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Division of State Government Accountability

State of New York
Office of the State Comptroller

March 22, 2010

Joel I. Klein
Chancellor
Department of Education
52 Chambers Street
New York, NY 10007

Dear Chancellor Klein:

The Office of the State Comptroller is committed to helping State agencies, public authorities and 
local government agencies manage government resources efficiently and effectively and, by so doing, 
providing accountability for tax dollars spent to support government operations. The Comptroller 
oversees the fiscal affairs of State agencies, public authorities, and local government agencies, as well 
as their compliance with relevant statutes and their observance of good business practices. This fiscal 
oversight is accomplished, in part, through our audits, which identify opportunities for improving 
operations. Audits can also identify strategies for reducing costs and strengthening controls that are 
intended to safeguard assets. 

Following is a report of our audit of the New York City Department of Education’s, James Monroe 
Educational Campus: Management of General School Funds. This audit was performed pursuant to 
the State Comptroller’s authority as set forth in Article V, Section 1, of the State Constitution; and 
Article III, Section 33 of the General Municipal Law.

This audit’s results and recommendations are resources for you to use in effectively managing your 
operations and in meeting the expectations of taxpayers. If you have any questions about this report, 
please feel free to contact us.

Respectfully, submitted,

Office of the State Comptroller
Division of State Government Accountability

Authority Letter
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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

Audit Objectives

We audited financial management practices related to general school funds (GSF) for the four high 
schools located on the James Monroe Educational Campus that have GSF accounts to determine if 
such funds were managed and administered in accordance with Department of Education (DoE) 
guidelines and if DoE had provided oversight of these funds on the Monroe campus.
 
Audit Result - Summary

General school fund (GSF) bank accounts are the accumulated funds donated to and/or raised by the 
students and/or school organizations to support extracurricular and co-curricular student activities. 
This includes funds raised for senior year activities, such as the senior prom and yearbook; funds 
raised by students from bake sales; other fund raising activities to offset extracurricular expenses; 
and funds generated by sales from the Monroe Campus school store. 

We identified that some GSF funds were misspent by school principals and that there was significant 
non-compliance with DoE’s procedures related to GSF funds.  Poor recordkeeping did not allow us 
to fully account for these GSF funds. We also determined that the DoE did not provide adequate 
oversight and training, and Monroe Campus officials did not exercise due diligence and care over GSF 
accounts. We identified 30 expenditures totaling $5,444 paid for items that were not student-related. 
These purchases included reimbursements to school personnel for staff development meals, trips, 
equipment, and postage. 

We also found that two of the schools on the Monroe Campus did not maintain a cash journal 
documenting GSF receipts and expenditures.  Another school maintained a cash journal for only one of 
the four GSF accounts they maintained. Consequently, there is no complete and accurate record of the 
amount of revenues collected from students.  By not maintaining basic accounting records pertaining 
to the GSF account, officials at the Monroe Campus have not fulfilled their fiduciary responsibilities 
to their students to properly account for GSF and to ensure that funds are spent solely for the benefit 
of the students.  

Additionally, we found that the Monroe Campus student coordinator did not maintain complete 
and accurate records of student collections.  We identified $844 that was not recorded in the student 
coordinator’s cash journal. Further, we found there was no accountability over any aspect of the 
financial management of the school store. For example, no inventory records were kept for items

Executive Summary
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purchased or sold in the store. Further, the school store treasurer did not reconcile the store’s 
cash register tape totals to the amount of money turned over to her by the student coordinator. In 
addition, the treasurer disposed of the register tapes. Further, the student coordinator occasionally 
took daily store cash receipts home instead of placing the monies in the school safe.  

Finally, we found that three schools neither notified DoE’s Banking Unit of their GSF accounts nor 
reported to them the reconciled balances from their GSF accounts.  Further, three schools did not 
have the appropriate number of signatories for their GSF checking accounts.

Our report contains 11 recommendations for improving controls over GSF accounts. DoE officials 
generally agreed with our recommendations and have taken steps to implement the changes.

