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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

August 2012

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 Pocantico Hills Central School District, entitled Management 
of Capital Project. This audit was conducted pursuant to Article V, Section 1 of the State Constitution 
and 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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Background

Introduction

Objective

Scope and
Methodology

The Pocantico Hills Central School District (District) is located in 
the Village of Sleepy Hollow, in Westchester County. The District 
is governed by a Board of Education (Board) which comprises 
fi ve 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.

The District operates one school with approximately 300 students. 
The District’s general fund budgeted expenditures for the 2011-12 
fi scal year were $26 million, which were funded primarily with real 
property taxes, State aid, and grants.

In November 2009, pursuant to a competitive bidding process, the 
Board awarded various contracts related to a capital project for the 
renovation of a school building. In June 2010, the District issued 
bonds to fi nance this project with an authorized limit of $18 million.  
As of June 22, 2011, the District had expended approximately $14 
million on the project.

The objective of our audit was to examine management of the 
District’s capital projects. Our audit addressed the following related 
question:

• Did District offi cials properly use change orders on the 
renovation capital project? 

We examined transactions relating to the District’s renovation capital 
project for the period July 1, 2009 to June 30, 2011.

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 is 
included in Appendix C of this report.

The results of our audit and recommendations have been discussed 
with District offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 
generally disagreed with our fi ndings and recommendations but 
indicated they will take corrective action. Appendix B contains our 
comments on issues raised in the District’s response.

Comments of District 
Offi cials and Corrective 
Action
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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, a written corrective action plan (CAP) 
that addresses the fi ndings and recommendations in this report 
must be prepared and provided to our offi ce within 90 days, with 
a copy forwarded to the Commissioner of Education. To the extent 
practicable, implementation of the CAP must begin by the end of 
the next fi scal year. For more information on preparing and fi ling 
your CAP, please refer to our brochure, Responding to an OSC Audit 
Report, which you received with the draft audit report. The Board 
should make the CAP available for public review in the District 
Clerk’s offi ce.
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Change Orders

Capital projects are complex undertakings that require good planning 
to ensure they are completed within the original cost and scope. A 
change order is a formal modifi cation of a construction contract, 
agreed upon by both the District and contractor, to authorize a change 
in the work, an adjustment in the project cost, or a change in the 
contract time. Where the change relates to details or relatively minor 
particulars and is incidental to the original contract, a change order 
may be issued without competitive bidding. However, no important 
general change may be made, without competitive bidding, which 
so varies from the original plan or so alters the essential identity or 
main purpose of the contract as to constitute a new undertaking. 
Competitive bidding gives all prospective bidders an equal 
opportunity in furnishing supplies, equipment, and services to the 
District, and helps prevent favoritism and fraud. General Municipal 
Law (GML) requires competitive bidding on all purchase contracts 
involving an expenditure of more than $20,000 for twelve months 
for materials, supplies and equipment and expenditures of more than 
$35,000 for public work contracts.1 In the case of an accident or 
other unforeseen event that affects public property or the life, health, 
safety or property of the inhabitants of the school district, and which 
requires immediate action that cannot await competitive bidding, 
District offi cials  may declare an emergency which allows them to 
waive the provisions of competitive bidding; however, they are still 
required to comply with the District’s own procurement policies and 
procedures, which, as a rule, should require seeking some form of 
competition for the work (such as price quotes).2.

A change order policy is essential to provide guidance in analyzing, 
processing, and authorizing change orders. Because change order 
work is often negotiated with existing contractors to minimize 
delays, and therefore can be more costly than work awarded through 
competition, it is important that District offi cials plan capital projects 
in such a way as to minimize the need for change orders. While some 
amount of change orders can be expected, certain conditions can lead 
to a higher number of change orders which usually result in additional 
project costs.  When the following conditions exist, a higher number 
of change orders may follow:

1  General Municipal Law §103. Prior to June 22, 2010, the bidding threshold for 
purchase contracts was $10,000. Prior to November 2, 2009, the bidding threshold 
for public work contracts was $20,000. 
2  General Municipal Law §§103(4), 104-b
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• Defi ciencies in designing the scope of the project or surveying 
the work site

• Errors in the design consultant’s cost estimates or project 
design

• Differences between drawings representing the “as built” 
conditions (such as blueprints) and actual work site conditions

• Signifi cant variance between bid specifi cations and project 
plans

• Vague contract terms subject to interpretation.

