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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
September 2017

Dear School District Offi cials:

A top priority of the Offi ce of the State Comptroller is to help school district offi cials manage their 
districts effi ciently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fi scal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fi scal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
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 Cheektowaga-Sloan Union Free School District, entitled 
Financial Condition and Payroll. 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 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 Cheektowaga-Sloan Union Free School District (District) is located in the Towns of Cheektowaga 
and West Seneca in Erie County. The District is governed by an elected seven-member Board of 
Education (Board), which is responsible for the general management and control of District fi nancial 
and educational affairs. The Superintendent of Schools is the District’s chief executive offi cer and is 
responsible, along with other administrative staff, for the District’s day-to-day management under the 
Board’s direction. 

The Superintendent and Business Manager are responsible for the District’s annual budget. The 
Business Manager, along with the District Treasurer, is responsible for preparing and monitoring the 
District’s fi nancial records. The District employs two payroll clerks to process the biweekly payroll for 
all District employees. The Business Manager reviews and certifi es payroll.

Scope and Objective

The objective of our audit was to review District fi nancial and payroll records for the period July 1, 
2015 through March 2, 2017. We extended our scope period back to July 1, 2013 for our review of 
fi nancial records. Our audit addressed the following related questions:

• Did District offi cials properly manage District fi nances by ensuring that budget estimates, 
unrestricted fund balance and reserve balances were reasonable?

• Did District offi cials ensure the accuracy of the compensation paid and employee benefi ts 
provided to employees?

Audit Results

District offi cials need to improve their fund balance management and budgeting practices. District 
offi cials reported unrestricted fund balance to be within the statutory limit but it was actually 
understated by more than $2.7 million as of June 30, 2016 because the Business Manager recorded an 
improper prior period adjustment. Had fund balance been reported properly, it would have exceeded 
the statutory limit by $2.7 million or 8 percentage points that year. 

District offi cials also did not ensure budgets were realistic and did not properly plan for the use of 
fund balance. Over the past three years, District offi cials appropriated approximately $2.2 million of 
fund balance on average each year to help fi nance the budget. However, no amount of fund balance 
was used to fi nance operations because the Board and District offi cials overestimated appropriations 
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each year by an average of $4.6 million (16 percent). As a result, the District experienced cumulative 
operating surpluses totaling $8 million from 2013-14 through 2015-16.

The appropriation of fund balance made it appear that the District’s unrestricted fund balance was 
within the 4 percent statutory limit. However, when unused appropriated fund balance is added back, 
the recalculated unrestricted fund balance exceeded the statutory limit ranging between 6 and 15 
percentage points. District offi cials also did not have adequate plans for using the surplus funds and 
overfunded the employee benefi t accrued liability reserve by $267,000 (70 percent).

District offi cials developed and implemented adequate written policies and procedures over the payroll 
process to ensure the accuracy of the compensation paid and benefi ts provided to employees. We 
commend District offi cials for establishing and implementing an effective and effi cient payroll system.

Comments of District Offi cials

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

Introduction

Objective

Scope and
Methodology

The Cheektowaga-Sloan Union Free School District (District) 
is located in the Towns of Cheektowaga and West Seneca in Erie 
County. The District is governed by an elected seven-member 
Board of Education (Board), which is responsible for the general 
management and control of District fi nancial and educational affairs. 
The Superintendent of Schools (Superintendent) is the District’s chief 
executive offi cer and is responsible, along with other administrative 
staff, for the District’s day-to-day management under the Board’s 
direction. 

The Superintendent and Business Manager are responsible for the 
District’s annual budget. The Business Manager, along with the 
District Treasurer (Treasurer), is responsible for preparing and 
monitoring the District’s fi nancial records. The District employs two 
payroll clerks (clerks) to process the biweekly payroll for all District 
employees. The Business Manager reviews and certifi es payroll.

The District operates four schools with approximately 1,400 
students and 240 employees. The District’s general fund budgeted 
appropriations for the 2016-17 fi scal year totaled more than $34 
million funded primarily with State aid, real property taxes and sales 
tax. General fund payroll expenditures for 2015-16 totaled more than 
$13 million.

The objective of our audit was to review District fi nancial and payroll 
records. Our audit addressed the following related questions:

• Did District offi cials properly manage District fi nances by 
ensuring that budget estimates, unrestricted fund balance and 
reserve balances were reasonable?

