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2                OFFICE OF THE NEW YORK STATE COMPTROLLER2

State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
April 2013

Dear District Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for tax 
dollars spent to support government operations. The Comptroller oversees the fi scal affairs of local 
governments statewide, as well as 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 operations and Board of Education governance. Audits also can identify strategies to 
reduce costs and to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of the Fairport Central School District, entitled Financial Condition 
and Capital Improvement Project Expenditures. 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 local government 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

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Fairport Central School District (District) is located in the Town of Perinton, in Monroe 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 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 eight schools in operation within the District, with approximately 6,400 students and 1,170 
employees. During the 2011-12 fi scal year, the District had operating expenditures1 of approximately 
$102 million, funded primarily with State aid and real property taxes. The District’s budgeted 
expenditures for the 2012-13 fi scal year are $107.2 million.

Scope and Objectives

The objectives of our audit were to examine the District’s fi nancial condition and capital improvement 
project expenditures for the period July 1, 2009, to December 11, 2012. Our audit addressed the 
following related questions:

• Has the District taken adequate action to address the reasonableness of fund balance? 

• Are capital project expenditures properly supported and within the amount authorized and 
approved?

Audit Results

Over the last fi ve years, the District’s tax levy only had an average change of 1.09 percent.  However, 
District offi cials’ conservative budgeting practices generated $15.8 million2 in net operating surpluses.3  
As a result of these operating surpluses, the accumulated fund balance would have exceeded the 
statutory maximum of 4 percent of the ensuing year’s budget.4  However, to reduce the fund balance 

1  Including operating transfers
2  $5 million of this total was a transfer to the capital projects fund in the 2008-09 fi scal year that was not approved by the 
voters.
3  The District had an operating defi cit of $209,247 for the 2007-08 fi scal year and operating surpluses of $7,406,316 for 
2008-09, $3,066,825 for 2009-10, $3,544,703 for 2010-11, and $2,031,473 for 2011-12.
4  The Real Property Tax Law statutory limit of unappropriated, unreserved fund balance (called “unexpended surplus 
funds” for fi scal years ending June 30, 2011 and beyond) increased from 3 percent of the 2007-08 fi scal year’s budget to 4 
percent of the 2008-09 fi scal year’s budget and years thereafter.
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and stay within the 4 percent limit, District offi cials transferred moneys to the District’s reserves and 
have continuously increased the amount of fund balance appropriated, which has gone unused for the 
last four years. These budgeting practices circumvented statutory controls and resulted in taxpayers 
paying more than necessary to sustain District operations.  As a result, the District’s general fund’s 
fund balance increased to $48,661,075 as of June 30, 2012.

We also found that the District did not solicit proposals for approximately $2.7 million in professional 
services for a capital improvement project (CIP), as required by the District’s policy. In addition, we 
found that the expenditures for architectural services were not properly supported.

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 disagreed with the fi ndings and recommendations in our report. Appendix B includes our 
comments on the issues raised in the District’s response letter.
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Background

Introduction

Objectives

The Fairport Central School District (District) is located in the Town 
of Perinton, in Monroe 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 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 eight schools in operation within the District, with 
approximately 6,400 students and 1,170 employees. During the 
2011-12 fi scal year, the District had operating expenditures5 of 
approximately $102 million, funded primarily with State aid and real 
property taxes. The District’s budgeted expenditures for the 2012-13 
fi scal year are $107.2 million.

The objectives of our audit were to examine the District’s fi nancial 
condition and capital improvement project expenditures. Our audit 
addressed the following related questions:

• Has the District taken adequate action to address the 
reasonableness of fund balance? 

• Are capital project expenditures properly supported and 
within the amount authorized and approved?

We examined the District’s fi nancial condition and capital project 
expenditures for the period July 1, 2009, to December 11, 2012. 

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 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 
disagreed with the fi ndings and recommendations in our report. 
Appendix B includes our comments on the issues raised in the 
District’s response letter.

