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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability
	
March 2018

Dear School District Officials:

A top priority of the Office of the State Comptroller is to help school district officials manage their 
districts efficiently and effectively and, by so doing, provide accountability for tax dollars spent to 
support district operations. The Comptroller oversees the fiscal affairs of districts statewide, as well 
as districts’ compliance with relevant statutes and observance of good business practices. This fiscal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
district operations and Board of Education governance. Audits also can identify strategies to reduce 
district costs and to strengthen controls intended to safeguard district assets.

Following is a report of our audit of the Salamanca City School District, entitled Financial Management 
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 officials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional office for your county, as listed at the end of 
this report.

Respectfully submitted,

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

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

EXECUTIVE SUMMARY

The Salamanca City School District (District) is governed by a Board of Education (Board), composed 
of seven elected members and responsible for the general management and control of financial and 
educational affairs. The Superintendent of Schools (Superintendent) is the chief executive officer and 
responsible, along with other administrative staff, for the District’s day-to-day management under the 
Board’s direction. The Assistant Superintendent for Finance and Operations (Assistant) is responsible 
for certifying payrolls, preparing budgets and maintaining accounting records.

The District operates three schools with approximately 1,300 students and 300 employees. The District’s 
budgeted expenditures for the 2016-17 fiscal year were $29.6 million, funded primarily with State aid, 
Compact aid,1 Impact aid,2 real property taxes and grants. General fund unrestricted fund balance was 
approximately $18 million as of June 30, 2016 and payroll payments totaled approximately $12.6 
million, or 33 percent of reported 2015-16 expenditures.

Scope and Objective

The objective of our audit was to evaluate the District’s financial management practices and employee 
compensation payments for the period July 1, 2013 through May 19, 2017. We extended our scope 
period back to July 1, 2001 to review certain employee compensation payments. Our audit addressed 
the following related questions: 

•	 Did the Board and District officials properly manage District finances by ensuring fund balance 
and reserves were reasonable?

 
•	 Were employee salaries, wages and separation payments accurately paid?

Audit Results

The Board and District officials have not effectively managed fund balance. Unrestricted fund balance 
increased from $9.5 million as of June 30, 2014 to $18.3 million as of June 30, 2016. Unrestricted fund 
balance was 62 percent of 2016-17 budgeted appropriations and exceeded the statutory limit3 by $17 
million (58 percentage points). 

1	 A portion of revenues the Seneca Nation collects at its casinos and pays to host communities to offset associated costs 
from having a casino located within their boundaries.

2	 A federal program designed to supplement school districts that either have land owned by the federal government within 
their boundaries or that has been removed from the local tax rolls by the federal government.

3	 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.
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While the vast majority of accumulated fund balance resulted from retroactive aid payments from 
the State and payments from the federal government which were outside the District’s control, even 
without these payments, unrestricted fund balance would have exceeded the legal limit as of June 30, 
2016 by approximately $5 million, or 17 percentage points.

The Board and District officials also have not effectively managed four reserve funds with balances 
totaling approximately $4.1 million. District officials could have more effectively managed fund 
balance and reserves had they incorporated multiyear financial and capital plans into their annual 
budgeting process to better facilitate timely fund balance management in conjunction with meeting 
long-term District goals (e.g., capital projects). Although from 2013-14 through 2015-16, the Board 
reduced the tax levy by approximately $2.3 million or 66 percent, no reductions were made to the 
2016-17 levy. Consequently, the Board and District officials missed opportunities to further reduce 
the tax levy.

We found that employee salary step information was not clearly identified in a prior Collective 
Bargaining Agreement (CBA). As a result, it was not clear what the proper salary step placement was, 
at the time of the agreement, for three employees in our audit sample. The Board also has not adopted 
written policies and District officials have not developed written procedures formalizing controls 
and oversight associated with the payroll function. We found no discrepancies with four separation 
payments totaling $41,525 paid to former employees.

Comments of District Officials

The results of our audit and recommendations have been discussed with District officials, and their 
comments, which appear in Appendix A, have been considered in preparing this report. District officials 
disagreed with certain aspects of our findings and recommendations in our report, but indicated that 
they planned to implement some of our recommendations. 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

The Salamanca City School District (District) is located in the City 
of Salamanca and the Towns of Carrollton, Great Valley, Little 
Valley, Napoli and Salamanca in Cattaraugus County. The District is 
governed by a Board of Education (Board) composed of seven elected 
members. The Board is responsible for the general management 
and control of financial and educational affairs. The Superintendent 
of Schools (Superintendent) is the chief executive officer and 
responsible, along with other administrative staff, for the District’s 
day-to-day management under the Board’s direction. The Assistant 
Superintendent for Finance and Operations (Assistant) is responsible 
for certifying payrolls, preparing budgets and maintaining accounting 
records.

The District operates three schools with approximately 1,300 students 
and 300 employees. The District’s budgeted appropriations for the 
2016-17 fiscal year were $29.6 million, funded primarily with State 
aid, Compact aid,4 Impact aid,5 real property taxes and grants. Payroll 
payments totaled approximately $12.6 million, or 33 percent, of 
reported 2015-16 expenditures.

The objective of our audit was to evaluate the District’s financial 
management practices and employee compensation payments. Our 
audit addressed the following related questions: 

•	 Did the Board and District officials properly manage 
District finances by ensuring fund balance and reserves were 
reasonable?

 
•	 Were employee salaries, wages and separation payments 

accurately paid?

We examined the District’s financial management practices and 
employee compensation payments for the period July 1, 2013 through 
May 19, 2017. We extended our scope period back to July 1, 2001 to 
review certain employee compensation payments.

4	 A portion of revenues the Seneca Nation collects at its casinos and pays to host 
communities to offset associated costs from having a casino located within their 
boundaries.

5	 A federal program designed to supplement school districts that either have 
land owned by the federal government within their boundaries or that has been 
removed from the local tax rolls by the federal government.
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Comments of District 
Officials and Corrective 
Action

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 the relevant population size and the sample selected 
for examination.

The results of our audit and recommendations have been discussed 
with District officials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. District officials 
disagreed with certain aspects of our findings and recommendations 
in our report, but indicated that they planned to implement some of 
our recommendations. Appendix B includes our comments on the 
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 findings and recommendations 
in this report must be prepared and provided to our office within 90 
days, with a copy forwarded to the Commissioner of Education. To 
the extent practicable, implementation of the CAP must begin by 
the end of the next fiscal year. For more information on preparing 
and filing your CAP, please refer to our brochure, Responding to an 
OSC Audit Report, which you received with the draft audit report. 
The Board should make the CAP available for public review in the 
District Clerk’s office.
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Financial Management

The Board, Superintendent and Assistant are responsible for accurate 
and effective financial planning which includes ensuring that fund 
balance does not exceed the amount allowed by law and that reserve 
account levels are reasonable. Fund balance represents the cumulative 
residual resources from prior fiscal years that can, and in some cases 
must, be used to lower property taxes for the subsequent year. A 
school district may retain a portion of fund balance, referred to as 
unrestricted fund balance, but must do so within the legal limit.6  

Additionally, school districts are legally allowed to establish reserves 
and accumulate funds for certain future purposes (e.g., capital 
projects or retirement expenditures). To ensure effective planning and 
transparent management of financial resources, the Board and District 
officials should develop and continually update a comprehensive 
written reserve fund policy (policy) and multiyear financial and 
capital plans. 

The Board and District officials have not effectively managed fund 
balance. Unrestricted fund balance increased from $9.5 million as 
of June 30, 2014 to $18.3 million as of June 30, 2016. Unrestricted 
fund balance was 62 percent of 2016-17 budgeted appropriations and 
exceeded the statutory limit by $17 million (58 percentage points). 

While the vast majority of accumulated fund balance resulted from 
retroactive aid payments from the State (Compact aid) and payments 
from the federal government (Impact aid), which were outside the 
District’s control, even without these payments unrestricted fund 
balance would have exceeded the legal limit as of June 30, 2016 by 
approximately $5 million (17 percentage points). 

The Board and District officials also have not effectively managed 
four reserve funds with balances totaling approximately $4.1 million. 
They could have more effectively managed fund balance and reserves 
if they had incorporated multiyear financial and capital plans into 
their annual budgeting process to better facilitate timely fund balance 
management in conjunction with meeting long-term District goals 
(e.g., capital projects). Although from 2013-14 through 2015-16, 
the Board reduced the tax levy by approximately $2.3 million or 66 
percent, no reductions were made to the 2016-17 levy. Consequently, 
the Board and District officials missed opportunities to further reduce 
the tax levy.

6	 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.
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The Board and District officials are responsible for effectively 
managing fund balance by ensuring a sufficient amount is available 
in the event of revenue shortfalls or unanticipated expenditures and 
properly planning for amounts that become excessive. Multiyear 
planning can be a vital tool to effectively manage fund balance, set 
long-term priorities, work towards goals and see the effect of fiscal 
circumstances and decisions over time.

The Board and District officials did not adopt or incorporate multiyear 
financial and capital plans into their annual budgeting process and as 
a result, have not properly planned for unrestricted fund balance that 
has become excessive. As of June 30, 2016, unrestricted fund balance 
was approximately $18.3 million or 62 percent of the subsequent 
year’s budget. We projected revenue and expenditure trends for 
the remainder of 2016-17 and subsequent operating results, which 
agree with the Assistant’s estimate of an operating surplus in 2016-
17, potentially adding an additional $4 million to unrestricted fund 
balance.

Fund Balance

Figure 1 - Unrestricted Fund Balance 
 2013-14 2014-15 2015-16

Beginning Fund Balance $11,669,827 $18,035,978 $22,754,375

Add: Operating Surplus $6,370,386 $1,435,286 $4,146,560

Add: Transfers In $35,000 $3,296,933a $0

Less: Transfers Out $39,235 $13,822 $12,153

Ending Fund Balance $18,035,978 $22,754,375 $26,888,782

Less: Restricted Fund Balance 
(Reserves) $7,084,571 $7,437,266 $7,670,360

Less: Encumbrances $204,104 $392,471 $259,540

Less: Appropriated Fund 
Balance $1,227,343 $2,102,947 $707,768

Unrestricted Fund Balance at 
Year End $9,519,960 $12,821,691 $18,251,114

Subsequent Year’s Budgeted 
Appropriations $27,572,466 $27,809,900 $29,576,962

Unrestricted Fund Balance as 
a Percentage of Subsequent 
Year’s Budget

35% 46% 62%

Amount of Unrestricted Fund 
Balance Authorized by Real 
Property Tax Law

$1,102,899 $1,112,396 $1,183,078

Amount Exceeding the Legal 
Limit $8,417,061 $11,709,295 $17,068,036

a	 District officials transferred excess funds held in the debt service fund to the general fund 
to correct a prior erroneous debt payment made from the general fund and also transferred 
proceeds from the sale of the Seneca Elementary building to the general fund.
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In June 2013, the State and the Seneca Nation resolved a three-
year dispute regarding the distribution of Compact aid (casino 
revenues) and the District received a retroactive payment in 2013-14 
of approximately $6 million. As a result, unrestricted fund balance 
increased by approximately 55 percent from the previous year. In 
addition, in 2015-16 the District received a retroactive aid payment 
of approximately $4 million from the State for a 2014 tuition contract 
settlement and actual Impact aid revenues exceeded budget estimates 
by approximately $585,000, which increased unrestricted fund 
balance by approximately 18 percent from the previous year. 

District officials, uncertain of the reliability of future Compact aid 
payments, did not include this revenue in the adopted 2017-18 budget. 
This is expected to have a minimal financial impact on District 
operations due to increases in Impact aid. District officials anticipate 
receiving $3.1 million in Impact aid in 2017-18 (almost double what 
the District received in 2014-15). If past financial trends continue, we 
estimate that the District would experience an operating surplus of 
approximately $4 million for 2017-18.

In an attempt to reduce unrestricted fund balance, the Board reduced 
the tax levy by approximately $2.3 million, or 66 percent from 2013-
14 through 2015-16 and in December 2016 proposed a capital project 
to voters totaling approximately $59 million, which would be partially 
funded with $9 million from unrestricted fund balance. However, the 
voters did not approve this project. In June 2017, District officials 
presented and voters approved a revised project with a total maximum 
cost of $28 million to be funded by approximately $7 million of 
unrestricted fund balance. However, we estimate that approximately 
$11 million in unrestricted fund balance remains that exceeds the 
statutory limit for which District officials have no immediate plans. 

District officials could benefit from comprehensive multiyear financial 
and capital plans being incorporated into the annual budgeting 
process to prioritize capital investments, long-term budgetary funding 
goals and maintenance and improvements to existing infrastructure. 
Multiyear plans can also help residents better understand the District’s 
financial management practices.

The statutes pursuant to which reserves are established determine how 
the reserves may be funded, expended or discontinued. Generally, 
school districts are not limited as to how much money they can 
maintain in reserves. However, school districts should maintain 
reserve balances that are reasonable, based on historical trends and 
projected costs. To do otherwise, that is, funding reserves at greater 
than reasonable levels, results in higher real property tax levies than 
necessary.

Reserve Funds
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As of June 30, 2016, the District reported six general fund reserves 
totaling approximately $7.7 million. Four of these reserves were 
excessively funded with balances totaling approximately $4.1 million. 
While the Board adopted a written reserve policy documenting its 
financial objectives for each reserve, it did not subsequently update 
its policy7 as needed and chose not to follow it. In addition, officials 
have not used the following four reserves to pay related expenditures 
during the last three years (2013-14 through 2015-16).

Retirement Contribution Reserve – General Municipal Law (GML) 
authorizes this reserve for the payment of retirement contributions to 
the New York State and Local Retirement System (NYSLRS). As of 
June 30, 2016, the balance of this reserve totaled $2 million, which 
represents nearly five times the District’s annual average cost for 
retirement contributions of approximately $400,000.

The reserve policy states that 50 percent of the annual NYSLRS 
billing will be paid from this reserve. However, officials did not use 
this reserve to fund retirement contributions because the Board levied 
taxes for this purpose. As a result, we question the reasonableness of 
maintaining this reserve at its current funding level given the ability 
of the District to comfortably incorporate these costs directly within 
the budget. 

Employee Benefit Accrued Liability Reserve (EBALR) – GML 
authorizes this reserve for the cash payment of accrued and unused 
sick, vacation and certain other leave time due to employees when 
they leave District employment. As of June 30, 2016, the balance of 
this reserve totaled $1.2 million.

The policy states that EBALR eligible expenses will be included in 
the annual budget with actual costs reimbursed from this reserve at 
year-end. While the Board budgeted for and incurred annual average 
EBALR costs totaling approximately $86,000 a year for the last three 
years, officials have not made the corresponding reimbursement 
from this reserve as directed by the policy. Instead sizeable annual 
operating surpluses made those transfers unnecessary. 

Although District officials’ liability calculations supporting the 
amount held in this reserve fund are reasonable, this reserve has not 
been used as required by the policy and officials instead paid for these 
costs through budget appropriations each year. As a result, we question 
the reasonableness of maintaining this reserve at its current level of 
funding given the ability of the District to comfortably incorporate 
these costs directly within the budget. 

7	 The adopted reserve policy states that the majority of funding sources for reserve 
funds are tied to a percentage of unrestricted fund balance. 
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Unemployment Reserve – GML authorizes this type of reserve for 
reimbursing the New York State Unemployment Insurance Fund for 
unemployment benefits paid to claimants on the District’s behalf. As 
of June 30, 2016, the balance of this reserve was $690,000 which 
represents more than 90 times the District’s three-year annual average 
unemployment costs of approximately $7,300 per year. 

Over the past three years, the Board included appropriations in the 
annual budgets averaging approximately $75,000, which was more 
than adequate to cover actual unemployment costs annually averaging 
$7,300. We question the reasonableness of maintaining this reserve 
at its current level of funding as it is excessive compared to annual 
average expenditures. 

Workers’ Compensation Reserve – GML authorizes establishing 
this type of reserve to pay for compensation and benefits, medical, 
hospital and other expenses authorized by New York State Workers’ 
Compensation Law and to pay the expenses of administering a self-
insurance program. As of June 30, 2016, the balance of this reserve 
was $260,000. 

The policy states that 10 percent of actual costs will be funded from 
this reserve. However, additions to this reserve have made any 
deductions unnecessary and the reserve has continued to grow to its 
current funding level. The District incurred expenditures averaging 
$95,000 annually, which were adequately covered with budgeted 
appropriations during the same time period. As a result, we question 
the reasonableness of maintaining this reserve at its current funding 
level. 

While it is prudent to provide for unforeseen circumstances, 
overfunding and not using reserves for their intended purpose results 
in property taxes being higher than necessary because the excessive 
balances are not being used to fund operations.

The Board and District officials should:

1.	 Develop, adopt and routinely update comprehensive multiyear 
financial and capital plans to document goals and objectives 
for funding long-term operating and capital needs, revenue 
and expenditure trends, changes to reserve fund balances and 
estimates for using unrestricted fund balance and how funds 
exceeding the statutory limit will be used. The plans should 
be monitored and updated on an ongoing basis.

Recommendations
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2.	 Maintain unrestricted fund balance within the statutory limit.

3.	 Develop and implement a plan to reduce unrestricted fund 
balance in a manner that benefits residents. Such uses could 
include, but are not limited to:

•	 Funding one-time expenditures;

•	 Funding needed reserves; and

•	 Further reducing property taxes.

4.	 Review and update the reserve fund policy. 

5.	 Review all reserves at least annually to determine if the 
amounts reserved are necessary and reasonable. Any excess 
funds should be transferred to unrestricted fund balance 
(where allowed by law) or to other reserves established and 
maintained in compliance with relevant statutes.
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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 officials should develop written procedures to help ensure 
employees are accurately paid their salaries and wages. The Board 
should approve the amounts to be paid to District employees through 
collective bargaining agreements (CBAs), individual employee 
contracts and Board-established rates. Additionally, school districts 
may, in some cases, provide separation payments to employees for 
all or a portion of their earned but unused leave time when they leave 
district employment. The Board is responsible for ensuring departing 
employees are paid the amounts to which they are entitled.

We found that employee salary step information was not clearly 
identified in a prior CBA. As a result,8 it was not clear what the 
proper salary step placement was, at the time of the agreement, for 
three employees in our audit sample. To help ensure employees 
are accurately paid, we recommend that sufficiently clear salary 
schedules and salary step information are included in employment 
agreements. The Board also has not adopted written policies and 
District officials have not developed written procedures formalizing 
controls and oversight associated with the payroll function to help 
ensure rates of pay are clearly identified and entered into the payroll 
system. We found no discrepancies with four separation payments 
totaling $41,525 paid to former employees.

We examined payroll payments for 15 employees during three 
payroll periods totaling more than $82,000 and found no significant 
exceptions with 14 of them. However, while examining District 
payroll and personnel records for the salary variances we noted 
initially with the one employee, we found a memorandum in the 
employee’s personnel file, which was signed by the Superintendent 
in April 2016, indicating that a clerical error occurred in 2003-04, and 
that the employee should have been advanced to a different salary 
step. According to the memorandum, the employee’s salary step was 
adjusted to the correct step in 2015-16. We were informed by District 
officials, that the District did not examine further into other similar 
employees’ payroll histories to determine whether the apparent 
clerical error may have impacted other employees. 

As a result, we extended our testing in an effort to assess whether 
other employees, who were employed during 2002-03, could also 

8	 We discussed other less significant payroll issues with District officials. 
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have been affected by the apparent clerical error. We found that the 
CBA, effective during 2003-04, did not include language to help 
clearly identify salary step placement for employees subject to the 
agreement. 

For example, according to the prior CBA, employee salary step 
schedules were reduced from 25 steps to 20 steps, but did not include 
information to help identify which steps were to be compressed. 
The CBA also did not expressly address whether employees would 
advance a step for 2003-04, or be “frozen on step” and not advanced 
in 2003-04.

As part of our extended testing we reviewed payroll histories for 
five other employees who currently work for the District and began 
their employment before 2003-04. We found that two employees 
who were covered by the same CBA as the one employee with salary 
variances that we initially identified in our original sample, were not 
advanced a step in 2003-04.9 As a result, we question whether these 
three employees had been placed on the correct salary step. However, 
because the prior CBA did not clearly address which salary steps were 
to be compressed or whether employees were to advance a salary step 
for 2003-04, it remains unclear what the intent of the parties were in 
regards to salary step placement for such employees when the CBA 
was negotiated. Subsequent to the exit conference, we confirmed that 
none of the employees covered by this CBA were advanced a salary 
step in 2003-04. 

To help ensure that employees are accurately paid, we recommend 
that salary step information be more clearly addressed in future 
employment agreements. 

The Board and District officials should:

6.	 Develop and adopt written payroll policies and procedures.

7.	 Ensure that CBAs contain sufficiently clear salary step 
information.

Recommendations

9	 We noted no exceptions with the salaries paid to the remaining three employees 
in the extended sample.
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APPENDIX A

RESPONSE FROM DISTRICT OFFICIALS

The District officials’ response to this audit can be found on the following pages.

The District’s response letter refers to page numbers that appeared in the draft audit report. The page 
numbers changed during the formatting of this final report.
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Note 2
Page 28
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APPENDIX B

OSC COMMENTS ON THE DISTRICT’S RESPONSE

Note 1

We provided the payroll clerk with the four employee names selected for our sample to obtain the 
records needed for examination. 

Note 2

While examining District payroll and personnel records for the salary variances that we noted initially 
with the one employee in our audit sample, we found that during 2015-16, an employee brought 
to District officials’ attention the possibility of not having been placed on the correct salary step. 
According to a memorandum signed by the Superintendent (which was included in the employee’s 
personnel file), upon a closer examination of the employee’s salary step, it was determined that due 
to a clerical error that occurred in 2003-04, the employee should have been advanced to a different 
salary step. The memorandum further indicated that the employee’s salary step would be adjusted to 
the correct salary step as of April 2016. The memorandum did not address whether any additional 
adjustments should have been made for previous years due to the apparent clerical error. 

As a result, we expanded our audit testing to address whether other employees, who were employed 
during 2002-03, could also have been affected by the same clerical error.10  Pursuant to the CBA, 
effective for 2003-04, the teachers’ salary step schedule was changed from 25 steps to 20 steps. The 
CBA listed the 20 salary steps and the corresponding pay rates. However, the CBA did not expressly 
identify which steps were to be compressed or how to identify which step an employee was to be 
placed in for 2003-04. The CBA also did not expressly state that employees were to be “frozen on 
step” or “re-stepped” for 2003-04. The District did provide additional documentation which could be 
read to suggest that the parties intended to have employees’ salaries frozen or “re-stepped” for 2003-
04. However, there was no indication that the documentation provided was approved by the Board. 
Under these circumstances, it remains unclear to us what the intent of the parties were as it related to 
the salary step placement of employees for 2003-04. 

We acknowledge, however, that the parties to the CBA have subsequently negotiated and entered into 
new agreements which included implementing new salary step schedules. It also is our understanding 
that no grievances have been filed against the District challenging an employee’s placement since the 
schedule was compressed in 2003. Nonetheless, the Board is ultimately responsible to ensure that 
employees are paid accurately and, in our view, had additional clarifying language been included 
in the 2003-04 CBA, it could have helped reduce any confusion regarding salary step placement of 
employees for 2003-04. 

We have modified the findings regarding this concern. 

10	We inquired of District officials whether a review was performed by the District to address whether other employees, 
who were employed at this time (employed since 2002-03), may also have been affected by the apparent clerical error.  
District officials stated that, based on the advice of the District’s legal counsel, they had not done so. 
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Note 3

In contradiction to the statement that the District could not increase an employees pay without going 
through the grievance procedure, the District did in fact increase one employee’s salary based on an 
April 2016 memorandum from the Superintendent that we found in the employee’s personnel folder.

Note 4

We stated in our report that from 2013-14 through 2015-16 the Board reduced the tax levy by 
approximately $2.3 million or 66 percent.

Note 5

Our audit covered the period July 1, 2013 through May 19, 2017.

Note 6

As stated in our report, the Board and District officials are responsible for effectively managing fund 
balance by ensuring a sufficient amount is available in the event of revenue shortfalls or unanticipated 
expenditures and properly planning for amounts that become excessive. Multiyear planning can be a 
vital tool to effectively manage fund balance, set long-term priorities, work towards goals and see the 
effect of fiscal circumstances and decisions over time. 

The Board and District officials have not developed and adopted a written multiyear long-term plan 
of capital and financial priorities to guide the District. As a result, the District retained excess money 
in unrestricted fund balance that significantly exceeded the amount allowed by statute and in reserves 
that are excessively funded and not being used. 

The District has experienced operating surpluses in each of the last three years (2013-14, 2014-15 
and 2015-16). These operating surpluses substantially exceeded the budgeted amounts raised each 
year through the annual tax levy, essentially making the levy unnecessary and contributing to the 
substantial increase of unrestricted fund balance in violation of Real Property Tax Law.

Note 7

As stated in our report, four reserves are excessively funded. As a result, property taxes were higher 
than necessary because the excessive balances were not used to fund operations. We are pleased that 
officials agreed with our recommendation to improve its reserve fund management by reviewing all 
reserves annually and reviewing and updating the reserve fund policy.

Note 8

None of the four reserves cited in our audit report can be used to fund a capital project. As such, these 
reserves are not affected when voters do not approve a capital project.
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Note 9

This information is not accurate. We did not make the statements in quotations. 

Note 10

We revised recommendation #7.

Note 11

We removed recommendation #8.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

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

•	 We interviewed District officials to gain an understanding of the District’s financial management 
practices.

•	 We analyzed 2013-14, 2014-15 and 2015-16 budgeted appropriations and revenues and 
compared them to actual results. We calculated whether there was an operating surplus or 
deficit for each of these years.

•	 We calculated unrestricted fund balance as a percentage of the subsequent year’s budget.

•	 We reviewed the 2016-17 budget and compared it to budgets and operating results of the three 
previous years. Based on these comparisons, we projected revenue and expenditure trends for 
the remainder of 2016-17 and subsequent operating results and compared to the Assistant’s 
projections. 

•	 We identified and reviewed all general fund reserves to determine whether funding levels 
appeared reasonable based on the District’s apparent needs.

•	 We documented the transfers of funds from and to reserves over the previous three years and 
determined whether reserve funds were used towards related expenditures.

•	 We interviewed and observed District officials and employees to understand the procedures 
used to process regular payroll and separation payments.

•	 We reviewed Board minutes for evidence of approval of individual employee contracts, CBAs, 
individual salaries, rates of pay, resignations, retirements and separation payments.

•	 We reviewed payroll records of 10 randomly selected employees and five additional employees 
judgmentally selected, based on their involvement with, and proximity to, the payroll process. 
We expanded our sample size to include an additional five employees judgmentally selected 
based on their years of service with the District. 

•	 We randomly selected three payroll periods from July 1, 2015 through March 17, 2017 and 
reviewed total contracted compensation paid in 2015-16 to determine whether payments were 
accurately calculated, supported and approved by the Board. 

•	 We reviewed the payroll schedule for 2016-17 to determine whether scheduled payments for 
the selected employees were accurately calculated, supported and approved by the Board. 
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•	 We traced the amounts paid to individual contracts, CBAs, salary notices and Board resolutions 
to determine whether the selected employees’ pay was properly calculated and accurately paid. 

•	 We reviewed all separation payments paid during our audit period to determine whether they 
were accurate.

We conducted this performance audit in accordance with GAGAS. Those standards require that we 
plan and perform the audit to obtain sufficient, appropriate evidence to provide a reasonable basis 
for our findings and conclusions based on our audit objective. We believe that the evidence obtained 
provides a reasonable basis for our findings and conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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

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