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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
July 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 Commack Union Free School District, entitled Financial 
Condition and Fuel Inventory. This audit was conducted pursuant to Article V, Section 1 of the State 
Constitution and the State Comptroller’s Authority as set forth in Article 3 of the New York State 
General Municipal Law.

This audit’s results and recommendations are resources for district offi cials to use in effectively 
managing operations and in meeting the expectations of their constituents. If you have questions about 
this report, please feel free to contact the local regional offi ce for your county, as listed at the end of 
this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability

State of New York
Offi ce of the State Comptroller
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Commack Union Free School District (District) is located in the Towns of Huntington and 
Smithtown in Suffolk County. The District is governed by the Board of Education (Board) which 
comprises fi ve elected members. The Board is responsible for managing operations and ensuring 
that the District maintains a sound fi nancial condition, which includes establishing internal controls 
over fi nancial operations. The Board’s President is the District’s chief fi nancial offi cer. The District 
Superintendent serves as the chief executive offi cer and is responsible, along with other administrative 
staff, for the District’s day-to-day management under the Board’s direction. 

The District operates eight schools with more than 6,900 students and more than 1,300 full-time 
employees. The general fund budget appropriations for 2014-15 were $183.2 million, funded primarily 
with real property taxes and State aid.

Scope and Objective

The objective of our audit was to evaluate the District’s fi nancial condition and controls over fuel 
inventory for the period July 1, 2013 through November 30, 2014. We extended our scope back to 
July 1, 2011 to analyze the District’s fi nancial condition and to provide perspective and background 
information. Our audit addressed the following related questions:

• Did the Board and District offi cials adopt reasonable budgets and adequately manage the 
District’s fi nancial condition?

• Did the District maintain complete and adequate fuel inventory records to safeguard its fuel?

Audit Results 

The Board and District offi cials need to improve oversight of the District’s budget process to 
adequately manage the District’s fi nancial condition. From 2011-12 through 2013-14, the District 
reported year-end unrestricted fund balance at levels that essentially complied with the 4 percent 
fund balance limitation.1 This was accomplished, in part, by appropriating fund balance and funding 
reserves at year end. Over the past three years, District offi cials appropriated a total of nearly $24 
million of fund balance, which should have resulted in planned operating defi cits each year. However, 
because the District overestimated expenditures in its adopted budgets, it experienced large operating 

____________________
1  New York State Real Property Tax Law limits the amount of fund balance which can be legally retained by District 

offi cials to no more than 4 percent of the next fi scal year’s budgeted appropriations.
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surpluses in 2011-12 and 2012-13 and did not use the appropriated fund balance in those years to 
fi nance operations. From 2011-12 through 2013-14, total actual revenues exceeded expenditures by as 
much as $3.7 million, while only $1.8 million of the nearly $24 million of appropriated fund balance 
was used to fi nance operations. Had District offi cials used more realistic budget estimates, they could 
have avoided the accumulation of excess fund balance and possibly reduced the real property tax levy.

We also found that District offi cials did not maintain complete and adequate fuel inventory records 
to safeguard and account for its fuel. The head groundskeeper performed a monthly reconciliation of 
District fuel purchase and use records with the actual fuel on-hand. However, discrepancies were not 
investigated, even though any discrepancies not resolved within 48 hours must be reported to the New 
York State Department of Environmental Conservation. As a result, the District could not account for 
1,876 gallons of gasoline (more than 5 percent of the gasoline purchased), valued at approximately 
$5,628. 

Comments of District Offi cials

The results of our audit and recommendations have been discussed with District offi cials, and their 
comments, which appear in Appendix A, have been considered in preparing this report. District offi cials 
generally agreed with our recommendations and indicated that they have initiated corrective action.
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Background

Introduction

Objective

Scope and
Methodology

Comments of
District Offi cials and
Corrective Action

The Commack Union Free School District (District) is located in the 
Towns of Huntington and Smithtown in Suffolk County. The District 
is governed by the Board of Education (Board), which comprises fi ve 
elected members. The Board is responsible for managing operations 
and ensuring that the District maintains a sound fi nancial condition, 
which includes establishing internal controls over fi nancial operations. 
The Board’s President is the District’s chief fi nancial offi cer. The 
District Superintendent (Superintendent) serves as the chief executive 
offi cer and is responsible, along with other administrative staff, for 
the District’s day-to-day management under the Board’s direction. 

