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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

April 2016
Dear Board of Cooperative Educational Services (BOCES) Officials:

A top priority of the Office of the State Comptroller is to help BOCES officials manage their BOCES
resources efficiently and effectively and, by so doing, provide accountability for tax dollars spent to
support BOCES operations. The Comptroller oversees the fiscal affairs of BOCES statewide, as well
as BOCES’ 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
BOCES operations and Board of Education governance. Audits also can identify strategies to reduce
BOCES costs and to strengthen controls intended to safeguard BOCES assets.

Following is a report of our audit of the Southern Westchester BOCES, entitled Billed Receivables.
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 recommendation are resources for BOCES 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 Southern Westchester Board of Cooperative Educational
Services (BOCES) is an association of 32 component and two non-
component school districts (districts). BOCES is governed by a
seven-member Board of Education (Board) elected by the component
districts” boards. The Board is responsible for the general
management and control of BOCES’ financial and educational
affairs. The BOCES Superintendent is the chief executive officer
and is responsible, along with other administrative staff, for day-to-
day BOCES management and for regional educational planning and
coordination.

Combined, the BOCES component districts educate approximately
104,000 students in southern Westchester County. BOCES delivers
more than 40 educational and administrative services to its component
districts and employs approximately 1,200 staff members. BOCES
provides shared services which are monitored and accounted for under
service titles known as Cooperative Services (CoSers). The 2015-16
fiscal year budget is approximately $153.5 million, funded primarily
by charges for services to component districts and federal and State
aid. The Assistant Superintendent for Business and Administrative
Services is responsible for BOCES financial operations.

The objective of our audit was to evaluate the effectiveness of the
billed receivable process. Our audit addressed the following related
question:

» Did BOCES officials monitor accounts receivable activity to
ensure that amounts due from CoSer services are paid in a
timely manner?

We examined BOCES’ accounts receivable records from July 1, 2014
through August 25, 2015. We extended our scope period back to July
1, 2012 to analyze BOCES’ accounts receivable trends.

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 B 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.
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Comments of BOCES
Officials and Corrective
Action

The results of our audit and recommendations have been discussed
with BOCES officials, and their comments, which appear in Appendix
A, have been considered in preparing this report. BOCES officials
generally agreed with our recommendations and indicated they
planned to initiate corrective action.

The Board has the responsibility to initiate corrective action.
Pursuant to Section 35 of 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 finding and recommendation
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
BOCES Clerk’s office.
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Billed Receivables

An effective system of internal controls consists of policies and
procedures that allow BOCES officials to have reasonable assurance
that resources are safeguarded and properly accounted for and that
payments for billed receivables are received within a specified period
and recorded in the appropriate accounts.

BOCES provides various shared services to its component districts
under various service headings called CoSers. Districts are billed
based on unit cost related to their participation in each CoSer. All
participating component districts share in the operational cost of each
CoSer. BOCES has nine centers that provide services for allocated
CoSers with each center having its own management team. Center
employees input invoices in BOCES’ computerized financial system,
and the center’s management team monitors the results of operations
through monthly reports generated from the system. The central
administration office collects payments. It is essential that BOCES
has an efficient collection process, including the monitoring of unpaid
CoSer fees, to ensure that each CoSer is self-sufficient. Unpaid
CoSer fees are treated as accounts receivable. Proper monitoring
of receivables requires updating individual districts’ accounts and
control accounts' with each bill issued and each payment received to
ensure the control account balance agrees with the total of individual
districts” accounts and financial statements.

Our review of BOCES records and financial statements showed that
the total of individual accounts receivable balances agreed with the
control account. However, some payments were late. The Board
did not adopt a formal policy for effectively monitoring accounts
receivable and ensuring that amounts due for CoSers are settled
in accordance with contractual provisions. The contracts gave the
districts 30 days to settle the invoices. However, certain districts did
not pay the invoiced amounts within the allotted time. Because of
the business relationship with component districts, BOCES officials
consider legal action as their last option and try to maintain contact
with delinquent districts to collect outstanding amounts.

During the 2014-15 fiscal year, BOCES provided services totaling
approximately $168 million. As shown in Figure 1, accounts
receivable decreased from $32.4 million in 2013 to $28.5 million in
2015. However, our examination of the billed receivables for July 1,

1 The control account is a general ledger account that is the equivalent to the total
of all individual receivable accounts.
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2014 through June 30, 2015 showed that the collection process needs
to be improved since three districts took four months to one year past
the due dates to settle invoices.

Figure 1: Accounts Receivable Balances

Fiscal Year Receivable Balance
2012-13 $32,431,434
2013-14 $31,068,097
2014-15 $28,499,257

We examined 34 invoices totaling approximately $6.7 million
for services provided during the period July 1, 2014 through June
30, 2015. We selected one invoice from each of the 32 component
districts and one each from the two non-component districts.” Nine
invoices totaling $2.7 million were paid after the 30-day contractual
period. For example, two invoices totaling $2 million were paid
four months after the respective due dates and one invoice totaling
$306,000 was paid one year past the due date without accruing any
additional charges to the delinquent districts. BOCES officials told us
they do not have a formal policy to deal with delinquent payments.
However, they have kept in communication with these districts in an
effort to have the debt settled.

