
DIVISION OF LOCAL GOVERNMENT 
& SCHOOL ACCOUNTABILITY

O F F I C E  O F  T H E  N E W  Y O R K  S T A T E  C O M P T R O L L E R

Report of  Examination
Period Covered:

July 1, 2009 — June 30, 2010

2011M-67

 Miller Place
Union Free School District

Internal Controls Over 
Retirement Reporting and 

Cash Disbursements

Thomas P. DiNapoli



11DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY    

   
 Page

AUTHORITY  LETTER 2

INTRODUCTION 3 
 Background 3 
 Objective 3 
 Scope and Methodology 3 
 Comments of District Offi cials and Corrective Action 3 
 

RETIREMENT REPORTING 5 
 Recommendations 7 

CASH DISBURSEMENTS 8 
 

APPENDIX  A Response From District Offi cials 10
APPENDIX  B OSC’s Comments on the District’s Response 14
APPENDIX  C Audit Methodology and Standards 15
APPENDIX  D How to Obtain Additional Copies of the Report 17
APPENDIX  E Local Regional Offi ce Listing 18

Table of Contents



2                OFFICE OF THE NEW YORK STATE COMPTROLLER2

State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

July 2011

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 Miller Place Union Free School District, entitled Internal 
Controls Over Retirement Reporting and Cash Disbursements.  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 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
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Background

Introduction

Objective

Scope and
Methodology

The Miller Place Union Free School District (District) is located 
in the Town of Brookhaven in Suffolk County. The District is 
governed by the Board of Education (Board) which comprises 
fi ve 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. The claims auditor and Treasurer 
both review the District’s claims before they are paid and mailed to 
vendors.

There are four schools in operation within the District, with 
approximately 3,200 students and nearly 500 employees. The 
District’s expenditures for the 2009-10 fi scal year were approximately 
$56.9 million, funded primarily with State Aid, real property taxes, 
and grants. 

The objective of our audit was to examine controls over retirement 
reporting and cash disbursements.  Our audit addressed the following 
related questions: 

• Are reports to the New York State and Local Retirement 
System (NYSLRS) accurate and adequately supported?

• Are internal controls over cash disbursements appropriately 
designed and operating effectively?

We examined the District’s internal controls over retirement reporting 
and cash disbursements for the period July 1, 2009 to June 30, 2010. 
We extended our scope for retirement reporting to include April 
1, 2008 through October 31, 2010 for the Treasurer and District 
Clerk, and April 1, 2008 through March 31, 2009 for two part-time 
custodians.  

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 
standards and the methodology used in performing this audit are 
included in Appendix C of this report.

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.  Except 

Comments of District 
Offi cials and Corrective 
Action
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as specifi ed in Appendix A, District offi cials generally agreed with 
our recommendations and indicated they planned to take corrective 
action.  Appendix B includes our comments on issues raised in the 
District’s response letter.

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, 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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Retirement Reporting

The District is a public employer participating in the New York State 
and Local Retirement System (NYSLRS). Once a month, the District 
is required to report to NYSLRS the days worked and salaries earned 
by employees enrolled in the retirement system. The accuracy of these 
reports is important for determining the employees’ service credits 
and, ultimately, their pension benefi ts. NYSLRS also uses these 
reports to calculate and bill the District for its employer contributions 
to the system. When retirement reports are not adequately supported 
and properly reviewed, there is an increased risk of error, abuse, or 
fraud, leading to unnecessary or improper costs for the District and 
taxpayers. Additionally, retirees could receive benefi ts to which they 
are not entitled at retirement. For these reasons, it is essential that 
District offi cials implement policies and procedures to ensure that 
retirement reports are accurate, complete, and adequately supported. 

District offi cials did not implement formal procedures for retirement 
reporting.  Retirement reports prepared by a payroll clerk that were 
submitted to NYSLRS were not reviewed for accuracy or approved 
by an appropriate offi cial.  As a result, fi ve employees improperly 
received service credit for 534.3 days they did not earn.  We notifi ed 
NYSLRS of this misreporting so that corrective action can be initiated 
to ensure these employees do not receive benefi ts to which they are 
not entitled.  
 
Treasurer and District Clerk — Service credit is the basis for 
determining eligibility and benefi t calculations and is reported as 
the number of days worked during a certain period. The District 
consistently over-reported the days worked by the Treasurer and 
District Clerk for the period April 1, 2008 to October 31, 2010.  We 
obtained the available time records and determined that, although 
the District typically reported the Treasurer and District Clerk as 
having worked 10 days per month, the actual days worked were often 
signifi cantly less.1  For the 31-month period reviewed, the Treasurer 
was reported for 354.25 days when he should have been reported for 
45.14 days, a difference of 309.11 days.  Similarly, the District Clerk 
was reported for 376.50 days when she should have been reported for 
199.02 days, a difference of 117.48 days.  For example:

1  The District was unable to locate the District Clerk’s time records for January 
2010 through April 2010.
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Table 1: Calculation of Days Worked for August 2008

Position
Actual Days 

Worked
Days 

Reported

Days (Over)/
Under 

Reported
Treasurer 1.14 30.00 (28.86)
District Clerk 4.93 30.00 (25.07)

As of July 2010, the District amended its method of calculating and 
reporting the days worked for these individuals to more closely match 
the actual days worked.  However, no adjustment was submitted to 
NYSLRS to correct the number of days reported prior to that date.  
Consequently, the service credit for the Treasurer and District Clerk 
is still improperly infl ated by a total of 426.59 days.