The District operates eight schools with more than 6,900 students 
and more than 1,300 full-time employees. The general fund budgeted 
appropriations for 2014-15 were $183.2 million, funded primarily 
with real property taxes and State aid.

The objective of our audit was to evaluate the District’s fi nancial 
condition and controls over fuel inventory. Our audit addressed the 
following related questions:

• Did the Board and District offi cials adopt reasonable budgets 
and adequately manage the District’s fi nancial condition?

• Did the District maintain complete and adequate fuel inventory 
records to safeguard its fuel?

We examined the District’s fi nancial and fuel records for the period 
July 1, 2013 through November 30, 2014. We extended our scope 
back to July 1, 2011 to analyze the District’s fi nancial condition and 
to provide perspective and background information.

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.

The results of our audit and recommendations have been discussed 
with District offi cials, and their comments, which appear in Appendix 
A, have been considered in preparing this report. District offi cials 
generally agreed with our recommendations and indicated that they 
have initiated corrective action.

The Board has the responsibility to initiate corrective action. 
Pursuant to Section 35 of the General Municipal Law, Section 2116-a 
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(3)(c) of the New York State Education Law and Section 170.12 of 
the Commissioner of Education’s Regulations, a written corrective 
action plan (CAP) that addresses the fi ndings and recommendations 
in this report must be prepared and provided to our offi ce within 90 
days, with a copy forwarded to the Commissioner of Education. To 
the extent practicable, implementation of the CAP must begin by 
the end of the next fi scal year. For more information on preparing 
and fi ling your CAP, please refer to our brochure, Responding to an 
OSC Audit Report, which you received with the draft audit report. 
The Board should make the CAP available for public review in the 
District Clerk’s offi ce.
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Financial Condition

Overestimated 
Expenditures

The Board and Superintendent are responsible for adopting budgets 
that contain estimates of actual and necessary expenditures that are 
funded by realistic revenues. Sound budgeting provides suffi cient 
funding for necessary operations and helps to ensure that the 
real property tax levy is not greater than necessary. Prudent fi scal 
management includes establishing reserves needed to address long-
term obligations or planned future expenditures. Once the Board has 
addressed those issues, any remaining fund balance, exclusive of 
the amount allowed by law to be retained to address cash fl ow and 
unexpected occurrences,2 should be used to reduce the property tax 
levy.
 
The Board and District offi cials need to improve their oversight of the 
District’s budget process to adequately manage the District’s fi nancial 
condition. The District reported year-end unrestricted fund balance at 
levels that essentially complied with the 4 percent fund balance limit 
for fi scal years 2011-12 through 2013-14. This was accomplished, in 
part, by appropriating fund balance and funding reserves at year end. 

Over the past three years, District offi cials appropriated a total of 
nearly $24 million of fund balance, which should have resulted in 
planned operating defi cits each year. However, because the District 
overestimated expenditures in its adopted budgets, it experienced 
large operating surpluses in 2011-12 and 2012-13 and did not use 
the appropriated fund balance in those years to fi nance operations. 
From 2011-12 through 2013-14, total actual revenues exceeded 
expenditures by as much as $3.7 million, while only $1.8 million 
of the nearly $24 million of appropriated fund balance was used to 
fi nance operations. As a result, taxpayers have been paying more than 
necessary to fund District operations.

When preparing the budget, the Board must estimate revenues, 
expenditures and the amount of fund balance that will be available 
at year end, some or all of which may be used to fund the ensuing 
year’s appropriations. After taking these factors into account, the 
Board establishes the expected real property tax levy necessary to 
fund operations. Accurate estimates help ensure that the tax levy is 
not greater than necessary. Revenue and expenditure estimates should 
be developed based on prior years’ operating results, past expenditure 

____________________
2  New York State Real Property Tax Law limits the amount of fund balance that 

can be legally retained by District offi cials to no more than 4 percent of the next 
fi scal year’s budgeted appropriations.
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trends, anticipated future needs and available information related to 
projected changes in signifi cant revenues or expenditures. Unrealistic 
budget estimates can mislead District voters and taxpayers and have 
a signifi cant impact on the District’s year-end fund balance and 
fi nancial condition. 

