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State of New York
Offi ce of the State Comptroller

Division of Local Government 
and School Accountability

February 2008

Dear School District Offi cials:

A top priority of the Offi ce of the State Comptroller is to help school district offi cials manage their 
districts effi ciently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fi scal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fi scal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
district operations and Board of Education governance. Audits also can identify strategies to reduce 
district costs and to strengthen controls intended to safeguard district assets.

Following is a report of our audit of the Hamburg Central School District, entitled Financial Condition. 
This audit was conducted pursuant to Article V, Section 1 of the State Constitution, and to the State 
Comptroller’s authority as set forth in Article 3 of the General Municipal Law.  

This audit’s results and recommendations are resources for district offi cials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional offi ce for your county, as listed at the end of 
this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government 
and School Accountability
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Hamburg 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 fi nancial and educational affairs. The Superintendent of Schools (Superintendent) is 
the chief executive offi cer of the District and is responsible, along with other administrative staff, for 
the day-to-day management of the District under the direction of the Board.

Scope and Objective

The objective of this audit was to examine the District’s fi nancial condition for the period July 1, 2006 
to November 30, 2007. Our audit addressed the following related questions:

• Does the Board adequately monitor the District’s fi nancial condition and take the necessary 
action to address identifi ed fi nancial condition problems?

• Have the Board’s actions demonstrated that the fi nancial condition problems will be 
alleviated?

Audit Results

We found that the former Superintendent and the current Business Administrator failed to provide the 
Board with adequate and timely fi nancial data. As a result, the Board apparently was not aware of the 
severity of the District’s fi nancial condition problems. Audited fi nancial statements were presented 
to the Board on September 19, 2006 indicating that the District had a general fund unreserved, 
unappropriated fund balance defi cit of more than $200,000 on June 30, 2006. The Board President 
stated that during the preparation of the 2006-07 budget he was aware that the general fund balance 
was being projected to be in a defi cit position at June 30, 2006.  Nevertheless, the 2006-07 budget 
relied on the use of $875,000 in fund balance that would not be available. There was no indication in 
the minutes that the Board President informed the other Board members that there was a defi cit.  As 
a result, the Board passed a budget that was fi scally irresponsible. Furthermore, the Board did not 
take action to address the funding gap in the budget after being made aware of the defi cit when the 
audited fi nancial statements were presented. Moreover, during the course of the year the Board was 
not notifi ed of the District’s worsening fi nancial condition. The District ended the 2006-07 fi scal year 
with a general fund unreserved, unappropriated fund balance defi cit of approximately $2 million. 
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District offi cials were not properly recording the budget in the accounting system, since only 
appropriations were posted. Estimated revenues were not recorded and therefore were not compared 
against actual revenue in the accounting system, as the fi scal year progressed. For the 2006-07 fi scal 
year, District revenues were more than $1.2 million overestimated, substantially contributing to 
the fund balance defi cit at June 30, 2007. This overestimation included approximately $450,000 in 
Use of Money and Property, $215,000 in State Aid, $160,000 in Sales Tax, and $450,000 in other 
miscellaneous revenues. If budgeted revenues had been properly posted, District offi cials would have 
been in a better position to routinely monitor revenue and bring these matters to the attention of the 
Board so that appropriate action could be initiated to address these shortfalls in a timely manner.

As of November 30, 2007, the Board did not have a written plan to alleviate the District’s poor fi nancial 
condition. District offi cials indicated that they intend to address the defi cit by raising taxes and reducing 
staff through attrition. The District’s estimates for 2007-08 revenues and expenditures project that the 
District’s general fund unreserved, unappropriated fund balance defi cit will be decreased by June 30, 
2008 by approximately $800,000, to $1.2 million. Based on the results of our audit we found that the 
District’s signifi cant revenue and expenditure projections for 2007-08 were reasonable.

Comments of District Offi cials

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

Introduction

Objective

Scope and
Methodology

The Hamburg Central School District (District) is located in the 
Towns of Hamburg, Boston, Eden and Orchard Park in Erie County. 
The 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 fi nancial and 
educational affairs. The Superintendent of Schools (Superintendent) 
is the chief executive offi cer of the District and is responsible, along 
with other administrative staff, for the day-to-day management of the 
District under the direction of the Board.

