OFFICE OF THE NEW YORK STATE COMPTROLLER

DivisioN oF LocAL GOVERNMENT

& SCHOOL ACCOUNTABILITY

Cooperstown Central
School District

School Lunch Fund
Financial Condition

Report of Examination

Period Covered:

July 1, 2014 = January 14, 2016
2016M-86

Thomas P. DiNapoli



Table of Contents

AUTHORITY LETTER

INTRODUCTION
Background
Objective
Scope and Methodology
Comments of District Officials and Corrective Action

SCHOOL LUNCH FUND FINANCIAL CONDITION
Recommendations

APPENDIX A Response From District Officials

APPENDIX B OSC Comment on the District’s Response
APPENDIX C Audit Methodology and Standards
APPENDIX D How to Obtain Additional Copies of the Report
APPENDIX E Local Regional Office Listing

Page

W NN

(S~

H
O O oo,

-




State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

July 2016
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 Cooperstown Central School District, entitled School Lunch
Fund 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 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
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Introduction

Background

Objective

Scope and
Methodology

The Cooperstown Central School District (District) is located in the
Village of Cooperstown and the Towns of Burlington, Hartwick,
Middlefield, New Lisbon and Otsego in Otsego 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 day-to-day management of the District
under the Board’s direction. The District contracts with Milford
Central School District to manage its school lunch operations. Under
this arrangement, a Milford employee serves as the café manager and
Cooperstown uses Milford’s school lunch software.

The District operates two cafeterias, which are located in the junior/
senior high school and the elementary school. The cafeterias offer
breakfast, lunch and a la carte food to approximately 885 students
and 255 employees. There are a total of eight cafeteria staff and a
shared Food Service Manager who manages school lunch operations.
The District’s budgeted appropriations for the school lunch fund for
the 2015-16 fiscal year are $422,000, funded primarily with federal
and State aid and revenues from the sale of food to students and
employees.

The objective of our audit was to determine whether District officials
managed the school lunch fund’s financial condition. Our audit
addressed the following related question:

* Did the Board and District officials effectively manage the
District’s school lunch fund’s financial condition?

We examined the District’s school lunch fund’s financial condition
for the period July 1, 2014 through January 14, 2016. We extended
our scope period back to July 1, 2012 for financial analysis.

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
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.

OFFice oF THE NEw York STATE COMPTROLLER




Comments of
District Officials and
Corrective Action

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
generally agreed with our recommendations and indicated they
planned to take corrective action. Appendix B includes our comment
on the issue raised in the District’s response letter.

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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School Lunch Fund Financial Condition

District officials including the Board, Superintendent, Business
Administrator and the Food Service Manager are responsible for
effectively managing the school lunch fund’s financial condition.
This includes having a reasonable plan for their school lunch
operations where subsidies are not required to sustain the fund. To
assist the school lunch fund in being self-sufficient, District officials
should analyze operations to identify production inefficiencies and to
determine if the pricing structure meets their current cost needs. For
example, the production of meals over a specified period of time is a
measure of the efficiency of the school lunch operation. The number
of meals produced coupled with the staffing hours to produce those
meals, also known as the meals per labor hour (MPLH), provides
the District with a measurable figure to gauge these aspects of its
operation. In addition, performing a cost-per-meal analysis can be
beneficial for setting meal prices.

The Board and District officials could improve their management of
the school lunch fund’s financial condition. Over the last three fiscal
years, fund balance decreased over $61,000 as a result of operational
deficits averaging approximately $20,000 per year. At the end of
2014-15, the school lunch fund owed the general fund $131,000 and
the District has reported negative total fund balance since 2012-13.

Table 1: School Lunch Fund — Fund Balance
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The majority of the school lunch fund’s expenditures are for employee
salaries, benefits and food purchases. While participation rates were
steady, production was slightly below industry standards, and the
average cost to produce a meal well exceeded the revenue earned.
We calculated the MPLH for the 2014-15 fiscal year to be 19, which
is slightly less than the industry standard of 20. In addition, for 2012-
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Recommendations

13 and 2013-14, District’s MPLH was 18. Moreover, the average
cost to produce a meal was $3.14," while the revenue received per
meal was $2.96° for 2014-15. This resulted in an average loss of
19 cents per meal. Although the industry averages may not always
be achievable given certain District conditions, District officials can
use the industry averages to monitor operations and work towards
increasing productivity, when necessary.

Figure 2: Revenue and Cost Per Meal Equivalent (ME)

2012-13 2013-14 2014-15

Revenue $3.01 $3.12 $2.96
Cost of Food and Materials $1.43 $1.52 $1.42
Cost of Contracted Services $0.35 $0.36 $0.33
Cost of Labor and Benefits $1.37 $1.31 $1.40

Total Cost $3.15 $3.19 $3.14
Profit/(Loss) ($0.14) ($0.07) ($0.19)

District officials informed us that they were aware that their costs
were outpacing their revenues. However, because of workload, they
have not performed a cost-per-meal analysis or an analysis of their
MPLH that would have allowed them to identify the loss per ME,
and identify potential areas where they could cut costs or enhance
revenues.

When established prices and reimbursement rates do not generate
sufficient revenue to cover the District’s costs, the school lunch fund is
not able to sustain its operations without the assistance of the general
fund. If District officials want to keep costs at the current level, prices
for students who pay full price’ would need to increase by 19 percent,
or 59 cents per meal. Alternatively, if they want to keep prices steady,
their costs would have to decrease by 19 percent, or $83,000 a year.
If the need for the operational subsidies were reduced or eliminated,
those resources could be used for other District purposes.