On November 23, 2009, the Board adopted a change order policy that 
gave the Interim Superintendent of Schools (Interim Superintendent) 
authority to approve change orders of up to $50,000.  For those 
change orders, the policy required the Interim Superintendent to 
obtain recommendations and approvals from the architect and/or 
construction manager before approving the change orders. The policy 
states that the Interim Superintendent is not authorized to approve 
change orders totaling more than $100,000 between regularly 
scheduled board meetings. 

District offi cials needed to issue change orders that signifi cantly 
increased the scope and cost of the initial contracts awarded through 
the bid process, and did not bid this additional work even though it 
exceeded the statutory dollar thresholds. At the end of our fi eldwork, 
the total changes to the four main construction contracts represented 
an increase of $1,690,794, or 18 percent, over the $9,510,323 million 
in original awards.

Throughout the construction period,3 District offi cials awarded 
contracts for change orders based on the recommendation of the 
construction manager and the architect and approved by the Interim 
Superintendent and the Board.  The school district also received 
approval from the New York State Department of Education prior to 
awarding each of the change orders. However, based on a review of 
the bid documents provided by the District, the change orders varied 
signifi cantly from the original plan and may have altered the essential 
identity or main purpose of the contract; therefore, they may have 
constituted new undertakings. Further, the aggregate change orders to 
each type of contract all exceeded GML bidding thresholds.  

3  The project started in mid-2009 and was still in progress at the end of our fi eldwork 
in November 2011, with two phases scheduled to be completed in early 2012.
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Table 1: Changes to Construction Contracts

Original Award Change Orders Amended 
Contracts % Change

General 
Construction

$5,155,023 $403,045 $5,558,068 8%

Electrical $1,279,300 $894,978 $2,174,278 70%
Heating/ 
Ventilation/ Air 
Conditioning

$2,616,000 $184,851 $2,800,851 7%

Plumbing $ 460,000 $207,920 $667,920 45%
Total $9,510,323 $1,690,794 $11,201,117 18%

Electrical Contract Change Orders – District offi cials awarded a 
contract for electrical work in the amount of $1,279,300 as part of 
the renovation project. According to the bid documents provided, 
this contract required the vendor to provide a scope of services 
under 22 subtitles including lighting protection systems, site lighting 
fi xtures, interior lighting, and power generation. Other than what was 
portrayed in architectural drawings, the bid documents provided to us 
were not specifi c regarding the scope of the project. Based on these 
documents, the quantities of lighting fi xtures to be provided under 
the original contract and the extent of the service to be provided are 
unclear. Subsequent to this award, District offi cials increased the 
contract amount to $2,174,278 via change orders totaling $894,978, 
an increase of approximately 70 percent, without the benefi t of 
competitive bidding. 

District offi cials told us that three change orders totaling $368,904 
were awarded because of an emergency situation that required the 
immediate replacement of lighting fi xtures. These three change 
orders required the installation of 41 lighting fi xtures.  We received 
documentation showing that a wind storm occurred and damaged 
District property on March 13, 2010. However, no documentation that 
offi cials presented to us as justifi cation for the emergency showed how 
many lighting fi xtures were damaged or how many were included in 
the original contract. Offi cials presented us with photographs of three 
damaged light poles, a Board resolution declaring an emergency, 
a letter from the architect stating that light poles were damaged 
and required immediate replacement, and an insurance recovery 
payment of only $16,556 for the same damage. Further, the three 
change orders were signed by the Interim Superintendent on June 
10, 2010, almost three months after the storm. They were signed by 
the contractor on June 28, 2010, the architect on June 30, 2010, and 
the construction manager in July 2010, and installation of the fi xtures 
was not completed until a year later.  This time span may suggest 
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that there may have been adequate time for District offi cials to solicit 
competitive bidding for the fi xtures, but they did not do so.  

District offi cials provided documentation to show that, in May 2010, 
they did solicit price quotes from two vendors who had participated 
in the original bid for electrical services prior to the change orders.4  

However, as noted, the time span between the wind storm and the 
installation work suggests that this was not a situation requiring 
immediate action that could not await competitive bidding.