We compared the District’s budgeted revenues and expenditures 
with actual results of operations from 2011-12 through 2013-14. The 
District’s revenue estimates appeared reasonable and generally close to 
the actual revenues received. However, District offi cials consistently 
presented, and the Board approved, budgets which overestimated 
expenditures for these three years. As a result, District offi cials spent 
an average of approximately $8.3 million less than planned each 
year. District offi cials indicated that this occurred because they work 
actively throughout the year to spend less than the amounts budgeted.

Figure 1: Overestimated Expenditures

Fiscal Year Budgeted 
Appropriationsa

Actual 
Expenditures

Overestimated 
Expenditures

Percentage of 
Overestimated 
Expenditures

2011-12 $166,303,927 $160,265,427 $6,038,500 3.8%

2012-13 $171,623,203 $161,678,662 $9,944,541 6.2%

2013-14 $179,672,087 $170,817,937 $8,854,150 5.2%
a Includes year-end encumbrances from the prior fi scal year

The majority of overestimated expenditures were for employee 
benefi ts and regular and special education instruction. District offi cials 
overestimated employee benefi t costs by a total of $8.9 million, regular 
instruction costs by $4.5 million and special education instruction 
costs by $3 million for the three-year period. Because the Board 
did not adopt budgets with more accurate expenditure estimates, 
unrestricted fund balance increased beyond 4 percent of the ensuing 
year’s budget. Had District offi cials used more reasonable budget 
estimates, they could have avoided the accumulation of excess fund 
balance and possibly reduced the tax levy.

Fund balance represents resources remaining from prior fi scal years. 
School districts may retain a portion of fund balance at year end for 
purposes of cash fl ow or unexpected expenditures. However, because 
the amount of fund balance retained cannot exceed 4 percent of the 
ensuing year’s budgeted appropriations, any excess amounts should 
be used to lower real property taxes, increase necessary reserve 
funds, pay for one-time expenditures or pay down debt. District 
offi cials should not appropriate fund balance or reserve funds simply 
to circumvent the statutory limit.

When fund balance is appropriated as a funding source, the expectation 
is that there will be a planned operating defi cit in the ensuing fi scal year, 
fi nanced by the amount of the appropriated fund balance. Conversely, 

Appropriated 
Fund Balance 
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an operating surplus (when budgeted appropriations are not fully 
expended or expected revenues are greater than estimated) results 
in an increase in year-end fund balance. Sound budgeting practices 
provide that adopted annual budgets do not routinely appropriate 
fund balance that will not actually be used to fund operations. Instead 
of decreasing fund balance, as refl ected in the budget presented to 
taxpayers, this practice increases the amount of fund balance. 

The District reported year-end unrestricted funds in the general fund 
at levels that essentially complied with the 4 percent limit for 2011-
12 through 2013-14. This was accomplished, in part by appropriating 
fund balance. Over the past three years, District offi cials appropriated 
a total of almost $24 million of fund balance, which should have 
resulted in planned operating defi cits each year. However, the District 
experienced operating surpluses in 2011-12 and 2012-13 and a 
smaller than planned operating defi cit in 2013-14. Over this three-
year period, total actual revenues exceeded actual expenditures by 
more than $3.7 million and only $1.8 million of the appropriated fund 
balance was used to fi nance operations. 

