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To: David Squillace, President of the Board of Education  

Herbert Scialabba, Vice President, Ronald Limoncelli,  
Superintendent, Robert Blinsinger, Alexander Fabozzi,  
Sandra Griffin, Barbara Persico, Emanuel Rosen, Anthony 
Vecchio, James Walrath, Board Members 

 
 
From: Richard H. Cate and Patricia Lamb McCarthy 
 
 
Subject: Greater Amsterdam School District- Final Report of Examination 
 
 

We enclose the final report of examination (2001M-35) related to the 
examination of the Greater Amsterdam School District (District) for the period July 1, 
1998 through September 30, 2000.  The examination was conducted jointly by the 
Office of the State Comptroller and the State Education Department. 
 

We believe the keys to success in improving the District’s fiscal health are: the 
preparation of budgets which include sound estimates; timely and periodic monitoring 
of the budget; accurate and timely financial reports; and accurate and timely filed state 
aid claims.  Office of the State Comptroller and State Education Department staff are 
prepared to assist the District in improving its fiscal and administrative operations.  
However, the impetus to achieve the much needed improvements must come from the 
Board of Education working with the Superintendent and senior managers. 
 

Within ninety days of the issuance of this report, the District should submit a 
plan of action that addresses our recommendations.  We appreciate the cooperation 
and courtesies extended to the staff during the examination. 
 
Enclosure 
cc: See attached distribution list 
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Report: 2001M-35 
Filed: March 23, 2001 

 
 
TO THE PRESIDENT AND MEMBERS  
OF THE BOARD OF EDUCATION 
OF THE GREATER AMSTERDAM SCHOOL DISTRICT, 
MONTGOMERY COUNTY, NEW YORK: 
 

The following is our report on the District’s financial position, the various financial 
trends that have affected or will affect the District’s financial condition, and certain 
budgetary practices.  The issues and concerns identified in this report should be studied 
considering the District’s unique needs and circumstances.  Implementation of our 
recommendations regarding the District’s financial planning, management and budgetary 
systems will result in improved accountability on the part of the District and improved 
understanding by taxpayers and others who provide the District’s fiscal resources. 
 

Among my top priorities as the State Comptroller is to maintain a strong partnership 
between my office, state agencies, and the local governments of New York State.  One of the 
main objectives of this partnership is to assist local governments in improving their financial 
condition and strengthening their financial planning, management and budgetary control 
systems.  Members of my municipal audit staff and the staff of the State Education 
Department’s Office of Audit Services have worked diligently with School District officials 
and have produced this report that I believe will assist school District officials in improving 
the District’s financial operations. 
 

Strengthened financial planning and management systems allow school District 
officials to identify current and emerging fiscal problems before they disrupt operations, 
develop plans for addressing these concerns and monitor the effectiveness of any corrective 
action taken. Therefore, it is vitally important that the financial management 
recommendations in this report be addressed so that school District officials have better 
information upon which to base management decisions.   
 

Maintaining a strong partnership between my office, the State Education 
Department, and the District will enable us to serve the taxpayers more effectively by making 
better use of our limited resources.  Toward this end, I look forward to continuing to work 
with your District and all other local governments throughout the State. 
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If my office can be of assistance to you or if you have any questions concerning this 
audit report, please feel free to contact my Glens Falls regional office listed at the back of 
this report. 
 

Very truly yours, 
 

Office of the State Comptroller 
 

OFFICE OF THE STATE COMPTROLLER 
DIVISION OF MUNICIPAL AFFAIRS 

 
Albany, New York 
December 21, 2000 
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GREATER AMSTERDAM SCHOOL DISTRICT INTRODUCTION  
 
 

· Authority · 
 

This examination of the Greater Amsterdam School District was conducted jointly by 
the Office of the State Comptroller and the State Education Department pursuant to the State 
Constitution, Article V, §1, Article 7 of the Education Law,  and further authority vested in 
the State Comptroller by Article 3 of the General Municipal Law. 
 