Part-Time Custodians – NYSLRS notifi ed us that that the salaries and 
days reported for two part-time custodians did not appear to match for 
the period April 2008 through March 2009,  meaning their monthly 
salaries were less than would be expected if the District calculated 
their days worked using a standard work day that was between six and 
eight hours, as required.  

We reviewed the payroll journals for this period and determined that 
the salaries reported to NYSLRS for each of these individuals was 
correct.  We reviewed the collective bargaining agreement for part-
time custodians and found that it specifi ed the standard workday 
as eight hours.  We reviewed the payroll records and calculated the 
days worked for April 2008 through March 2009 using an eight-hour 
standard workday and found that, in every instance, the days worked 
were over-reported, for a one-year total of 106.84 days.  For example:

Table 2: Calculation of Days Worked for August 2008

Position
Actual Days 

Worked
Days 

Reported

Days (Over)/
Under 

Reported
PT Custodian 1 12.63 30.00 (17.38)
PT Custodian 2 12.00 24.00 (12.00)

According to the NYSLRS Employers’ Guide, the days worked 
should have been calculated as actual hours worked divided by the 
standard workday. However, there was a systemic failure to follow 
these procedures.  District offi cials told us that the days reported to 
NYSLRS were calculated as gross pay, without shift differentials, 
divided by daily rate.  This is not the correct procedure but it should 
produce correct results if it is properly followed.  Generally, the part-
time custodians received twice the credit they were entitled to, but the 
over-reporting was not consistent, and in some instances it was even 
greater.  
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Recommendations

We randomly selected 10 other employees reported to NYSLRS 
in April 2010 to determine whether this systemic over-reporting 
extended to other employees.  Nine of the 10 employees had job 
titles other than PT Custodian, and the days worked for each of those 
employees was correctly reported. However, consistent with our 
previous testing, the tenth employee, who was a part-time custodian, 
was over-reported by 0.87 days for April 2010.  

The correct procedures for calculating days worked have not been 
followed.  As a result, the District has improperly infl ated the service 
credit for part-time custodians.  These errors occurred because 
District offi cials did not establish adequate procedures to ensure 
reports are accurate prior to being submitted to NYSLRS.  We have 
notifi ed NYSLRS of this misreporting so that corrective action can be 
initiated to ensure these employees do not receive benefi ts to which 
they are not entitled.  

1. District offi cials should implement formal procedures to 
ensure that retirement reports are reviewed and approved by an 
appropriate offi cial to ensure they are accurate, complete, and 
adequately supported.

2. The Board should adopt a resolution to formally establish a 
standard work day for the Treasurer and District Clerk for use in 
calculating days worked for retirement reporting purposes. 

3. District offi cials should contact NYSLRS to reduce the service 
credit that has been reported for the Treasurer, District Clerk, and 
part-time custodians to refl ect the actual days worked.

4. District offi cials should contact NYSLRS for assistance in 
reviewing and correcting the method of calculating and reporting 
the days worked by the District’s part-time custodians to refl ect 
their actual days worked.
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Cash Disbursements

An internal control system, which is established by the Board and 
implemented by District offi cials, is the integration of the activities, 
plans, attitudes, policies and efforts of District staff to provide 
reasonable assurance that the District will achieve its objectives. 
An appropriate system of internal controls over cash disbursements 
consists of procedures to ensure that checks and wire transfers are 
properly authorized and recorded, and paid for the appropriate 
amounts.

We found that the District’s internal controls over cash disbursements 
are appropriately designed and operating effectively to safeguard 
cash.  We reviewed the internal controls over cash disbursements, 
using audited and approved claims as source documents, as well 
as by observing the claims auditing process.  The accounts payable 
clerk prepares and prints warrants2 and checks, attaches all supporting 
documentation to the claims and forwards them to the claims auditor.  

The claims auditor verifi es that the purchase orders contain authorized 
signatures, and that the invoices and supporting documentation are 
attached and initialed.  He then verifi es that the amounts paid are 
accurate, that sales tax has not been charged, and that the amounts 
and descriptions match approved quotes, requests for proposals, or 
approved contracts if applicable.  The claims auditor verifi es that 
the warrants and checks are in sequential order, signs the warrants, 
stamps the claims “paid,” and prepares a detailed written audit report 
that he submits to the Board. Finally, the claims auditor forwards the 
claims to the Treasurer, who performs a second review.  