Scope and
Methodology

Comments of
District Offi cials and
Corrective Action

5  Including operating transfers
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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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Financial Condition

The responsibility for accurate and effective fi nancial planning 
rests with the Board, the Superintendent, and the Business Offi cial. 
District offi cials must ensure that budgets are prepared, adopted, and 
modifi ed in a prudent manner, accurately depicting the District’s 
fi nancial activity while also using available resources to benefi t its 
taxpayers. Prudent fi scal management also includes maintaining 
suffi cient balances in reserves to address long-term obligations or 
planned expenditures. In doing so, District offi cials should adopt a 
policy or plan governing the use of reserve funds and ensure that 
residents are fully informed of all reserve funding and activity.

Over the last fi ve years, the District’s tax levy only had an average 
change of 1.09 percent.  However, District offi cials’ conservative 
budgeting practices generated $15.8 million6 in net operating 
surpluses.7  As a result of these operating surpluses, the accumulated 
fund balance would have exceeded the statutory maximum of 4 
percent of the ensuing year’s budget.8  However, to reduce the fund 
balance and stay within the 4 percent limit, District offi cials transferred 
moneys to the District’s reserves and have continuously increased 
the amount of fund balance appropriated for taxes which has gone 
unused for the last four years. District offi cials’ continued use of these 
budgeting practices resulted in taxpayers paying more than necessary 
to sustain District operations.  As a result, the District’s general fund’s 
fund balance increased to $48,661,075 as of June 30, 2012 (see Chart 
1).

6  $5 million of this total was a transfer to the capital projects fund in the 2008-09 
fi scal year that was not approved by the voters.
7  The District had an operating defi cit of $209,247 for the 2007-08 fi scal year and 
operating surpluses of $7,406,316 for 2008-09, $3,066,825 for 2009-10, $3,544,703 
for 2010-11, and $2,031,473 for 2011-12.
8  The Real Property Tax Law statutory limit of unappropriated, unreserved fund 
balance (called “unexpended surplus funds” for fi scal years ending June 30, 2011 
and beyond) increased from 3 percent of the 2007-08 fi scal year’s budget to 4 
percent of the 2008-09 fi scal year’s budget and years thereafter.
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Chart 1: Compositon of General Fund's Total
Fund Balance at June 30, 2012

$48,661,075

The Board is responsible for preparing and presenting the District 
budget to the public for vote. In preparing the budget, the Board must 
estimate what the District will receive in revenue (e.g., State aid), 
how much fund balance will be available at fi scal year-end (some or 
all of which may be used to fund the ensuing year’s appropriations 
and to balance the budget), and what the expected tax levy will be. 
Accurate estimates help ensure that the levy of real property taxes is 
not greater than necessary.

The estimation of fund balance is an integral part of the budget 
process. Fund balance represents resources remaining from prior 
fi scal years that can be used to lower property taxes for the ensuing 
fi scal year. A district may retain a portion of fund balance, referred to 
as unexpended surplus funds,9 within the limits established by Real 
Property Tax Law. Districts may also establish reserves to restrict a 

Budgeting and Use of Fund 
Balance

9  The Governmental Accounting Standards Board (GASB) issued Statement 54, 
which replaces the fund balance classifi cations of reserved and unreserved with new 
classifi cations: nonspendable, restricted, and unrestricted (comprising committed, 
assigned, and unassigned funds). The requirements of Statement 54 are effective 
for fi scal years ending June 30, 2011 and beyond. To ease comparability between 
fi scal years ending before and after the implementation of Statement 54, we will 
use the term “unexpended surplus funds” to refer to that portion of fund balance 
that was classifi ed as unreserved, unappropriated (prior to Statement 54), and is 
now classifi ed as unrestricted, minus appropriated fund balance, amounts reserved 
for insurance recovery and tax reduction, and encumbrances included in committed 
and assigned fund balance (post-Statement 54).
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portion of fund balance for a specifi c purpose, also in compliance 
with statutory directives. 