There are six schools in operation within the District, with 
approximately 4,150 students and 725 employees. The District’s 
budgeted expenditures for the 2007-08 fi scal year are $49.9 million, 
which are funded primarily with State aid, sales tax, and real property 
taxes.

In addition to this audit report, we will subsequently issue another 
audit report addressing internal controls over claims processing and 
related purchasing activities, and the safeguarding of private purpose 
trust funds.

The objective of this audit was to examine the District’s fi nancial 
condition. Our audit addressed the following related questions:

• Does the Board adequately monitor the District’s fi nancial 
condition and take the necessary action to address identifi ed 
fi nancial condition problems?

• Have the Board’s actions demonstrated that the fi nancial 
condition problems will be alleviated?

We examined the fi nancial condition of the Hamburg Central School 
District for the period July 1, 2006 to November 30, 2007. 

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

The results of our audit and recommendations have been discussed 
with District offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 

Comments of District 
Offi cials and Corrective 
Action
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generally agreed with our recommendations and indicated that they 
are taking corrective action.

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



99DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY    

Financial Condition

A school district’s fi nancial condition is a factor in evaluating its ability 
to provide public educational services to its students. The Board and 
District offi cials are responsible for effective fi nancial planning and 
management activities, which include maintaining and reporting 
timely and accurate fi nancial information, preparing and adopting 
reasonable budgets, and monitoring actual revenues and expenditures 
against the approved budget. The Board and District management must 
also ensure that policies, procedures, and competent personnel are in 
place to ensure that fi nancial information is recorded correctly and 
timely. The Treasurer also plays a role in the fi nancial management of 
the District by reporting fi nancial information to the Board.

We found that the former Superintendent and the current Business 
Administrator failed to provide the Board with adequate and timely 
fi nancial data. As a result, the Board apparently was not aware of 
the severity of the District’s fi nancial condition problems. Audited 
fi nancial statements were presented to the Board on September 19, 
2006 indicating that the District had a general fund unreserved, 
unappropriated fund balance defi cit of more than $200,000 on June 
30, 2006. The Board President stated that during the preparation of the 
2006-07 budget he was aware that the general fund balance was being 
projected to be in a defi cit position at June 30, 2006.  Nevertheless, 
the 2006-07 budget relied on the use of $875,000 in fund balance 
that would not be available.  There was no indication in the minutes 
that the Board President informed the other Board members that 
there was a defi cit.  As a result, the Board passed a budget that was 
fi scally irresponsible. Furthermore, the Board did not take action 
to address the funding gap in the budget after being made aware of 
the defi cit when the audited fi nancial statements were presented. 
Moreover, during the course of the year the Board was not notifi ed of 
the District’s worsening fi nancial condition. Although the Business 
Administrator stated that he was aware in April 2007 that there would 
be a defi cit of at least $1 million at fi scal year end, he stated that this 
projected defi cit was not reported to the Board because there was no 
process for him to report such information directly to the Board. The 
District ended the 2006-07 fi scal year with a general fund unreserved, 
unappropriated fund balance defi cit of approximately $2 million.

The District’s deteriorated fi nancial condition resulted from District 
offi cials’ poor budgeting practices, their failure to establish policies 
and procedures to ensure that the Board receives accurate and 
adequate fi nancial information and the lack of timely action to address 
developing fi nancial condition problems.



10                OFFICE OF THE NEW YORK STATE COMPTROLLER10

In the 2001-02 and 2002-03 fi scal year budgets the Board appropriated 
$3.9 million and $3.8 million in fund balance, respectively, as a 
fi nancing source, which reduced the District’s tax levy. However, 
actual revenues and expenditures for these two years were more 
favorable than the budgetary estimates and therefore only about 
$90,000 of fund balance was actually used as a fi nancing source. 
The Board continued this budgetary practice of appropriating fund 
balance in fi scal years 2003-04 through 2006-07. However, in these 
more recent fi scal years, the District used signifi cantly more fund 
balance to fi nance operations, as expenditures substantially exceeded 
revenues. These operating defi cits resulted in the District’s general 
fund balance dwindling from over $5 million at July 1, 2003 to a 
defi cit1 of approximately $2 million at June 30, 2007, a reduction of 
more than $7 million.