• Did District offi cials ensure the accuracy of the compensation 
paid and employee benefi ts provided to employees?

We examined District fi nancial and payroll records for the period July 
1, 2015 through March 2, 2017. We extended our scope period back 
to July 1, 2013 for our review of fi nancial records.

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 
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Comments of
District Offi cials and
Corrective Action

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 offi cials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 
generally disagreed with the fi ndings, but indicated they would 
consider the recommendations. Appendix B includes our comments 
on issues 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 fi ndings and recommendations 
in this report must be prepared and provided to our offi ce within 90 
days, with a copy forwarded to the Commissioner of Education. To 
the extent practicable, implementation of the CAP must begin by 
the end of the next fi scal year. For more information on preparing 
and fi ling your CAP, please refer to our brochure, Responding to an 
OSC Audit Report, which you received with the draft audit report. 
The Board should make the CAP available for public review in the 
District Clerk’s offi ce.
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Financial Condition

The Board, Superintendent and Business Manager are responsible 
for accurate and effective budgeting and fi nancial planning, which 
includes adopting realistic budgets and ensuring fund balance 
does not exceed the amount allowed by law. 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. A school district can also legally establish reserves and 
accumulate funds for certain future purposes (e.g., capital projects 
or retirement expenditures). The Board should appropriately fund 
reserves, monitor reserve balances and use them as intended to pay 
related expenditures.

District offi cials need to improve their fund balance management 
and budgeting practices. District offi cials reported unrestricted fund 
balance to be within the statutory limit but it was actually understated 
by more than $2.7 million as of June 30, 2016 because the Business 
Manager recorded an improper prior period adjustment. Had fund 
balance been reported properly, it would have exceeded the statutory 
limit by $2.7 million or 8 percentage points that year. District offi cials 
also did not ensure budgets were realistic and did not properly plan 
for the use of fund balance. The District generated a cumulative 
operating surplus totaling $8 million from 2013-14 through 2015-16. 

Although District offi cials appropriated approximately $2.2 million of 
fund balance on average to help fi nance the budget each year, none of 
it was needed because the Board and District offi cials overestimated 
appropriations each year by an average of $4.6 million, or 16 percent. 
When unused appropriated fund balance is added back to unrestricted 
fund balance, unrestricted fund balance exceeded the statutory 
limit by $5.2 million or 15 percentage points. District offi cials also 
overfunded the employee benefi t accrued liability reserve (EBALR) 
by $267,000 (70 percent).

The Board and District offi cials are responsible for effectively 
managing fund balance by ensuring a suffi cient amount is available 
in the event of revenue shortfalls or unanticipated expenditures. 
Offi cials are also responsible for ensuring real property tax levies 
are not greater than necessary. To fulfi ll this responsibility, the Board 
must ensure unrestricted fund balance is within the statutory limit.

The District reported unrestricted fund balance within the statutory 
limit for the three years reviewed; however, the Business Manager 
improperly reduced fund balance by $2.5 million, as well as State 

Fund Balance 
and Budgeting
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aid revenues by $278,000, at the end of the 2015-16 fi scal year. As a 
result, unrestricted fund balance was understated by more than $2.7 
million. 

The District has been receiving State building aid for the past 10 years 
and District offi cials properly recorded the aid received each year as 
revenue. The Business Manager told us that he believed adjustments 
were necessary to align building aid with the District’s debt repayment 
schedule. The District is receiving building aid over a 15-year period 
and repaying capital improvement bonds over a 20-year period.1  

However, under the modifi ed accrual basis of accounting, revenues 
should be recognized when they are both measureable (reasonably 
estimated) and available (received within the current period, or soon 
enough after, to pay current liabilities).2 The District’s building aid 
is not a restricted revenue and is both measurable and available for 
general use upon receipt. 

At the end of 2015-16, the Business Manager recorded a prior 
period adjustment to reduce fund balance by $2.5 million in order 
to reclassify the portion of fund balance that he believed to be a 
deferred revenue or infl ow. He also recorded $278,000 of the building 
aid received during the current year as a deferred revenue. These 
adjustments reduced unrestricted fund balance to within the statutory 
limit and allowed District offi cials to improperly retain surplus funds. 
Had District offi cials properly accounted for these funds, unrestricted 
fund balance would have exceeded the statutory limit by 8 percentage 
points. 