We examined approximately $358,000 of the remaining $526,074 
in change orders, which District offi cials also did not competitively 
bid but added to the original electrical contract. These change orders 
required the installation of more than 100 interior and exterior 
lighting fi xtures and circuitry throughout the District. However, 
documentation provided by the District did not clearly state how 
many lighting fi xtures were being installed under the original 
contracts. The need for numerous additional lighting fi xtures could 
indicate that the planning process was not thorough and clearly 
documented.  The failure to properly gauge the scope of the project 
and use competition for work that was in fact completed by one 
vendor may have deprived other vendors the opportunity to bid on 
the complete defi ned project, and could have avoided or reduced the 
need for the extensive change orders.

Plumbing Contract Change Orders – District offi cials awarded 
$207,920 in change orders to the original plumbing contractor for 
various plumbing services. These change orders increased the 
original plumbing contract by approximately 45 percent, from 
$460,000 to a revised amount of $667,920. Although the change 
orders individually were not signifi cant, the total increase was, and 
the nature of the items indicates they were probably all deliverable 
by any qualifi ed plumbing contractor. For example, one change order 
for $18,000 required insulation of hot water piping while another, for 
$23,000, required relocation of a water line supply. District offi cials 
said they did not seek competition because the contractor was 
familiar with the project.  

The extent of the change orders suggests that District offi cials 
may not have implemented a carefully thought-out plan to initially 
establish the scope of this capital project. 

4  These two quotes were for $382,200 and $387,368.
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1. The Board should ensure that capital project requirements and 
costs are properly planned before awarding project contracts, so 
as to minimize the need for change orders.

2. District offi cials should competitively bid any change orders in 
excess of the competitive bidding threshold that so vary from the 
original plan or so alter the essential identity or main purpose of 
the contract as to constitute a new undertaking.

3. District offi cials should ensure that contracts with project 
vendors clearly itemize and quantify the required services.

Recommendations
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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.

Page 14 of the District’s letter references page 8 in the report which has since been renumbered. 
The referenced text is on page 7.
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See
Note 1
Page 16

See
Note 2
Page 16
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See
Note 3
Page 16

See
Note 4
Page 16
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Note 5
Page 17

See
Note 6
Page 17
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Note 3
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Page 17

See
Note 11
Page 18

See
Note 2
Page 16



1515DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY    

See
Note 12
Page 18
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APPENDIX B

OSC’S COMMENTS ON THE DISTRICT’S RESPONSE

Note 1

We generally conduct an onsite risk assessment to help us determine whether a local government 
should be audited and, if so, to identify the areas of potential risk.  A risk assessment is not an audit; 
therefore, it does not result in a report. We did not change the audit scope, which refers to the time 
period and audit objective. We completed a performance audit. 

Performance audits, as defi ned by the U.S. Government Accountability Offi ce’s Auditing Standards 
(2011 revision), are “audits that provide fi ndings or conclusions based on an evaluation of suffi cient, 
appropriate evidence against criteria. Performance audits provide objective analyses to assist 
management, and those charged with governance and oversight, in using the information to improve 
performance and operations, reduce costs, facilitate decision-making by parties with responsibility to 
oversee or initiate corrective action, and contribute to public accountability.”

Note 2

District offi cials did not cooperate fully with OSC examiners. We had to ask numerous times for 
documents before they were furnished, and we never obtained the same documents twice. In addition, 
as part of our audit process, we scheduled an exit conference with the Superintendent and the Assistant 
Superintendent, who was the offi cial in charge of the project. The exit conference is an opportunity for 
the District to provide input relative to the draft report and helps us clarify any potential ambiguities 
and/or obtain additional information, if needed. However, the District offi cials declined to meet with 
us and stated that they would respond to our draft report and related questions in writing. 

Note 3

The facts here are different from those in each of the Comptroller’s opinions cited in the District’s 
response.  Legal opinions cited by the District concerned circumstances when additional work was 
performed in order to effi ciently complete the original project or as a direct outgrowth of the original 
project.  The additional work referred to in our audit was unrelated to the original project. 

Note 4

The District’s response appears to indicate that, while the District believes the storm was an 
emergency weather event, the District is not relying on the statutory emergency exception to bidding 
in GML as a rationale for not bidding the additional work. Instead, the District is asserting that the 
additional electrical work could be provided without bidding in accordance with legal principles 
relating to when additional work may be performed without competitive bidding pursuant to change 
orders.5  

5   We were informed by SED that the electrical change orders costs were ultimately approved by SED because the District 
indicated the changes were the result of emergency conditions.
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To fall within the statutory emergency exception, the situation must arise out of an accident or 
unforeseen occurrence affecting, among other things, public property, and must require immediate 
action that cannot await competitive bidding. The change order certifi cations for the three emergency 
change orders merely stated the number of exterior light fi xtures, cost, and the following statement: 
“Field condition discovered after project began: existing light poles in dangerous condition/need for 
wiring replacement.” The three change orders concerned a total of 41 light poles while District 
offi cials stated in their response that approximately 10 light stanchions were damaged due to the 
emergency. It is not clear that all 41 stanchions needed replacement as a direct result of the storm.  
Moreover, even if they did, the time span between the storm and the completion of the work, taking 
into account the time needed to obtain SED approval, indicates it is unlikely that the situation required 
immediate action that could not await competitive bidding as required under GML. 