Figure 2: Unrestricted Funds at Year End
2011-12 2012-13 2013-14

Beginning Fund Balance $10,461,120 $12,470,261 $16,454,069

Plus/(Less): Operating Surplus/(Defi cit) $1,854,817 $3,660,222 ($1,752,429)

Unrestricted Funds Subtotal $12,315,937 $16,130,483 $14,701,640

Less: Appropriated Fund Balance ($5,700,000) ($9,677,165) ($8,332,052)

Plus: Transfers from Reserves $154,324 $323,586 $632,502

Less: Encumbrances ($278,523) ($285,166) ($322,925)

Total Unrestricted Funds at Year-End $6,491,738 $6,491,738 $6,679,165

Ensuing Year's Budgets $171,344,680 $179,386,921 $183,223,817 

Reported Unrestricted Funds as a 
Percentage of Ensuing Year's Budget 3.8% 3.6% 3.6%

Effective Unrestricted Funds Resulting 
From Unused Appropriated Fund Balance $10,091,738 $12,191,738 $14,603,901

Effective Unrestricted Funds as a 
Percentage of Ensuing Year's Budget 5.9% 6.8% 8.0%

The District’s practice of consistently planning operating defi cits 
by appropriating unrestricted funds that were not needed to fi nance 
operations in effect caused the District to exceed the statutory 
limitation of unrestricted fund balance of no more than 4 percent of 
the ensuing year’s appropriations. As a result, the District retained 
signifi cantly more than the amount of unrestricted funds allowed.

Overestimating expenditures and unnecessarily appropriating fund 
balance caused available fund balance to appear to be within the 
legal limit. As a result, the Board and District offi cials have withheld 
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Recommendations

signifi cant funds from productive use and have not adequately 
presented the District’s fi nancial condition to its residents. 

The Board should: 

1. Develop procedures to ensure it adopts more reasonable 
budgets to avoid raising more real property taxes than 
necessary.

2. Discontinue the practice of adopting budgets that result in 
the appropriation of unrestricted fund balance that will not be 
used to fund District operations.
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Fuel Inventory

District offi cials are responsible for establishing procedures to provide 
assurance that vehicle fuel is accounted for and used for District 
purposes. The Director of Facilities is responsible for ensuring that 
fuel supplies are adequately safeguarded, accounted for and protected 
against the risk of loss, waste and misuse. To accomplish this, fuel 
supply tanks should be measured,3 before and after fuel delivery. This 
helps ensure that the District pays for the correct number of gallons 
of fuel received. Inventory records should be maintained to account 
for the amount of fuel purchased and used and the balance of fuel 
remaining in the tanks.

Inventory records should be periodically reconciled with physical 
inventories and any material discrepancies should be investigated 
and resolved. The New York State Department of Environmental 
Conservation (DEC) requires the operator of any facility with a 
combined underground storage capacity of more than 1,100 gallons to 
maintain daily inventory records to detect leaks.4 Failure to maintain 
and reconcile such records could result in DEC-ordered tests and 
facility inspections at the District’s expense. 

The District maintained one 2,500-gallon underground fuel storage 
tank for gasoline. During our audit period, the District purchased 
35,769 gallons of gasoline at a total cost of $107,928. Custodians, 
guards and grounds personnel are authorized to use gasoline to 
operate approximately 46 District vehicles plus other assorted small 
machines, such as lawnmowers and snow blowers. Whenever a 
District employee pumps gasoline, a fuel ticket must be completed 
to record the employee’s name, date, vehicle number and the number 
of gallons pumped. The fuel tickets are then left in a box for the 
head groundskeeper to use when performing the daily inventory 
reconciliation. However, the District’s records were not adequate to 
ensure it properly accounted for and safeguarded its fuel inventory. 

The head groundskeeper recorded the daily total amounts of gasoline 
pumped as shown on the fuel tickets and any amounts purchased 
and he reconciled this to the physical fuel tank measurement5 each 
day. Differences were not investigated, even though the District’s 
____________________
3  For example, via the use of a measuring stick or tank gauge
4  Records must be kept for each tank and must include measurements of deliveries, 

usage, inventory on-hand and losses or gains. Records must be kept current, must 
account for all variables which could affect an apparent gain or loss and must 
be in accordance with generally accepted practices. The DEC also requires that 
records be maintained and made available for inspection for a period of not less 
than fi ve years.

