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Dear Dr. Crankshaw:

Enclosed is the final audit report (ESF-0123-02) corresponding to our audit of the Greater
Johnstown School District. The objective of this audit was to determine if Education Stabilization
Funds (ESF) received under the Coronavirus Aid, Relief, and Economic Security Act (CARES
Act) were spent in accordance with award requirements and federal regulations. This audit was
conducted pursuant to Section 305 of the Education Law and the scope of the audit covered the
period March 13, 2020 through September 30, 2022.

Within 90 days of the issuance of this report, we request school officials provide a written
corrective action plan to the Office of Audit Services which details the specific steps that were
taken by the Greater Johnstown School District to implement the recommendations in the audit
report.

We appreciate the cooperation and courtesies extended to NYSED staff during the audit.
If you have any questions or require additional information, please contact Lauri Walker, Auditor-
in-Charge (Lauri.Walker@nysed.gov) or Karen Thornton, Audit Manager
(Karen.Thornton@nysd.gov).

Sincerely,

James Kampf
Director, Office of Audit Services

Attachments

cc: Betty A. Rosa, Commissioner
Sharon Cates-Williams, Executive Deputy Commissioner
Jason Harmon, Deputy Commissioner, P-12 Operational Support
Theresa Billington, Assistant Commissioner, Office of Accountability
Erica Meaker, Director, Office of ESSA-Funded Programs
Karen Thornton, Audit Manager
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Executive Summary

Objectives

To determine if the Greater Johnstown School District's (District) Education Stabilization
Fund (ESF) expenditures were reasonable, necessary, and allocable under the CARES
Act and to assess their compliance with all applicable federal, state, and local laws and
regulations. The audit covered the period from March 13, 2020 through September 30,
2022.

Background

On March 27, 2020, Congress passed, and the President signed into law, the Coronavirus
Aid, Relief, and Economic Security (CARES) Act. The CARES Act created an Education
Stabilization Fund (ESF) to prevent, prepare for and respond to the coronavirus. The
Greater Johnstown School District was awarded ESSER funds of $358,540 and GEER
funds of $60,766.

Key Findings

For the audit period March 13, 2020 through September 30, 2022, we found:

1. The District did not have written policies and procedures regarding the new hire
process, including documentation to be maintained in the employee’s personnel
file and the corresponding retention period based on federal and state regulations.

2. The District did not have Board-approved procedures that contained sufficient
detail to complete the business processes conducted by District personnel on a
daily or regular basis, including but not limited to, accounting, federal and state
grants management, human resources, payroll, and employee benefits.

3. The District does not have a system in place for certified staff (salaried employees)
to track when they are present at the school, a log of their beginning and ending
work times, total days worked in a pay period, or utilize an attestation that their full
hours were worked, other than charges to accruals. The District only monitors
absences for certified staff and does not require any supervisory approval of their
time record prior to processing each payroll.

4. The District did not provide sufficient documentation to determine if employee
benefits charged to the ESSER and GEER grants were accurate or paid. The
District did not provide documentation for workers’ compensation and
unemployment insurance of the benefit rates, allocation methodology for equitable
distribution of costs, payment documentation, and did not reconcile total benefit
costs with the general ledger for the fiscal year.



Key Recommendations

We recommend the District:

1.

Develop comprehensive, detailed procedures that enable and guide District
personnel to complete the business processes conducted on a daily or regular
basis, including but not limited to, hiring, accounting, federal and state grants
management, human resources, payroll, and employee benefits.

. Ensure the District maintains all required documentation in accordance with their

records retention policies that is in compliance with state and federal laws and
regulations.

Require certified staff to complete a self-attestation each pay period certifying that
their full hours were worked, except for time charged to accruals, which is signed
by the employee and approved by their supervisor before the payroll is processed.

. Ensure District officials or supervisors are knowledgeable of all functions under

their direction, including employee benefit rate calculations and costs allocation
methodologies.

Contact the Department's Office of ESSA-Funded Programs for instructions,
referencing this report, and submit a revised Final Expenditure Report through the
NYSED Application Business Portal reflecting a reduction of $12,048 ESSER and
$2,555 GEER for the unallowable/questioned costs reflected in this report.

District officials generally agreed with our findings. Appendix C includes our comments
on issues raised with the District’s response.
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Introduction

Background

The Greater Johnstown School District is a public school district accredited by the New
York State Education Department. The District is located in Fulton County and serves
residents in the cities of Johnstown and Gloversville and the Towns of Ephratah,
Johnstown, and Palantine.

