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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
March 2015

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 Jasper-Troupsburg Central School District, entitled Financial 
Condition. This audit was conducted pursuant to Article V, Section 1 of the State Constitution and the 
State Comptroller’s authority as set forth in Article 3 of the New York State General Municipal Law.

This audit’s results and recommendations are resources for district 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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Background

Introduction

Objective

Scope and
Methodology

Comments of
District Offi cials and
Corrective Action

The Jasper-Troupsburg Central School District (District) is located in 
the Towns of Cameron, Canisteo, Jasper, Rathbone, Troupsburg and 
Woodhull in Steuben County. The District is governed by the Board 
of Education (Board) which comprises seven elected members. The 
Board is responsible for the general management and control of the 
District’s fi nancial and educational affairs. The Superintendent of 
Schools (Superintendent) is the chief executive offi cer 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. 
Effective July 1, 2012 the District entered into an agreement with 
Canisteo-Greenwood Central School District to share a Business 
Administrator. Responsibilities relating to the District’s fi nances, 
accounting records and reports are largely those of the Business 
Administrator.  

There are two schools in operation within the District, with 
approximately 540 students and 175 employees. The District’s 
budgeted general fund appropriations for the 2014-15 fi scal year are 
$11.5 million, which are funded primarily with State aid and real 
property taxes.

The objective of our audit was to evaluate the District’s fi nancial 
condition. Our audit addressed the following related question:

• Did the Board and District offi cials effectively manage the 
District’s fi nancial condition?

We examined the fi nancial condition of the District for the period 
July 1, 2011 through January 7, 2015.

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 is 
included in Appendix B of this report.

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 
agreed with our recommendations and indicated that they are in the 
process of implementing 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) 
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of the 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 
School Board should make the CAP available for public review in the 
District Clerk’s offi ce.
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Financial Condition

General Fund

A school district’s fi nancial condition is a primary factor in 
determining its ability to continue providing public educational 
services for students in the district. The Board, Superintendent 
and Business Administrator are accountable to taxpayers for the 
use of District resources and are responsible for effective fi nancial 
planning and management of District operations. District offi cials are 
responsible for developing reasonable budgets and managing fund 
balance responsibly and in accordance with statute. Sound budgeting 
practices, coupled with prudent fund balance management, help 
ensure that suffi cient funding will be available to sustain operations, 
address unexpected occurrences and satisfy long-term obligations or 
future expenditures. 

District offi cials’ overreliance on the general fund’s fund balance 
to fi nance planned operating defi cits in the general and school 
lunch funds during the audit period has depleted available funds to 
precariously low levels. Although the District, in an effort to decrease 
the reliance on fund balance, overrode the tax cap and shared services 
with another district, fund balance has continued to decline. In 
addition, the District lacks a multiyear fi nancial plan for its operations 
and capital needs, which their external auditor has recommended for 
the last three years. 
 
It is essential that the Board adopt structurally balanced budgets 
in which recurring revenues fi nance recurring expenditures and 
reasonable levels of fund balance are maintained. An appropriation of 
fund balance is the use of unexpended resources from prior years to 
fi nance budget appropriations and is considered a one-time fi nancing 
source. This is an acceptable and reasonable practice when a district 
has accumulated an adequate level of unrestricted fund balance. 
However, if a district has recurring annual operating defi cits, fund 
balance will be depleted and ultimately the district will go into a 
defi cit position. Maintaining a reasonable level of unrestricted fund 
balance is an essential component of fi nancial management. If the 
amount retained is too low, the District may not have a suffi cient 
fi nancial cushion for unanticipated costs. It is important for the Board 
to adopt a fund balance policy that addresses the appropriate level of 
unrestricted fund balance it desires to be maintained from year-to-
year to provide guidelines for the Board during the budget process.