This report, dated March 22, 2010, is available on our web site at: http://www.osc.state.ny.us.
Add or update your mailing list address by contacting us at: (518) 474-3271 or 
Office of the State Comptroller 
Division of State Government Accountability 
110 State Street, 11th Floor 
Albany, NY 12236 
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Introduction

The New York City Department of Education’s (DoE) James Monroe 
Educational Campus (Monroe Campus), located in the Bronx, consists of five 
separate high schools: the Monroe Academy of Business and Law (Business 
and Law), the Monroe Academy of Visual Arts and Design (Visual Arts and 
Design), the Bronx Coalition Community High School (Bronx Coalition), 
the High School of World Cultures (World Cultures), and the Pan American 
International High School at Monroe (Pan American). Each high school has 
its own principal, teachers and administrative staff. Approximately 1,599 
students attend classes on the Monroe Campus. 

During our audit period, four of the five high schools on the Monroe Campus 
had general school fund bank accounts (GSF) which were used to deposit 
monies collected for extracurricular activities, such as the senior trip, senior 
prom, athletic events, fund raisers and the school store.  (Pan American did 
not have a GSF account at the time of our audit.)  Business and Law also 
operates a school store for the benefit of the entire Monroe Campus. This 
store is operated by student volunteers and managed by a teacher. During 
the two year audit period, the four schools disbursed a total of $192,209 
from their respective GSF accounts.

Accountability, fiscal integrity, and proper accounting procedures for the 
receipt, deposit, disbursement and recording of funds raised by a school 
should be practiced by all school officials who handle GSF accounts. DoE’s 
Standard Operating Procedures (Procedures) provide rules and guidelines 
for, among other things, the handling of GSF accounts. 

The objective of our audit was to determine if the four Monroe Campus high 
schools with GSF bank accounts managed and administered these accounts 
in accordance with the New York City Department of Education’s (DoE) 
Standard Operating Procedures (Procedures) and if DoE had provided 
adequate oversight of these funds on the Monroe campus.  Our audit period 
was from July 1, 2007, through May 8, 2009.

To accomplish our objectives, we reviewed the DoE’s Procedures. We also 
interviewed DoE and Monroe Campus officials. In our review of the schools 
GSF bank accounts, we sought to determine whether these accounts were 
registered with the DoE’s Banking Unit, whether each account had the 
appropriate number of authorized signatories, and whether reconciled 
account balances were reported annually to the DoE.  In our review of the 
campus’ financial management practices, we sought to determine whether 

Background

Audit Scope and 
Methodology

Introduction
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each school maintained a cash journal that was accurate and complete and 
whether bank reconciliations were completed. In addition, we selected a 
judgmental sample of 50 checks totaling $66,736 from the four schools’ 
GSF bank accounts to determine whether all transactions were properly 
supported and authorized. We selected our sample based on high dollar 
purchases; purchases that were of a questionable nature or had a purpose 
not readily identifiable as related to extracurricular student activities. In 
our review of the school store, we sought to determine whether records were 
accurate and that all transactions were properly authorized and supported.

We conducted our performance audit in accordance with generally accepted 
government auditing standards. These 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 
objectives. We believe that the evidence obtained provides a reasonable 
basis for our findings and conclusions based on our audit objectives.

In addition to being the State Auditor, the Comptroller performs certain other 
constitutionally and statutorily mandated duties as the chief fiscal officer of 
New York State. These include operating the State’s accounting system; 
preparing the State’s financial statements; and approving State contracts, 
refunds, and other payments. In addition, the Comptroller appoints members 
to certain boards, commissions, and public authorities, some of whom 
have minority voting rights. These duties may be considered management 
functions for purposes of evaluating organizational independence under 
generally accepted government auditing standards. In our opinion, these 
management functions do not affect our ability to conduct independent 
audits of program performance.

This audit was performed in accordance with the State Comptroller’s 
authority under Article V, Section 1 of the State Constitution, and Article 
III, Section 33 of the General Municipal Law.

We provided a copy of this report, in draft, to DoE officials for their review 
and formal comments.  We have considered these comments in preparing this 
report.  DoE officials agreed with our recommendations and provided details 
regarding the actions they are taking to address those recommendations.  A 
copy of DoE’s response is attached to this report.