The District is governed by the Board of Education (Board), which was composed of nine
elected members during the 2021-22 school year. The Board is responsible for the
general management and control of the District’s financial and educational matters. The
Superintendent is responsible, along with other administrative staff, for the day-to-day
management of the District under the direction of the Board.

The District had approximately 1,415 students during the 2021-22 school year." They
operate two elementary schools, one middle school, and two high schools, of which one
is a Pathways in Technology Early College High School (PTECH). The District adopted a
budget of $39.92 million for the 2021-22 school year and was funded primarily with state
aid, federal sources, and real property taxes.

CARES Act

On March 27, 2020, Congress passed, and the President signed into law, the Coronavirus
Aid, Relief, and Economic Security (CARES) Act. The CARES Act created an Education
Stabilization Fund (ESF) to prevent, prepare for and respond to the coronavirus, under
which New York State has received:

o $1.037 billion in Elementary and Secondary School Emergency Relief (ESSER)
funds to support the ability of local educational agencies (LEAs), including charter
schools that are LEAs, with emergency relief funds to address the impact that
Novel Coronavirus Disease 2019 (COVID-19) has had, and continues to have, on
elementary and secondary schools across the nation; and

e $164.2 million in Governor's Emergency Education Relief (GEER) funds for the
purpose of providing educational agencies with emergency assistance to address
the impact of COVID-19.

The Greater Johnstown School District was awarded $358,540 in ESSER funds and
$60,766 in GEER funds, respectively. The District used these funds for staff resources to
maintain continuity of learning for students and address the social and emotional impact
of COVID-19 on health and safety of students and staff.

! Johnstown City SD Financial Transparency Report 2021-22 School Year
2 https://www.johnstownschools.org/budget-finance/current-budget-budget-history/
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Objectives, Scope, and Methodology

The Office of Audit Services conducted an audit to determine if the Greater Johnstown
School District's Education Stabilization Fund (ESF) expenditures were reasonable,
necessary, and allocable under the CARES Act and to assess their compliance with all
applicable federal, state, and local laws and regulations. The audit covered the period
from March 13, 2020 through September 30, 2022.

To accomplish our objectives, we interviewed school officials, assessed financial controls,
reviewed policies and procedures for processing revenues, payroll, and examined
documentation provided by District officials to support the financial transactions, reviewed
relevant laws, and interviewed staff.

We conducted this audit in accordance with Generally Accepted Government Auditing
Standards (GAGAS), with the sole exception of an external peer review. Those
procedures 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. In addition, GAGAS requires a review performed by a team of external
peers, independent of the audit organization, at least once every three years. Due to
recent changes in personnel and budget constraints, an external peer review was not
conducted. We anticipate that an external peer review will be performed in the near future
and believe that the lack of an external audit peer review has had no material effect on
the assurances provided.



Audit Findings and Recommendations

1. Record Retention - Employee Personnel File

When teachers are hired, both the District and the new employee are required to complete
a considerable amount of paperwork (e.g., tax withholding forms, health insurance and
retirement enrollment forms, direct deposit forms, clearance for employment forms, and
various optional benefit enrollment forms), which is then retained in the new employee’s
personnel file for a defined period of time. Districts should have established procedures
for the new hire process, including the specific documentation that is to be maintained in
the employee’s personnel file and a corresponding retention schedule.

The Retention and Disposition Schedule for New York Local Government Records (LGS-
1) indicates the minimum length of time that local government officials must retain their
records before they may be disposed of legally. In accordance with Personnel Records
of Local Government Employees (Schedule item 6363), “Personnel case file materials for
teachers, except summary information record, and including but not limited to application
for employment, resume, results of criminal background check, report of personnel
change, evaluation, civil service examination results, notice of resignation or termination,
observation and site visit records (as part of the annual professional performance review
(APPR)), and correspondence" are required to be maintained until seven years after the
termination of employment.

To determine if the District followed the applicable record retention schedules for its
employee files, we reviewed the personnel files for four of five employees who were
reported on the FS-10-F, Final Expenditure Report for a Federal or State Project, which
was submitted to the Department as a final accounting of the District's ESSER and GEER
expenditures. We found the following missing from the files:

e All four employees were missing the VOTE-COPE deduction form.

e One employee was missing a direct deposit form.

