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State of New York
Office of the State Comptroller
Division of Local Government Services
and Economic Development
December 2006
Dear School District Officials:
One of the Office of the State Comptroller’s top priorities is to identify areas where school districts can
improve their operations and provide guidance and services that will assist school district officials in
making those improvements. Further objectives are to develop and promote short-term and long-term
strategies to enable and encourage school district officials to reduce costs, improve service delivery
and to account for and protect their school districts’ assets.
The reports issued by this Office are an important component in accomplishing these objectives.
These reports are expected to be a resource and are designed to identify current and emerging fiscally
related problems and provide recommendations for improvement. The following is our report on the
Beekmantown Central School District — Internal Controls Over Selected Financial Activities.
This audit was conducted pursuant to the State Comptroller’s authority as set forth in Article V,
Section 1 of the State Constitution and Article 3 of the General Municipal Law. The report contains
opportunities for improvement for consideration by the Board of Education.
If we can be of assistance to you or if you have any questions concerning this report, please feel free
to contact the local regional office for your county listed at the back of this report.
Respectfully submitted,

Office of the State Comptroller
Division of Local Government Services
and Economic Development
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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

The Beekmantown Central School District (District) is governed by the Board of Education (Board)
which comprises nine elected members. The Board is responsible for the general management and control
of the District’s financial and educational affairs. The Superintendent of Schools (Superintendent) is
the chief executive officer of the District and is responsible, along with other administrative staff, for
the day-to-day management of the District under the direction of the Board.
The District reported approximately $35.5 million in capital assets as of June 30, 2005 of which
approximately $1.9 million is equipment. Gross payroll costs during the 2004-05 fiscal year totaled
approximately $15.4 million plus $5.7 million in employee benefits. Voters approved a $32.6 million
budget for the 2005-06 fiscal year.
The District’s business office experienced significant turnover in key personnel during our audit
period. In January 2006, Business Manager Ron Clamser replaced Associate Superintendent for
Operations, Finance and Management, James Christie, who had served the District in various business
office related capacities from June 2004 through January 2006. His predecessor resigned in February
2005 after being employed approximately nine years. The District also employed a new Treasurer in
December 2004 and a new payroll clerk in March 2005.
Scope and Objectives
The objectives of our audit were to determine if the District had established effective internal controls
over its capital assets, payroll process and budget process for the period July 1, 2004 through January
31, 2006. Our audit addressed the following specific questions:
•

Are internal controls over the preparation, approval and adoption of the annual budget
adequate?

•

Are internal controls over capital assets appropriately designed and operating effectively?

•

Are internal controls over payroll appropriately designed and operating effectively?
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Audit Results
The District levied taxes in excess of the amount needed to fund the budget approved by District
voters. Although the 2005-06 voter-approved budget appropriations of approximately $32.6 million
required a tax levy of $14,235,048, the District actually levied $14,700,016 or $464,968 more than
was necessary.
There were weaknesses in the District’s controls over the tracking and accounting of capital assets,
specifically computer inventory. A fixed asset inventory was not maintained in a timely or adequate
manner and the Board had not adopted an adequate fixed asset policy and did not follow the asset
disposal policy. School officials were not able to locate six computers, worth approximately $5,000,
reportedly purchased during the period covered by our audit.
The District had no formal written policy covering the processing of payroll that resulted in the payroll
clerks developing their own informal procedures. We noted instances where unauthorized leave
time was taken and employees were paid in excess of contractual allowances. For example, former
Associate Superintendent for Operations, Finance, and Management, James Christie was paid for
12 days of compensatory time off, a total of $4,596, although there was nothing in his contract that
allows for the accrual of compensatory leave. There is no segregation of duties for processing payroll
and until recently, there was no separate review of payroll performed by someone independent of the
payroll preparation process.
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
generally agreed with our recommendations and indicated they planned to initiate corrective action.
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Introduction
Background

