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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
	
January 2018

Dear School District Officials:

A top priority of the Office of the State Comptroller is to help school district officials manage their 
districts efficiently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fiscal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fiscal 
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 Plainedge Union Free School District, entitled Financial 
Condition and Extra-Classroom Activity Funds. 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 
New York State General Municipal Law.

This audit’s results and recommendations are resources for district officials 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 office for your county, as listed at the end of 
this report.

Respectfully submitted,

Office of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Office of the State Comptroller
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Office of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Plainedge Union Free School District (District) is governed by the Board of Education 
(Board), which is composed of seven elected members. The Board is responsible for the general 
management and control of the District’s financial and educational affairs. The Superintendent of 
Schools (Superintendent) is the District’s chief executive officer and is responsible, along with other 
administrative staff, for the District’s day-to-day management under the Board’s direction. 

Responsibilities relating to the District’s finances, accounting records and reports are largely those of 
the Assistant Superintendent for Business and the Treasurer. The Board appoints a central treasurer to 
oversee all functions within the extra-classroom activity (ECA) funds, including the cash collection 
activities. An account clerk in the business office performs many of the central treasurer’s functions. 

The District operates five schools with 3,023 students and 645 employees. Projected expenditures for 
the 2016-17 fiscal year were $84.4 million, which were funded primarily with State aid, sales tax, real 
property taxes and grants.

Scope and Objective

The objective of our audit was to evaluate the District’s financial condition and ECA funds for the 
period July 1, 2015 through February 28, 2017. For financial condition, we extended our scope back 
to July 1, 2013 to analyze the District’s fund balance, budget practices and reserve fund trends. For 
ECA funds, we extended our scope forward to March 31, 2017 to review receipts. Our audit addressed 
the following related questions:

•	 Did the Board and District officials ensure that fund balance and restricted funds were 
reasonable?

•	 Did the Board ensure that the duties of the faculty auditor and central treasurer were properly 
performed and that ECA cash receipts were adequately accounted for? 

Audit Results

District officials overestimated expenditures by a total of more than $15 million (6 percent) for fiscal 
years 2013-14 through 2015-16. Additionally, the District’s unrestricted fund balance was within the 
year-end statutory limit for unrestricted fund balance because District officials appropriated a total of 
$11.4 million (annual average of $3.8 million) of fund balance at the end of 2013-14 through 2015-
16. However, this appropriated fund balance was not always needed to finance operations because the 
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District had a total of $2.5 million in operating surpluses in two of the three subsequent fiscal years. 
When adding back unused appropriated fund balance, the District’s recalculated unrestricted fund 
balance was between 7.9 and 8.7 percent of the ensuing years’ appropriations, which exceeded the 
statutory limit in these two years.

The District maintained five reserve funds with balances totaling $23.3 million as of June 30, 2016; four 
were overfunded. During fiscal years 2013-14 through 2015-16, the District appropriated $4.2 million 
from reserve funds to offset expenditures in the budget. However, the District returned $1.8 million 
(43 percent) to the reserves although it had additional expenditures of $1.2 million which could have 
been charged to reserves. Instead, it funded these expenditures through the general fund. Additionally, 
the District did not have Board resolutions establishing two reserve funds. Finally, reserves are funded 
at the end of each fiscal year from excess fund balance instead of being included in the annual budget 
presented to District residents. 

District officials did not ensure that the ECA funds cash receipts process was administered in 
accordance with the District’s and Commissioner of Education’s guidelines. Specifically, the central 
treasurer did not issue pre-numbered duplicate receipts for all funds placed in her custody, and did not 
always deposit funds in a timely manner and sign school deposit forms. Additionally, the Board did 
not appoint a faculty auditor to reconcile the central treasurer’s records with the ECA clubs’ records. 
The central treasurer’s duties are generally performed by a clerk. Further, the ECA clubs did not 
prepare profit and loss statements. The ECA clubs also did not issue pre-numbered receipts or maintain 
supporting itemized records for cash collected. These discrepancies increase the risk that funds could 
be lost or misappropriated without detection.

Comments of District Officials

The results of our audit and recommendations have been discussed with District officials, and their 
comments, which appear in Appendix A, have been considered in preparing this report. District 
officials disagreed with certain findings in our report. Appendix B includes our comments on certain 
issues in the District’s response.
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Background

Introduction

Objective

Scope and
Methodology

The Plainedge Union Free School District (District) is located in the 
Town of Oyster Bay, Nassau County. The District is governed by the 
Board of Education (Board), which is composed of seven elected 
members. The Board is responsible for the general management 
and control of the District’s financial and educational affairs. The 
Superintendent of Schools (Superintendent) is the District’s chief 
executive officer and is responsible, along with other administrative 
staff, for the District’s day-to-day management under the Board’s 
direction. 