Use of Fund Balance

Operating Defi cits and Declining Fund Balance from Fiscal Year 2001-02 to 2006-07
2001-02 2002-03 2003-04 2004-05 2005-06 2006-07

Revenues and 
Transfers In $40,982,076 $41,408,763 $42,177,857 $42,523,650 $44,142,406 $46,164,465

Expenditures and 
Transfers Out 41,012,095 41,472,450 43,984,473 45,162,358 45,053,571 47,957,856

Operating 
Surplus (Defi cit) (30,019) (63,687) (1,806,616) (2,638,708) (911,165) (1,793,391)

Total Fund 
Balance $5,359,880 $5,296,195 $3,489,580 $850,878 ($60,287) ($1,853,678)

District offi cials stated that the Board wanted to limit real property 
tax increases. However, consistently using fund balance is not a long-
term solution to balancing a budget. The Board and District offi cials 
needed to identify other budget balancing strategies to fund the level 
of services they chose to provide. 

At the beginning of each fi scal year a journal entry should be posted to 
the accounting system for the estimated revenues and appropriations 
included in the adopted budget. These amounts act as controls, against 
which actual revenues and expenditures should be compared on a 
routine basis, to provide vital information regarding the District’s 
operations. A budget entry has been posted to the District’s fi nancial 
software annually; however, it only refl ected appropriations, estimated 
revenues had not been recorded.

Formal budgetary accounting is a management control technique 
used to monitor revenues and expenditures. Budgetary accounting 
techniques are important because the annual budget is a legal 
compliance standard against which the operations of government are 
evaluated. The failure to enter estimated revenues into the fi nancial 
software signifi cantly affects the District’s ability to compare revenue 
____________________
1 Includes reserved fund balance

Budgetary Accounting
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realized against the amount anticipated in the budget to fund operations. 
Without entering budgetary information into the accounting records, 
District offi cials could not readily monitor the District’s fi nances.

In fi scal year 2006-07, the District’s revenues were approximately $1.2 
million less than anticipated, contributing to the fund balance defi cit. 
This overestimation of revenues included approximately $450,000 
in Use of Money and Property, $215,000 in State Aid, $160,000 in 
Sales Tax and $450,000 in other miscellaneous revenues. If budgeted 
revenues had been properly posted, District offi cials would have 
been in a better position to routinely monitor revenue and bring these 
matters to the attention of the Board so that appropriate action could 
be initiated to address these shortfalls.

District offi cials stated that beginning in fi scal year 2007-08 they 
would record estimated revenues in the accounting system. We noted 
that, at the November 6, 2007 Board meeting, the revenue reports 
given to the Board did include estimated revenues.

Multi-year fi nancial planning is a critical tool for school districts 
and particularly important for districts that are fi nancially stressed. 
Planning on a multi-year basis helps identify structural imbalances 
between revenues and expenditures and allows school district offi cials 
to set long-term priorities and goals. Projecting operations for several 
years into the future provides a basis for assessing the impact and 
merits of alternative approaches to addressing fi nancial problems. 
It also helps in projecting fi nancial activity to avoid sudden and 
severe cost-cutting measures. Any long-term fi nancial plan should be 
monitored and updated on an ongoing basis to ensure that decisions 
are guided by the most accurate information available.

Although the District’s fund balance has been dwindling over the 
past six fi scal years, as of November 30, 2007, the District had not 
developed a long-term fi nancial plan. As of November 30, 2007, the 
Board and District offi cials did not have a written plan to alleviate the 
District’s poor fi nancial condition. Offi cials indicated that they intend 
to address the defi cit by raising taxes and reducing staff through 
attrition.

Our audit disclosed that the Board was not provided with timely and 
adequate fi nancial information and that District offi cials did not comply 
with the District’s adopted policies and procedures for amending the 
annual budget. As a result, the Board could not effectively monitor 
District fi nances and budget transfers, which were only made at year-
end.

Good management practices dictate that the Superintendent and the 
Business Administrator periodically update the Board on the fi nancial 

Multi-Year Financial
Planning

Monitoring Financial 
Condition
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operations of the District. District administrators have a responsibility 
to proactively communicate to the Board when events occur that will 
impact the District. According to the Business Administrator, he 
was aware in April of 2007 that there would be a defi cit of at least 
$1 million at fi scal year end (June 30, 2007). Despite knowing this 
crucial information, he did not inform the Board, because there was 
no process in place for him to report such information directly to 
the Board. He indicated that this was the responsibility of the former 
Superintendent, whom the Business Administrator had informed 
of the impending defi cit. In our review of Board meeting minutes 
we found no indication that the former Superintendent had alerted 
Board members about the defi cit or that Board members had asked 
for information about the District’s fi nances.