The Board has not adopted structurally balanced budgets, nor has it 
adopted a fund balance policy. Recurring expenditures were fi nanced 
with fund balance, instead of with recurring revenues. The District’s 
overreliance on fund balance to fi nance operations has decreased 
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the amount of fund balance to precariously low levels as illustrated in 
Figure 1:  

Figure 1:  Fund Balance - General Fund
2011-12 2012-13 2012-13

Beginning  Fund Balance $1,754,943 $1,961,755 $1,284,817

Operating Surplus /(Defi cit) a $206,812 ($676,938) ($166,411)

Ending Fund Balance $1,961,755 $1,284,817 $1,118,406

Less: Restricted Funds $633,862 $407,985 $389,986

Less: Appropriated Funds $623,500 $623,500 $573,500

Less: Assigned Fund Balance $4,519 $42,912 $0

  Unrestricted Ending Fund Balance $699,874 $210,420 $154,920
a Includes interfund transfers and prior period adjustments

As of June 30, 2014, the District’s unrestricted fund balance was $154,920, 
which was only 1.3 percent of the ensuing year’s appropriations and well 
below the 4 percent allowed by law.1 If the planned operating defi cit 
occurs during 2014-15, the amount of fund balance available to fi nance 
operations in future years will be gone and District offi cials will need 
to fi nd other funding sources to pay for these recurring expenditures or 
cut costs. Further aggravating the problem is that the District has had 
to override the tax cap for the last three years to increase real property 
taxes more than that allowed by law.2 In order to override the tax cap, 
the District must receive approval from a super majority vote of 60 
percent of residents. For the 2014-15 budget vote, the District received 
61 percent approval, just passing the tax increase. District offi cials have 
indicated that they will probably have to ask the voters to override the 
tax cap for the 2015-16 budget and are planning to look at staffi ng needs 
to possibly reduce staffi ng and the related costs. 

The District had four reserves totaling $389,986 as of June 30, 2014. 
The capital reserve is used to partially fi nance bus purchases and 
appears reasonable. In 2014, the Offi ce of the State Comptroller (OSC) 
determined and certifi ed that the EBALR balance was excessive and 
could be used to fi nance 2014-15 appropriations. District offi cials 
included $87,000 as a fi nancing source for the 2014-15 budget. The 
two remaining reserves,3 totaling $60,712, are available to fi nance 
____________________
1  New York State Real Property Tax Law limits the amount of unexpended surplus 

funds that can be legally retained by District offi cials to no more than 4 percent of 
the next fi scal year’s budget.

2 The New York State Legislature and the Governor enacted Chapter 97 of the 
Laws of 2011 that established a tax levy limit on all local governments and school 
districts, which was effective beginning in the 2012 fi scal year. The law precludes a 
school district from adopting a budget that requires a tax levy that exceeds the prior 
year’s tax levy by more than 2 percent or the rate of infl ation, whichever is less, with 
certain exclusions permitted by law, unless 60 percent of district voters approve a 
budget that requires a tax levy that exceeds the statutory limit.

3  The Unemployment Insurance Reserve totaled $45,492 and the Tax Certiorari 
Reserve totaled $15,220 as of June 30, 2014.
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School Lunch Fund

appropriations in ensuing budgets.  The District’s lack of reserves, 
in general, further limits the District’s fl exibility to meet future 
budgeting needs.  

As of June 30, 2013, the District was categorized as being susceptible 
to fi scal stress in a report issued as part of OSC’s Fiscal Stress 
Monitoring System (FSMS), which evaluates local governments and 
school districts based on fi nancial and environmental indicators to 
determine if these entities are in or nearing fi scal stress. Fiscal stress 
is a judgment about the fi nancial condition of an individual entity that 
must take into consideration the entity’s unique circumstances, but 
can be generally defi ned as a local government’s or school district’s 
inability to generate enough revenues within its current fi scal period 
to meet its expenditures (budget). Fiscal stress designations of the 
FSMS are based solely upon year-end fi nancial statements (ST-3) 
fi led by the District. The District’s FSMS score worsened at the end 
of the 2013-14 fi scal year, and the District is now categorized as 
moderately stressed.