The Beekmantown Central School District (District) is located in
the Towns of Plattsburgh, Beekmantown, Chazy and Altona, Clinton
County. The District is governed by the Board of Education (Board)
which comprises nine elected members. The Board is responsible for
the general management and control of the District’s financial and
educational affairs. The Superintendent of Schools (Superintendent)
is the chief executive officer of the District and is responsible, along
with other administrative staff, for the day-to-day management of the
District under the direction of the Board.
There are four schools in operation within the District, with
approximately 2,000 students and 350 employees. The District’s
budgeted expenditures for the 2005-06 fiscal year were $32.6 million,
funded primarily with State aid, real property taxes and grants.
As of June 30, 2005, the District reported approximately $35.5 million
in capital assets, of which approximately $33.6 million represents
land and buildings, and $1.9 million equipment. During the 2004-05
and 2005-06 fiscal years the District purchased computer equipment
costing approximately $770,000. Gross payroll costs during the
2004-05 fiscal year totaled approximately $15.4 million plus $5.7
million in employee benefits.
The District’s business office experienced significant turnover in key
personnel during our audit period. In January 2006, Business Manager
Ron Clamser replaced Associate Superintendent for Operations,
Finance and Management, James Christie, who had served the District
in various business office related capacities from June 2004 through
January 2006. His predecessor resigned in February 2005 after being
employed approximately nine years. The District also employed a
new Treasurer in December 2004 and a new payroll clerk in March
2005.

Objectives

The objectives of our audit were to determine whether the District
had established effective internal controls over its capital assets,
payroll process and budget process. Our audit addressed the following
specific questions:

•

Are internal controls over the preparation, approval and
adoption of the annual budget adequate?
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Scope and
Methodology

•

Are internal controls over capital assets appropriately designed
and operating effectively?

•

Are internal controls over payroll appropriately designed and
operating effectively?

During this audit we examined the District’s control environment
and its internal controls over the budget process, capital assets, and
the payroll process for the period July 1, 2004 through January 31,
2006.
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.

Comments of District
Officials and Corrective
Action

The results of our audit and recommendations have been discussed
with District officials and their comments, which appear in Appendix
A, have been considered in preparing this report. District officials
generally agreed with our recommendations and indicated they
planned to initiate corrective action.
The Board has the responsibility to initiate corrective action. Pursuant
to Section 35 of the General Municipal Law, Section 2116-a (3)(c)
of the Education Law and Section 170.12 of the Regulations of the
Commissioner of Education, the Board must approve a corrective
action plan that addresses the findings in this report, forward the
plan to our office within 90 days, forward a copy of the plan to the
Commissioner of Education and make the plan available for public
review in the District Clerk’s office. For guidance in preparing the
plan of action, the Board should refer to applicable sections in the
publication issued by the Office of the State Comptroller entitled
Local Government Management Guide.
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Budgetary Control
School budgets are funded primarily with State aid, real property taxes
and grants. On the third Tuesday in May, residents of the District
have the opportunity to vote on a budget proposed by the Board.
The proposed budget should include an estimate of the amount of
tax revenue needed to fund the difference between total proposed
appropriations and estimated non-tax revenue. The Board-approved
budget submitted to the voters includes the estimated tax levy
necessary to fund the appropriations. A tentative tax rate is calculated
by dividing the estimated tax levy by the total assessed value of the
real property within the District. Generally, the timing of school
budgets allows for only a tentative tax rate to be initially presented
to the voters because the assessment roll has not yet been finalized.
Once the assessment rolls are finalized, and the amount of the tax levy
and the tax rate necessary to fund the approved expenditures has been
calculated, the tax rate is multiplied by the respective assessed value
of each taxable property within the District and the corresponding
taxes are determined. The Board is responsible for confirming the
newly created tax roll, authorizing the levy and issuing a warrant for
the collection of the taxes.
On May 17, 2005, the voters rejected the District’s initial 2005-06
proposed budget. A second vote held on June 23, 2005 resulted in
the approval of budget appropriations totaling $32,617,426, and an
estimated tax levy of $14,235,048. On August 9, 2005, the Board
authorized a tax levy of $14,700,016, which was $464,968 more than
the amount needed to fund the budget appropriations approved by
District voters. Rather than recalculating the tax rate upon completion
of the new assessment roll, the original estimated tax rate was instead
inadvertently applied resulting in the excessive tax levy based on the
overall increase in the total assessed value of taxable property within
the District. We determined that the District collected, deposited and
accounted for the entire $14.7 million.
The Board is responsible for ensuring that the budget approved by the
qualified voters of the District is the one used for District operations.
This includes verifying that the levy approved for tax collection agrees
with the amount in the approved budget. The calculation of the tax
rate that is ultimately applied to the final assessment roll should be
performed subsequent to the approval of the final assessment roll. If,
as is often the case, the roll is approved after the budget vote, the tax
rate should be recalculated and applied to the final assessment roll.
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The failure to verify this could result in an unnecessary tax burden for
District taxpayers, as occurred in this case.
Recommendations