 

· Background · 
 

The Greater Amsterdam School District has an enrollment of approximately 3,700 
students.  It is a small city school district (population of less than 125,000) and as such is 
subject to the provisions of Section 1318, of the Real Property Tax Law.  Section 1318 limits 
the amount of the general fund’s unrestricted and unreserved fund balance (surplus) that the 
District can accumulate to two percent of the current year’s budget.  At the end of the 1996 - 
1997 fiscal year, the District’s general fund surplus significantly exceeded the amount 
permitted by Section 1318.  In order to comply with this statutory requirement, the District’s 
management apparently recognized the need to reduce the general fund surplus.  The 
District’s management continued their practice of reducing the general fund surplus by using 
significant amounts of the surplus to reduce the real property tax levies over the next three 
years, until the surplus was completely depleted at the end of the 1999-2000 fiscal year. (See 
Chart 1, Page 15)  
 

Effective August 20, 1997, the voters of the District were given the ability to vote on the 
District’s budget.  If the voters do not approve the budget originally proposed by the Board of 
Education, the Board has a variety of options, which include resubmitting the proposed 
budget or adopting a contingency budget.  When the District’s 2000-2001 budget was not 
approved by the voters, the Board of Education chose not to resubmit the budget for voter 
approval and adopted a contingency budget.  A contingency budget is limited to providing 
funding for teacher’s salaries and those items the Board of Education determines to be 
“ordinary and contingent expenses”. 
 

The District’s proposed 2000-2001 budget included real property tax revenues of $15.5 
million, which would have represented an increase of approximately 38% over the property 
tax revenues for the year 1999-2000, to help finance the $36.5 million of general fund 
proposed expenditures.  After the voters rejected the District’s proposed budget, the District 
received a $1 million grant-in-aid from the New York State Legislature and used it to reduce 
the real property tax burden.  As a condition for the acceptance of the grant-in-aid, the 
District is required to prepare quarterly financial reports and submit them to the 
Commissioner of Education.    
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· Purpose and Scope · 
 

Our responsibilities were to review the financial condition and related fiscal operations 
of the School District in order to identify the areas needing improvement and to inform 
District officials and the public of our findings and recommendations.  Consistent with these 
responsibilities, this examination’s objectives were to identify conditions indicating possible 
fiscal stress and recommend improvements to the District’s financial planning and 
management process related to financial position for the period July 1, 1998, through 
September 30, 2000.  This report should be viewed as a tool to be used by District officials 
and the public to determine the improvement opportunities available to the District and begin 
the implementation of such improvements. 
 

Our examination addressed the following questions about the District’s financial 
position:   
 

! What is the District’s current financial position? 
 

! How did the District become fiscally stressed? 
 

! What can the District do to improve its financial position? 
 
 Our examination consisted of an assessment of the District’s financial position as of 
June 30, 2000.  In addition, we reviewed how the District arrived at this financial position by 
examining certain financial trends.  Further, we attempted to estimate where the District’s 
finances may be headed, if current trends continue.   
 

The staff of the Offices of Audit Services Unit of the State Education Department 
reviewed the District’s state aid claiming and reporting process for the period  July 1, 1995 
through September 30, 2000, to determine if the District had adequate systems and controls 
in place to ensure valid and reliable data to support claims for state aid  are obtained, 
maintained, and fairly disclosed in reports on a timely basis. 
 

During the course of this examination, we noted that the District may have opportunities 
for improvement with respect to compliance with Regulations of the Commissioner of 
Education, state statutes, guidance of the Office of the State Comptroller, and prudent 
business practices.  However, as noted above, the objective of this examination was to 
address concerns relating to the District’s fiscal health.  Consequently, the recommendations 
included in this report are limited to those, which relate to the District’s budgeting, financial 
record keeping and state aid claiming processes.  In the future, we may provide the District 
with a service, which would, among other things, include identifying and reporting on the 
improvement opportunities we noted. 
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· Methodology · 
 

To accomplish our objectives, staff from the Office of the State Comptroller and the 
State Education Department (SED) reviewed preliminary financial information and agreed 
upon the areas of concern to be addressed by the staff from each office.  We then met with 
District officials to determine their needs and concerns.  We reviewed the District’s financial 
information and state aid claims, interviewed District officers and employees involved in the 
administrative and financial functions of the District and observed the District’s financial 
recording and reporting process.  We also interviewed the District’s independent auditor and 
reviewed the annual audit reports for the period June 30, 1995, through June 30, 2000. 
 