According to New York State Education Department guidelines, 
the school lunch fund’s budgeted appropriations must balance with 
its estimated revenues. Its budget is not submitted to the voters for 
approval. Only the budgeted subsidy, if any, from the general fund 
requires voter approval. If the school lunch fund does have to resort 
to additional temporary loans from the general fund, there must be a 
reasonable plan by which the interfund loans can be repaid. 

Over the three-year period July 1, 2011 through June 30, 2014, the 
school lunch fund has incurred planned operating defi cits of $77,600. 
Although the Board’s adopted budget for the school lunch fund 
included interfund transfers4 from the general fund for $95,385 to 
cover the planned defi cits, these interfund transfers were never 
included in the general fund budget. As a result, the general fund 
loaned $146,738, as of June 30, 2014, to the school lunch fund through 
interfund advances.5 We reviewed the school lunch fund’s current 
assets6 as of June 30, 2014 and found that the amount available to 
pay back these advances totaled $63,124, which creates a shortage of 
$83,614. In addition, the 2014-15 school lunch fund budget includes 
a transfer from the general fund in the amount of $14,515, which was 
also not included in the adopted 2014-15 general fund budget. 

On July 1, 2012, Greater Southern Tier BOCES began managing the 
District’s lunch operations and the Board has approved increases to 
____________________
4  Resources transferred from one fund to another fund to pay for expenditures.
5  Interfund advances, unlike interfund transfers, are intended as short-term 

borrowing to be repaid within one year.
6  Current assets include $46,087 in cash and $17,037 in receivables.
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the cost of lunches to try to stabilize the fund. However, because of 
the recurring operating losses, the potential for the school lunch fund 
to return to solvency and to operate without these subsidies from the 
general fund appears unlikely in the foreseeable future. In addition, 
the changes made by the Board do not address repayment of the 
advances made by the general fund.

Multiyear fi nancial planning is a tool school districts can use to 
improve the budget development process. Planning on a multiyear 
basis enables District offi cials to identify developing revenue and 
expenditure trends, establish long-term priorities and goals and 
consider the impact of near-term budgeting decisions on future fi scal 
years. It also allows District offi cials to assess the merits of alternative 
approaches (such as appropriating fund balance or establishing and 
using reserves) to fi nance its operations. Any long-term fi nancial 
plan must be monitored and updated on a continuing basis to provide 
a reliable framework for preparing budgets and to ensure that 
information used to guide decisions is current and accurate.

The Board has not developed a multiyear fi nancial plan. Without a 
well-designed plan, it is diffi cult for the Board to make timely and 
informed decisions about the District’s programs and operations.

An important part of effective fi nancial management is the timely 
correction of audit fi ndings by implementing audit recommendations. 
Audits can serve as effective management tools when District offi cials 
promptly focus on the fi ndings and recommendations in audit reports, 
formally document their detailed responses and implement corrective 
action. New York State Education Law requires school districts that 
employ eight or more teachers to establish and maintain an audit 
committee. One of the responsibilities of the audit committee is to 
review every corrective action plan developed by the District and 
assist the Board in the implementation of such plans.

The District has not taken effective corrective action in response to 
audits completed by a Certifi ed Public Accounting Firm (CPA) for 
the last three years.  The fi ndings in the CPA audits were similar to the 
fi ndings included in this report, which remain uncorrected. Each year 
the District made the same responses to the fi ndings of the CPA but 
did not implement corrective action. In addition, the audit committee 
tasked with assisting the Board to implement corrective action plans 
could provide no charter, meeting minutes or other information 
regarding the progress the District has made on the recommendations. 
An audit committee member stated that the committee relies on Board 
policy for guidance instead of a charter and thought that minutes were 
not needed since the committee does not have a quorum of Board 
members.

Multiyear Plan

Corrective Action
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Recommendations

Because audit recommendations were not corrected in a timely 
manner, the problems they address continued and worsened. 
      
The Board should:

1. Develop and adopt budgets for the general and school 
lunch funds that are structurally balanced with recurring 
expenditures funded by recurring revenues, thereby reducing 
the reliance on fund balance as a fi nancing source. In the 
event that interfund transfers are necessary, ensure that these 
transfers are included in the budgets of both funds.