The District reported unexpended surplus funds at a level that 
complied with statute. However, because the District has ended four 
of the last fi ve fi scal years with an operating surplus, the appropriated 
fund balance included in each year’s budget was not needed to fi nance 
planned expenditures. Because of the operating surpluses, little to 
none of the $12.8 million of appropriated fund balance was used to 
cover expenditures.10  Instead, the District used excess surplus funds 
to fi nance reserves, as described later in this report. 

From fi scal years 2007-08 through 2011-12, the District generated 
net surpluses totaling approximately $15.8 million, an average of 
approximately $3.2 million in each fi scal year and averaging 5.15 
percent of the tax levy over the fi ve-year period. 

Reserves may be established by the Board in accordance with 
applicable laws. Moneys set aside in reserves must be used only 
in compliance with statutory provisions which determine how 
reserves are established and how they may be funded, expended, and 
discontinued. Generally, school districts are not limited as to how 
much money can be held in reserves. However, reserve balances must 
be reasonable. Funding reserves at greater than reasonable levels 
contributes to real property tax levies that are higher than necessary 
because the excessive reserve balances are not being used to fund 
operations. The Board is responsible for developing a formal plan 
for the use of its reserves, including how and when disbursements 
should be made, optimal or targeted funding levels and why these 
levels are justifi ed, and for ensuring that appropriate documentation is 
maintained to account for and monitor reserve activity and balances.

As of June 30, 2012, the District had 10 reserves in the general fund 
totaling approximately $34.8 million. We analyzed these reserves for 
reasonableness and adherence to statutory requirements, and found 
the funding of the capital reserve, tax certiorari reserve, employee 
benefi t accrued liability reserve, reserve for liabilities, and insurance 
reserve to be reasonable. However, the reserves for retirement, 
unemployment insurance, repair, and capital technology, totaling 
approximately $17.3 million, were questionable as to the amounts 
required for their stated purposes and the amounts actually retained. 
Table 1 shows the balances in these reserves at June 30, 2012.

Reserves

10  Only $209,247 of the $1.3 million in appropriated fund balance was used for the 
2007-08 fi scal year.
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Table 1: Questionable General Fund Reserve Balances

Year 
Established

Balance at 
June 30, 2012

Expended from 
July 1, 2007 to 
June 30, 2012

Capital 
Technology 2005 $8,353,791 $0
Retirement 
Contribution 2007 $6,704,395 $0
Repair 1995 $1,696,576 $0
Unemployment 
Insurance 2007 $565,099 $236,587

Total $17,319,861 $236,587

Capital Technology Reserve – The Capital Technology Reserve 
was established in 2005 for the purpose of fi nancing, in whole or in 
part, the purchase of computer equipment, apparatus and peripherals 
such as printers, modems, fi le servers, communication devices, and 
required wiring of the same. The reserve was established with a 10-
year term and $10 million maximum limit.  

Over the fi rst four fi scal years, the District funded the reserve with a 
total of $8.98 million and expended $1.5 million.  The District has not 
funded or expended any moneys from this reserve since, even though 
the approved 2005 Technology Plan had a total budget of $7 million.11  
Because this plan was never completed or expended as approved by 
voters, the Capital Technology Reserve had a balance of $8,353,791 
as of June 30, 2012 and is due to expire in 2015. 

Although the District prepared a new capital technology plan in 2012 
that anticipates expending $14,342,500 over the next 10 years and 
using this reserve as a funding source, the scope of the 2012 plan has 
materially changed from the 2005 plan.  Therefore, District voters 
have not had an opportunity to accept or approve this revised plan or 
the use of the reserve in this new way. In fact, taxpayers who agreed 
to fi nance these expenditures in 2005 saw little benefi t from their tax 
moneys to date because little (approximately 17 percent) was spent 
to upgrade technology. 