¢ One employee was missing the Regional Food Bank salary reduction authorization
form.

e One employee was missing a Health Insurance Opt-out/Buyout form or
documentation that the District advised the employee of their eligibility for the
benefit.

District officials stated that: (1) due to a recent move from one District building to another,
there were still unpacked boxes of personnel files in the basement which they believed
may contain some of the missing documents, (2) the District did not retain documentation
for the salary reduction of the Regional Food Bank or VOTE-COPE, and (3) employees
eligible for health insurance buyout have a deadline to provide the district with
documentation of other insurance in accordance the JTA collective bargaining
agreement, and if not provided by the deadline, no additional follow-up is conducted by
the District.

3 https://www.archives.nysed.gov/records/local-government-record-schedule/personnelcivil-service
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The District’s lack of written policies and procedures for the new hire process contributed
to the missing documents. The staff responsible for onboarding personnel may not be
aware of all documents to be maintained in the employee’s personnel file or the
corresponding retention period based on federal and state regulations, which can lead to
errors or irregularities.

Without written policies and procedures regarding the new hire process and a listing of
the required documentation to be maintained for each employee, the District cannot
ensure they maintain all required documentation on file. Furthermore, without having
formal signed employee authorizations on file, there is no indication the employee
authorized a change, which could result in over or under reporting of benefits and
deductions.

Recommendation:

We recommend District officials:
1. Develop written policies and procedures for the new hire process, including a list
of all required documentation to be maintained and a corresponding retention
schedule based on federal and state laws and regulations.

On February 21, 2024, the District provided a copy of the Board approved
Administrative Office Procedural Manual, which included detailed procedures for
the new employee onboarding process regarding the required documents to be
included in the personnel file and procedures for records to be maintained in
accordance with provisions of the Retention and Disposition Schedule for New
York Government Records.

2. Create a checklist that details the specific documents that are required to be
maintained in each employee personnel file and have a supervisor review the file
and sign-off on the checklist when complete.

In response to the draft audit report, District officials stated that effective January
1, 2024, they would implement the use of a checklist when staff are hired to ensure
that required documents are complete and filed in the personnel file. The checklist
will be reviewed by the Assistant Superintendent and placed in the employee’s
personnel file.

3. Conduct periodic audits of the employees’ personnel files to ensure all required
documentation is on file.

In response to the draft audit report, District officials stated that effective
September 1, 2023, they implemented procedures for Human Resources staff to
periodically review personnel files for completeness throughout the school year.

2. Policies and Procedures




The Board is responsible for designing internal controls that help safeguard the District’s
resources and ensure they are used economically and efficiently. An adequate system of
internal controls includes clear policies and procedures that promote effective operations,
the prudent use of resources, and the adherence to applicable laws and regulations.

Additionally, Uniform Guidance, 2 CFR §200.303, requires non-federal entities receiving
federal awards to establish and maintain effective internal control over the federal award
that provides reasonable assurance that the non-federal entity is managing the federal
award in compliance with federal statutes, regulations, and the terms and conditions of
the federal award.

District officials could not provide Board-approved procedures that contained sufficient
detail to complete the business processes conducted by District personnel on a daily or
regular basis, including but not limited to, accounting, grants management, human
resources, payroll, and fringe benefits. We requested a detailed financial policies and
procedures manual and detailed procedures for the accounting, grants management,
human resources, payroll, and fringe benefit functions. Although District officials provided
various approved Board policies, they did not contain sufficient detail for staff to carry out
the day-to-day operations of each function. Specifically, District officials provided a draft
version of the GJSD Procedure Manual that included basic instructions, employee notes,
and other informal instructions for some payroll functions. However, we found the
procedures were not comprehensive of the entire processes for hiring, onboarding,
payroll, and accounting, nor did they include the requirements for federal grants or Board
approval. Additionally, we found that some of the informal notes District officials provided
related to the human resources and payroll processes did not reflect current procedures.

The District’s ability to update its procedures in a timely manner was impacted by the
COVID-19 pandemic and further exacerbated by turnover of Business Office staff during
the last few years.

Lack of comprehensive policies and procedures: (1) weakens the District’s internal control
structure, (2) places an unnecessary burden on employees who lack familiarity with
specific functions, (3) increases the chances of errors and irregularities going undetected,
and (4) increases the risk of noncompliance with federal and state laws and regulations,
which could impact future funding.