Within 90 days of the final release of this report we request that the Chancellor 
of the New York City Department of Education report to the State Comptroller, 
advising what steps were taken to implement the recommendations here in, 
and where recommendations were not implemented, the reasons why.

Authority

Reporting 
Requirements 
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Major contributors to this report include Steve Sossei, Kenrick Sifontes, 
Stephen Lynch, Alina Mattie, David Schaeffer, Huanan Zhang, Elijah Kim 
and Hector Arismendi.    

Contributors to 
the Report 
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Audit Findings and Recommendations

According to DoE’s Procedures, expenditures made from GSF accounts 
must be directly related to student extracurricular activities, co-curricular 
activities, or for the direct benefit of students. All expenditures must be 
pre-approved in writing by the school principal and each check must be 
signed by two authorized signatories.  In addition, DoE procedures state that 
signatories cannot sign checks issued to them. Moreover, the GSF treasurer 
cannot sign checks.  The Procedures also provide that checks should be 
written only when supported by vendor invoices indicating the goods/
services purchased and the amount owed to the vendor. Also, evidence 
should exist that the purchaser received the goods/services. Finally, goods 
purchased should not be delivered to an employee’s home.  

From July 1, 2007 through January 31, 2009, 353 checks were issued against 
the four GSF accounts for a total of $192,209. To test whether Monroe 
Campus school officials complied with these Procedures, we selected a 
judgmental sample of 50 checks totaling $66,736 from the four school’s 
GSF bank accounts and the GSF bank account used by the school store 
manager. In total, 96 purchases were associated with these 50 checks. Our 
sample ranged from 5 to 20 checks from each account and was judgmentally 
selected based upon the dollar value and the payee’s name. 

From these 50 checks we identified 30 expenditures totaling $5,444 that 
was used to pay for items that were inappropriate uses of GSF funds.  These 
expenditures were either not student-related or were for items that should 
have been paid for with DoE funds. These purchases included $3,461 in 
reimbursements to school personnel for meals, $1,218 for postage/courier 
services, and $765 for personal items. We also found written pre-approvals 
were missing for 72 of the 96 purchases totaling $65,634; 9 of the 50 checks 
totaling $11,608 did not have the required two signatories; and invoices 
or sales receipts were missing for 9 purchases totaling $5,788.   Further, 
there was no evidence that goods and services were received for 80 of the 
96 purchases we reviewed. With respect to specific schools, we found the 
following: 

• At Business and Law, we found that $1,475 in student funds 
were used to pay for breakfast and lunch meals for approximately 
50 teachers attending a training event. We identified another 
expenditure of $400 to replace two students’ cell phones that were 
stolen from an assistant principal’s office. Although DoE reimbursed 
the school for this last purchase on February 25, 2009, we found 
DoE’s un-cashed check was still in the school’s safe on April 27, 
2009. We also determined that the Business and Law principal was 

General 
School Fund 
Expenditures

Audit Findings and Recommendations
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reimbursed from DoE for expenses relating to a National Honor 
Society induction dinner. However, the GSF account had already 
been used to pay this expense. When asked, the principal could not 
provide documentation indicating that he had reimbursed the GSF 
account and was entitled to the $525 he had received from DoE. In 
addition, we found that school store merchandise totaling $297 was 
shipped directly to the student coordinator’s home instead of the 
school.  

• At World Cultures, 26 expenditures totaling $1,903 were not related 
to GSF. For example, $511 was expended for teachers’ meals, 
$1,027 was expended for postage, $329 was expended for an air 
conditioner for the principal’s office and $36 was expended for 
parking. In addition, one purchase totaling $177 lacked supporting 
documentation such as a receipt or vendor’s invoice.

• At Bronx Coalition, $1,475 was paid for teachers’ meals and $191 
was paid for courier service for Regents examinations. In addition, 
four purchases totaling $3,136 lacked supporting documentation 
such as a receipt or vendor’s invoice.