Retirement Contribution Reserve – By law, this reserve can only be 
used to pay benefi ts for employees covered by the New York State 
and Local Retirement System. The District cannot include the cost of 
fi nancing contributions for employees covered by the New York State 
Teachers’ Retirement System. The Retirement Contribution Reserve 
was originally funded with $2 million during the 2007-08 fi scal year 

11  Technology purchases have been made through the operating budget.
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and was funded an additional $4.7 million during 2010 and 2011. The 
balance of this reserve at June 30, 2012 was $6,704,395. 

No moneys have been expended from the reserve since it was funded. 
Instead, the Board budgeted for retirement costs in the general 
fund and levied taxes to fund them. Annually, the District receives 
projected contributions and rates from the New York State and Local 
Retirement System. These projections are for the current and ensuing 
fi scal years. The current Retirement Contribution Reserve balance 
is approximately 2.5 times the projected retirement contribution 
payment for 2013.12  

Repair Reserve – The District established this reserve in June 1995 
to pay for the cost of certain repairs or capital improvements to 
equipment that do not recur annually. According to District offi cials, 
the reserve would only be used in emergency situations and is a 
“safety net” for repairs that are signifi cant enough that funds may 
not be available in the District’s operating budget.  By making this 
stipulation, District offi cials have essentially circumvented the legal 
requirement for holding a public hearing prior to appropriating funds 
because moneys may be expended from this reserve in an emergency 
with only a two-thirds vote of the Board.  

Since our last audit, the District has discontinued funding this reserve 
but has not appropriated any moneys for expenditures. The balance 
of the Repair Reserve as of June 30, 2012 was $1,696,576, which is 
1.6 percent of the 2012-13 budgeted appropriations ($107,201,812).

Unemployment Insurance Reserve – This reserve is allowed for 
reimbursing the State Unemployment Insurance Fund (SUIF) for 
payments made to claimants where the school district has elected to use 
the “benefi t reimbursement” method based on actual unemployment 
claims. 

The District made payments to the SUIF totaling $236,58713 for the 
fi ve-year period July 1, 2007 through June 30, 2012, or an average of 
$47,317 a year.  Although the District has taken steps to reduce the 
balance of the Unemployment Insurance reserve since our last audit,14  
the balance of the reserve was $565,099 as of June 30, 2012, which is 
almost 12 times the average annual expenditures.  

12  Paid on either December 15, 2013, or February 1, 2014
13 The NYS UI Fund expenditures were $24,144 for the 2007-08 fi scal year, $6,421 
for the 2008-09 fi scal year, $74,467 for the 2009-10 fi scal year, $46,720 for the 
2010-11 fi scal year and $84,835 for the 2011-12 fi scal year.
14  The Unemployment Insurance Reserve had a balance of $753,844 at June 30, 
2008, which was over 26 times the average annual expenditures of the previous fi ve 
years (2003-08).
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By maintaining excessive and/or unnecessary reserves, combined 
with ongoing budgeting practices that generate repeated operating 
surpluses, the Board and District offi cials have withheld signifi cant 
funds from productive use, levied unnecessarily high taxes, and 
compromised the transparency of District fi nances to the taxpayers.

1. District offi cials should develop a plan for the use of the surplus 
balances in unexpended surplus funds identifi ed in this report in a 
manner that benefi ts District taxpayers, and provides appropriate 
transparency through the budget process with public disclosure. 
Such uses could include, but are not limited to, reducing District 
property taxes or funding one-time expenditures.

2. The Board should review all reserves and determine if the amounts 
reserved are necessary, reasonable, and in compliance with 
statutory requirements. To the extent that they are not, transfers 
should be made to unrestricted fund balance, where allowed by 
law, or other reserves established and maintained in compliance 
with statutory directives.