Note 5

A performance bond to assure quality of work is a standard requirement for construction contracts and 
would have been required from any other successful vendor if the change orders were competitively 
bid.  Moreover, the courts have concluded that giving responsibility for the additional work to the 
contractor already on the job site is not a suffi cient rationale to support a change order without bidding.

Note 6

Even if the nature of the work is similar to the work already being performed by the contractor, 
that alone is not suffi cient rationale to support a change order without bidding. It is both the nature 
and scope of the work that is determinative.  Based on the documents provided by the District, the 
additional electrical work here appears to be unrelated to the original plan and involves areas not 
within the project scope.  The response itself states that the work was performed on lighting stanchions 
“that were in areas remote from those described in the original project specifi cations.”  Moreover, 
while the dollar amount or percentage increase is not the sole factor in determining whether a change 
is merely incidental or constitutes a new undertaking, the electrical changes here represented a 70 
percent increase, suggesting a new undertaking that requires competitive bidding.

Note 7

According to the New York State Education Department (SED), the approval of the change orders was 
based on code and the District’s representation of emergency, not on the procurement of service. We 
amended our report to show that the Board and SED also approved the change orders. 

Note 8

The Comptroller’s opinions cited in the District’s response concerned circumstances when additional 
work was performed in order to effi ciently complete the original project or as a direct outgrowth of the 
original project. The additional work addressed in this report, however, was unrelated to the original 
project.  Moreover, none of the three opinions that the District cites reached a defi nitive conclusion on 
whether performing the additional work under the change orders without bidding was proper under 
the circumstances.  
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Note 9

The fact that the additional work ultimately was integrated into the same electrical system as the 
original project work, by itself, does not make it merely incidental to the original project.  Similarly, 
the fact that District property outside the original plan was damaged in a storm, by itself, does not 
necessarily justify a change order to repair that damage without bidding, even though the nature of 
work may be similar to that of the original project.

Note 10 

We acknowledge that the cost of the change orders was less than the cost of the two quotes. However, 
it is possible that the total cost could have been less if the vendors were allowed to bid on the complete 
package of electrical items instead of the partial package plus change orders.

Note 11

We amended the report to remove the example of the curtain wall.

Note 12

This paragraph is inconsistent with the District’s previous statement in its response indicating that the 
District is not relying on the statutory emergency exception to bidding contained in the GML.  In any 
case, for reasons stated in our report and in Note 4, it is not clear that the circumstances qualify for the 
statutory exception for an emergency.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

We conducted an on-site risk assessment which identifi ed potential planning weaknesses associated 
with change orders that resulted in signifi cant additions to District contracts. We therefore decided to 
conduct an audit of the management of capital projects. Because the District had only one project near 
completion during the audit period, a renovation project fi nanced through issuance of $18 million in 
bonds, we concentrated on that project.

We interviewed appropriate District offi cials, performed detailed analyses and tests of transactions 
with the various contractors, and reviewed pertinent documents such as District policies and 
procedures manuals, Board minutes, contracts, change orders, Contractor Requests for Payment 
for each type of contract, bond issuance documentation, and competitive bidding procedures and 
awarding of contracts. 

We conducted this 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 
objective. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/
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BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building - Suite 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

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Suite 1032
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Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties
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Jeffrey P. Leonard, Chief Examiner
Offi ce 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: Albany, Clinton, Essex, Franklin, 
Fulton, Hamilton, Montgomery, Rensselaer, 
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
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
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Serving: Nassau and Suffolk Counties
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Christopher Ellis, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Columbia, Dutchess, Greene, Orange, 
Putnam, Rockland, Ulster, Westchester Counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce 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
Rebecca Wilcox, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
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(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us
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Oneida, Onondaga, Oswego, St. Lawrence Counties
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