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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
July 2014

Dear School District Offi cials:

A top priority of the Offi ce of the State Comptroller is to help school district offi cials manage district 
resources 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 
operations and Board of Education governance. Audits also can identify strategies to reduce costs and 
to strengthen controls intended to safeguard district assets.

Following is a report of our audit of the Port Byron Central School District, entitled Financial 
Condition. 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

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 Port Byron Central School District (District) is located in the Village of Port Byron and the Towns 
of Mentz, Montezuma, Conquest, Throop and Brutus, in Cayuga County, and the Town of Savannah 
in Wayne 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 District’s chief executive offi cer 
and is responsible, along with other administrative staff, for the District’s day-to-day management 
under the Board’s direction. The Business Manager is responsible for accounting for the District’s 
fi nances, maintaining accounting records and preparing fi nancial reports. 

The District has two schools in operation, located on the same campus, with approximately 1,000 
students and 150 employees. During the 2012-13 fi scal year, the District had operating expenditures of 
approximately $19.34 million, funded primarily with State aid and real property taxes. The District’s 
budgeted general fund appropriations for the 2013-14 fi scal year were approximately $20 million.

Scope and Objective

The objective of our audit was to examine the District’s fi nancial condition for the period July 1, 2012 
through October 22, 2013. We expanded our scope back to fi scal year 2008-09 to review fund balance, 
budgeting and tax levy trends. We also expanded our scope forward to January 31, 2014 to review fund 
balance and budgeting trends and to project the District’s fi nancial position at the end of the 2013-14 
fi scal year.

Our audit addressed the following related question:

• Did District offi cials take appropriate action to manage the District’s fi nancial condition?

Audit Results

District offi cials have generally taken appropriate action to manage the District’s fi nancial condition.  
Although the District generated operating surpluses and increased fund balance by $1.4 million 
from fi scal years 2008-09 through 2010-11, for fi scal years 2011-12 and 2012-13 the Board adopted 
more reasonable budgets which resulted in actual planned operating defi cits, which reduced fund 
balance by almost $2 million. The Board also used excess reserve funds to pay off debt. Using current 
fi scal year data through January 2014, obtained from the Business Manager, we projected revenues 
and expenditures through the end of the 2013-14 fi scal year. Based on current trends and available 
information, we project the District slightly overestimated both revenues and expenditures. Therefore, 
the District should fi nish the current fi scal year with a small surplus.
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In addition, the District has entered into inter-municipal agreements, as well as District-specifi c 
initiatives, that have resulted in cost-savings. For example, the District has an agreement for annual 
plowing services with the Town of Mentz. The Town is able to provide the plowing services at a lower 
cost than the District would incur to provide the same service. Finally, although the Board and District 
offi cials have developed some long-term fi nancial planning, a multiyear long-term plan that addresses 
revenues and expenditures, as well as the use of fund balance and reserves, would greatly benefi t the 
District.

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 they planned to initiate corrective action.
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Background

Introduction

Objective

Scope and
Methodology

Comments of
District Offi cials and
Corrective Action

The Port Byron Central School District (District) is located in 
the Village of Port Byron and the Towns of Mentz, Montezuma, 
Conquest, Throop and Brutus in Cayuga County and the Town of 
Savannah in Wayne 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 District’s chief 
executive offi cer and is responsible, along with other administrative 
staff, for the District’s day-to-day management under the Board’s 
direction. The Business Manager is responsible for accounting for 
the District’s fi nances, maintaining accounting records and preparing 
fi nancial reports. 

The District has two schools in operation, located on the same campus, 
with approximately 1,000 students and 150 employees. During 
the 2012-13 fi scal year, the District had operating expenditures of 
approximately $19.34 million, funded primarily with State aid and real 
property taxes. The District’s budgeted general fund appropriations 
for the 2013-14 fi scal year are approximately $20 million.

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

• Did District offi cials take appropriate action to manage the 
District’s fi nancial condition?