Timely Financial Reports — The Board needs adequate and current 
information to effectively oversee the District’s fi nancial operations. 
Without such information, the Board cannot make informed decisions 
about the annual budget or other fi scal matters. The Commissioner 
of Education’s regulations for school districts require that school 
district treasurers provide the Board with monthly cash balance and 
reconciliation reports. The treasurer must also present the Board with 
budget status reports at least quarterly; monthly if budget transfers 
were made. The purpose of these reports is to help ensure that the 
Board receives the timely information it needs to monitor spending 
and revenues against the annual budget and to stay apprised of the 
District’s cash position and fi nancial condition throughout the fi scal 
year.

We reviewed the District’s internal fi nancial reporting activity for 
the period July 1, 2006 through September 2, 2007 and found that 
the Board frequently did not receive cash balance and reconciliation 
reports on a timely basis and was never provided with budget status 
reports during the period reviewed.  For example, our review of the 
minutes of Board meetings indicated the following:

• Treasurer’s reports for October 2006 and November 2006 
were not presented to the Board until March 6, 2007.

• Treasurer’s report for February 2007 was not presented to the 
Board until May 1, 2007.

Beginning at the November 6, 2007 School Board meeting, the Board 
began receiving budget status reports, including revenues, as well as a 
presentation by the Business Administrator on the District’s fi nancial 
condition with projected revenues and expenditures for the remainder 
of the fi scal year.
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Interim fi nancial reports and budget status reports are important tools 
that the Board can use to monitor District fi nances. The lack of such 
reports prevented the Board from having the information needed to 
accurately assess the District’s fi nancial condition and to take pre-
emptive steps that might have addressed the fi nancial diffi culties now 
being experienced.

Budget Transfers — According to the Board minutes, the 
Superintendent is allowed to approve budgetary transfers within the 
limits prescribed by the Commissioner of Education’s regulations. 
However, the regulations do not set a limit for budgetary transfers, 
but rather require that the Board establish these limits. The Board 
adopted policy designates the Director of Administrative Services 
(i.e., Business Administrator) as having the responsibility to transfer 
funds necessary to maintain a positive balance in all budget accounts 
and that transfers be reported to the Board every three months 
beginning with the last meeting in September. This current policy 
for budget transfers is not adequate; a District offi cial responsible 
for the District’s fi nancial activities should not be approving budget 
transfers, the responsibility for approving budget transfers should rest 
with the Board or the Superintendent. 

Numerous budgetary accounts were adjusted at fi scal year end. This 
action, which was approved by the Board, adjusted appropriations by 
increasing those that were overspent and decreasing those that were 
under-spent. Given that these adjustments did not occur until the end of 
the fi scal year is an indication that the Board did not actively monitor 
and control its budget. The purpose of monitoring and adjusting the 
budget is to control District fi nances; making these transfers after the 
fact, at year-end, is pointless. Beginning in the 2007-08 fi scal year, 
budget transfers were prepared more timely with the fi rst presented to 
the Board for approval on November 6, 2007.

Policies and procedures for amending the budget ensure that the Board, 
collectively responsible for the District’s fi scal management, remains 
an integral part of that process. When there is an inadequate policy or 
procedure, there is an increased risk that the Board’s authority may 
be circumvented and that inappropriate and/or unapproved budgetary 
transfers may be made.

Budget transfer reports are the mechanism that the Board uses to 
review, approve and confi rm the approval of budgetary amendments. 
These reports also help the Board in monitoring the District’s budget 
and its spending. However, when these reports are not done regularly, 
the Board is effectively removed from the approval function for 
substantial changes in the District’s adopted annual spending plan.
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As of October 31, 2007, District offi cials prepared a projection of 
revenues and expenditures for the 2007-08 fi scal year. The Board was 
provided with these projections at its November 6, 2007 meeting.  
According to these projections, the District’s 2007-08 revenues 
will be $49.1 million and expenditures will total $48.5 million. The 
projected 2007-08 fi scal year end unreserved, unappropriated fund 
defi cit will be $1.4 million, a decrease of approximately $600,000 
from June 30, 2007.