Responsibilities relating to the District’s finances, accounting records 
and reports are largely those of the Assistant Superintendent for 
Business and the Treasurer. The Board appoints a central treasurer 
to oversee all functions within the extra-classroom activity (ECA) 
funds, including the cash collection activities. An account clerk in the 
business office performs many of the central treasurer’s functions. 

The District operates five schools with 3,023 students and 645 
employees. Projected expenditures for the 2016-17 fiscal year were 
$84.4 million, which were funded primarily with State aid, sales tax, 
real property taxes and grants.

The objective of our audit was to evaluate the District’s financial 
condition and ECA funds for the period July 1, 2015 through February 
28, 2017. Our audit addressed the following related questions:

•	 Did the Board and District officials ensure that fund balance 
and restricted funds were reasonable?

•	 Did the Board ensure that the duties of the faculty auditor and 
central treasurer were properly performed and that ECA cash 
receipts were adequately accounted for? 

We examined the District’s financial condition and ECA funds for 
the period July 1, 2015 through February 28, 2017. For financial 
condition, we extended our scope back to July 1, 2013 to analyze 
the District’s fund balance, budget practices and reserve fund trends. 
For ECA funds, we extended our scope forward to March 31, 2017 to 
review receipts.  

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. Unless otherwise indicated in 
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Comments of
District Officials and
Corrective Action

this report, samples for testing were selected based on professional 
judgment, as it was not the intent to project the results onto the entire 
population. Where applicable, information is presented concerning 
the value and/or size of the relevant population and the sample 
selected for examination.

The results of our audit and recommendations have been discussed 
with District officials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. District officials 
disagreed with certain findings in our report. Appendix B includes 
our comments on certain issues in the District’s response.

The Board has the responsibility to initiate corrective action. 
Pursuant to Section 35 of General Municipal Law, Section 2116-a 
(3)(c) of New York State Education Law and Section 170.12 of the 
Regulations of the Commissioner of Education, a written corrective 
action plan (CAP) that addresses the findings and recommendations 
in this report must be prepared and provided to our office 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 fiscal year. For more information on preparing 
and filing 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 office.
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Financial Condition

The Board and District officials are responsible for properly managing 
the District’s finances. This responsibility includes adopting budgets 
with reasonable expenditure estimates, ensuring that unrestricted fund 
balance does not exceed the amount allowed by law, appropriating fund 
balance only to the extent necessary to fund District operations and 
ensuring reserves are legally established and reasonably funded. New 
York State Real Property Tax Law limits the amount of unrestricted 
fund balance a school district can retain to no more than 4 percent of 
the subsequent year’s budget. Accurate estimates help ensure that the 
real property tax levy is not greater than necessary and that the budget 
process is transparent.

District officials overestimated expenditures by a total of more than 
$15 million (6 percent) for fiscal years 2013-14 through 2015-16. 
To reduce fund balance and stay within the year-end statutory limit 
for unrestricted fund balance, District officials appropriated a total 
of $11.4 million to fund subsequent years’ budgets. However, it was 
not always needed to finance operations because the District had a 
cumulative operating surplus of $2.5 million for two of the three 
fiscal years.1 The appropriated fund balance was used in 2015-16 
because the District had an operating deficit of $4.2 million. When 
adding back unused appropriated fund balance in these two years, 
the District’s recalculated unrestricted fund balance exceeded the 
statutory limit by 4.7 percentage points and 3.9 percentage points at 
the completion of the 2013-14 and 2015-16 fiscal years, respectively. 

The District maintained five reserve funds with balances totaling 
$23.3 million as of June 30, 2016, four of which were overfunded. 
During fiscal years 2013-14 through 2015-16, the District 
appropriated $4.2 million from reserve funds to offset expenditures in 
the budget. However, the District returned $1.8 million (43 percent) 
to the reserves although it had additional expenditures of $1.2 million 
which could have been charged to reserves. Instead, it funded these 
expenditures through the general fund. Additionally, the District did 
not have Board resolutions establishing two reserve funds. Finally, 
reserves are funded at the end of each fiscal year from excess fund 
balance instead of being included in the annual budget presented to 
District residents. 

1	 Fiscal years 2014-15 and the District’s projected 2016-17.
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When preparing the budget, the Board must estimate revenues, 
expenditures and the amount of fund balance that will be available 
at year-end, some or all of which may be used to fund the ensuing 
year’s appropriations. Revenue and expenditure estimates should be 
developed based on prior years’ operating results, past expenditure 
trends, anticipated future needs and available information related 
to projected changes in significant revenues or expenditures. 
Unreasonable budget estimates may mislead District residents and 
can significantly impact the District’s year-end unrestricted fund 
balance and financial condition. 

