICE
Eugene A. Camp, Chief Examiner
Office of the State Comptroller

State Office Building, Room 409

333 E. Washington Street

Syracuse, New York 13202-1428
(315) 428-4192 Fax (315) 426-2119
Email: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence counties

BINGHAMTON REGIONAL OFFICE
Patrick Carbone, Chief Examiner

Office of the State Comptroller

State Office Building, Room 1702

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins
counties

GLENS FALLS REGIONAL OFFICE
Karl Smoczynski, Chief Examiner
Office of the State Comptroller

One Broad Street Plaza

Glens Falls, New York 12801-4396
(518) 793-0057 Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Clinton, Essex, Franklin, Fulton, Hamilton,
Montgomery, Rensselaer, Saratoga, Warren, Washington
counties

ALBANY REGIONAL OFFICE
Christopher J. Ellis, Chief Examiner
Office of the State Comptroller

22 Computer Drive West

Albany, New York 12205-1695
(518) 438-0093 Fax (518) 438-0367
Email: Muni-Albany@osc.state.ny.us

Serving: Albany, Columbia, Dutchess, Greene, Orange,
Putnam, Rockland, Schenectady, Ulster, Westchester
counties

HAUPPAUGE REGIONAL OFFICE
Richard J. Rennard, Chief Examiner
Office of the State Comptroller

NYS Office Building, Room 3A10
Veterans Memorial Highway

Hauppauge, New York 11788-5533
(631) 952-6534 Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties
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