2. Develop a plan for the repayment of the temporary advances 
from the general fund and/or consider reducing the payable to 
a reasonable level.

3. Develop and adopt a fund balance policy that establishes 
an adequate amount of unrestricted fund balance to be 
maintained, within the legal limit, to meet the District’s needs 
and provide suffi cient cash fl ow.

4. Develop and regularly update a multiyear fi nancial plan to 
provide a framework for future budgets and facilitate the 
District’s management of fi nancial operations.

The audit committee should:

5. Ensure that corrective action is taken by the Board to correct 
identifi ed audit defi ciencies. 

6. Develop a charter and keep formal documentation of their 
meetings, recommendations and resolutions.
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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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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the District’s fi nancial condition for the period July 1, 2011 through 
January 7, 2015. To accomplish the objective of our audit, we performed the following procedures:

• We interviewed offi cials to gain an understanding of the District’s budgeting process and fund 
balance changes.

• We reviewed the results of operations and analyzed changes in fund balance and analyzed 
interfund transfers and advances for the general and school lunch funds for the period July 1, 
2011 through June 30, 2014. 

• We compared the adopted budgets and actual operating results for the period July 1, 2011 
through June 30, 2014 to determine if the budget assumptions were reasonable. We also 
reviewed the 2014-15 adopted budget.

• We reviewed the appropriation of the District’s reserves and fund balance for the period July 
1, 2011 through June 30, 2014. We also reviewed reserve activity through June 30, 2014.

• We interviewed offi cials regarding the District’s efforts to implement cost savings opportunities.

• We reviewed documentation related to the calculation of the District’s property tax cap limit 
to determine if the District overrode the limits of the property tax cap.

• We tested the reliability of the accounting records by reviewing bank statement reconciliations 
and revenue and expenditure amounts, and we compared them to the annual update document 
data and certifi ed fi nancial statements. We tested coding of revenues and expenditures by 
selecting a non-biased sample from 2013-14. 

• We reviewed the general and school lunch funds “other” assets and liabilities at June 30, 2014 
to determine if they were properly recorded and their availability to offset future defi cits.

• We interviewed an audit committee member to determine the committee’s participation in the 
corrective action plan. 

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 C

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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APPENDIX D
OFFICE OF THE STATE COMPTROLLER

DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY
Andrew A. SanFilippo, Executive Deputy Comptroller

Gabriel F. Deyo, Deputy Comptroller
Nathaalie N. Carey, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BINGHAMTON REGIONAL OFFICE
H. Todd Eames, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building - Suite 1702
44 Hawley Street
Binghamton, New York  13901-4417
(607) 721-8306  Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

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

BUFFALO REGIONAL OFFICE
Jeffrey D. Mazula, Chief Examiner
Offi ce of the State Comptroller
295 Main Street, Suite 1032
Buffalo, New York  14203-2510
(716) 847-3647  Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

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

GLENS FALLS REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Offi ce of the State Comptroller
One Broad Street Plaza
Glens Falls, New York   12801-4396
(518) 793-0057  Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

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

HAUPPAUGE REGIONAL OFFICE
Ira McCracken, Chief Examiner
Offi ce of the State Comptroller
NYS Offi ce Building, Room 3A10
250 Veterans Memorial Highway
Hauppauge, New York  11788-5533
(631) 952-6534  Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau and Suffolk Counties

NEWBURGH REGIONAL OFFICE
Tenneh Blamah, Chief Examiner
Offi ce of the State Comptroller
33 Airport Center Drive, Suite 103
New Windsor, New York  12553-4725
(845) 567-0858  Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

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

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Offi ce of the State Comptroller
The Powers Building
16 West Main Street – Suite 522
Rochester, New York   14614-1608
(585) 454-2460  Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates Counties

SYRACUSE REGIONAL OFFICE
Rebecca Wilcox, Chief Examiner
Offi ce of the State Comptroller
State Offi ce Building, Room 409
333 E. Washington Street
Syracuse, New York  13202-1428
(315) 428-4192  Fax (315) 426-2119
Email:  Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties

STATEWIDE AUDITS
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