5  Tank stick reading
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reconciliation form indicates that any discrepancies not resolved 
within 48 hours must be reported to the DEC.6 The District also uses a 
separate electronic system to monitor tank levels and detect leaks. The 
information from this system is manually recorded and periodically 
inspected by DEC personnel. However, the electronic records are not 
reconciled with the manual fuel inventory records. 

District offi cials told us that differences in fuel measurements were 
never investigated because temperature variances can cause gasoline 
to expand and contract and any variances usually equal out after a 
few days. To illustrate the importance of reconciling the electronic 
records with the manual records, we compared the physical tank 
measurements with the electronic readings on February 24, 2015 
and found a 43-gallon difference,7 about 3 percent, which District 
offi cials were unable to explain. 

We attempted to reconcile the District’s fuel purchases for our audit 
period with the fuel tickets and physical tank measurements and found 
that 1,876 gallons of gasoline (more than 5 percent of the gasoline 
purchased), valued at approximately $5,628,8 was unaccounted for. 

Figure 3: Gasoline Inventory (in Gallons) as of November 30, 2014
Beginning 
Inventorya Delivered Used by 

District

Calculated 
Ending 

Inventory

Physical 
Ending 

Inventorya
Difference

1,045 35,769 34,307 2,507 631 1,876
a Beginning Inventory and Physical Ending Inventory are based on the District’s records as of February 2015.

These discrepancies clearly illustrate the need for the Director of 
Facilities to periodically reconcile the manual and electronic inventory 
records to usage records and investigate signifi cant differences. 
District offi cials had no explanation for the large discrepancies 
between the electronic and manual inventory records or between the 
manual inventory records and physical inventory. Without proper 
controls over fuel inventory, District offi cials have no assurance that 
fuel purchased by the District is properly accounted for and used for 
proper District purposes. 

The Board and District offi cials should:

3. Adopt and implement written policies and procedures to 
ensure that the fuel supply is periodically measured and that 

____________________
6  The District must investigate all differences greater than the industry standard for 

fuel temperature variances of .75 percent and report any unresolved differences 
to the DEC within 48 hours.

7  The tank stick reading showed 1,692 gallons and the electronic gauge showed 
1,649 gallons on-hand.

8  From July 1, 2013 through November 30, 2014, the average price of gasoline 
was $3.00 per gallon.

Recommendations
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adequate fuel inventory records are maintained, including 
the beginning inventory and the quantities of fuel purchased, 
delivered, dispensed and on-hand. 

The Director of Facilities should:

4. Periodically reconcile fuel inventory records and the 
electronic tank gauge to physical fuel tank measurements. Any 
differences should be promptly investigated and resolved.
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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 

The objective of this audit was to evaluate the District’s fi nancial condition and the processes and 
procedures over the District’s fuel inventory for the period July 1, 2013 through November 30, 2014. 
We expanded our scope period back to the 2011-12 fi scal year to analyze the District’s fi nancial 
condition.

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

• We interviewed District offi cials and staff to obtain an understanding of budgeting practices 
and the fuel usage and inventory records maintained.

• We reviewed the Board minutes and policies and procedures regarding the District’s fund 
balance, budgeting practices and fuel inventory.

• We reviewed annual fi nancial statements and the accompanying management letters prepared 
by the District’s independent public accountant.

• We analyzed revenue and expenditure trends and budget-to-actual comparisons for the operating 
funds for fi scal years 2011-12 through 2013-14 and calculated the percentage of unexpended 
funds compared with budgeted appropriations.

• We reviewed and analyzed reported fund balance levels in comparison with the amounts 
appropriated in adopted budgets.

• We compared fuel tank levels from the electronic monitoring system to the actual physical 
tank measurements on February 24, 2015 to determine whether the fuel monitoring system was 
accurate. When we selected this day, we had no expectation that more or fewer measurement 
errors would occur on that day than in any other day during the audit period.

• We performed a reconciliation of fuel inventory records for our audit period with the gallons 
of gasoline delivered to determine whether the District properly accounted for fuel used and 
remaining on-hand.

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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Andrew A. SanFilippo, Executive Deputy Comptroller

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