• At Visual Arts and Design, two purchases totaling $306 lacked 
supporting documentation such as a receipt or vendor’s invoice. One 
check for $535 was signed by only one individual. In addition, a 
purchase of ribbons for World AIDS Day totaling $134 was shipped 
to the campus student coordinator’s home rather than to the school.

1. Require the Business and Law principal to reimburse the GSF funds for 
the National Honor Society induction dinner. 

2. Reimburse the applicable GSF account for all other inappropriate 
expenditures identified by the audit from DoE funds. 

3. Perform an independent review of all remaining expenditures from 
the GSF accounts for the audit scope period to identify any additional 
inappropriate use of GSF funds and, if items are identified, arrange for 
reimbursement of GSF accounts from the appropriate source.  

4. Review the activities related to GSF accounts at the Monroe campus to 
ensure:

• all school purchases are directly related to students’ extracurricular 
activities;

• all purchases are pre-approved by the principal and that all checks 
are signed by two authorized signatories; and

• that each school documents that goods and services are received and 
that all goods ordered are delivered directly to the school.

Recommendations
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According to the Procedures, each school principal should assign a member 
of the school’s staff the duty of school treasurer (treasurer) to perform many 
of the administrative tasks related to the school’s GSF account(s). The 
treasurer should receive GSF money from the student coordinators, issue 
receipts, prepare checks for signatures, maintain a cash journal and prepare 
monthly bank reconciliations for approval by the school principal.  All cash 
collected should be placed in a secure location. Deposits should be made 
at least once a week. With respect to the individual schools, we found the 
following:

• At Business and Law, the school principal appointed a treasurer to 
maintain the school’s four GSF checking accounts. Although the 
treasurer maintained a cash journal for the main GSF account which 
the school store and senior activities, she did not maintain a cash 
journal for three other GSF accounts, as required. From July 1, 2007 
through January 31, 2009, 168 checks totaling $125,946 were issued 
from this main account. However, the cash journal was incomplete 
since we found two checks from December 2008 totaling $6,131 
had not been recorded as of May 2009. The treasurer stated that, at 
times, she performed bank reconciliations; however, there was no 
evidence that these were performed. 

• At Visual Arts and Design, the school principal appointed the 
employee who also served as the Monroe Campus student coordinator 
and managed the school campus store to be its GSF treasurer. 
The treasurer did not maintain a cash journal for the school until 
September 2008. However, he did maintain a checkbook. From July 
1, 2007 through January 31, 2009, 74 checks totaling $33,764 were 
issued from this account but monthly bank reconciliations were not 
performed. 

• At World Cultures, each of the two checking accounts was maintained 
by a different treasurer.  Each treasurer maintained a cash journal in 
an on-line accounting software program and bank reconciliations 
occurred throughout our audit. However, we found no evidence that 
the principal had reviewed the reconciliations. 

• At Bronx Coalition, the school principal acted as the treasurer for 
the GSF account. The principal did not maintain a cash journal or 
perform required bank reconciliations of GSF accounts. In addition, 
she and another school official signed all checks. As treasurer, she 
should not have signed any checks. The principal told us that, during 
our audit period, she stopped depositing student activity monies into 
the GSF checking account although the bank account remained 
open. Instead, the principal placed all such money collected in a safe 
at the school. On March 11, 2009, we found $3,380 in cash in the 

General 
School Fund 
Treasurer 
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Management 
Practices
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safe. The risk of theft and misappropriation increases when funds 
are not deposited into a bank account.    

5. Ensure that Bronx Coalition appoints a treasurer for its GSF account.

6. Ensure that each school maintains a cash journal, performs monthly 
bank reconciliations, and makes timely bank deposits.                           

As per the Procedures, school principals should also assign a faculty member 
to be the campus student coordinator, responsible for supervising all student 
activities.  To maintain proper separation of duties, the student coordinator 
should only be responsible for the initial collection of the money and should 
transfer the funds to the treasurer for further handling. 