We examined the District’s fi nancial condition for the period July 
1, 2012 through October 22, 2013. We expanded our scope back to 
fi scal year 2008-09 to review fund balance, budgeting and tax levy 
trends. We also expanded our scope forward to January 31, 2014 to 
review fund balance and budgeting trends and to project the District’s 
fi nancial position at the end of the 2013-14 fi scal year.

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 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 
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generally agreed with our recommendations and indicated they 
planned to initiate 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, 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. We encourage 
the Board to make this plan available for public review in the District 
Clerk’s offi ce. 
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Financial Condition

A school district’s fi nancial condition is a primary factor in 
determining its ability to continue providing public educational 
services for students within the district. The Board, Superintendent 
and Business Manager are accountable to taxpayers for the use of  
District resources and are responsible for effective fi nancial planning 
and management of District operations. District offi cials have a 
responsibility to ensure that the tax burden on their residents is not 
greater than necessary. Therefore, it is essential that offi cials develop 
reasonable budgets and seek opportunities to reduce costs and manage 
fund balance responsibly and in accordance with statute. Sound 
budgeting practices coupled with prudent fund balance management 
ensures that suffi cient funding will be available to sustain operations, 
address unexpected occurrences and satisfy long-term obligations or 
future expenditures. Further, the Board should prepare a multiyear 
fi nancial plan based on reasonable estimates that project future 
revenues, expenditures and reserve and fund balance amounts.

District offi cials have generally taken appropriate action to manage 
the District’s fi nancial condition.  Although the District generated 
operating surpluses and increased fund balance by $1.4 million from 
fi scal years 2008-09 through 2010-11, for fi scal years 2011-12 and 
2012-13 the Board adopted more reasonable budgets which resulted 
in actual planned operating defi cits, which reduced fund balance by 
almost $2 million. The Board also used excess reserve funds to pay 
off debt. In addition, the District has entered into inter-municipal 
agreements, as well as District-specifi c initiatives, that have resulted 
in cost-savings. Finally, although the Board and District offi cials have 
developed some long-term fi nancial planning, a multiyear long-term 
plan that addresses revenues and expenditures, as well as the use of 
fund balance and reserves, would greatly benefi t the District.

Fund balance represents the cumulative residual resources from prior 
fi scal years that can be used to lower property taxes for the ensuing 
fi scal year. Unexpended surplus funds1 can be appropriated in 

Budgeting and Use
of Fund Balance

____________________
1 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, less any amounts 
appropriated for the ensuing year’s budget (after Statement 54).
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ensuing years’ budgets and used as a source of revenue to either lower 
property taxes, compensate for anticipated revenue shortfalls or help 
fi nance the construction of capital assets through budgeted transfers 
to a capital projects fund by creating a planned operating defi cit. 
Budgetary estimates of expenditures (i.e., appropriations) should be 
based on known needs as well as historical trends. Similarly, revenue 
estimates should be based on known sources of revenue refl ective of 
any identifi ed trends.

The District planned general fund operating defi cits for fi scal years 
2008-09 through 2012-13. However, general fund operating defi cits 
occurred only in fi scal years 2011-12 and 2012-13, due to the Board 
overestimating budgeted appropriations for fi scal years 2008-09 
through 2010-11. As a result, instead of the total year-end fund balance 
decreasing by $350,000 each year from 2008-09 through 2010-11, 
fund balance actually increased nearly $1.4 million. Additionally, the 
Board overestimated appropriations for 2012-13, and the operating 
defi cit was approximately $210,000 less than originally planned. At 
the end of 2012-13, the fund balance had decreased $2 million over 
a two-year period.