1. The Board should ensure that taxes levied do not exceed the
amount approved by District voters.
2. The excess $464,968 should be returned to the taxpayers in the
subsequent year’s budget.

10
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Capital Assets
Capital assets are those assets that have a useful life of more than
one year and include such things as land, buildings and building
improvements, furnishings, vehicles and electronic equipment such
as computers. The District’s inventory of capital assets represents
a significant investment of District resources. As of June 30, 2005,
the District reported approximately $35.5 million in capital assets of
which approximately $33.6 million represents land and buildings,
and $1.9 million equipment. The District purchased approximately
$770,000 of computer equipment from July 1, 2004 through January
31, 2006.
A good system of internal controls over capital assets provides that
appropriate staff record all necessary information in capital asset
records when acquiring and disposing of the capital assets and affix
unique identifying numbers to them when feasible. In addition, a
good internal control system provides for staff to regularly perform
physical inventories to verify that the capital assets are properly
recorded in the detail assets records. A Board-adopted fixed asset
policy requiring these procedures would help ensure the accuracy and
effectiveness of the system in safeguarding and accounting for those
assets.
The District’s internal controls were not sufficient to adequately
account for and safeguard the District’s capital assets. The Board
had not adopted an adequate fixed asset policy and the fixed asset
inventory records for the District’s capital assets were not maintained
in a timely and accurate manner. As a result, inventory records did
not contain certain computer equipment purchases, while equipment
that had been disposed of remained on the inventory records. Because
District personnel did not perform periodic physical inventories,
District officials were unaware of the inventory deficiencies. District
officials are not likely to detect the loss of fixed assets due to the
system’s weaknesses.
Fixed Asset Policy

District officials are responsible for adopting a written policy for the
protection and accountability of the District’s fixed assets as part of
their oversight function. The fixed asset policy establishes the internal
control structure for fixed asset oversight and, at a minimum, should
contain the following:
•

Designation of a property manager.
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•

Guidelines for the maintenance of fixed asset records, which
require that District personnel record the asset’s make, model,
serial number, identification number, location, party with
custody, and date, amount, vendor, and voucher number of
the purchase.

•

An assigned equipment identification number and markings.

•

Provisions for the maintenance of a perpetual inventory.

•

Provisions for periodic physical inventories.

•

An annual review of the policy by the Board to ensure it
continues to meet the District’s objectives.

The Board had not adopted an adequate fixed asset policy to protect
and account for the District’s fixed assets. The current policy only
provides guidelines for the capitalization of assets to include in the
financial statements and does not provide procedures for maintaining
a fixed asset inventory. Although the Board adopted a written
inventory policy on December 9, 2003, requiring an annual inventory
of all assets valued at $500 or more, the policy does not provide
any specific guidelines for maintaining records in order to perform
an inventory. The Board has not required an annual inventory be
performed. The most recently completed inventory was for the fiscal
year ending June 30, 2002.
Inventory Accountability