Recommendations



1313DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

Capital Improvement Project Expenditures

A capital project is a plan for the acquisition and/or construction 
of capital facilities, capital improvements and major equipment 
purchases. All the fi nancial activities related to capital projects are 
recorded and reported in the capital projects fund. The Board is 
responsible for establishing procedures to properly authorize, fi nance, 
and monitor the status of individual capital projects to ensure that 
moneys are properly accounted for and used only for their intended 
purposes. Such procedures also include maintaining complete and 
accurate accounting records, and retaining documentation to support 
payments made.  

In 2006, the District sought to spend a total of $76.3 million to construct 
new school facilities and to improve existing school facilities, 
including site improvements, original furnishings, equipment, 
machinery, apparatus, and incidental improvements.  A special vote 
was held on February 14, 2006, but the capital improvement project 
(CIP) proposition was defeated. As a result of the defeated proposition, 
District offi cials decided to divide the CIP into three phases. 

• Phase I, which primarily focused on roofi ng projects at various 
district buildings, was completed in May 2008 at a total cost 
of $5.3 million.  

• Phase II was approved by District voters on May 15, 2007 
in the amount of $12.6 million for improvements to two 
buildings – Johanna Perrin Middle School and Fairport High 
School. Phase II was completed by June 30, 2009 at a total 
cost of $12,594,397.

• Phase III was approved by voters on December 6, 2007 in the 
amount of $29.9 million for improvements of other District 
buildings. As of June 30, 2012, Phase III had expenditures 
of $29,524,152 and was not completed as a result of pending 
litigation with two contractors. 

We found that the 427 proposed change orders15 for the phases 
II and III, totaling approximately $1.2 million, were proper CIP 
expenditures and properly approved. However, we found that the 
District did not solicit proposals for approximately $2.7 million in 
CIP-related professional services, as required by the District’s policy. 

15  A change order is used to offi cially make changes to a signed contract for capital 
construction.
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In addition, we found that expenditures for architectural services 
were not properly supported.

An effective procurement process includes confi rming that vendors/
consultants are eligible to provide necessary services; obtaining 
requests for proposals (RFPs)16 from providers of professional 
services; and requiring written contracts detailing contract terms and 
deliverables, such as the contract period, services to be provided, 
and the basis for compensation for these services before services are 
provided to the District. Written contracts also help to protect the 
District in the event that contractors default on their obligations or 
make excessive claims.

District policy indicates that goods and services which are not 
required by law to be procured through competitive bidding will be 
procured in a manner to ensure the prudent and economical use of 
public moneys in the best interests of the taxpayers. Offi cials should 
assure that goods and services are procured in the most prudent and 
economical manner, that goods and services of desired quality are 
being acquired at the lowest possible price, and to protect against 
favoritism, improvidence, extravagance, fraud, and corruption. 
Board policy indicates that alternative proposals or quotations will be 
secured by RFPs, written or verbal quotations. Alternative proposals 
secured by RFPs benefi t the District by providing a comparison of 
the qualifi cations and fee structure for various professional services.

Although the Board adopted a purchasing policy requiring the use 
of an RFP to procure professional services, the District neglected 
to do so for $2.7 million in professional services used for the CIP. 
At the beginning of the CIP, the District solicited and obtained a 
construction management company (CMC) for the entire CIP at a 
cost not to exceed $1.7 million. However, the CMC changed twice 
during Phase II and III without solicitation. District offi cials informed 
us that the change in CMC was a result of the project manager 
leaving the initially solicited company to form his own construction 
company. When the project manager then sold his newly formed 
company to his former employer to create a joint venture, the District 
again followed the project manager. Because District offi cials failed 
to solicit competition, the total amount paid to date for construction 
management services for all three phases was about $444,104 more 
than the original amount approved.17  

Procurement of Services 

16  An RFP is a highly-structured document that specifi es minimally acceptable 
functional, technical, and contractual requirements, as well as the evaluation 
criteria that will govern the contract award.
17  Construction management services costs identifi ed were $27,140 for Phase I, 
$596,700 for Phase II, and $1.5 million for Phase III for a total of $2,152,904.
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The District also paid $404,526 to three separate vendors for capital 
project related professional services,18 $70,459 for legal services, and 
$51,300 for fi nancial services that were not solicited using an RFP 
process. Although all the contracts were approved by the Board, the 
District cannot be sure that they have acquired professional services 
in the most economical manner and in the best interest of District 
taxpayers. 