____________________
1 State building aid amortization schedules are determined based on the type of 

building project: 15 years for reconstruction, 20 years for additions or 30 years 
for new build.

2 For most governmental operating funds using the modifi ed accrual basis of 
accounting

Figure 1: Unrestricted Fund Balance at Year-End
 2013-14 2014-15 2015-16

Beginning Fund Balance $7,365,000 $8,588,000 $8,448,000

Add: Operating Surplus $1,223,000 $3,330,000 $3,518,000

Less: Interfund Transfers Outa $0 $3,470,000 $0

Ending Fund Balance $8,588,000 $8,448,000 $11,966,000

Less: Appropriated Fund Balance $2,450,000 $1,900,000 $2,500,000

Less: Encumbrances $24,000 $14,000 $92,000

Less: Restricted Fund Balance (Reserves) $4,823,000 $5,236,000 $5,235,000

Unrestricted Fund Balance at Year-End $1,291,000 $1,298,000 $4,139,000

Subsequent Year’s Appropriations $33,818,000 $33,156,000 $34,396,000

Unrestricted Fund Balance as Percentage 
of Subsequent Year’s Appropriations 4% 4% 12%

a  The $3.4 million transfer in 2014-15 was an unbudgeted interfund transfer to the capital projects fund to help fi nance a 
capital project approved by District voters.
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The District’s budgeting practices also allowed unrestricted fund 
balance to be within the statutory limit. We compared budgeted 
appropriations and estimated revenues with actual operating results 
from July 1, 2013 through June 30, 2016. While actual revenues 
were slightly greater than budget estimates, appropriations were 
overestimated by an average of $4.6 million or 16 percent each year 
for a cumulative total of $13.8 million or 16 percent.

Figure 2: Overestimated Appropriations
Budgeted 

Appropriations
Actual 

Expenditures
Overestimated 
Appropriations

Percentage 
Overestimated

2013-14 $33,434,000 $29,374,000 $4,060,000 14%

2014-15 $33,818,000 $28,804,000 $5,014,000 17%

2015-16 $33,156,000 $28,347,000 $4,809,000 17%

Totals $100,408,000 $86,525,000 $13,883,000 16%

The most signifi cant variances were found in instructional salaries, 
BOCES3 services, employee benefi ts and tuition. Actual expenditures 
for these totaled between $1.8 and $4 million (14 to 31 percent) less 
than the amounts budgeted. The Business Manager told us that he 
budgeted instructional salaries based on contractual agreements and 
added between $50,000 and $100,000 to the totals for contingencies. 
However, because salary costs and employee benefi ts are primarily 
determined by contractual agreements, budgeted appropriations 
should be accurately projected and not consistently overestimated. 

For BOCES services and tuition, the Business Manager told us that 
he overestimated these amounts due to the uncertainty involved with 
special education and the District’s large number of special needs 
students enrolled. However, we reviewed the Business Manager’s 
analysis of special needs students and related costs for the District, 
and found that the analysis did not account for State aid that would be 
received for these students. 

The Board and District offi cials annually appropriated fund balance 
to help fi nance District operations. From 2013-14 through 2015-16, 
the District appropriated $2.2 million of fund balance on average 
each year for this purpose. However, the amounts appropriated 
were not needed because District offi cials annually overestimated 
appropriations and the District ended each year with an operating 
surplus rather than a planned operating defi cit. 

When fund balance is appropriated as a funding source, the expectation 
is that operating expenditures will exceed revenues, resulting in a 
planned operating defi cit and a reduction in fund balance. The District 
generated a cumulative operating surplus of $8 million from 2013-14 
____________________
3 Boards of Cooperative Educational Services
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Figure 3: Unused Fund Balance
 2013-14 2014-15 2015-16

Unrestricted Fund Balance at Year-End $1,291,000 $1,298,000 $4,139,000

Add: Unused Appropriated Fund Balance $2,450,000 $1,900,000 $2,500,000

Recalculated Unrestricted Fund Balance at Year-End $3,741,000 $3,198,000 $6,639,000

Recalculated Unrestricted Fund Balance as a 
Percentage of the Subsequent Year’s Appropriations 11% 10% 19%

through 2015-16 or an average operating surplus of approximately 
$2.6 million per year. As a result, no fund balance was actually used 
to fi nance operations and fund balance increased each year. The Board 
generally used annual operating surpluses to fund reserves and, in 
2014-15 to help fi nance a capital project. 

Appropriating fund balance reduces the amount of fund balance 
subject to the statutory limit. As such, the District’s practice of annually 
appropriating fund balance that is not needed to fi nance operations is, 
in effect, a reservation of fund balance that is not provided for by 
statute and is a circumvention of the statutory limit imposed on the 
level of unrestricted fund balance. When appropriated fund balance 
that was not needed to fi nance operations is added back, unrestricted 
fund balance exceeded the statutory limit ranging between 6 and 15 
percentage points.

Based on our analysis of the 2016-17 adopted budget and year-to-
date operations, District offi cials budgeted similarly to previous 
years and will not use the $2.5 million appropriated to help fi nance 
the year’s appropriations and we project the District will experience 
an operating surplus and fund balance will continue to exceed the 
statutory limit. 

Budgeting practices that produce operating surpluses result in real 
property tax levies that are greater than necessary. The Board and 
District offi cials have increased the tax levy by $353,000 (1 percent) 
over the past three years. Although the tax levy remained stable, 
District offi cials may have missed opportunities to better use fund 
balance and reduce taxes. 

The Board may establish reserve funds to fi nance future costs for a 
variety of specifi ed objects or purposes but must do so in compliance 
with statutory requirements. While school districts are generally not 
limited as to how much money can be held in reserves, balances 
should be reasonable. The Board should periodically assess the 
reasonableness of the amounts accumulated in each reserve and, 
when warranted, reduce reserve balances to a reasonable level or 
discontinue a reserve that is no longer needed or whose purpose has 
been achieved. 

Reserves
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As of June 30, 2016, the District reported eight general fund reserves 
with a combined balance of $5.2 million. We analyzed the reserves for 
reasonableness and found the balance in one reserve, the employee 
benefi t accrued liability reserve (EBALR), was excessive when 
compared to the potential costs which could be paid from the reserve. 
The remaining reserves were reasonably funded and properly used.

General Municipal Law authorizes school districts to create an 
EBALR to fund the cash payment of accrued and unused sick, 
vacation and certain other accrued but unused leave time owed to 
employees when they leave District employment. As of June 30, 
2016, the balance of this reserve was nearly $644,000. However, the 
District’s long-term liability for compensated absences payable from 
the EBALR was approximately $377,000 resulting in an overfunding 
of approximately $267,000 (70 percent). 

The Business Manager told us that the reserve is maintained at 
the current level due to a contractual requirement in the teachers’ 
collective bargaining agreement for a retirement payout of 40 percent 
of their fi nal salary. However, because this retirement payment is not 
based on accrued but unused leave time, there is no legal authority for 
the District to reserve funds in the EBALR for this purpose. Further, 
District offi cials have not used the reserve to pay for separation 
payments. Instead offi cials levied real property taxes for this purpose 
and paid related expenditures from the operating budget.

While it is prudent to provide for unforeseen circumstances, 
consistently overestimating appropriations, improperly deferring 
revenue and overfunding a reserve results in taxes being higher than 
necessary.

The Board and District offi cials should:

1. Maintain unrestricted fund balance within the statutory limit.

2. Develop a plan to reduce unrestricted fund balance in a manner 
that benefi ts District residents. Such uses could include, but 
are not limited to:

• Funding one-time expenditures;

• Funding needed reserves; and

• Reducing District property taxes.

3. Develop realistic estimates of appropriations and use of fund 
balance in the budget.

Recommendations
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4. Ensure that the EBALR is used in accordance with statute and 
take appropriate action to better align funding levels with the 
District’s long-term liability.

The Business Manager should:

5. Properly record State building aid as revenue when it is 
measurable and available.
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Payroll

An effective payroll system provides assurance that payroll 
transactions are appropriately supported, authorized by management 
and accurately paid. The Board should adopt adequate policies 
and District offi cials should develop written procedures to ensure 
employees are accurately paid their respective salaries and wages. The 
Board is responsible for approving the amounts to be paid to District 
employees, benefi ts to be provided through collective bargaining 
agreements and individual employee contracts and established pay 
rates. The Board is also responsible for ensuring employees who 
leave District employment are paid only the amount of separation 
payments to which they are entitled. 

District offi cials developed and implemented adequate written policies 
and procedures over the payroll process to ensure the accuracy of 
the compensation paid and benefi ts provided to employees. The 
District Clerk routinely records the Board’s approval of individual 
contracts, CBAs, appointments, salaries, wage rates, resignations 
and retirements and the effective dates of the activities in the Board 
minutes. 

Two clerks are responsible for entering new employees and Board-
approved salary information into the fi nancial system. The clerks enter 
time sheets and process payroll on a biweekly basis. The Treasurer 
issues payroll checks and direct deposit stubs, confi rms bank transfers 
(initiated by one of the payroll clerks) and enters payroll related 
journal entries into the fi nancial system. Additionally, the Business 
Manager reviews and certifi es payroll and separation payments.

Using a combination of manual and computer-assisted auditing 
techniques (CAATs) procedures, we reviewed payroll records for 
all employees paid during the audit period and identifi ed high-
risk transactions.4 We judgmentally selected and tested employee 
pay rates, benefi ts and withholdings for accuracy, eligibility and 
appropriateness. 

We also reviewed the accuracy of multiple types of payments to 
employees and determined whether the employees were eligible to 
receive these payments. Payments reviewed included stipends, health 
insurance buyouts, educational and continuing education bonuses and 
longevity and separation payments. Other than minor discrepancies, 
which we discussed with District offi cials, all payments we tested 
____________________
4 The use of CAATs increases effi ciency and enables testing on large data sets. See 

Appendix C for information on our sampling methodology.
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were paid in accordance with Board approved contracts, correctly 
calculated, properly supported and certifi ed by the Business Manager. 

We commend the Board and District offi cials for establishing and 
implementing an effective and effi cient payroll system.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 23
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 See
 Note 4
 Page 23

 See
 Note 3
 Page 23

 See
 Note 2
 Page 23
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 See
 Note 6
 Page 24

 See
 Note 5
 Page 23
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 See
 Note 7
 Page 24
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 See
 Note 8
 Page 24



2121DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY



22                OFFICE OF THE NEW YORK STATE COMPTROLLER22



2323DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE

Note 1 

District offi cials did not provide documentation to support their assertion that the prior administration 
made an error in 2005-06.

Note 2 

Building aid is based upon an assumed debt service using the approved project cost less any portion 
of the project fi nanced by any means other than the issuance of debt, an assigned term (assumed 
amortization period) of 15, 20 or 30 years, respectively, for reconstruction, additions and new buildings 
and a Statewide average interest rate. District offi cials may choose to align debt service payments with 
the assumed amortization period, but are not required to do so.

Note 3 

The prior administration chose not to align the debt service payments with the 15-year amortization period 
assigned by the New York State Education Department (SED). Although the current administration 
clearly disagrees with this decision, it was a permissible option, not necessarily an error.

Note 4 

The section of GASB cited by District offi cials does not apply in this case because the State (provider) 
does not require the District (recipient) to use building aid to offset debt service, unless the aid payments 
are for debt service on debt excluded in ascertaining the power of the District to contract indebtedness 
(Education Law Section 3609-a[3] and Local Finance Law Sections 121.20 and 137.00). The debt for 
which the aid was paid here was not so excluded. 

Upon completion of its SED-approved capital project and fi ling of its fi nal cost reports, the District 
satisfi ed all of the State’s requirements to be eligible to receive building aid. These requirements 
do not include the issuance or repayment of debt; in fact, the District would have been eligible to 
receive building aid even if the project had been paid for with cash. Further, the District met all the 
eligibility criteria for recognizing building aid as a current revenue, because it was both measurable 
and available. Therefore, the District’s deferral of building aid was improper.

Note 5 

The purpose of our June 2002 Accounting Release (release) Advance Refunding Bonds, was to 
explain the reporting requirements for advance refunding bonds. At that time, many school districts 
were issuing advance refunding bonds to align their debt service payments with building aid payable 
under the then new assumed amortization calculation. The release merely notes that building aid will 
be based on, among other factors, an assumed amortization period. School districts may, but are not 
required to, structure the terms of their bonds such that the debt service payment will align with 
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building aid. The release does not suggest that building aid is recognized over the maximum maturity 
period under Local Finance Law.