Performing a periodic physical inventory of capital assets and
comparing the inventory results to the official inventory records is
the traditional way of establishing inventory accountability.
In 2002, the District secured the services of an inventory consulting
firm to perform a physical inventory of the District’s assets. The
consulting firm provided the District with a completed inventory
of all District fixed assets as of June 30, 2002. Since that time,
however, the District has not maintained any fixed asset records with
the exception of computer equipment. Although the Educational
Technology (ET) Department has maintained inventory records for
computers and related equipment, the recorded information has never
been reconciled with a physical inventory. Furthermore, the District’s
financial records and reports do not include this computer and related
equipment information.
We tested the ET Department’s inventory records by attempting to
trace 100 computers purchased from July 1, 2004 through January
31, 2006 to the records and then to a physical location. The inventory
records contained only 59 of the 100 computers. Of the 59 recorded
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entries, only 39 listed a physical location. The ET Coordinator
subsequently recorded the 41 computers that were not included
on the inventory listing and performed a physical inventory of all
computers in the District. He was unable to locate six computers
on the District’s inventory list. The cost of these six computers is
approximately $5,000.
Disposition of
Computer Equipment

Computers and related peripheral equipment have become one of the
most common assets owned by districts. Computers have many uses;
in addition to administrative activities, they are used for computer
skills training and as tools in other educational activities. Based on
rapid changes in computer technology, computers are constantly
subject to impending obsolescence. Due to the relative shortness of
their useful lives, it is imperative that Districts develop guidelines for
computer replacement and for the disposition of the computers being
retired.
Although the District has written guidelines for disposing of its
computers, they have not been followed and District employees
responsible for computers were unaware they existed. The District
had no record of computer disposals during our audit period, although
District employees informed us that several had been retired. Based on
the lack of written guidelines and supporting documentation, we were
unable to determine whether or how many computers were disposed
of, and if so, whether the computers should have been discarded (due
to obsolescence), or if any of the computers had any residual resale
value to the District.
The failure to document the disposal of capital assets, especially
computers and computer equipment, exposes the District to the
likelihood that possible errors and irregularities, including fraud,
could occur and not be detected.

Recommendations

3. The Board should establish and implement an adequate fixed asset
policy for the District’s capital assets, which properly addresses
the accounting and safeguarding of the District’s computers and
computer-related equipment.
4. The Board should designate a property manager to be responsible
for implementing the District’s fixed asset policy and ensure that
the property manager is responsible for maintaining the inventory
records, performing periodic physical inventories, and reconciling
the physical inventories with the inventory records.
5. The Board should require that District personnel assign an
identification number to all applicable capital assets, especially
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computers and computer equipment, record those numbers in
the inventory records, and ensure that identification numbers are
affixed to the assets using either a metal tag or a decal.
6. The Board should require that a comprehensive inventory record
of capital assets be completed and updated as assets are acquired
and disposed of. Physical inventories should be conducted at
least annually and the results compared with the information on
the property records. Any discrepancies, such as the six missing
computers, should be promptly investigated and resolved.
7. The Board should review the policy for the disposal of District
capital assets and require that sufficient documentation is
maintained when disposing of capital assets.

14
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Payroll
As with all school districts, payroll and fringe benefits represent a
significant portion of the District’s annual budget. In the 2004-05
fiscal year, these expenditures amounted to approximately $21.1
million. The District has more than 350 employees located at five
buildings (including District offices). The large costs and multiple
staff locations highlight the importance of good internal controls in
this area.
The District had no formal written policies or procedures for payroll
processing, which resulted in the payroll clerks developing their own
informal procedures. We noted instances where employees received
leave time and were paid in excess of the amounts authorized by the
employment contracts. In addition, there was no segregation of duties
for processing payroll and no separate review of payrolls performed
by someone independent of the payroll preparation process as an
added safeguard against the occurrence of errors and irregularities.
Policies and Procedures