Recommendation:

We recommend District officials:

1. Develop comprehensive, detailed procedures to complete the business processes
conducted by District personnel on a daily or regular basis, including but not limited
to, accounting, grants management, human resources, payroll, and fringe benefits.
These procedures should be reviewed, updated on a regular basis (i.e., at least
annually), and approved by the Board.

On February 21, 2024, District officials provided a copy of the Board approved
Administrative Office Procedural Manual, which was aligned with Board approved
policies and included detailed procedures sufficient for District personnel to
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complete the day-to-day functions of District operations. The manual included
comprehensive procedures for accounting, grants management, human
resources, payroll, and fringe benefits, as well as other relevant business functions
conducted by District staff. The District recognizes the value of a comprehensive
procedural manual and the need for consistency in process, review, and
compliance, as well as the safeguarding of District assets.

3. Time and Attendance

The District is responsible for ensuring there are adequate procedures in place to
accurately compensate employees for work performed. An effective payroll system can
provide assurance that employees are paid in accordance with collective bargaining
agreements, and the payroll records are accurately recorded and authorized by
management.

In accordance with Uniform Guidance, 2 CFR §200.430(i) - Standards for Documentation
of Personnel Expenses, “Charges to Federal awards for salaries and wages must be
based on records that accurately reflect the work performed. These records must:
« Be supported by a system of internal control which provides reasonable assurance
that the charges are accurate, allowable, and properly allocated.
e Be incorporated into the official records of the non-Federal entity.
« Reasonably reflect the total activity for which the employee is compensated by the
non-Federal entity, not exceeding 100% of compensated activities...”

We selected four of five teachers who were reported on the Final Expenditure Report (FS-
10-F) to determine if their time and attendance records were properly completed,
reviewed, approved, processed in a timely manner, and verified the compensation had
been calculated correctly. We requested policies and procedures, payroll registers,
timecards, certifications or staff activity reports, and other relevant time and attendance
records. We traced payroll report information to source documents, including pay rate
approvals, withholdings, and benefits.

Although we found that staff salaries for all certified staff were properly calculated and
paid in accordance with the salary schedule in the collective bargaining agreement, we
noted the District does not have a system in place to track when certified staff (i.e.,
teachers, teacher assistants, tutors) are present at the schools, track their beginning and
ending work hours and total days worked. Furthermore, the District does not require an
attestation from supervisors to confirm that their staffs’ full hours were worked or that their
attendance record for the period was accurate and complete prior to the processing of
each payroll, other than the employee’s charges to accruals. District officials stated that
certified staff are not required to complete timecards in the time clock system. Only
classified, hourly staff, such as custodial, clerical, food service, transportation, nurses,
monitors, aides, and maintenance staff use the time clock system to record beginning
and ending of daily work times, which is used to calculate their payroll.

The Board and District officials did not establish adequate internal controls over certified
employee time and attendance to ensure employees’ time was accurate and properly
reported and failed to require the review and approval of the employee’s supervisor, or
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someone with knowledge of the employee’s actual daily attendance, prior to each payroll
being processed.

When time and attendance records are not properly completed and approved in a timely
manner or are not adequately reviewed and authorized by department supervisors, errors
can occur and payments can be made without prior authorization. Additionally, charges
to federal grants that lack, or have incomplete documentation, can result in lost funding.
If controls are not improved, there is an increased likelihood that errors and irregularities
of a more significant nature could occur and go undetected.

Recommendation:

We recommend District officials:

1. Require certified staff to complete a self-attestation each pay period certifying that
their full hours were worked, except for time charged to accruals, and their
supervisor should perform timely reviews of time and attendance for completeness
and errors and provide approval before payroll is processed.

2. Include in the District’s written procedures the requirements for salary and wage
expenditures charged to federal grants to ensure all required documentation is
accurate, complete, and on file.

On February 21, 2024, District officials provided a copy of the District’'s Board
approved Administrative Office Procedural Manual, which was aligned with Board
approved policies and included detailed procedures for the payroll functions and
procedures for grant employee attendance. Specifically, effective January 1, 2024,
staff charged to federal grants will complete a monthly attestation form, “Certificate
of Compensation”, that will record the employee’s attendance.