We compared the District’s budgeted revenues and expenditures with 
actual results of operations for 2013-14 through 2015-16. Estimated 
revenues were reasonable and generally close to actual revenues 
received.2 However, District officials consistently presented, and the 
Board approved, budgets which overestimated appropriations for each 
of the three fiscal years. District officials overestimated expenditures 
by as much as $6.9 million, for a total of $15.1 million (6 percent) 
from the 2013-14 through 2015-16 fiscal years (Figure 1). 

Overestimated  
Expenditures

2	 Actual revenues were less than 1 percent more than budgeted revenues over the 
three fiscal years reviewed. 

3	 District officials provided us with projections for the results of operations for the 
2016-17 fiscal year as of May 31, 2017.

Figure 1: Overestimated Appropriations

Fiscal Year Appropriationsa Actual 
Expenditures

Overestimated 
Appropriations

Percentage 
Overestimatedb 

2013-14 $86,969,241 $80,113,101 $6,856,140 9%

2014-15 $89,413,492 $84,863,386 $4,550,106 5%

2015-16 $91,157,459 $87,496,174 $3,661,285 4%

Total $267,540,192 $252,472,661 $15,067,531c 6%

a	 Includes year-end encumbrances from the prior fiscal year. Includes transfers to other 
funds.

b	 Overestimated appropriations divided by actual expenditures 
c	 Actual expenditures include a total of $25,530,082 of transfers to other funds, of which 
$13,883,226 was included in the original budget. During each of the fiscal years, District 
officials modified the budget to include transfers from reserves to cover the majority 
of these additional interfund transactions. Without the additional $11,646,856 of these 
interfund transactions, the overestimated appropriations would be $26.7 million (11 
percent).

Significant portions of overestimated appropriations for the three 
years reviewed were for employee benefits ($8.3 million), programs 
for children with disabilities ($5.9 million) teaching regular school 
($3.6 million), pupil transportation ($2.5 million) and central services 
($2.4 million). Based upon District officials’ projections,3 they will 
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have overestimated expenditures by a total of $8.5 million (10 
percent) at the end of the 2016-17 fiscal year. 

Because of this overestimation of expenditures, District officials 
are projecting an operating surplus of $2.5 million. Therefore, they 
will not use the $3.6 million appropriated fund balance. District 
officials informed us that some of the variances are due to uncertainty 
with additional children and bus routes in the District. Budgeting 
practices that continually overestimate expenditures may result in the 
accumulation and retention of excessive funds, resulting in tax levies 
that are higher than necessary.

Unrestricted fund balance that exceeds the 4 percent statutory limit 
should be used to lower real property taxes, increase necessary 
reserve funds, pay for one-time expenditures or pay down debt. When 
fund balance is appropriated as a funding source, it reduces the fund 
balance included in the 4 percent calculation and the expectation is 
that there will be a planned operating deficit in the ensuing fiscal year, 
financed by the amount of the appropriated fund balance. Conversely, 
an operating surplus (when budgeted appropriations are not fully 
expended, expected revenues are greater than estimated or both) 
increases the total year-end fund balance and can indicate that budgets 
are not reasonable. It is not sound practice for District officials to 
adopt annual budgets that appropriate fund balance or reserve funds 
with an appearance of circumventing the statutory limit. 

The District reported year-end unrestricted fund balance at levels that 
complied with the 4 percent fund balance limit for fiscal years 2013-
14 through 2015-16 (Figure 2). This was accomplished, in part, by 
the Board appropriating fund balance totaling $11.4 million during 
the three fiscal years reviewed, an average of $3.8 million per year.  

Unrestricted Fund Balance

Figure 2: Unused Fund balance
2013-14 2014-15 2015-16

Reported Unrestricted Fund Balance $3,538,533 $3,607,405 $3,660,277

Subsequent Year’s Budgeted Appropriations $88,463,342 $90,185,141 $91,509,907

Unrestricted Funds as Percentage of the 
Subsequent Year’s Budget 4.0% 4.0% 4.0%

Add: Unused Appropriated Fund Balance to Fund 
Subsequent Year’s Budget $4,199,618 $0 $3,561,842

Recalculated Unrestricted Fund Balance $7,738,151 $3,607,405 $7,222,119

Recalculated Fund Balance as a Percentage of 
the Subsequent Year’s Budget 8.7% 4.0% 7.9%
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The appropriation of fund balance should have resulted in operating 
deficits each year. However, because expenditures were overestimated, 
there was an operating surplus in two of the three ensuing years.4  
There was an operating deficit in 2015-16 totaling $4.2 million.5  The 
District had an operating surplus in 2014-15 of about $7,000 and is 
projecting an operating surplus in 2016-17 of $2.5 million. Therefore, 
the appropriated fund balances of $4.2 million and $3.6 million were 
not needed to fund District operations in the 2014-15 and 2016-17 
fiscal years. When adding back unused appropriated fund balance 
in these two years, the District’s recalculated unrestricted fund 
balance exceeded the statutory limit by 4.7 percentage points and 3.9 
percentage points at the completion of the 2013-14 and 2015-16 fiscal 
years, respectively. 

The practice of planning operating deficits by appropriating unrestricted 
fund balance that was not always needed to finance operations is, in 
effect, a reservation of fund balance that is not provided for by statute 
and a reduction of the fund balance included in the 4 percent statutory 
limit calculation. As a result, the Board may have levied more taxes 
than necessary to fund the District’s operations. 
 
Fund balance may be restricted for particular purposes or appropriated 
to reduce the real property tax levy. Reserve funds may be established 
by Board action, in accordance with applicable laws, and only used to 
provide financing for specific purposes. When the Board establishes 
reserve funds, it is important that it develops a plan for funding them. 
This can be outlined in the resolution establishing each fund or in a 
written policy that communicates to residents why the money is being 
set aside, the Board’s financial objectives for the reserves, optimal 
funding levels and conditions under which the assets will be used. 
Ideally, transfers to reserve funds should be included in the annual 
budget instead of routinely using surplus funds to increase reserves at 
year-end. Generally, school districts are not limited as to how much 
money they can maintain in reserves. However, reserve balances 
should be reasonable. Funding reserves at greater than reasonable 
levels essentially results in real property tax levies that are higher 
than necessary.  

The District maintained five reserves with balances totaling $23.3 
million as of June 30, 2016: retirement contribution ($7.7 million), 
capital ($7.6 million), Employee Benefit Accrued Liability Reserve 
(EBALR) ($4.2 million), unemployment insurance ($2.4 million) 

Reserve Funds

4	 The District appropriated $3.7 million to fund 2013-14 operations; however, 
there was an operating surplus of $1.8 million that year.

5	 The District appropriated $3.7 million to fund the operating deficit in the 2015-16 
fiscal year that was predominantly due to the overestimation of State aid revenues 
of about $2.4 million. 
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and workers’ compensation ($1.4 million). District officials could 
not provide Board resolutions establishing the EBALR and workers’ 
compensation reserves. Although there were resolutions for the 
establishment of the other reserves, the Board did not establish 
financial objectives for each reserve or when the reserves would be 
used and the specific funding levels, with the exception of capital 
reserve. Additionally, the Board did not include provisions in the 
budget for funding reserves. Instead, the Board passed resolutions 
at the end of each fiscal year to increase reserves with operating 
surpluses. A more transparent method would be to include an 
appropriation to increase reserves in the budget presented to residents 
for approval. We analyzed the reasonableness of the balances in each 
of the reserves. 

•	 The retirement reserve had a balance of $7.7 million as of June 
30, 2016. The District’s average annual retirement contribution 
expenditures from fiscal years 2013-14 through 2015-16 were 
$1.2 million. Therefore, the retirement reserve balance is 
more than six times the average annual expenditure. During 
the three fiscal years reviewed, the District appropriated a total 
of $2.3 million into the budget from the retirement reserve to 
fund retirement expenditures, of which $1.5 million was used. 
Retirement costs totaled $3.6 million; therefore, $2.1 million 
of retirement costs were paid from the general fund. District 
officials returned a total $849,725 back to the reserve although 
they could have used these funds to pay related expenditures. 

•	 The EBALR is used to finance cash payments to employees 
for accrued and unused sick, vacation and certain other leave 
time owed to them when they leave District employment. 
This reserve had a balance of $4.2 million as of June 30, 2016. 
The District’s compensated absence liability associated with 
this reserve was $3.6 million as of June 30, 2016. The reserve 
was therefore overfunded by more than $600,000. In the 
2013-14 fiscal year, District officials appropriated $130,000 
to fund related expenses which amounted to $154,136 during 
that fiscal year; however, they returned the entire amount 
appropriated back to the reserve. Additionally, during the 
2014-15 fiscal year, District officials appropriated $130,000 
from the reserve, but the total related expenditures amounted 
to $91,716. The difference of $38,284 was not returned to the 
reserve. 

•	 School districts that have elected to make payments in lieu 
of contributions to the State Unemployment Insurance Fund 
(SUIF) are authorized by General Municipal Law (GML) 
to establish an unemployment insurance reserve. Payments 
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are made to reimburse the SUIF for the actual amount of 
unemployment insurance benefits paid to claimants and 
charged to the District’s account. If, at the end of any fiscal 
year, the amount of the fund exceeds the amount required 
to be paid into the SUIF, plus any additional amount to pay 
all pending claims, the Board, within 60 days of the close of 
the fiscal year, may elect to transfer all or part of the excess 
amount to another authorized reserve fund or apply the excess 
to the ensuing year’s budgeted appropriations. The District’s 
unemployment insurance reserve balance was $2.4 million as 
of June 30, 2016. However, the annual average expenditures 
for the last three years were $17,795 (for a three-year total of 
$53,386). As such, the current reserve balance is more than 
137 times the average annual expenditure. Additionally, the 
District appropriated $100,000 from the reserve each year 
during the 2013-14 and 2014-15 fiscal year and returned a 
total of $187,657 to the reserve. Only $12,343 was used from 
the reserve (1 percent of the balance) to pay for unemployment 
costs; the remaining $41,043 was paid from the general fund. 

•	 The workers’ compensation reserve is authorized by GML to 
pay for workers’ compensation costs and to pay the expenses to 
administer a workers’ compensation self-insurance program. 
As of June 30, 2016, the workers’ compensation reserve had a 
balance of $1.4 million. During the three fiscal years reviewed, 
the District appropriated $1.25 million and charged $636,078 
of related costs to the reserve. District officials returned the 
remaining $614,000 to the reserve although they could have 
charged an additional $229,813. Instead, this amount was 
paid from the general fund. The District’s liability was $1.2 
million as of June 30, 2016. As such, the reserve fund balance 
as of June 30, 2016 was $224,000 more than the liability. 

The District has taken measures to reduce reserve balances by 
transferring $2.6 million from the workers’ compensation reserve 
and $2.5 million from the retirement reserve during the 2014-15 
fiscal year to the District’s capital reserve. However, the reserves 
are still overfunded as of June 30, 2016. By maintaining reserves 
that are significantly overfunded, the Board has withheld funds 
from productive use, unnecessarily levied taxes and reduced the 
transparency of District finances.

The Board and District officials should:

1.	 Adopt budgets that include reasonable estimates for 
appropriations. 

Recommendations



12                Office of the New York State Comptroller12

2.	 Discontinue adopting budgets that result in the appropriation 
of fund balance that is not needed to fund District operations.

3.	 Ensure that each reserve fund is established by a Board 
resolution that includes the financial objective for the reserve 
and conditions under which it will be used.

4.	 Use surplus funds as a financing source for: 

a.	 Funding one-time expenditures

b.	 Funding needed reserves

c.	 Paying off debt

d.	 Reducing District property taxes.

5.	 When statutorily allowed, charge related costs to reserves 
appropriated in the budget.

6.	 Ensure that annual proposed budgets include the amounts of 
appropriated fund balance planned to fund reserves as a way 
to enhance transparency to residents. 
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Extra-Classroom Activity Funds

The Regulations of the Commissioner of Education (Regulations) of 
the New York State Education Department (SED) were formulated to 
help safeguard extra-classroom activity (ECA) funds.  Regulations 
require the Board to safeguard, account for and audit all ECA money 
received and derived from extra-classroom activities. This includes 
adopting and implementing policies and procedures that describe the 
records District personnel and students must maintain, and the duties 
and control procedures that they must use.  

The Regulations require that the central treasurer issue a duplicate 
receipt whenever possible when collecting funds from the ECA clubs. 
If pre-numbered receipts are not practical, the student treasurer and 
club advisor should devise a method whereby the exact amount to be 
realized by the sale is determined in advance. Both the Regulations and 
the District’s regulations and guidelines require that two independent 
sets of records of receipts and expenditures be maintained: one set 
maintained by the central treasurer and one set by the ECA club. The 
Board should appoint a faculty auditor to oversee the management of 
ECA funds by comparing the balance on the ECA club’s ledger with 
the balance listed on the central treasurer’s report and investigating any 
differences. The Regulations require that a profit and loss statement 
be prepared for all activities that require admissions. Additionally, the 
District’s regulations and guidelines require a profit and loss statement 
be prepared for all money received from fundraising activities. 

Each club elects an activity (student) treasurer to collect all money, 
pay bills and maintain a ledger with a running balance. A faculty 
advisor is appointed for each club to advise and assist the activity 
treasurer. The District’s written guidelines to the ECA clubs requires 
the student treasurers and faculty advisors to deposit funds with the 
central treasurer within two weeks of receiving them. Although the 
District’s guidelines do not specify when the central treasurer should 
deposit funds, deposits should be made as soon as possible to prevent 
loss and misuse. 
 
The Board annually appointed a central treasurer6 as the custodian of 
all extra-classroom activity funds. However, a clerk from the business 
office − not the central treasurer appointed for the 2016-17 fiscal year 
− performed many of the central treasurer’s duties. The clerk received 
funds from the faculty advisors, signed the school deposit form in 
place of the central treasurer, recorded deposits, prepared bank 

6	 There were two different central treasurers during our audit period. One was 
appointed in 2015-16 and one was appointed in 2016-17.
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deposits and reconciliations and prepared quarterly reports. However, 
the central treasurer signs the bank reconciliation and reviews the 
quarterly report package for the Board. He also provides guidance to 
the clerk on ECA issues as needed. By allowing the central treasurer to 
not be accountable for his duties, District officials cannot be assured 
that ECA clubs’ financial activities are adequately administered and 
all money is being accounted for. We also found that the Board did 
not appoint a faculty auditor. As a result, there is no independent 
comparison of the ECA club ledgers with the balance on the central 
treasurer’s report. 

The District’s 44 ECA clubs had $269,000 in receipts for the 2015-
16 fiscal year and $225,267 from July 1, 2016 - March 31, 2017. 
We reviewed receipts totaling $136,884 from six clubs7 and found 
no discrepancy between the clubs’ records and the central treasurer’s 
report. While there was no indication that funds were misappropriated, 
we found that club records were not sufficiently documented, the 
central treasurer did not issue duplicate receipts, and deposits were 
not made in a timely manner.8   

Club Records – The faculty advisors do not prepare a profit and loss 
statement as required by the District’s policy and SED guidelines. 
Additionally, the faculty advisors in five of the six clubs reviewed, 
with deposits totaling $123,055, did not ensure that cash collections 
contained supporting documentation, such as a ledger with a daily 
running balance or applicable pre-numbered receipts, to document the 
source, date, amount and purpose of cash. The one club that did have 
supporting documentation had support for receipts totaling $10,850 
in the 2015-16 fiscal year, while the deposits totaled $13,829. No 
other documentation was available for the additional $2,979. When 
faculty advisors do not maintain adequate documentation to support 
collections, the central treasurer is unable to ensure that all money 
collected for the ECA clubs is accounted for and properly remitted for 
deposit in a timely manner.
 
Central Treasurer’s Receipts − The central treasurer did not issue 
duplicate receipts when money was collected from the club advisors. 
Although a clerk prepares electronic receipts, the faculty advisors do 
not receive a copy of the receipt for the money they turned over to the 
central treasurer. The clerk retains these receipts as part of her reports. 
The clerk also signs the school deposit form (form) when funds are 
collected and provides a copy to the clubs for their records. The form 

7	 See Appendix B for information on our sampling methodology.
8	 The central treasurer and the ECA clubs not issuing pre-numbered receipts, funds 

not being deposited timely and the Board not appointing a faculty auditor were 
discussed in our previous report of the District, 2011M-32: Internal Controls 
Over Selected Financial Operations, issued in August 2011.
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indicates the name of the ECA club, the activity for which the funds 
were collected, and the total and the composition of the funds (i.e., 
bills, coins and checks). The form requires the date and signatures 
of the student treasurer and faculty advisor when they count funds. 
However, the former central treasurer did not always sign the form. 
We identified six deposits totaling $6,879 from 24 deposits totaling 
$71,430 in the 2015-16 fiscal year that were not signed by the former 
central treasurer. Without documentation of the collections, the 
central treasurer is unable to ensure that all money collected for the 
extra-classroom activities are accounted for and properly remitted for 
deposit. 

Timely Deposits – The District issued guidelines to ECA club advisors 
requiring them to deposit funds with the central treasurer within two 
weeks. Since the central treasurer has to record and prepare deposits, 
these guidelines do not allow for funds to be deposited in the bank in 
a timely manner. Each form has a date to indicate when the student 
treasurer and club advisor count funds. Additionally, there is another 
date that the central treasurer told us usually represents the day when 
the ECA club brings the funds to the clerk in the business office. After 
an official count is made, the clerk signs the form. Because there is 
no supporting documentation of the initial collection of funds, the 
District did not have the exact dates that the ECA clubs collected 
the cash to determine whether the collections were remitted to and 
deposited by the central treasurer in a timely manner. Instead, we 
compared the date that the student treasurer and club advisor counted 
the funds with the bank deposit dates. 

We reviewed a total of 36 deposits from six ECA clubs totaling 
$136,844 and found that money was not always deposited timely. 
Specifically, four deposits totaling $10,060 were made 12 to 14 
days after the deposit forms were signed by the faculty advisor. For 
example, a deposit totaling $500 was signed by the faculty advisor 
on January 6, 2016, remitted to the central treasurer on January 15, 
2016, and deposited by the central treasurer on January 19, 2016, four 
days later.  Although the funds were remitted to the central treasurer 
within the 10 days required by the guidelines, the funds were held 
13 days in total. Another deposit totaling $1,340 was signed by the 
faculty advisor on February 1, remitted to the central treasurer on 
February 14 and deposited on February 15. In this instance, the faculty 
advisor held the funds for 13 days before remitting them to the central 
treasurer. When funds are not deposited in a timely manner, there is 
an increased risk that ECA money could be lost or misused. 
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The Board should:

7.	 Have the faculty advisors ensure that pre-numbered receipts 
are issued when funds are collected. If not practical, the Board 
should devise a method to document the amount expected to 
be realized in advance.

8.	 Require the central treasurer to provide a copy of the treasurer’s 
receipt to each faculty advisor. 

9.	 Appoint a faculty auditor to reconcile the central treasurer’s 
books with the ECA clubs’ books.

10.	Ensure that ECA clubs prepare the profit and loss statement.

District officials should:

11.	Consider revising ECA guidelines to allow for receipts to 
be deposited in the bank in a timely manner. The guidelines 
should provide guidance from the time the ECA clubs initially 
collect funds to when the funds are deposited in the bank. 

12.	 Ensure that the individual appointed as central treasurer signs 
the school deposit form when funds are collected from the 
ECA clubs.

Recommendations
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District officials’ response to this audit can be found on the following pages.  
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See
Note 1
Page 38
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Note 2
Page 38
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APPENDIX C

OSC COMMENTS ON THE DISTRICT’S RESPONSE 

Note 1

We did not modify the facts in the draft report; therefore, the issuance of a revised draft report was not 
necessary.

Note 2

Our audit included a review of the District’s fund balance, budget practices and reserve fund trends, 
and the analysis of revenue and expenditure trends and results of operations. As stated in our report, 
District officials’ practice of overfunding reserves, overestimating expenditures and appropriating fund 
balance that was not actually needed reduces the transparency of the District’s budget and finances. 

Note 3

Since the District did levy property taxes in fiscal year 2017-18, we assume that District officials 
intended to say that the tax levy increase was 0 percent.

Note 4

OSC’s guidance regarding budgeting9 recommends that local governments and school districts be 
conservative and consider historical trends and current economic factors. The guidance does not 
recommend employing budget practices such as trends of informing residents in budget documents 
that there will be a planned operating deficit and then not needing the appropriated fund balance due 
to ongoing overestimation of expenditures. 

Note 5

The OSC Fiscal Stress Monitoring System takes a number of factors into consideration when rating a 
school district’s level of fiscal stress. Regardless of whether or not a district is rated in a fiscal stress 
category, it should not circumvent Real Property Tax Law by appropriating fund balance that is not 
needed to fund operations and by increasing reserves that are overfunded. 

Note 6

Our report does not suggest that the District should operate at a deficit. However, when fund balance is 
appropriated in the budget as a funding source, the expectation is that there will be a planned operating 
deficit, which is financed by the appropriated fund balance. Furthermore, although District officials do 
not believe it is prudent financial management to spend down reserves to lower levels, reserves levels 
must be reasonable. As stated in our report, four of the five reserves were overfunded in relation to 
the liabilities or trend of annual expenditures.  Overfunded reserves are an indication of tax levies that 
were higher than necessary.
9	 http://www.osc.state.ny.us/localgov/pubs/lgmg/multiyear.pdf
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Note 7

District officials should adjust their estimations of future costs based on an assessment of actual 
prior history of expenditures and current economic factors. The District’s response acknowledges 
that appropriations for potential unforeseen expenditures are built into the budget. District officials 
should not conceal contingency amounts in inflated expense projections. These amounts have not 
been needed because appropriations were overestimated for the years we reviewed. Additionally, the 
routine appropriation of fund balance for contingencies is not appropriate. When those funds are not 
needed, the budget is misleading and reduces transparency because it indicated that the money would 
be used to finance operations.  

Note 8

When fund balance is appropriated, the anticipation is that there will be an operating deficit. 
Appropriated fund balance has not been used for two of the three fiscal years reviewed. This budgeting 
practice is misleading and may have resulted in a tax levy that is higher than necessary. 

Note 9

While the appropriation of fund balance is a lawful budget tool to support appropriations in the 
adopted budget, the expectation is that there will be a planned operating deficit which is funded by 
the appropriated fund balance. The District appropriated fund balance that was not needed to fund 
operations and has overfunded reserves. 

Note 10

Regardless of the circumstances and challenges faced by the District, District officials should present 
annual budgets that are transparent to District residents. We also note that the circumstances and 
challenges faced by the District are similar to those faced by many, if not most, school districts. 

Note 11

Our review of the reserve balances in relation to their annual expenditures and liabilities showed that 
four reserves were overfunded. 

Note 12

After the end of our fieldwork, District officials provided us with additional budget documents at 
the exit conference. We reviewed these documents, which identified the itemized reserves to be 
used to fund related expenditures in the budget for the 2013-14 and 2015-16 fiscal years.  We were 
not provided with any documents showing how much was planned to be transferred into any of the 
reserves. Although District officials indicate that the District’s website and the budget documents 
provide information regarding the budget and the use of the reserves, the funding of the reserves 
was not included in the original budgets. Instead, the Board passed resolutions to fund reserves with 
operating surplus at the end of each fiscal year. As a result, transfers to the reserves were made without 
sufficiently informing residents of the Board’s intent to increase reserve funds.  



40                Office of the New York State Comptroller40

Note 13

Funding reserves which are not needed and appropriating fund balance which is not actually needed 
to fund operations because expenditures are overestimated − as District officials include contingency 
amounts in inflated expense projections − in effect results in the statutory limitation of unrestricted 
fund balance being circumvented. 

Note 14

Appropriating fund balance should result in lower real property taxes. However, when the appropriated 
fund balance is not used because District officials inflate expense projections, property taxes are not 
effectively lowered. 

Note 15

When reserves are appropriated as a funding source for expenditures, there is an expectation that 
they will be used for relevant expenditures.  During the audit period, District officials appropriated 
funds from the reserves; however, they returned $849,725, $130,000, and $229,813 to the retirement, 
EBALR, and workers’ compensation reserves, respectively. These amounts could have been used to 
pay for related costs. Instead, these additional costs were paid from the general fund.  

Note 16 

Including additional funding to the reserves in the budget enhances transparency to District residents. 
Although District officials indicate that the District’s website and the budget documents provide 
information regarding the budget and the use of the reserves, the funding of the reserves was not 
included in the original budgets. Instead, the Board passed resolutions to fund reserves with operating 
surplus at the end of each fiscal year. 

Note 17

Reserves should be funded based upon General Municipal Law and relevant statutes and should be 
reasonably funded based upon past expenditures and liabilities. 

Note 18 

Our recommendation is to enhance transparency to District residents by including an appropriation 
in the annual budget to fund reserves instead of including contingency amounts in inflated expense 
projections, resulting in surplus. 

Note 19

During our audit period ending March 31, 2017, a clerk from the business office, not the Board-
appointed central treasurer, signed the school deposit forms when funds were collected from ECA 
clubs. 
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Note 20

Comments in the report are not based upon budgeting philosophy but on Real Property Tax Law, laws 
relating to establishing, maintaining and funding reserve funds, and good business practice. 



42                Office of the New York State Comptroller42

APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

To achieve our audit objectives and obtain valid evidence, we performed the following procedures:

•	 Reviewed audited financial statements from fiscal years 2012-13 through 2015-16 for the 
ensuing year’s budget, changes in reserve funds, unused reserves, appropriated fund balances 
and encumbrances, and operating surplus or deficit.

•	 Reviewed appropriation and revenue status reports for 2013-14 through 2016-17 for the 
individual function codes with five largest variances.

•	 Reviewed Board resolutions for the establishment of District reserves and approval for the 
funding of reserves.

•	 Reviewed the budget booklets for the 2013-14 through 2016-17 fiscal years to verify 
appropriated fund balance and reserves.

•	 Reviewed the revenue budget for the 2017-18 fiscal year to determine appropriated fund 
balance and appropriated reserves.

•	 Reviewed the District’s 2016-17 projections to determine whether it is expecting an operating 
surplus or deficit.

•	 Projected unrestricted fund balance as of June 30, 2017 based upon the projected results 
of operations for 2016-17, appropriated fund balance, appropriated reserves and additional 
funding of reserves. 

•	 Reviewed District regulations and guidelines and the Commissioner of Education Regulations 
regarding ECA funds to determine whether District officials monitored and enforced the 
required and recommended cash collection procedures. 

•	 Interviewed the faculty advisors, central treasurer, clerk from the business office and Assistant 
Superintendent for Business to determine the processes regarding the collection and deposit of 
ECA funds. 

•	 Obtained the population of cash receipts for the ECA clubs for the 2015-16 fiscal year and from 
July 1, 2016 through March 31, 2017.  The total populations were $269,000 and $225,267, 
respectively.  

•	 From the total population of cash receipts, we selected the clubs with the four highest dollar 
amount of receipts in the 2015-16 fiscal year and with the two highest dollar amount of receipts 
from July 1, 2016 through March 31, 2017. From each club selected, we selected the six receipts 
with the highest dollar amounts. We traced the receipts from the school deposit form through 
to the bank deposit receipt to determine whether amounts collected were intact, complete and 
timely.
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We conducted this performance audit in accordance with GAGAS. Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for our findings and conclusions based on our audit objective. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Office of the State Comptroller
Public Information Office
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

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