BOCES officials noted that Special Act’ districts regularly experience
financial difficulties due to tuition cost waivers that have to be approved
by New York State when costs exceed revenue from tuition. The six
participating Special Act districts accounted for $1,308,276 (4.6
percent) of the BOCES billed receivables in 2014-15. While some of
these districts have worked with BOCES to keep services active and
make payments, one district has not made any payments and BOCES
had to file a notice of claim to have the debt liquidated. In addition,
other districts have taken extensive time to make payments. BOCES
officials stated that there is no policy to charge these districts interest
on late payments. Therefore, in effect, component districts that pay
their invoices on time subsidize the operations of the delinquent
districts.

Without a formal policy that stipulates what actions BOCES officials
should take when districts do not fulfill their contractual obligations

2 See Appendix B for information on sample selection.

3 Special Act districts are created by separate special acts of the New York State
Legislature. They provide unique educational and therapeutic opportunities
to students who had experienced difficulty in a previous school setting. These
Special Act districts are financed by tuition that the home districts pay to the
Special Act districts.
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by paying for BOCES services in a timely manner, other component
districts effectively extend interest-free loans for the period that the
invoices remain unpaid.

Recommendations The Board should:

1. Adopt aformal policy to stipulate how to deal with delinquent
districts for non-payment of services.

2. Consider assessing interest charges on invoices that remain
unpaid after the due date.
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APPENDIX A

RESPONSE FROM BOCES OFFICIALS

The BOCES officials’ response to this audit can be found on the following page.
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1 SOUTHERN WESTCHESTER BOCES

BOARD OF COOPERATIVE EDUCATIONAL SERVICES

17 Berkley Drive, Rye Brook, New York 10573
Tel: (914) 937-3820 » fax (914) 937-7644

April 6, 2016

Ms. Tenneh Blamah

Chief Examiner

Office of the State Comptroller
Newburgh Regional Office

33 Airport Center Drive. Suite 103
New Windsor, NY 12553

Dear Ms. Blamah.

The Southern Westchester BOCES Board of Education and Administration have received
and reviewed the Draft Report of Examination from your office covering the period of July
1. 2014 through August 25, 2015. We would like to thank the audit team for their technical
assistance as well as their favorable comments in regard to our employees and our systems
of internal control. Southern Westchester BOCES is in agreement with the audit team’s
findings and will prepare a Corrective Action Plan.

We appreciate the Office of the State Comptroller’s review of Southern Westchester
BOCES. We value audits and consider them a valuable tool that can assist the organization
in improving our current policies and procedures. If you have any questions, or require
any further information, please contact me.

Sincerely,

Joseph E. Wooley
President. Board of Education

COMPONENT DISTRICTS: Ardsley, Blind Brook, Bronxville, Bryam Hills, Dobbs Ferry, Eastchester, Edgemont,
Elmsford, Greenburgh Central Seven, Greenburgh Eleven, Gree nlmrvh Graham, Gree nbur:.,h North Castle, Harrison,
Hastings-on- lIlehun, Hawthorne Cedar Knolls, Irvington, Mount Pleasant Bly thedale, Mount Pleasant Central,
Mount Plcn‘wanl Cottage, Mount Vernon, New Rochelle, Pe slham, Pleasantville, | manllu: Hills, Port Chester, Rye
City, Ryve Neck, Scarsdale, The Tarrytowns, Tuckahoe, Valhalla, White Plains
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS

The objective of our audit was to evaluate BOCES’ billed receivable process. To accomplish our
objective, we performed the following procedures:

We interviewed BOCES officials, including the Superintendent, the Assistant Superintendent
for Business and Administrative Services and the Board President, and we reviewed the Board
meeting minutes.

We reviewed the process followed at two of the most active BOCES centers (the Center for
Instructional Support and Technology and the Special Services Center) through interviews of
CoSer managers and the primary employees involved in inputting contract and service requests
information in the computer system, and we reviewed management reports.

To obtain a test sample that is representative of all of BOCES’ districts, we judgmentally
selected 34 invoices billed for services, consisting of one invoice from each of the 32 component
districts and one from each of the two non-component districts. We selected this sample
without any known bias and with no expectation that our test results would be different based
on our selection. We examined these invoices to determine if amounts billed for services were
properly recorded in the individual receivable accounts along with the respective payments.
In addition, of these 34 invoices, we verified the rates for respective services provided and
charged in 15 of the invoices.

We analyzed accounts receivable financial results for the three years July 1, 2012 through June
30, 2015.

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 finding and conclusions based on our audit objective. We believe that the evidence obtained
provides a reasonable basis for our finding and conclusions based on our audit objective.

DivisioN oF LocaL GOVERNMENT AND ScHOOL ACCOUNTABILITY n




APPENDIX C

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 D

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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