Table 1: General Fund – Fund Balance Analysis
FY 2010-11 FY 2011-12 FY 2012-13

Beginning Fund Balance $4,026,984 $5,039,744 $3,185,530 

Appropriated Fund Balance  $350,000 $350,000 $350,000 

Appropriated Fund Balance Used $0 $354,214 $138,318

Operating Surplus/(Defi cit) $1,012,760 ($1,854,214)a ($138,318)

Year End Fund Balanceb $5,039,744 $3,185,530 $3,047,212 
a Includes a one-time $1.5 million debt service payment from the employee benefi t accrued liability 

reserve funds. Therefore, after deducting this amount from total expenditures, the District’s operating 
defi cit was ($354,214). We included this amount in our analysis for perspective, to show the change 
in fund balance that year due to the use of excess reserved fund balance to make this one-time 
payment.

b  Amounts include reserve fund balances. Fund balance did not exceed the 4 percent limitation.

Our analysis shows that the Board  made improvements to the 
budgeting process starting in the 2011-12 fi scal year. The Board 
receives monthly budget and revenue status reports from the Business 
Manager, as well as a report which consists of a list of all District bank 
accounts and balances. The Board uses these reports to monitor the 
District’s fi nancial activity and condition, make budget transfers as 
necessary throughout the year and prepare budgets for the subsequent 
year. The District typically overestimated overall revenues2 and 
appropriations3 for fi scal years 2008-09 through 2012-13. However, 
in general, budget-to-actual differences for specifi c revenues and 
expenditures were minimal, and subsequent year budget estimates 
were based on prior year actual amounts.
____________________
2  Actual revenues were on average 4.6 percent less than the budgeted amounts. 
3  Actual expenditures were on average 6.2 percent less than the budgeted 

appropriations.
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Tax Levy – Legislation passed in 2011 limits the ability of school 
districts to raise taxes, limiting annual levy increases to 2 percent or 
the rate of infl ation, whichever is lower, without a 60 percent majority 
approved voter override of the limit. Although the District has faced 
inconsistent State aid amounts over the past three years,4 offi cials 
have continued to maintain relatively consistent tax levy increases 
ranging from .80 percent to 1.20 percent. 

Table 2: General Fund – Tax Levy
FY 2011-12 FY 2012-

13 FY 2013-14

Tax Levy $5,722,400 $5,768,179 $5,837,397 

Increase in Tax Levy 1.20% 0.80% 1.20%

Reserve Fund – Based on other legislation changes in 2011,5 school 
districts were able to reclassify excess funds in their employee 
benefi t accrued liability reserve (EBALR) fund for use in general 
operations. During our audit of the District in 2008, the EBALR fund 
was determined to be excessively overfunded. However, at the time, 
it was not possible to remove or reclassify these funds. When the 
legislation was passed and the opportunity was presented, the District 
reclassifi ed and used approximately $1.5 million in excess EBALR 
funds in 2011-12. In 2011-12 the District appropriately budgeted for 
its use of fund balance. Although the operating defi cit in this year 
totals approximately $1.85 million, this was mainly due to a one-time 
debt service payment that was made using the excess EBALR funds.6  
The remaining operating defi cit of approximately $350,000 was due 
to the planned use of fund balance. 

As a result of the signifi cant reduction in fund balance over the last 
two fi scal years, we analyzed the District’s fi nancial condition for 
the current fi scal year. Using current fi scal year data through January 
2014, obtained from the Business Manager, we projected revenues 
and expenditures through the end of the 2013-14 fi scal year. Based 
on current trends and available information, we project the District 
slightly overestimated both revenues and expenditures. Therefore, 
the District should fi nish the current fi scal year with a small surplus.7  

The District has attempted to anticipate certain future needs and 
environmental factors in managing fi nancial condition, and has been 
successful in minimizing tax levy increases for its residents. Although 

____________________
4  Fiscal years 2010-11 through 2012-13 
5  General Municipal Law 
6  Using a one-time revenue for a one-time purpose such as debt reduction is 

considered a best practice.
7  This result does not represent a return to the budgeting practices that we 

described earlier but rather recognizes that uninterrupted operating defi cits are 
not sustainable over time. 
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the District has improved its budgeting practices over the past few 
years, the need to continue to closely monitor the budget in the future 
is important, especially with limited reserves as secondary funding 
sources, because an unexpected expenditure or loss of revenue could 
result in an unbalanced budget.
 