On March 19, 2008, the Board approved a contract for architectural, 
engineering and surveying pre-construction and construction services 
for Phase II. According to the contract, the scope of the Architect’s 
basic services included six phases for each of the two buildings and 
each phase was assigned a percentage of the basic compensation fee.19 
According to the contract, the basic compensation fee is calculated 
based on a percentage (7 percent) of the total construction cost, 
which is defi ned as the total cost or estimated cost of all elements of 
the CIP designed or specifi ed by the Architect. For example, if the 
project’s construction cost is $12.3 million, the Architect’s total basic 
compensation would be $861,000 (7 percent). This contract was 
also extended for Phase III and approved by the Board on January 
6, 2009. However, while the same percentages were allocated to the 
Architect’s six phases of basic services, they were contracted for a 
lump sum of $1,745,800.

During our audit period 81 claims were paid to the Architect totaling 
approximately $2,749,810, which included $2,492,121 for basic 
compensation fees, $218,250 for reimbursable expenses and labor, 
$36,989 for pre-referendum services, and $2,450 for a consultant. 
Because the Architect’s invoices were not detailed or contained 
insuffi cient supporting documentation, we were unable to verify 
that the amounts charged were appropriate District expenditures and 
consistent with the approved contract. Specifi cally, while the contract 
provided rates for various personnel positions for architectural work, 
the reimbursable expense invoices did not include any rates at which 
employees were being charged. Without detailed invoices, we were 
unable to determine if the fees paid were in compliance with contract 
terms.

As a consequence of the failure to ensure that proper supporting 
documentation is submitted and verifi ed prior to payment, District 
offi cials cannot be certain that they are paying for the agreed-upon 

Architectural Services 
and Fees

18  These capital project services included construction materials testing and 
inspection services, geotechnical services, and environmental testing and consulting.
19  The percentage assigned to each phase is as follows: schematic design (10 
percent), design development (15 percent), construction documents (40 percent), 
bidding (5 percent), construction (25 percent) and closeout phase (5 percent).
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services and that the services are delivered in accordance with District 
requirements.

3. The Board should ensure that District offi cials comply with the 
District’s purchasing policy and award professional services 
contracts only after soliciting RFPs. 

4. The District should ensure that professional service providers 
submit proper itemization and support for reimbursable expenses.

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.  
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See
Note 1
Page 24
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Page 24
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Page 24
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APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE 

Note 1

Exit conferences are an extension of our audit process and held as a courtesy to District offi cials to give 
them a complete and comprehensive review of the draft audit report’s contents. The conference gives 
offi cials an opportunity to clarify facts and express their concerns pertaining to our draft audit report 
content. OSC staff scheduled an exit conference with the District’s Superintendent, Board President 
and Assistant Superintendent for Business on March 13, 2013 as per OSC policy.  In addition, we 
offered to meet individually with any Board member upon their request.  

Note 2

Our report accurately conveys our audit fi ndings which are based on facts, not opinions. 

Note 3

Even though the District appropriated $12.8 million of fund balance since the 2007-08 fi scal year, 
little to none was used to fi nance planned expenditures. Furthermore, an additional $5.7 million of 
fund balance appropriated for the 2012-13 fi scal year will also most likely not be used.  As a result, the 
District’s taxpayers have been paying more than necessary to sustain District operations.