Note 6 

A prior period adjustment would be appropriate for correcting an error discovered in a school district’s 
fi nancial statements after the close of the fi scal year. However, such an error was not made in this case. 

Note 7 

Actual expenditures decreased by $1 million from 2013-14 through 2015-16. However, appropriations 
decreased by less than $300,000 over that same period. As a result, budget estimates far exceeded 
expenditures. 

Note 8 

The District’s tax levy remained relatively fl at over our audit period. However, because District 
offi cials signifi cantly overestimated appropriations each year, the tax levy was consistently higher 
than necessary.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

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

Financial Condition

• We interviewed District offi cials and reviewed Board minutes and policies to gain an 
understanding of the procedures for maintaining fi nancial records, monitoring fund balance, 
developing an annual budget and maintaining and funding reserves.

• We reviewed the last three completed years of fi nancial data and budgets to analyze fund 
balance and determine whether the District’s operating results and budget estimates were 
reasonable.

• We reviewed the 2016-17 adopted budget and year-to-date fi nancial activity to project operating 
results for the current year.

• We reviewed the tax levy from 2010-11 through 2016-17 and budget documents provided by 
District offi cials to support tax levy calculations.

• We calculated unrestricted fund balance as a percentage of the next year’s appropriations to 
determine whether the District was in compliance with statute.

• We reviewed journal entries and related supporting documentation to determine the 
reasonableness of deferred revenues.

• We reviewed Board minutes and other records to determine whether reserves were properly 
established, funded and used.

Payroll 

• We obtained various data sets from the District’s computerized fi nancial database and then 
performed tests using specialized software to identify anomalies and high-risk transactions. 

• We reviewed the internal controls and procedures over the computerized fi nancial database 
and source documents to determine whether the information produced by such systems was 
reliable.

• The overall population of electronic payroll data for the audit period consisted of 9,364 payroll 
checks, 366 employees (all paid employees, including part-time and substitutes) and 266 
employee bank accounts. As part of our review of checks, we looked at additional pay items 
and payroll withholdings. 

• We interviewed and observed District offi cials and employees to learn about payroll-processing 
procedures and employee benefi ts and reviewed CBAs, Board-approved pay schedules for 
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non-union employees, personnel fi les, time and attendance records, leave records and other 
payroll source documents.

• We performed audit procedures to determine whether the employees paid were actual employees. 
These procedures included identifying and verifying employee Social Security numbers to the 
Social Security death master fi le, employee addresses outside of a 45-mile radius, employee 
addresses with post offi ce boxes or no address, employees with the same name, address or 
phone number, payroll checks with the same check number, duplicate employee Social Security 
numbers and employees using the same bank.

• To verify the accuracy of compensation paid to employees, we verifi ed that all employees 
paid the appropriate Social Security and Medicare taxes, that all payments made prior to 
offi cial dates of hire were appropriately paid to valid employees and that all payments made to 
employees through the check register agreed with amounts reported on W-2 forms.

• We performed CAAT audit procedures to determine whether certain payroll payments to 
employees were appropriate. We reviewed compensation paid to certain employees and key 
offi cials, rounded payroll payments and balloon payments, checks written to employees who 
received more than 26 payments during a fi scal year, selected checks issued on dates that were 
not scheduled pay dates, payments made to employees after the termination date, longevity 
payments, sick leave incentives, education and continuing education bonuses, separation 
payments, health insurance buyouts, vacation leave buy-back payments and overtime 
compensation.

• We compared a sample of employees’ salary rates with Board-approved salary schedules 
(including stipends) and traced the amounts to the CBAs, individual contracts and Board 
resolutions. Our sample was selected using a random number generator to select 15 employees 
from each fi scal year to test. We also reviewed the records of a judgmentally selected sample 
of employees with the 20 highest gross salaries.

• We performed data reliability tests, which included looking for manual and voided checks, 
verifying employee direct deposits with the bank and following up on gaps in payroll check 
sequence numbers.

• We reviewed time sheets for a sample of employees for 2015-16 and 2016-17 to verify the 
accuracy of time worked and paid. We used a random number generator to select three pay 
periods and 10 employees from each pay period to test.

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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