At Monroe Campus, we found that one school employee functioned as the 
student coordinator, campus store manager and treasurer for Visual Arts 
and Design and, as such, performed incompatible duties resulting from 
his multiple roles. For example, in his role as the student coordinator, he 
collected student funds for the senior trip and senior prom for four of the 
five Monroe Campus schools.  In addition, he collected the senior dues for 
Visual Arts and Design and Business and Law. As Visual Arts and Design’s 
treasurer, he was responsible for maintaining the GSF financial records for 
this school. Furthermore, no other Monroe Campus employee periodically 
reviewed the accounting records created by this individual.

We found that the student coordinator did not maintain complete and accurate 
records of student collections. We compared the student coordinator’s 
receipt log to the cash journal that he maintained for senior related fees 
for November 2008.  In the receipt log, we identified $844 that was not 
recorded in the student coordinator’s cash journal. When asked, the student 
coordinator explained that he had received money from students for candy 
sales and senior dues at the same time and recorded them under one entry 
in the log. He stated that candy sales are treated as store income and not 
student collections; therefore, he did not record the candy sales money in 
the cash journal that he maintained for senior related fees. However, he was 
unable to account for the candy sales on any other cash journal. 

Without a separation of duties, abusive practices or errors could occur and not 
be detected. Without adequate financial records, there is no accountability 
over GSF accounts. 

7. Ensure that the collection of monies and record keeping functions for 
GSF accounts are separated.

8. Ensure that the missing $844 in cash collections that was not recorded 
in the student coordinator’s cash journal is investigated.

Recommendations

Student 
Coordinator’s 
Cash Collection 
Activities

Recommendations
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At the Monroe Campus, Business and Law operates the school store 
accessible to all campus students. The student coordinator is responsible to 
manage daily store operations. In addition, the Business and Law treasurer 
is responsible to maintain a cash journal and supporting documents for 
purchases, sales and deposits for the store. We note that neither DoE nor 
school officials established policies or procedures specific for operating a 
school store; however, good business practices recommend that inventory 
records should be kept and that a cash register should be used to record 
sales. Further, daily reconciliations should be made from the cash collected 
to the cash register tape. 

We found that there was no accountability over any aspect of the financial 
management of the school store. Although the student coordinator provided 
the treasurer with store receipts for items he purchased for the store, no 
school official independently verified that the purchases were delivered to 
the store.  Furthermore, the student coordinator did not keep inventory or 
sales records. The Business and Law treasurer maintained a cash journal; 
however, as discussed earlier in this report, it was incomplete. The treasurer 
did not reconcile the store’s cash register tape totals to the amount of money 
turned over to him by the student coordinator. In addition, the treasurer 
disposed of the register tapes. Further, the student coordinator occasionally 
took daily store receipts home instead of placing the monies in the school 
safe.  For example, on March 6, 2009, we observed the student coordinator 
and the treasurer perform a recount of the week’s store receipts, totaling 
$2,748.  The student coordinator informed us that he planned to bring the 
cash home and deposit it in the bank the following day.  

9. Establish financial management procedures for school stores that require 
at a minimum: 

• maintenance of  school store inventory records and a posted price 
listing of items sold in the store; 

• reconciliation of cash register tapes to the money collected and 
maintenance of all cash register tapes for a period of seven years;

• securing of monies in the school safe until they are deposited; and 

• verification that goods purchased are delivered to the school. 

According to DoE’s procedures, a school must submit a request to DoE’s 
Bureau of Financial Management & Reporting Banking Unit (Banking 
Unit) to open a GSF bank account. Prior to February 2008, the school was 
required to notify the Banking Unit after they opened a GSF bank account. 
Each school principal should report reconciled GSF account balances to 
the Banking Unit by July 31st every year. Each bank account should have 
at least three authorized signatories. A GSF treasurer cannot be a signatory 

Store 
Operations

Recommendation
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on a GSF bank account and all GSF disbursements should only be made 
by check or petty cash. DoE officials told us that, to comply with this 
requirement, schools should not have either a credit or debit card connected 
to their GSF bank accounts. With respect to the individual schools, we 
found the following:  

• At Business and Law, the GSF treasurer maintained four checking 
accounts, but did not request permission or notify DoE of opening 
them. The school principal did not annually submit reconciled GSF 
account balances to the Banking Unit by July 31st.  Two of the three 
signatories listed on the bank account signatory card for three the 
accounts, were former employees who left the school in 2007 and 
2008. On one account the GSF treasurer was the third signatory. 
In May 2009, school officials cancelled a debit card associated 
with one account after we informed them that use of such cards 
was prohibited for GSF purposes. School officials also replaced the 
former employees with appropriate personnel as signatories when 
we brought this matter to their attention.