Note 4

Auditing standards require that the results of previous audits be evaluated to determine if any corrective 
action recommended by the previous audits are relevant to the current audit objectives, and if so, has 
the local government taken action to implement the recommendations.  Because our previous audit 
provided recommendations that were relevant to our current audit objective, OSC staff followed up 
and reported out on the corrective action taken or lack thereof. 

Note 5

The District’s net operating surplus for the fi ve year period 2007-08 through 2011-12 was $15.8 
million and not $10.8 million because the District transferred $5 million to the capital projects fund in 
the 2008-09 fi scal year that was not approved by the voters.

Note 6

The practice of consistently appropriating fund balance that is not needed to fi nance operations is, in 
effect, a reservation of fund balance that is neither regulated by statute nor subjected to the statutory 
limit for unrestricted fund balance. If the appropriated fund balance amount were combined with the 
unrestricted fund balance, the District would have been over the statutory limit for unrestricted fund 
balance.
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Note 7

District offi cials’ conservative budgeting practices generated $15.8 million in net operating surpluses. 
As a result of these operating surpluses, the amount of appropriated fund balance has not been used 
and the total accumulated fund balance has increased almost $9 million over the last fi ve years.

Note 8

District offi cials provided us with updated employee fi gures, which we have adjusted in our report.

Note 9

Our audit report recommended that only to the extent allowable by law, transfers should be made to 
unrestricted fund balance or other reserves established and maintained in compliance with statutory 
directives.

Note 10

The reserve was established in 2005 with a 10-year term and $10 million maximum limit. Over the 
fi rst four fi scal years, the District funded the reserve a total of $8.98 million.

Note 11

The District’s reserve plan states that the Repair reserve is to pay for the cost of certain repairs or 
capital improvements to equipment that do not recur annually and that the intended use of such funds 
will be in an emergency situation only.  Although the plan states that a public hearing is  required 
before expending from the Repair reserve, by making this “emergency” stipulation, District offi cials 
may avoid this legal requirement without recourse from District taxpayers if they so choose.

Note 12

OSC’s Fiscal Stress Monitoring System has not identifi ed the District as susceptible to fi scal stress.

Note 13

The amounts expended for each of the CIP phases as listed in our report are correct because they 
include preconstruction costs, which the District expended and accounted for in the general fund 
instead of the capital projects fund.
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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 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, 
payroll and personal services, and information technology.

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 on the reported objectives and scope by selecting for audit 
the area most at risk. We selected the District’s fi nancial condition and capital improvement project 
(CIP) for further audit testing.

To accomplish the objectives of this audit:

• We reviewed Board minutes, District policies, adopted budgets for the 2008-09 through 2011-
12 fi scal years, audited fi nancial statements, and budget status reports. We analyzed budget 
items with signifi cant budget-to-actual variances.

• We examined tax levy increases from 2008-09 through 2011-12. We reviewed District reserve 
accounts and supporting documentation to determine the appropriateness of funding levels and 
if proper procedures were followed for establishing those reserves.

• We inquired as to the availability of fi nancial information, such as budgets, and reviewed the 
last fi ve years of fi nancial information submitted to the Offi ce of the State Comptroller. 

• We reviewed pertinent documents available, including applications and certifi cates of payment, 
applications for examination and approval of fi nal plans and specifi cations, change orders, 
claims, contracts, and Board construction reports.

• We reviewed capital project vendors for Phase II and III that provided capital improvement and 
professional services that were paid amounts that required proper competitive solicitation per 
GML 103.
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• We reviewed all change orders totaling $1,246,188 for Phase II and Phase III for Board 
approval, and randomly sampled 15 percent of the total Phase II change orders for proper 
approvals by project management. 

• We reviewed all payments made to the CMC for Phase II and III, totaling $2,125,764, to 
compare construction management fees to project costs to determine if they were appropriate.

• We reviewed all payments made to the Architect for Phase II and III totaling $2,749,810 
to verify if the payments were properly supported, reviewed, approved, and allowed by the 
contract. 

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 
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 D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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/

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