The Board and District offi cials should seek to provide services to 
District residents in the most effi cient manner in order to limit tax 
increases. District offi cials should continually monitor operations and 
use available and acquired resources to control or reduce costs. 

In addition to the Board being active in its role preparing and 
monitoring the budget, District offi cials have engaged, or plan to 
engage, in multiple cost-savings and effi ciency opportunities in 
an effort to keep tax increases as low as possible. The District has 
implemented a variety of shared or inter-municipal services for cost- 
savings and effi ciency purposes. For example: 

• The District has an inter-municipal agreement for fuel services 
with local municipalities, including the Village of Port Byron, 
the Port Byron Fire Department, the Towns of Mentz and 
Montezuma and the Montezuma Fire District. The District 
maintains the fueling stations and bills each municipality for 
their usage on a monthly basis. The municipalities are billed 
usage rates that include a portion of the maintenance and 
personnel overhead costs for the District’s fueling station. 
Additionally, the District is able to purchase fuel at a slightly 
reduced rate because of purchasing larger quantities, which is 
possible because of these agreements.

• The District has an agreement for annual plowing services 
with the Town of Mentz. The Town is able to provide the 
plowing services at a lower cost than the District would incur 
to provide the same service.

• Payroll and accounts payable services are shared with the 
Union Springs Central School District (USCSD). The District 
prepares payroll for both school districts, and the USCSD 
prepares accounts payable for both school districts. By sharing 
these functions with the USCSD, both districts benefi t from 
an improved segregation of duties and effi ciency. 

• The District also shares certain extracurricular activities, and 
busing for these activities, with the USCSD. As a result, the 
District saves on supervision and transportation costs.

• The District receives services from Onondaga-Cortland-
Madison BOCES, including information technology, 

Cost Savings 
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telephone and general business support. BOCES can supply 
these services at a lower cost than the District would incur if 
it was to provide them.

In addition, the Board continually analyzes operations and has 
implemented other cost-savings strategies to maintain a stable budget. 
Among these are the following: 

• At the beginning of the 2012-13 school year, the District 
opted to resume control over cafeteria operations, which had 
previously been contracted for with an outside third-party 
vendor. District offi cials determined that the District was not 
receiving a cost savings through the third-party contractual 
agreement. The District was able to operate the cafeteria 
profi tably after resuming operations.

• District offi cials have been working to contain costs in personal 
services, the District’s largest budget category. Working in 
partnership with its employee unions, the District has been 
able to contain costs through contractual concessions. For 
example, recent collective bargaining agreements (CBAs) 
have included increases in the employees’ share of health 
insurance costs, the elimination of prescription cards and the 
sunset of the District’s reimbursement of retiree Medicare for 
employees retiring after June 30, 2014. 

• Through attrition, the District plans to reorganize custodial 
duties and responsibilities and anticipates an overall savings 
of approximately $30,000 to 40,000 annually from this 
reorganization.

A multiyear fi nancial plan is a tool that school districts can use to 
improve the budget development process. Planning on a multiyear 
basis aids District offi cials in identifying developing revenue and 
expenditure trends, establishing long-term priorities and goals and 
considering the impact of near-term budgeting decisions on future 
fi scal years. It also allows District offi cials to assess the merits of 
alternative approaches (such as using unexpended surplus funds 
or establishing and using reserves) to fi nance District operations. 
Multiyear fi nancial planning can also help District offi cials project 
the future costs of employee salaries and benefi ts provided for in 
CBAs. Any long-term fi nancial plan should be monitored and updated 
on a continuing basis to provide a reliable framework for preparing 
budgets and to ensure that information used to guide decisions is 
current and accurate. 