Written payroll policies and procedures combined with job descriptions
help ensure that payroll is processed consistently and accurately along
with providing a framework for employees to understand the Board’s
objectives and each individual’s personal role in the process. Written
policies are particularly important when a separation of duties is
needed to provide an adequate level of internal controls.
The District did not establish any written policies and procedures for
District employees who are assigned to the processing and distribution
of District payrolls. Payroll clerks have informally developed the dayto-day payroll related duties with little or no oversight provided by
District officials. For example, we noted the payroll clerk employed
prior to March 2005 routinely issued separate checks for overtime
and stipend pay, such as the payroll dated January 7, 2005 in which
40 employees received two checks. Issuing checks in this manner,
while not prohibited, increases the risk that errors and irregularities
could occur without being detected by District officials. We noted
that the current payroll clerk has recently improved and implemented
certain payroll procedures.
The Board’s failure to provide specific guidance through welldeveloped policies and procedures could result in the neglect of key
control activities, or key control activities may not be performed in
the manner expected.
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Employee Pay
and Leave Benefits

Documentation of the Board’s authorization of salaries, wages
and fringe benefits in writing, by resolution, policy document, or
negotiated employee contract is an important control over payroll
and fringe benefit expenditures Such documentation clearly
communicates the Board’s intent and provides a framework for
compensating officers and employees so that everyone involved in
the process has the same understanding. A good system of internal
controls over payroll and employee benefits requires the preparation
of payroll information that agrees and is calculated in accordance
with the Board-authorized pay scales and benefit packages.
Our test of leave records for the period July 1, 2004 through January
31, 2006 disclosed that six employees had accrued leave activity
that did not conform to the benefits authorized in either an employee
contract or collective bargaining agreement. For example, James
Christie, a former Associate Superintetndent for Operations, Finance,
and Management (employed June 2004 to January 2006) was paid
for 12 days of compensatory time although there is nothing in his
contract that allows for the accrual of compensatory leave. At his
daily rate of pay of $383, this equates to an unauthorized payment of
$4,596.
In another case, a teacher was allowed to take four days off in excess
of the number of days accrued at the time the leave was charged.
While the collective bargaining agreement allows for this, it requires
prior approval by the Superintendent and there was no evidence that
such prior approval had been granted. We were informed that these
days were recouped in the next fiscal year.
In addition, certain employees had been paid in excess of the
compensation authorized by their collective bargaining agreements.
For example, the District had been paying certain transportation
employees at rates not supported by their contract. According to
District officials, this practice had been occurring for several years
before the current payroll clerk noticed the apparent discrepancies.
As a result, at the time of our examination this issue was in binding
arbitration.
The failure to compensate officers and employees in accordance with
the terms of authorized contracts represents a significant weakness
in internal controls over payroll processing and demonstrates the
need for the Board to exercise additional oversight in regard to this
function.

Final Review

16

Good internal controls require that someone independent of the
payroll preparation process perform a final review of all completed
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payrolls. The review should verify that payrolls are based upon the
actual hours or days worked, or authorized leave time charged; verify
that the governing board authorized the hourly rates or annual salaries
used in the calculations; compare the net payroll checks to the payroll
journals; and review the payroll for overall reasonableness.
The District has not developed procedures for verifying the accuracy
of processed payrolls. According to the Superintendent, he began
reviewing a summary of the payrolls only recently. No one else
is provided a copy of the report for the purpose of verifying its
accuracy. Although the Superintendent indicated that he does
perform a meaningful review of the contents of each payroll, he does
not compare it to the actual checks that are being distributed.
The Board is responsible for establishing a system of checks and
balances so that one person does not exercise control over all or most
of the payroll process. The failure to have someone independent of
the payroll preparation process perform a final review of completed
payrolls increases the risk that errors and/or irregularities will occur
and go undetected.
Segregation of Duties

Payroll processing should not be completed by one person without
additional oversight or involvement by another District employee
or official. The payroll clerk receives payroll information from
the departments, enters the data to the payroll accounting system,
produces the payroll checks and distributes the checks after the
Treasurer signs them. Although optimal separation of duties may not
always be practicable, at a minimum, the duties of payroll processing
should be separate from entering new employee information into the
system.
When payroll duties are not properly segregated, the risk that someone
could commit and conceal inappropriate payroll transactions and
not be detected, or not be detected in a timely manner, significantly
increases.