• World Cultures maintained two GSF checking accounts. One account 
had only two signatories. School officials told us the second account 
was opened at another bank in January 2009. Neither account was 
registered with the Banking Unit. The school principal did not 
annually submit reconciled GSF account balances to the Banking 
Unit by July 31st. 

• Bronx Coalition maintained one checking account with two 
signatories. In May 2009, Bronx Coalition officials informed us 
they had opened a new checking account at another bank with 
three individuals assigned as signatories, but did not have the bank 
signatory card available for our review. This new account was not 
registered with the Banking Unit. The school principal did not 
annually submit the reconciled GSF account balance to the Banking 
Unit by July 31st. 

• Visual Arts and Design maintained one checking account with two 
signatories. Although the school principal submitted the reconciled 
GSF account balance to the Banking Unit by July 31st he incorrectly 
reported that the balance was zero. 

10. Require that all Monroe Campus schools:

• notify DoE’s Banking Unit when opening GSF accounts;

• establish three authorized signatories for each GSF bank account; 
and

Recommendation
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• annually submit reconciled GSF account balances to DoE’s Banking 
Unit by July 31st.

We found that the control environment for the financial management of 
GSF at the Monroe Campus was weak.  Monroe Campus principals failed to 
exercise accountability, fiscal integrity, and proper accounting procedures 
for the handling of these funds. We also found that all five school principals 
and GSF account treasurers did not receive training from DoE in financial 
management of GSF prior to our audit even though DoE officials knew of 
similar problems at other schools. DoE’s Office of the Auditor General, 
working in conjunction with an independent audit firm, conducted internal 
audits of GSF, and other activities, at 33 other New York City schools for the 
period September 2005 through January 2008. In its reports, the audit firm 
identified numerous significant internal control weaknesses in the financial 
management of GSF accounts at the schools it visited. For example, they 
found that the schools either did not maintain a cash journal, or the journal 
was incomplete and/or inaccurate. The audit firm also identified multiple 
expenditures paid from GSF accounts for non-student related items.

DoE officials stated that when they launched the “principal empowerment 
and accountability” initiative a few years ago, one goal was to reduce the 
number of mandatory trainings that resulted in principals and their staff 
being removed from their schools, where their presence is needed most. 
It is now up to the principals to determine if attending group training or 
requesting individual on-site training related to GSF financial management 
is in their school’s best interest, DoE officials also informed us that the 
schools cited in the audit reports submitted management action plans to 
correct the deficiencies. DoE officials also told us that they performed 
follow-up audits to determine whether the schools audited in prior years 
have implemented the recommendations. However, DoE did not take steps 
to ensure that all of the high schools under its jurisdiction established and 
maintained a system of internal controls to provide accountability over GSF.  

In an attempt to provide schools with additional tools to efficiently and 
effectively managing GSF funds, DoE officials told us that they are 
developing an on-line bookkeeping system. Five high schools are currently 
participating in a pilot program to test this software during the 2009-2010 
school year. Thereafter, the DoE will develop request for proposals for a 
vendor for this or a similar bookkeeping system.  Further, DoE officials told 
us that it is not their intention to make this accounting software mandatory 
for all schools because some schools already have a strong system already in 
place with good internal controls. However, we believe that, based upon the 
findings detailed in our report, as well as in the report from the independent 
audit firm, DoE needs to increase its oversight of Monroe Campus’s GSF 
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fiscal operations and controls to help ensure such funds are properly 
accounted for and spent for the purposes for which they were intended.

 
11. Provide training to all school employees who are responsible for GSF 

accounts.  
Recommendation



                                     
Division of State Government Accountability    21

Agency Comments

Agency Comments



22
       

Office of the New York State Comptroller



                                     
Division of State Government Accountability    23