District offi cials currently do some strategic planning.  However, 
District offi cials have not created a detailed multiyear plan that 
specifi cally projects future revenues and expenditures, and clearly 

Multiyear Financial Plan
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Recommendations

defi nes how reserve and unexpended surplus funds should be funded, 
maintained and expended. The District’s current plan projects 
revenues, expenditures, real property tax revenues, State aid, total 
other revenues and year-end total fund balance. However, revenues 
and expenditures are only projected in total and are not based on 
individual budget line items or categories. 

Additionally, the Board does not have a formal multiyear plan 
in place for reserve funds, including their use and funding, or for 
the amount of fund balance that the District plans to maintain each 
year. The Business Manager maintains a spreadsheet detailing the 
potential effects of funding reserves, or increasing fund balance, 
as compared to the effects of using District funds elsewhere. The 
Board and administration review this spreadsheet annually. However, 
this spreadsheet does not specifi cally detail the long-term plans for 
funding and use of reserves and fund balance and only details specifi c 
information for the subsequent budget year, not multiple years. 

The Board and administration stated that projecting three to fi ve years 
into the future for individual revenues and expenditures can often be 
diffi cult as well as subject to constant changes. The failure to develop 
a multiyear plan which includes specifi c estimates for revenues, 
expenditures, reserves and fund balance inhibits the District’s ability 
to effectively manage its fi nances. This is increasingly important 
due to legislative changes in recent years which limit the ability of 
school districts to fi nance their operations through tax increases.8  

Consequently, District offi cials need to remain cognizant of the future 
when strategically planning.

1. District offi cials should develop budgets with realistic estimates 
of appropriated fund balance.

2. The Board and District offi cials should develop a detailed multiyear 
fi nancial plan for a three- to fi ve-year period that projects detailed 
revenues and expenditures, as well as the anticipated funding and 
use of reserve funds and unexpended surplus funds. 

____________________
8  As mentioned previously, school districts are now limited in their ability to raise 

taxes. Additionally, legislation surrounding the use of excess EBALR funds 
has been extended on an annual basis, although there are no guarantees this 
will continue. The District has already exhausted their use of these funds and 
therefore, would not have these funds available for use in future years.
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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, 
billed receivables, asset management, 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 professional 
misconduct. We then decided on the reported objective and scope by selecting for audit the area most 
at risk. We selected the District’s fi nancial condition for further audit testing.

To accomplish the objective of this audit:

• We reviewed Board minutes, District policies, adopted budgets for the 2008-09 through 2013-
14 fi scal years and audited fi nancial statements.

• We compared budgeted revenues and appropriations to actual revenues and expenditures for 
2008-09 through 2012-13 and identifi ed any budget items with signifi cant budget-to-actual 
variances.

• We examined tax levy increases from 2008-09 through 2013-14. 

• We reviewed District reserve accounts and supporting documentation to determine 
appropriateness of funding levels and if proper procedures were followed for establishing 
those reserves.

• We reviewed the last fi ve years of ST-3 fi nancial information for 2008-09 through 2012-13 
submitted to the State Education Department.

• We reviewed District accrued liabilities as of June 30, 2013 to determine if they are reasonable 
and supported.

• We reviewed a sample of encumbrances outstanding as of June 30, 2013, for vendors with 
total encumbrances outstanding of $10,000 or greater, to determine if encumbrances were 
reasonable and legitimate.
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• We performed a fi nancial analysis of the District, including analyzing fund balance trends, 
reserve trends, cash balances and overall revenues and expenditures for 2008 through 2013.

• We reviewed revenue and expenditure information for July 1, 2013 through January 31, 2014 
and used this information to project the District’s fi nancial position at the end of the 2013-14 
fi scal year.

We conducted this performance audit in accordance with 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.
 



18                OFFICE OF THE NEW YORK STATE COMPTROLLER18

APPENDIX C

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

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

STATEWIDE AUDITS
Ann C. Singer, Chief Examiner
State Offi ce Building - Suite 1702 
44 Hawley Street 
Binghamton, New York 13901-4417
(607) 721-8306  Fax (607) 721-8313
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