District officials should:
1. Complete a cost-per-meal analysis and explore methods for
increasing revenues and decreasing expenditures to a level

that allows the fund to be self-sustaining.

2. Monitor the MPLH.

! This amount includes aid.

2 Based on the average price charged to students plus the reimbursement from the
federal government

® District officials do not have control over the free and reduced lunch reimbursement
rates. Therefore, they would have to increase the full-pay price rates to generate
enough revenue to meet their costs.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District officials’ response to this audit can be found on the following page.
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BOARD OF EDUCATION

Theresa J. Russo, Presiden
COOPERSTOWN CENTRAL SCHOOL DISTRICT iy T connd. Viee-bresident

Marielle Ainsworth

Marcy S. Birch

39 Linden Avenue Mary H. Bonderoff
Cooperstown, New York 13326-1496 Timothy Hayes
Anthony 1. Scalici

Wendy L. Lansing, Clerk

MICHAEL K. VIRGIL. Interim Superintendent of Schools —607-547-5364
AMY B. KUKENBERGER. School Business Official/Treasurer — 607-547-5386
KRISTIN BUTLER, Director of Curriculum, Instruction, and Assessment — 607-547-2158

July 13,2016

Office of the State Comptroller

Division of Local Government & School Accountability
PSU-CAP Submission

110 State Street, 12 Floor

Albany, NY 12236

To Whom It May Concern:

The Cooperstown Central School District Board of Education understands the findings and recommendations
of the Report of Examination of School Lunch Fund Financial Condition for the period of July 1, 2014
through January 14, 2016. Please accept this as the district’s response and corrective action plan.

The district is cognizant of its responsibility to effectively manage the school lunch fund’s financial
condition and operate a self-sufficient program. However, federally established nutritional guidelines and ls\liie 1
regulations as well as contractual obligations impede the district’s ability to annually generate sufficient Page 8

revenue to cover costs. Prior to the school lunch fund audit the district examined multiple ways to reduce
costs and implemented staffing changes to lessen labor costs.

Cooperstown Central School District will take corrective action and specifically monitor operational costs by
completing a cost-per-meal analysis and monitoring the MPLH. Additionally, it will continue to explore
methods for increasing revenues and decreasing expenditures to a level that allows the fund to be self-
sustaining.

Respectfully submitted.

Dr. Theresa Russo
Board of Education President
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APPENDIX B

OSC COMMENT ON THE DISTRICT’S RESPONSE

Note 1

We recognize these outside factors affect what cafeterias can do to balance revenues and expenditures.
However, focusing efforts on factors under the District’s control (i.e., certain cafeteria costs and
employee scheduling) could further improve the condition of the cafeteria.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS

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

We interviewed District officials to gain an understanding of school lunch fund operations.

We analyzed the lunch fund balance, results of operations and interfund loans to determine the
stability of the fund and if it could repay its interfund loan.

We calculated the MEs for the last three fiscal years from 2012-13 through 2014-15. See
the Institute of Child Nutrition’s Financial Management Information System (FMIS) at http://
www.theicn.org/documentlibraryfiles/PDF/20151012031820.pdf pages 59 through 61 for
the calculation steps to determine MEs. We used this figure to determine the average daily
participation for fiscal years 2012-13 through 2014-15 assuming a 180-day school year. We
analyzed the trend in participation rates and MEs.

We calculated the District’s MPLH to determine if productivity levels were within the
accepted school food service industry standards. See the FMIS at http://www.theicn.org/
documentlibraryfiles/PDF/20151012031820.pdf pages 70 to 72 for the MPLH calculation.
Also see, the National Food Service Management Institute’s Foundations for Effective
Leadership in Child Nutrition Programs, Lesson Three, Foundation: the Business of Child
Nutrition Programs at http://www.nfsmi.org/Foundations/lesson3/FoundationsL3Pop.pdf page
35 for the staffing guidelines for on-site production. We also calculated the necessary changes
in labor hours and MEs the District would need to achieve to meet the industry standards.

We analyzed daily participation rate trends from 2012-13 to 2014-15 to determine if the
participation rates contributed to the operating deficits.

We determined the full-pay price the District would need to charge to sustain its current costs.
Also, we determined the decrease in costs necessary to sustain the District’s current price for
full-pay students.

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

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

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/
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APPENDIX E

OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Gabriel F. Deyo, Deputy Comptroller
Tracey Hitchen Boyd, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner

Office of the State Comptroller

State Office Building, Suite 1702

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins Counties

BUFFALO REGIONAL OFFICE
Jeffrey D. Mazula, Chief Examiner
Office of the State Comptroller

295 Main Street, Suite 1032

Buffalo, New York 14203-2510
(716) 847-3647 Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming Counties

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Office of the State Comptroller

One Broad Street Plaza

Glens Falls, New York 12801-4396
(518) 793-0057 Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Albany, Clinton, Essex, Franklin,
Fulton, Hamilton, Montgomery, Rensselaer,
Saratoga, Schenectady, Warren, Washington Counties

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner

Office of the State Comptroller

NYS Office Building, Room 3A10

250 Veterans Memorial Highway
Hauppauge, New York 11788-5533
(631) 952-6534 Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner

Office of the State Comptroller

33 Airport Center Drive, Suite 103

New Windsor, New York 12553-4725
(845) 567-0858 Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

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

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office 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
Office of the State Comptroller

State Office 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 Office Building, Suite 1702

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
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