Recommendations

8. The Board should establish written policies and procedures as
guidance for the District employees responsible for the processing
and distribution of payrolls.
9. The Board should ensure that employees are paid and receive
benefits only as provided for in a collective bargaining agreement
or other employment contract.
10. The Board should determine whether the payment to the
former Associate Superintendent for Operations, Finance, and
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Management was appropriate, if the Board determines the payment
was unauthorized and thus inappropriate, the Board should seek
repayment from the former Associate Superintendent.
11. Someone independent of the payroll process should review
finalized payrolls to verify that they are based on actual hours
or days worked, or authorized leave time charged; verify that the
hourly rates or annual salaries used are as authorized; compare
net payroll checks to the payroll journals; and review the payroll
for overall reasonableness.
12. The Board should assign payroll duties to employees in such a
manner that the work of one individual independently verifies
another’s in the course of their regular duties. At a minimum, the
duties of payroll processing should be separate from entering new
employee information into the system.

18
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APPENDIX A
RESPONSE FROM DISTRICT OFFICIALS
The District officials’ response to this audit can be found on the following pages.
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APPENDIX B
AUDIT METHODOLOGY AND STANDARDS
Our overall goal was to assess the adequacy of the internal controls put in place by District officials
to safeguard District assets. To accomplish this, we performed an initial assessment of the internal
controls so that we could design our audit to focus on those areas most at risk. Our initial assessment
included evaluations of the following areas: cash receipts and disbursements, purchasing, payroll and
personal services, and capital assets and consumable inventories.
During the initial assessment, we interviewed appropriate District officials, performed limited tests
of transactions and reviewed pertinent documents such as District policies and procedures manuals,
Board minutes and financial records and reports. In addition, we obtained information directly from
the computerized financial databases and then analyzed it electronically using computer-assisted
techniques. This approach provided us with additional information about the District’s financial
transactions as recorded in its databases. Further, we reviewed the District’s internal controls and
procedures over the computerized financial databases to help ensure that the information produced by
such systems was reliable.
After reviewing the information gathered during our initial assessment, we determined where
weaknesses existed, and evaluated those weaknesses for the risk of potential fraud, theft and/or
professional misconduct. We then decided upon the reported objectives and scope by selecting for
audit those areas most at risk. We selected internal controls over capital assets and payroll processing
for further audit testing. We also reviewed District financial information and identified risk related to
budgetary procedures.
To accomplish the objectives of this audit, our procedures included the following:
•

We interviewed District officials responsible for the purchase and accountability of the District’s
capital assets, processing of payroll and budgetary oversight.

•

We performed, on a test basis, comparisons of computer purchases to the Educational
Technology Department’s inventory records and to the actual assets located in the school and
administrative facilities. We also performed, on a test basis, comparisons of assets located in
the schools and administrative facilities to the inventory records.

•

We tested employee leave accruals and District payroll records for accuracy by comparing
payments and benefits to corresponding employee contracts and collective bargaining
agreements.

•

We reviewed the preparation, approval and adoption of the annual budget and traced the
approved tax levy to the tax roll and accounting records.

We conducted our audit in accordance with generally accepted government auditing standards
(GAGAS). Such standards require that we plan and conduct our audit to adequately assess those

24
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District operations within our audit scope. Further, those standards require that we understand the
District’s management controls and those laws, rules and regulations that are relevant to the District’s
operations included in our scope. An audit includes examining, on a test basis, evidence supporting
transactions recorded in accounting and operating records and applying such other auditing procedures,
as we consider necessary in the circumstances. We believe that our audit provides a reasonable basis
for the findings, conclusions and recommendations contained in this report.
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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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Office of the State Comptroller
State Office Building, Room 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
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