Based on the results of our audit, with the exception of the condition 
noted below, we found that the District’s signifi cant revenue and 
expenditure projections were reasonable.

Since the District’s analysis was initially performed, one signifi cant 
event occurred.  District offi cials stated that in mid-November 2007, 
the District received the health insurance rates for 2008 from its 
providers. The rates were much higher than anticipated and as a result 
anticipated expenditures would be substantially greater for health 
insurance, if it remained with these providers. In late November 
2007, all of the District’s employee unions voted to enroll in the local 
BOCES2  Health Trust. According to District offi cials, this change in 
carriers will allow the District to reduce health insurance expenditures 
to $3.4 million for 2007-08, a decrease of $200,000 from the October 
31, 2007 projection.

This changes total projected expenditures for 2007-08 to $48.3 million 
and decreases the projected unreserved, unappropriated fund balance 
defi cit to $1.2 million, a decrease of approximately $800,000 from 
June 30, 2007.

1. District offi cials should develop a written plan to address the 
District’s remaining general fund defi cit.

2. The Board should develop and adopt balanced budgets that are 
realistic.

3. In order to properly monitor the District’s fi scal affairs, the Board 
should require that timely and complete fi nancial and budgetary 
information be presented for its review throughout the year.

4. The Board should revise its policy for amending the budget. 
If the Board chooses to delegate certain responsibilities to the 

2007-08 Fiscal Year
Projections

Recommendations

____________________
2 Board Of Cooperative Educational Services
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Superintendent, the policy should establish dollar thresholds 
and identify monitoring and reporting procedures to ensure the 
transfers are made in a timely manner and reported to the Board.  

5. The Board should develop and implement a multi-year fi nancial 
plan. Multi-year fi nancial plans should be updated annually and 
reviewed/evaluated by the Board. The Board should modify 
the plans and projections as necessary and use them to measure 
the District’s progress toward achieving and sustaining fi scal 
stability.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

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

AUDIT METHODOLOGY AND STANDARDS 

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

During the initial assessment, we interviewed appropriate District offi cials, performed limited tests 
of transactions and reviewed pertinent documents, such as District policies and procedures manuals, 
Board minutes, and fi nancial records and reports. In addition, we obtained information directly from 
the computerized fi nancial databases and then analyzed it electronically using computer-assisted 
techniques. This approach provided us with additional information about the District’s fi nancial 
transactions as recorded in its databases. Further, we reviewed the District’s internal controls and 
procedures over the computerized fi nancial databases to help ensure that the information produced by 
such 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 fi nancial condition, claims processing and related purchasing 
activities, and private purpose trust funds for further audit testing. In addition to this audit report, we 
will subsequently issue a related audit report addressing internal controls over claims processing and 
related purchasing activities and the safeguarding of private purpose trust funds.

With regard to the District’s fi nancial condition, we analyzed fi nancial data from the annual fi nancial 
reports (ST-3) for the 2001-02 through 2006-07 fi scal years to determine trends in the District’s 
fi nancial activity. We compared historical budget-to-actual fi nancial data of major revenues and 
expenditures and reviewed the District’s anticipated revenues and expenditures for the 2007-08 
fi scal year to determine if they were reasonable. We also reviewed fi nancial information provided 
to the Board and interviewed Board members and appropriate School offi cials and employees. We 
reviewed minutes of the proceedings of the Board, relevant policies and procedures, and fi nancial and 
budgetary information pertinent to our audit objective. Additional testing of claims processing and 
related purchasing activities, as well as testing of private purpose trust funds will be described in the 
subsequent report addressing those objectives.

We conducted our performance audit in accordance with generally accepted government auditing 
standards (GAGAS). Those standards require that we plan and perform the audit to obtain suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objectives.  We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objectives.
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APPENDIX C

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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

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

Serving: Albany, Columbia, Dutchess, Greene, 
Schenectady, Ulster counties

HAUPPAUGE REGIONAL OFFICE
Offi ce of the State Comptroller
NYS Offi ce 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

NEWBURGH REGIONAL OFFICE
Christopher Ellis, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, NY  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Orange, Putnam, Rockland, Westchester
counties

APPENDIX D
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT 
AND SCHOOL ACCOUNTABILITY

Steven J. Hancox, Deputy Comptroller
John C. Traylor, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING


