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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
January 2015

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 the Board of Commissioners 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 Town of Hempstead Sanitary District Number Six, entitled 
Professional Services and Fuel. 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 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 Town of Hempstead Sanitary District Number Six (District) is located in the County of Nassau and 
provides refuse and recycling pickup services to 32,000 homes. The District is governed by an elected 
six-member Board of Commissioners (Board). The District’s total expenses for the 2012 fi scal year 
were $25,907,430, funded primarily through property taxes. The District’s budgeted appropriations 
for the 2013 fi scal year were $27,514,724.

Scope and Objective

The objective of our audit was to review the District’s procurement of professional services and 
maintenance of fuel inventories for the period January 1, 2012 through April 30, 2013. Our audit 
addressed the following related questions:

• Did the District use competitive methods when procuring professional services?

• Did the Board ensure that District’s fuel records were accurate and all fuel was accounted for?

Audit Results

General Municipal Law requires local governments to establish policies, including the use of requests 
for proposals, for the procurement of goods and professional services that are not subject to competitive 
bidding. An exception to this requirement is allowed if the local government determines alternative 
proposals or quotations will not be in the best interest of the local government. Because the Board-
adopted procurement policy does not require the use of competitive methods for professional services, 
District offi cials did not seek competition for the services of 12 professional service providers.1 The 
District paid a total of $274,447 to 11 of these providers2 during our audit period. District offi cials 
have used fi ve of these providers, who were paid a total of $123,200 during our audit period, for as 
long as 10 to almost 30 years. Further, District offi cials paid three professional service providers a 
total of $44,775 even though there were no written contracts or detailed Board resolutions for these 
professionals to establish the services to be provided or the basis for compensation. One of these 
providers, a former Board Secretary,  was paid $2,400 per month as a consultant, or $38,400 during 
the audit period, without a written contract or detailed Board resolution describing the services to 
be provided or the basis for compensation. The failure to solicit competition and defi ne the services 
to be obtained increases the risk that the District will not obtain professional services upon the most 

1 Professional services included accounting, auditing, legal, medical and actuarial services, services of an insurance 
broker, asset appraisal and information technology consulting services.

2 During the audit period, one of the 12 providers was retained for auditing services but had not yet submitted an invoice 
to the District.
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favorable terms and conditions, and without favoritism. In addition, there is an increased risk that 
the District will pay for services that have not been received or do not comply with the agreed upon 
conditions and rates.  
 
The Board did not develop policies and procedures to achieve adequate safeguards of the District’s 
fuel inventories, such as the maintenance of accurate and timely fuel delivery and usage records. As 
a result, fuel records were not accurate and fuel was not properly accounted for. For example, from 
September 1, 2012 through February 28, 2013, the District used 82,778 gallons of diesel fuel and 5,786 
gallons of gasoline at a cost of $310,262. We found discrepancies between the inventory records and 
the delivery invoices totaling 1,321 gallons of diesel fuel and 235 gallons of gasoline. In addition, we 
calculated the ending inventory at February 28, 3013 and found that the District’s inventory records 
did not account for 515 gallons of diesel fuel and 40 gallons of gasoline at a cost of $1,942. At the exit 
discussion, additional documentation was provided to us to account for all but an immaterial amount 
of these differences. However, because the District does not reconcile the book inventory system to 
delivery and usage records, these differences were not documented, investigated and corrected until 
after we brought them to the attention of District offi cials. Therefore, during our audit period, District 
offi cials did not have assurance that all fuel was accounted for. 
 
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

Objective

Scope and
Methodology

Comments of
District Offi cials and
Corrective Action

The Town of Hempstead Sanitary District Number Six (District) is an 
independent special district located in Nassau County. The District is 
governed by an elected six-member Board of Commissioners (Board). 
It is the largest special district in New York State, providing refuse 
and recycling pickup services to 32,000 homes in Elmont, Franklin 
Square, North Valley Stream, Garden City South, Lakeview, South 
Floral Park, West Hempstead and a portion of Malverne. The District’s 
total expenses for the calendar year 2012 were $25,907,430, funded 
primarily from property taxes. The District’s budgeted appropriations 
for fi scal year 2013 were $27,514,724.  

The Board is responsible for the general management and control of 
the District’s fi nancial affairs including the selection of professional 
service providers. The Board Secretary, as chief administrative offi cer, 
is responsible for the general management of the District’s operations, 
including fuel inventory management, under the Board’s direction. 
The Treasurer, as chief fi scal offi cer, is responsible for the receipt 
and custody of District funds, for disbursing and accounting for those 
funds, and for preparing monthly and annual fi nancial reports. 

The objective of our audit was to review the District’s procurement of 
professional services and maintenance of fuel inventories. Our audit 
addressed the following related questions:

• Did the District use competitive methods when procuring 
professional services?

• Did the Board ensure that District’s fuel records were accurate 
and all fuel was accounted for?

We examined the District’s procurement of professional services 
and maintenance of fuel inventories for the period January 1, 2012 
through April 30, 2013.

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

The results of our audit and recommendations have been discussed 
with District offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 
disagreed with the fi ndings and recommendations in our report. 
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Appendix B includes our comments on the issues raised in the 
District’s response letter.

The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of the General 
Municipal Law. 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 
Secretary’s offi ce.  
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Professional Services

General Municipal Law (GML) requires the Board to adopt written 
policies and procedures for the procurement of goods and services, 
such as professional services, that are not subject to competitive 
bidding requirements. GML states that goods and services that are not 
required by law to be bid must be procured in a manner to assure the 
prudent and economical use of public moneys in the best interests of 
the taxpayers. It further provides that the Board require in its policies 
and procedures that, with certain exceptions, the District secure 
alternative proposals through a request for proposals (RFP) process 
or quotations for such goods and services, including professional 
services. One exception is for circumstances when, or types of 
procurements for which the District has determined alternative 
proposals or quotations will not be in the best interests of the District. 

While the GML permits local governments to set forth in their 
policies the circumstances when or the types of procurements for 
which the local government has determined RFPs will not be in the 
best interests of the local government, we believe using a competitive 
method, such as an RFP process, would help ensure that the District 
obtains needed qualifi ed services upon the most favorable terms and 
conditions, and in the best interest of the taxpayers. Furthermore, 
written contracts or detailed Board resolutions are essential for 
establishing the professional services to be provided, the time frames 
for those services, the basis for compensation and other terms and 
conditions. The use of a fair and open competitive process, written 
contracts and detailed Board resolutions provide taxpayers with the 
greatest assurance that services of desired quality are being acquired 
on the most favorable terms and conditions and that procurements are 
not infl uenced by favoritism, extravagance, fraud or corruption.  

The District has adopted a procurement policy.3 However, the policy 
does not require the solicitation of competition before awarding 
professional service contracts. Rather, the policy states that it may not 
be in the best interest of the District to solicit quotations or proposals 
for professional services or services requiring special or technical 
skill, training or expertise. It further states that the provider must 
be chosen based on accountability, reliability, responsibility, skill, 
education and training, judgment, integrity and moral worth. As a 
result, the Board did not solicit competition, such as by issuing RFPs, 
when procuring professional services.  

3 The procurement policy that was originally adopted November 22, 1995 and 
amended November 3, 1999 is readopted annually.
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District offi cials did not seek competition for the services of 12 
professional service providers.4 The District paid a total of $274,447 
to 11 of these providers5 during our audit period. We reviewed claims 
paid to each of these providers, totaling $74,454,6 and found that the 
Board did not periodically seek competition for these professional 
services. Further, the District has contracted with fi ve of these 
providers in excess of 10 years without soliciting competition. The 
District has continuously used the same attorney for certain services 
since 1999, an employee assistance specialist since 1998, an asset 
appraisal service since 1993, an insurance broker since 1996 and an 
accountant since 1986 (almost 30 years) without seeking competition. 
These providers were paid a total of $123,200 during the audit period. 
 
We also found the District did not enter into written contracts or pass 
detailed Board resolutions to describe the services to be provided 
or the basis for compensation for three of the professional service 
providers, who were paid a total of $44,775 during our audit period:  
 

• A former Secretary to the Board who was paid $2,400 per 
month as a consultant or $38,400 during the audit period,   

• A physician who was paid $3,375 and

• An asset appraisal company was paid $3,000. 

The District’s failure to solicit competition for professional services 
may result in the District obtaining services that are not upon the 
most favorable terms and conditions, and without favoritism. The 
lack of written contracts or detailed Board resolutions to describe the 
services to be provided and the basis for compensation prevents the 
Board from properly auditing claims to determine if the fees charged 
are correct. There is also a greater risk that the District will pay for 
services that it has not received or for services that do not comply 
with agreed upon conditions and rates.  

The Board should:

1. Consider revising the District’s procurement policy to ensure it 
provides guidance for procuring professional services through a 
competitive process. 

4 Professional services included accounting, auditing, legal, medical and actuarial 
services, services of an insurance broker, asset appraisal and information 
technology consulting services.

5 During the audit period, one of the 12 providers was retained for auditing services 
but had not yet submitted an invoice to the District.

6 We selected the claim with the largest dollar amount for each service provider 
during the fi scal year 2012.

Recommendations 
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2. Enter into written contracts or pass detailed Board resolutions for 
all individuals and fi rms that provide professional services to the 
District. These contracts or resolutions should clearly stipulate 
the services to be provided and the basis for compensation.
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Fuel

District offi cials are responsible for designing internal controls over 
vehicle fuel inventories and monitoring adherence to these controls to 
ensure that fuel inventories are adequately safeguarded and protected 
against the risk of loss, waste and misuse. The Board should adopt 
policies and procedures that help ensure that staff maintain detailed 
perpetual inventory records to account for the amount of fuel 
purchased, used and the balance remaining, and perform periodic 
physical inventories. The fuel balances in the perpetual records 
should be periodically reconciled to delivery, usage and leak test 
records as well as physical inventories. Material differences should 
be investigated and resolved. It is also important for District offi cials 
to review fuel usage reports to ensure that fuel is used only for District 
purposes. 

The District maintains four underground storage tanks, two 6,000 
gallon tanks for diesel fuel and two 1,000 gallon tanks for gasoline. 
During the audit period, the District spent $751,758 for diesel fuel 
and $45,690 for gasoline. The Board did not develop policies and 
procedures to achieve adequate safeguards of the District’s fuel 
inventories, such as the maintenance of accurate and timely fuel 
delivery and usage records. Although the District has two computerized 
fuel management systems that capture the quantities of fuel delivered 
and dispensed, and inventory on hand, District employees did not 
reconcile these records to ensure that all fuel was accounted for. 
Furthermore, District offi cials did not review fuel usage reports to 
ensure that fuel is used only for District purposes. 

One computerized system (physical inventory system) automatically 
records fuel delivered and dispensed for each tank, calculates the fuel 
on hand and reconciles it, on a daily basis, to the physical inventory. In 
addition, an employee periodically takes stick readings to ensure the 
accuracy of the system. This system is primarily used to detect leaks. 
The other computerized system (book inventory system) is to ensure 
that fuel is accounted for and dispensed into District vehicles. The 
system requires each vehicle to be equipped with a radio frequency 
identifi cation (ID) tag and for each employee to provide a unique 
user ID before fuel can be dispensed. The system requires delivery 
amounts to be manually entered into the system and automatically 
records usage by vehicle. However, no one reconciles these records 
to the delivery invoices or to the amounts of fuel on-hand to ensure 
all fuel is accounted for. 
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Furthermore, three employees7 have access to keys that can be used 
to over-ride the system and allow fuel to be dispensed without being 
recorded and into an unauthorized vehicle. District offi cials told us 
that these keys are needed to allow District vehicles to be fueled in 
the event that the computerized system malfunctions; however, there 
are no formal policies or procedures over the safeguarding and use 
of the over-ride keys to ensure they are accessible only to authorized 
individuals and used only for authorized purposes.

We reviewed fuel records from September 1, 2012 through February 
28, 2013. During this period, inventory records showed that the 
District used 82,778 gallons of diesel fuel and 5,786 gallons of 
gasoline at a total cost of $310,262.8 We reviewed delivery and usage 
records and fuel vendor invoices and found discrepancies totaling 
2,111 gallons of fuel as follows: 

• We found differences between the delivery records from the 
book inventory system and the vendor invoices. The totals of 
these differences9 were 1321 gallons of diesel fuel and 235 
gallons of gasoline. For example, 513 gallons of diesel fuel 
delivered on October 1, 2012 and 211 gallons of gasoline 
fuel delivered on January 8, 2013 per vendor invoices were 
not recorded in the book inventory records. The District paid 
$2,386 for these deliveries. 

• We calculated the ending inventory10 for February 28, 2013 
and found 515 gallons of diesel fuel and 40 gallons of 
gasoline at a cost of $1,94211 were unaccounted for. At the 
exit discussion, District offi cials provided us with additional 
documentation, including an invoice for the sale of gasoline 
to an outside agency and manual fuel usage records, which 
explained all but an immaterial amount of these differences.  

Because the District does not reconcile the book inventory system to 
delivery and usage records, these differences were not documented, 
investigated and corrected until after we brought them to the attention 
of District offi cials. Therefore, during our audit period, District 
offi cials did not have assurance that all fuel was accounted for.  
Vehicle fuel represents a signifi cant expense to the District, about 
$800,000 during the audit period. As a result, District offi cials need to 

7 The Secretary to the Board, the Treasurer and a bookkeeper
8 We took the average of the cost of diesel fuel and gasoline for our test period.
9 The net total differences were 229 gallons of gasoline and 35 gallons of diesel 

fuel.
10 We added the amount of fuel delivered per the invoices to the fuel on-hand at the 

beginning of the test period and subtracted fuel used per the computerized book 
inventory system and compared to the fuel on-hand at the end of the test period. 

11 We took the average of the cost of diesel fuel and gasoline for our test period.
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require that fuel inventory records are reconciled on a periodic basis 
to ensure all fuel is accounted for and used for authorized purposes.

The Board should:

3. Adopt policies and procedures to safeguard the District’s fuel 
inventories, such as for the maintenance of accurate and timely fuel 
delivery and usage records, and for the security and appropriate 
use of the override keys.   

District offi cials should:

4. Review fuel usage reports to ensure that fuel is used for only 
authorized purposes.

5. Periodically reconcile fuel inventory records and promptly 
document and investigate any differences.

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.

The District’s response letter refers to an attachment that supports the response letter. Because the 
District’s response letter provides suffi cient detail of its actions, we did not include the attachment in 
Appendix A.

The District’s response letter refers to Appendix B “Audit Methodology and Standards” that appeared 
in the draft report. The Appendix letters have changed during the formatting of this fi nal report.
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APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE

Note 1  

We held one exit discussion on November 10, 2014 to discuss any comments or concerns District 
offi cials had with the report. Subsequently, we shared with District offi cials proposed changes to 
the report that resulted from that meeting and additional documentation provided to us after the exit 
discussion. As discussed with District offi cials at our entrance meeting at the beginning of the audit 
and at the exit discussion, our audit process is to transmit the draft report to District offi cials to have 
the opportunity to respond to the audit fi ndings. Their response is included as an appendix to our fi nal 
audit report.  

Note 2

The title of our report is not misleading. The District correctly highlights that our initial assessment 
included evaluations of additional areas; however, our audit procedures were limited to the areas of 
professional services and fuel because they were the areas most at risk. This process was explained at 
the beginning of the audit process and again at the exit discussion. 

Note 3

Our audit report does not state or imply that the Board failed to comply with the law. 

Note 4

As indicated in our authority letter included in the audit report, pursuant to the State Constitution (Article 
V, Section 1) and General Municipal Law (Article 3), the State Comptroller has the responsibility to 
oversee the fi scal affairs of local governments. This fi scal oversight is accomplished, in part, through 
our audits. General Municipal Law authorizes the Comptroller to examine into the fi nancial affairs, 
fi nancial condition, resources and accounts of each local government. There is nothing in this grant 
of authority that suggests we are limited merely to examining compliance with minimum statutory 
requirements. Rather, we may also make fi ndings and recommendations as to the observance of good 
business practices by commenting on the exercise of discretion by local offi cials, and identifying 
opportunities for local governments to improve and effectively manage operations. Section 35 of 
General Municipal Law provides that the Board may prepare and forward to our offi ce a written 
corrective action plan that addresses the fi ndings and recommendations in our audit report. 

Note 5

At no time did Examiners comment on whether or not the District’s procurement policy is in compliance 
with the GML as this is not within the scope of the audit. At the exit discussion, we agreed with 
District offi cials that the statute allows for local governments to provide exceptions to the use of RFPs 
for the procurement of goods and services, including professional services, which are not subject to 
competitive bidding requirements and we have revised the fi nal report accordingly. Our audit scope 
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was limited to assessing the methods used by the District in the procurement of professional services, 
and not to giving affi rmative/negative assurances as to the legal propriety of the District’s procurement 
policy.

Note 6

As already noted, we agree that the statute allows for local governments to provide exceptions to the 
use of RFPs for the procurement of goods and services, including professional services, which are 
not subject to competitive bidding requirements and we have revised the fi nal report accordingly. The 
report expressly states that GML authorizes governing boards to set forth in their procurement policies 
circumstances when, and types of procurement for which, the solicitation of proposals will not be in 
the best interest of the local government. However, we also believe it was not in the best interest of 
taxpayers and the District to never use RFPs for professional services. The fact that a local practice 
may be permissible under a statute does not necessarily mean the practice is a good one. It is our view 
that the solicitation of competitive proposals is an effective way to ensure the District receives the 
desired services on the most favorable terms and conditions without favoritism, extravagance, fraud 
or corruption. 

Note 7

The purpose of our audit report is to identify opportunities for improving operations and strategies 
to reduce costs and to strengthen controls intended to safeguard the District’s assets. It is not to give 
affi rmative/negative assurances as to the legal propriety of the Board’s policies. Although the statute, 
as a legal matter, allows the District to provide for exceptions in its procurement policy, that does not 
preclude us from expressing our view that the solicitation of competitive proposals is an effective 
way to ensure the District receives the desired services on the most favorable terms and conditions. 
RFPs allow the Board to take into account factors in addition to price, such as experience and staff 
availability. Seeking competition also provides assurance that contracts are entered into a manner 
which guards against favoritism, improvidence, extravagance, fraud and corruption. This process is 
intended to inform the Board in selecting its professional service providers for the benefi t the taxpayers. 
We believe it is a good business practice for effi cient and economical fi scal operation. We note that 
the Court of Appeals also has recognized the use of RFPs for professional services (Omni Recycling v 
Town of Oyster Bay, 11 NY3d 868; see also e.g., 2007 Ops St Comp No. 2007-1; 2000 Ops St Comp 
No. 2000-8). 
  
Note 8

Our recommendation is advisory in nature and expresses our opinion in the matter. We are authorized 
to provide such advice pursuant to the Comptroller’s statutory audit authority in GML, and it is 
appropriate for us to do so when we believe it is warranted by our audit fi ndings. Moreover, our 
recommendation was merely that the District consider revising its procurement policy to provide 
guidance for procuring professional services through a competitive process. Consideration of such a 
revision may occur during the Board’s required annual review of the procurement policies (see GML 
Section104-b[4]) and in our view should include an understanding of how an RFP process can provide 
a mechanism for fostering increased competition and help ensure that these contracts are awarded in 
the best interests of the taxpayers.
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Note 9

Our audit scope was not to determine whether the providers had the proper credentials and 
qualifi cations, the quality of the services, whether services provided were appropriate, or whether 
the compensation was reasonable. By never soliciting competition and not always requiring written 
agreements detailing contract terms and the basis for compensation, the Board may not be able to 
effectively select professional service providers.

Note 10

Reviewing the work of the auditor was not part of our audit scope. Furthermore, the District’s fi nancial 
condition is the responsibility of the Board and District offi cials, not that of an independent contractor. 

Note 11

The District’s response includes explanations of the services provided by these three individuals; 
however, the services to be provided, the time frames for those services, the basis for compensation or 
any other terms and conditions were not specifi ed in written agreements or detailed Board resolutions.

Note 12

We were not given specifi c information about this individual’s background or qualifi cations at any 
time during our audit or at the exit discussion. When we asked District offi cials, they told us that the 
individual has many years of experience in matters pertaining to sanitary district operations and works 
on special projects and compliance issues. We determined through independent research, and District 
offi cials confi rmed at the exit discussion, that he is a former Board Secretary.

Note 13

At a meeting on October 31, 2014, and again at the exit discussion, District offi cials agreed with our 
fi nding that during the audit period District employees were not periodically reconciling fuel delivery 
and usage records with the physical inventory; therefore, they could not be assured that all fuel was 
accounted for or used only for authorized purposes. 

Note 14

At a meeting on October 31, 2014, and again at the exit discussion, District offi cials agreed that, 
during the audit period, the physical inventory system was being used primarily to detect leaks and not 
to reconcile fuel inventory because District offi cials were waiting for the software vendors to “link it” 
to another system. 

Note 15

During fi eldwork and at the exit discussion, District offi cials could not provide us with reconciliations 
of fuel deliveries and usage records to the physical inventory. As a result, there is an increased risk that 
all fuel was not accounted for or not used for authorized purposes. 



6565DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

Note 16

During fi eldwork, we were told that two individuals had access to the override keys, the Board Secretary 
and the Bookkeeper/information technology (IT) consultant, which we included in our draft report. 
At the exit discussion, District offi cials told us that a third individual also had access so we agreed to 
adjust the report accordingly. The District’s response claim that the IT consultant does not actually 
have access but rather is granted access by the Treasurer (our fi nal report has been revised to refl ect 
this change) is new information which we did not verify. Because the IT consultant is an independent 
contractor, this would be a more appropriate control. However, it is not consistent with what District 
offi cials previously told us. Because these keys can be used to override the inventory control system 
and dispense fuel into unauthorized vehicles, it is important for the District to be clear about controls 
over these keys and establish policies for their security and use. 

Note 17

District offi cials could not provide policies or procedures for the reconciliation of fuel inventories and 
told us on October 31, 2014, and again at the exit discussion that during the audit period no periodic 
reconciliations of fuel inventories were performed because they were waiting for the software vendors 
to “link” the two inventory systems. 

Note 18

Based on additional documentation provided at the exit discussion, we adjusted the total gallons of 
diesel fuel delivered used in our calculations and revised the total discrepancies from 1,263 gallons to 
1,321 gallons in the fi nal audit report. 

Note 19

District offi cials during fi eldwork and at the exit discussion agreed that vendor invoices were the 
appropriate source for recording deliveries into the book inventory records for the purpose of 
reconciling the inventory records. During fi eldwork, we found the physical inventory system was 
unreliable for the purpose of our test because we found discrepancies between the delivery invoices 
and the physical inventory records. Therefore, we used the book inventory records because the District 
manually records the deliveries into that system.  

Note 20

Our computations were discussed with District offi cials at the meeting on October 31, 2014 and again 
at the exit discussion and they did not dispute them. Further, if District offi cials had periodically 
reconciled their records, these discrepancies should have been documented, explained and corrected 
prior to us bringing them to their attention.  

Note 21

Our audit began in May 2013 and the book inventory records did not contain the March 2013 corrections 
referred to by District offi cials in their response. At the exit discussion, District offi cials agreed that 
it was a clerical error on their part. The purpose of the exit discussion is to give District offi cials the 
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opportunity to address any factual errors or omissions in the report. However, District offi cials did not 
use this opportunity to assert their claim that we were shown this report during fi eldwork, nor did they 
choose to provide it to us to review after the exit discussion. Because we were not provided with an 
opportunity to verify this documentation, we could not consider it when fi nalizing our report. 

Note 22

The invoice for the sale of gasoline to an outside agency was provided to us for the fi rst time at the 
exit discussion, held on November 10, 2014, and using that information we revised the fi nal report 
accordingly.

Note 23

We agree with these calculations; however, this type of reconciliation was not being performed by 
District personnel during the audit period, which increases the risk that all fuel may not have been 
accounted for or used for authorized District purposes.  

Note 24

We do not believe it is in the best interest of taxpayers and the District to never use RFPs for professional 
services. The solicitation of competitive proposals is an effective way to ensure the District receives 
the desired services on the most favorable terms and conditions without favoritism, extravagance, 
fraud or corruption.
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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 the Board and 
District 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: cash management, claims processing, control 
environment, governing board, information technology control environment, payroll and personal 
services, chief fi nancial offi cer, fi nancial condition, purchasing and fl eet services. 

During the initial assessment, we interviewed District offi cials, performed limited tests of transactions, 
and reviewed pertinent documents, such as District policies, Board minutes, and fi nancial records and 
reports.

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 or professional 
misconduct. We then decided on the reported objective and scope by selecting for audit those areas 
most at risk. We selected professional services and fuel inventories for further audit testing. 

To accomplish the objective of this audit and obtain valid audit evidence, our procedures included the 
following:

• We interviewed District offi cials and a Board member, and reviewed the District’s procurement 
policy, to determine if the Board sought competition in the selection of professional services 
providers.

• We reviewed minutes from Board meetings, vendor contracts, vendor history reports for 12 
vendors.  We reviewed 11 claims paid during our audit period, totaling $74,454, to determine if 
the District entered into written contracts for professional service providers and to determine if 
payments were in accordance with the contracts or resolutions, as applicable. During our audit 
period, one of the 12 vendors had not yet submitted an invoice to the District; therefore, we did 
not have any claim to review. We also reviewed Board resolutions to determine if the services 
and basis for compensation were approved by the Board.  

• We interviewed District offi cials and key employees to identify any policies and procedures 
over vehicle fuel inventories. We also determined if perpetual inventory and usage records 
were maintained and if records were periodically reconciled to ensure all fuel was accounted 
for. 

• We examined perpetual inventory and usage records from September 1, 2012 through February 
28, 2013 as well as vendor invoices to determine if fuel was used only for authorized purposes 
and if differences were investigated. 

• Using the amount of fuel on hand on September 1, 2012, we added the deliveries for the 
period based on the delivery invoices and subtracted the usage based on the usage records and 
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compared the result to the amount of inventory on hand on February 28, 2013 to determine if 
fuel purchases were accounted for. 

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.
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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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