As an additional control, the Board requires that all checks over 
$10,000, other than payroll or trust and agency checks, contain 
both the Treasurer’s signature and a manual signature from the 
Board President. After fi nal approval of the checks and claims 
by the claims auditor and Treasurer, the checks are mailed. Wire 
transfers are authorized by the Deputy Superintendent. Accounting 
staff then completes the transfers, records them on the wire transfer 
log, and posts the journal entries. The claims auditor reviews the 
transfer documentation and journal entries before signing and fi ling 
the documentation and the Treasurer reviews and initials the wire 
transfer log.

To determine if these controls were operating effectively, we 
examined 38 claims totaling $897,426, representing about 2.5 

2  A warrant is a list of audited and approved claims.
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percent of all claims paid, and 56 wire transfers made in June 2010 
totaling $63,233,725.  All disbursements were properly authorized 
and recorded, claims were paid for the appropriate amounts, and 
checks were properly endorsed prior to being mailed.  Our testing 
revealed only minor discrepancies in the District’s adherence to the 
procedures as designed, which we discussed with District offi cials to 
help them improve controls in this area.
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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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See
Note 1
Page 14

See
Note 2
Page 14

See
Note 3
Page 14

See
Note 2
Page 14

See
Note 3
Page 14
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APPENDIX B

OSC’S COMMENTS ON THE DISTRICT’S RESPONSE

Note 1

Although it was generally true that the days worked for the Treasurer and District Clerk were pro-
rated, it was not always the case.  For instance, in August 2008, the example month in our report, the 
Treasurer and District Clerk were each reported for 30 service days, which is the maximum number of 
service days reportable for full-time employees in a three pay period month. 

Note 2

We agree that August is customarily the month with the least amount of hours worked, and that August 
2008 was no exception.  However, this illustrates that these individuals did not work all of the days 
they were reported to have worked.  

Note 3

We agree that the New York State and Local Retirement System will not give greater than one-year’s 
service credit to any employee for any year worked.  Therefore, if the Treasurer or the two part-time 
custodians work full-time for other municipalities, they would correctly receive one-year’s credit for 
each year worked.  However, it would not be certain that they would continue to work full time for 
other municipalities until retirement.  In addition, there was no indication that the District Clerk or 
the third part-time custodian mentioned in this report worked for other municipalities.  The District 
should not disregard the importance of accurate reporting under the assumption that the data reported 
by another municipality will negate the effects of any erroneous information that the District reports.  
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials 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: retirement reporting, fi nancial oversight, cash receipts and 
disbursements, purchasing, payroll and personal services, and information technology.

During the initial assessment, we interviewed appropriate District offi cials, performed limited tests 
of transactions and reviewed pertinent documents, such as District policies and procedures manuals, 
Board minutes, and fi nancial records and reports. In addition, we obtained information directly from 
the computerized fi nancial databases and then analyzed it electronically using computer-assisted 
techniques. This approach provided us with additional information about the District’s fi nancial 
transactions as recorded in its databases. Further, we reviewed the District’s internal controls and 
procedures over the computerized fi nancial 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 on the reported objective and scope by selecting for audit 
those areas most at risk. We selected retirement reporting and cash disbursements for further audit 
testing.  To accomplish the objective and to obtain valid audit evidence, our procedures included the 
following steps:

• We interviewed District offi cials and staff involved in the business operations of the District.

• We reviewed Board minutes, policies and procedures as they related to the scope of our audit. 

• We reviewed retirement reports, employment contracts, time records, and other pertinent 
documents to determine whether time worked by the Treasurer, District Clerk and part-time 
custodians had been accurately reported to the New York State and Local Retirement System.

• We reviewed paid claims, wire transfers, warrants, general ledger reports, canceled checks and 
bank statements to assess internal controls over cash disbursements

• Our sample of paid claims comprised 38 checks, with a total value of $897,426. Twenty of the 
checks, totaling $195,252, were selected based on vendors/amounts that appeared unusual or 
questionable, and were tested during our planning phase. The remaining 18 checks, totaling 
$702,174, were selected randomly.  We selected the tenth claim on the fi rst warrant of each 
month containing more than 10 claims, then selected a second claim from every other month 
using the tenth claim on the second warrant of the month having more than 10 claims.  We then 
traced from the claim to the warrant and to the canceled check (and vice versa).

• Our sample of wire transfers comprised 56 wire transfers made in June 2010, totaling 
$63,233,725.  We traced these transfers from the wire transfer logs to the general ledger 
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and to the bank statements to verify that the transfers were complete, accurate, and properly 
authorized.

We conducted this performance audit in accordance with generally accepted government auditing 
standards (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 D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

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

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/
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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
Robert Meller, 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
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