Based upon our review and interviews, we assessed risk and identified issues, which we 
believe merited additional study and analysis.  This approach focused our efforts on those 
issues that we believed had the greatest need for improvement.  As a result, our report 
highlights areas needing further study and improvement and does not address activities that 
may be functioning properly or even well above expected performance levels. 
 

SED staff contributed information to this report in relation to the comments and findings 
in the area of State Aid. 
 

We conducted our examination in accordance with Generally Accepted Government 
Auditing Standards.  Such standards require that we plan and perform our examination to 
adequately assess those areas included within our examination scope.  Further, these 
standards require that we assess the District’s internal controls when necessary to satisfy our 
audit objectives.  Our examination included such tests, which we considered necessary to 
satisfy our audit objective.  We believe that our examination provides a reasonable basis for 
our report.  It was not our objective to, and we do not, express an Audit Opinion on the 
financial statements of the District. 
 
 

· Corrective Action · 
 

The Board of Education has the responsibility to initiate corrective action. In accordance 
with Section 35 of the General Municipal Law, the Board of Education should review this 
report and prepare a plan of action that addresses our recommendations.  Any such plan 
should be available for public review in the District clerk’s office and should be forwarded to 
the State Comptroller’s Office within 90 days of the receipt of this report.  Our offices are 
available to assist you by providing guidance for preparing the plan. 
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· Results of Examination · 
 

Financial Condition 
 

The District’s Current Financial Condition 
 

The District began to experience fiscal stress during the 1999-2000 fiscal year. As of 
June 30, 2000, the District reported a general fund deficit of approximately $800,000 and 
there was no provision in the 2000-2001 budget to fund the deficit. Moreover, the District’s 
financial records had not been completed until November 2000, more than four months after 
the end of the District’s fiscal year, and there was nothing in the Board minutes to indicate 
that the Board was aware of the need to provide for the funding of the deficit fund balance in 
the District’s budget for the 2000-2001 fiscal year.  Based upon the information provided to 
us by the District’s business manager and the State Education Department’s State Aid Unit, it 
appears that after taking into account the $1 million grant - in - aid approved by the State 
Legislature the District will receive approximately $2.8 million less state aid than the amount 
that was estimated in the 2000-2001 contingency budget.  Although the District’s business 
manager informed us that he believed that the District’s 2000-2001 budget contained 
approximately $1.5 million to $1.7 million in favorable budgetary variances with respect to 
appropriations for instructional services, this will not be sufficient to offset the 
overestimation of state aid.  
 

The District experienced cash flow difficulties in December of 1999, and the Board of 
Education approved a resolution authorizing the District to borrow money for cash flow 
purposes.  In January of 2000 the District issued a $3 million revenue anticipation note to 
provide cash to temporarily finance operations.  When the note matured in June of 2000, the 
District was unable to retire it and renewed the note for another six months.  The District was 
again unable to retire the note when it matured in December of 2000.  As of the completion 
of our field work, on December 21, 2000, District officials were not certain as to when the 
District would be in a position to redeem the note.  If the District does not take action to 
improve its cash flow situation, its cash position may deteriorate further. 
 

The financial condition of the District is largely dependent upon the choices made by the 
District’s management, and since we do not know the choices that the District’s management 
intends to or will make, we cannot be certain of the financial outcome of the current fiscal 
year.  Based on the information made available to us and representations of District officials, 
we project the District will experience an operating deficit of approximately $1 million 
during the 2000-2001 fiscal year.  The effect of this operating deficit will be to increase the 
District’s accumulated fund balance deficit to approximately $1.8 million at June 30, 2001.  
If the current financial trend continues, the District could be faced with the need to 
significantly increase the real property tax levy and or curtail operations. 



 

 
Greater Amsterdam School District 

 

Page 15 

How The District Became Fiscally Stressed 
 

The District became fiscally stressed because it used all of its general fund surplus to 
reduce real property taxes without making any provision for alternative revenues to help 
finance operations when the surplus was exhausted. In addition, the District significantly 
overestimated state aid revenues when preparing the budgets during the past two years. The 
lack of sufficient Board of Education oversight over the budget process and the fiscal 
operations of the District, the lack of filing some state aid claims and the late submission of 
other state aid claims and the lack of timely, complete and accurate records and reports also 
contributed to fiscal stress. 
 

Use of General Fund Surplus 
 

At June 30, 1997, the general fund’s surplus of $3 million exceeded the statutorily 
established maximum of two percent ($600,000) of the (1997-98) current year’s budget ($32 
million), by $2.4 million.  In an apparent effort to address the statutory limitation, the District 
continued its practice of appropriating general fund balance to reduce real property tax levies 
as follows: 
 

$1.6 million toward the 1997-98 budget; 
 
$2 million toward the 1998-99 budget; 
 
$800 thousand toward the 1999-00 budget. 

 
Over this three-year period, the District used $4.4 million dollars of fund balance to 

reduce taxes and effectively gave $4.4 million dollars back to the taxpayers while its 
expenses continued to grow.  By June 30, 2000, the District had not only exhausted the funds 
available to reduce real property taxes, but had a fund balance deficit of $800,000 (See Chart 
1). 
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Chart 1 below, shows the surplus funds and total fund balances declining at the end of 

each of the last four fiscal years. The difference in fund balance and surplus represents the 
amount of fund balance the district has reserved or designated for various purposes. 

 
CHART 1 

Changes in Surpus Funds and Total Fund Balances
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Surplus $1,493,238 $3,198,264 $3,052,045 $347,401 $189,177 ($1,048,499)

Total Fund Balance $1,662,159 $4,866,415 $4,850,660 $2,606,038 $1,158,612 ($843,097)
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(Continued on Next Page.)
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Chart 2 below, depicts the percentage of change in the tax levy and budgeted expenses 
over the past six years, using the year ended June 30, 1995, as the base year: 

 
CHART 2 

Percentage Change of Budgeted Expenses and Tax Levy
Year Ended June 30
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Chart 3 below shows the declining amounts of the tax levy for the past years.  
 

CHART 3 

Change in Tax Levy - 1996 to 2001
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The proposed 2000-2001 budget presented to the voters contained a provision for $36.5 
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million of expenditures to be financed by a real property tax levy of $15.5 million, state aid 
of $19.7 million and the remaining  $1.3 million by other revenues.  The budget was rejected 
by the District’s voters.  Among the factors that may have influenced their decision was the 
prospect of a 38% increase in the tax levy.  The Board chose to adopt a contingency budget 
which contained authorization for $36.1 million of expenditures to be financed by a real 
property tax levy of $12.9 million, state aid of $21.9 million and the remaining $1.3 million 
to be financed by other revenues.  A portion of the increase in the state aid estimate is 
attributable to the $1 million grant-in-aid promised to the District after the budget was voted 
down.  District officials were not able to provide adequate supporting documentation as to 
how they arrived at the other $1.2 million increase in the estimated amount of state aid. 
 

 
Overestimation of State Aid 

 
The District’s budgets for the 1999-2000 and 2000-2001 fiscal years contained 

unrealistic estimates of state aid revenues.  In the 1999-2000 year the District received $2.6 
million less state aid than the $19.8 million estimated in the budget.  Based on estimates 
from the State Aid Unit of the New York State Education Department and representations 
made by the business manager, the District’s state aid revenues for the 2000-2001 year will 
be approximately $2.8 million less than the $21.9 million estimated in the contingency 
budget. 

 
The overestimation of state aid in the 1999-2000 year budget was the primary cause of a 

$2 million decline in the general fund balance during the year.  Similarly, the overestimation 
of state aid will be the primary cause of an operating deficit of approximately $1 million in 
the 2000-2001 year. 
 

Board’s Oversight 
 

The budget status reports furnished to the Board of Education for the first three months 
of the 1999-2000 and 2000-2001 fiscal years did not include a comparison of budgeted and 
actual revenues (8NYCRR 170.2). In addition, the Board did not receive monthly projections 
of revenues, expenditures and year-end fund balances for the 1999-2000 fiscal year. Good 
business practice dictates that such information be made available monthly to the Board. 
 

The lack of such budgetary information impaired the Board’s ability to monitor the 
budget and identify and address timely the overestimation of state aid revenues in the 1999-
2000 fiscal year. In part, because the Board did not take steps to address the overestimation 
of state aid and to modify the District’s budgets, the District incurred an operating deficit 
which caused a $2 million decline in the general fund balance during the 1999-2000 year and 
we project a deficit of approximately $1 million in the 2000-2001 fiscal year. 
 

As a condition for the acceptance of a $1 million grant-in-aid received by the District 
during the 2000-2001 year, the District is required to prepare quarterly financial reports to the 
Board of Education and submit them, after they are approved by the Board, to the 
Commissioner of Education.  We noted that the District prepared and submitted to the 
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Commissioner a report for the quarter ended September 30, 2000.  However, the District’s 
report did not fully comply with the grant-in-aid requirements for such reports in that it was 
not accompanied by a recommendation from the superintendent of schools or the chief fiscal 
officer setting forth any remedial action necessary to resolve unfavorable budget variances, 
including overestimation of revenue. 
 

As of the completion of our field work, on December 21, 2000, the Board of Education 
had not received projected budgetary information for the 2000-2001 year.  As a result, the 
Board had not taken steps to address the overestimation ($2.8 million) of state aid in the 
District’s budget for the 2000-2001 fiscal year.  If this unfavorable budgetary variance is not 
adequately addressed and in a timely manner, the District’s financial condition and cash 
position may further deteriorate and the District may be faced with the need to identify other 
financing sources and or curtail operations. 

 
State Aid Claims 

 
During the course of this examination, we identified opportunities for improvement of 

the District’s state aid claiming process.  We noted that some of the district’s claims were 
filed late while other claims were not filed at all.  As a result, the District has experienced 
delays in receiving some state aid while other state aid, for which claims were not filed, has 
been forfeited.  For example, the District did not file the necessary claims for Private Excess 
Cost Aid for students with disabilities who attended private schools during the 1996-97 and 
1997-98 years and, consequently, the District forfeited more than $200,000 of state aid.  
Delayed payments and forfeited aid will adversely affect the District’s state aid revenues and 
cash flow and will cause the District to increase its reliance on other revenues, such as real 
property taxes, as a source of financing the District’s operations.  

 
Financial Records and Reports 
 
The District’s financial records were not maintained in a timely manner.  Specifically, 

the general ledger for the 2000-2001 fiscal year did not have any entries until November 4, 
2000, four months after the fiscal year began, and the general ledger for the 1999-2000 fiscal 
year did not have any entries until November 29, 1999, nearly five months after the year 
began.  In addition, budget status reports furnished to the Board of Education for the first 
three months of the 1999-2000 and 2000-2001 fiscal years lacked budgetary information 
pertaining to revenues primarily because the District’s records were not maintained in a 
timely manner.  Complete budgetary information, made available to the Board in a timely 
manner, improves the Board’s ability to both monitor the District’s budgets and to take 
appropriate action to address unfavorable budgetary variances. 
 

The District did not file the audited financial statements and the annual financial reports 
on a timely basis primarily because the financial records upon which they were based were 
not maintained on a timely basis.  Section 170.2, of the Regulations of the Commissioner of 
Education, requires the District to file their audited financial statements by October 1st of the 
following fiscal year.  The District filed its audited financial statements 49 days late in 1999 
and 94 days late in 2000.  This resulted in the delay of more than $1 million of state aid 
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payments in the 2000-2001 fiscal year and the potential loss of interest income.  In addition, 
the District’s annual financial report (ST-3) is required to be filed with the Office of the State 
Comptroller by September 1st.  The annual report for the 1999-2000 fiscal year was filed two 
months late and contained significant errors when it was originally filed. 
 

Cash Flow 
 
The District has not prepared adequate cash flow projections for at least the past two 

years.  This may have contributed to inadequate planning for investments and expenditures.  
In addition, the District’s failure to file accurate and timely state aid claims has resulted in 
the delay of the receipt of substantial amounts of cash.  These two factors, along with 
unrealistic budgetary estimates were the primary reason that the District experienced a cash 
deficiency in January of 2000, and borrowed $3 million for more than a year at a cost in 
excess of $100,000. 

 
The lack of adequate and timely financial information has significantly impaired the 

ability of the Board of Education to maintain effective control over the District’s financial 
resources and is among the causes of the current unfavorable financial position of the 
District.   
 
What The District Can Do To Improve Its Financial Condition 

 
!TRAINING 

 
To avoid the reoccurrence of the difficulties experienced as a result of inadequate and 
untimely financial information and unrealistic budgetary estimates of state aid, the 
Board of Education and financial management staff of the District should receive 
training in budgeting and financial reporting.  The training should enable the Board 
and staff to better understand the information they should be receiving and preparing 
and how to use that information to better manage the District’s financial resources.   

 
!ESTABLISH FINANCIAL REPORTING GUIDELINES 

 
To ensure that the Board receives timely financial information and that required 
reports to external sources, such as the State Education Department and the Office of 
the State Comptroller, are filed timely, the Board of Education should review the 
District’s current financial reporting process, determine the necessary revisions and 
establish financial reporting guidelines and schedules and take action to ensure that 
they are adhered to. This will aid the Board and District officials in obtaining and 
preparing the financial information necessary to make financial management 
decisions in an efficient and effective manner and should enhance the District’s 
ability to receive the aid to which it is entitled in a timely manner. 

 



 

 
Greater Amsterdam School District 

 

Page 21 

 
!DEVELOP A PLAN TO ADDRESS THE DEFICIT 

 
The Board should develop a plan to deal with the District’s accumulated deficit fund 
balance in the general fund.  In developing this plan, the Board should review the 
current budgetary status and projected financial position of the general fund at June 
30, 2001.  The Board will need to consider all options such as increasing real 
property taxes, securing additional revenue sources, reducing expenditures, and 
deficit financing. 
 
 
!!!!LONG RANGE FINANCIAL PLAN 

 
The Board of Education should recognize that financial choices made in the current 
fiscal year may have a significant impact on the District’s future operational and 
capital needs and resources.  For example, the decision to use surplus to reduce the 
tax levy should be made only after its impact on District finances beyond the next 
year is carefully evaluated. As a general rule, decisions to delay maintenance or 
repairs may result in a lower expense in the current year, but could result in increased 
costs in the future or shortened life span for costly equipment and facilities.  To make 
the most effective and efficient use of the District’s resources, the Board of 
Education should undertake the preparation of a long range financial plan.  This 
should enable the District’s financial management to review and revise their financial 
projections so that the need for large changes in the property tax levy can be reduced 
or eliminated. 

 
 
!TRAINING IN THE PREPARATION AND FILING OF STATE AID CLAIMS 

 
Approximately 54% of the District’s general fund revenues in 1999-2000 was state 
aid, which is based in large part on the data that the District collected and reported to 
the State Education Department.  To ensure that the District receives all of the aid to 
which it is entitled and receives it in a timely manner, the Board of Education should 
ensure that the District’s financial management staff receives training in the proper 
preparation and filing of aid claims.  The Board should then ensure that a 
comprehensive review of the District’s aid claim preparation and filing process is 
undertaken and adopt a written set of policies and procedures to guide District staff in 
the proper preparation and filing of aid claims. 
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