4. Fringe Benefits

District officials are responsible for ensuring costs charged to federal awards are
allowable, accurate, supported with sufficient source documentation and properly
allocated. Furthermore, Uniform Guidance, 2 CFR §200.431(c) states “The costs of fringe
benefits in the form of employer contributions or expenses for social security; employee
life, health, unemployment, and workers’ compensation insurance (except as indicated in
§200.447); pension plan costs (see paragraph (i) of this section); and other similar
benefits are allowable, provided such benefits are granted under established written
policies. Such benefits must be allocated to federal awards and all other activities in a
manner consistent with the pattern of benefits attributable to the individuals or group(s)
of employees whose salaries and wages are chargeable to such federal awards and other
activities and charged as direct or indirect costs in accordance with the non-federal
entity's accounting practices.”

The District charged employee benefits to both the ESSER and GEER grants, which
included social security, workers’ compensation, unemployment insurance, health
insurance, and teacher's retirement totaling $128,630 and $12,005. We requested payroll
registers, quarterly payroll tax reports (i.e., Form 941, NYS-45 reports), payroll
reconciliation reports, invoices, the methodology used to determine the individual benefit
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rates, the supporting documentation of the benefit rates, payment documentation, such
as canceled checks or electronic funds transfers, and bank statements. The District did
not provide sufficient documentation to determine if benefits charged to the grants were
accurate or paid. The District did not provide documentation for individual benefit rates
and payments for workers’ compensation and unemployment insurance, an allocation
methodology for equitable distribution of costs, and did not reconcile total benefit costs
with the general ledger for the fiscal year. We have detailed each benefit below, as
follows:

The social security charged to the ESSER and GEER grants totaled $17,588 and
$3,730. Social security included Social Security and Medicare taxes at the federal
mandated rates of 6.2 and 1.45 percent, which we recalculated using a combined
rate of 7.65 percent of the employee’s gross total salaries. The recalculated
amounts agreed with the social security amount charged to the grant. However, in
our review of the District’'s payroll reconciliation for the fiscal year 2021, we found
discrepancies between the general ledger salary accounts total and the Form 941
for the period from July 1, 2020 to June 30, 2021. Specifically, the total salaries,
and payroll taxes for two of the four quarters had unreconciled differences totaling
$809.11, for which District officials had no explanation.

The workers’ compensation insurance charged to the ESSER and GEER
grants, which was calculated at a rate of 3.74 percent of total gross salaries, totaled
$8,599 and $1,824. The District is self-insured for workers’ compensation
insurance through a consortium of twelve schools and provided a copy of the
Workers’ Compensation plan liability report on June 30, 2019 with 2020 funding
level projections. However, the District did not provide supporting documentation
of the 3.74 percent rate, total workers’ compensation costs for FY 2021, invoices,
or an allocation methodology of total costs. The Business Manager/District
Treasurer stated the rate calculations for both workers’ compensation and
unemployment insurance were performed by a former employee and they
continued to use the same rates previously calculated. District officials did not
know when the rates were last calculated or have any other documentation. The
workers’ compensation insurance charged the ESSER and GEER grants totaling
$8,599 and $1,824 were not supported.

The unemployment insurance charged to the ESSER and GEER grants which
were calculated at a rate of 1.5 percent of total gross salaries, totaled $3,449 and
$731. The District is registered as a reimbursable employer that pays dollar for
dollar on unemployment charges and is billed quarterly by the state. The District
provided copies of the FY 2021 Benefit Charged Detail Reports for each quarter,
which totaled $81,988. District officials did not provide documentation or an
explanation how the rate was determined, unemployment insurance expense
account general ledger detail, allocation methodology for total unemployment
insurance costs, or all payment documentation for the quarterly claims. The
unemployment insurance charged for ESSER and GEER grants totaling $3,449
and $731 were not supported.

The teachers’ retirement system (TRS) charged to ESSER and GEER grants
which were calculated at a rate of 9.53 percent of the total gross salaries, totaled
$21,910 and $4,647. The District provided the final bill documentation from the
TRS website to confirm the FY 2020-21 contribution rate was 9.53% and we found
the charges were reasonable. However, the District did not reconcile the fiscal year
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2021 total teacher retirement contributions (i.e., employer and employee) paid
through a reduction of the District’'s State Aid payment with the payroll system
annual teacher retirement reports, and the general ledger expenditure detalil
account. When we recalculated the total contributions, we found there was an
unexplained variance. Specifically, the amount paid through a reduction in the
District State Aid was $40,612 more than our recalculated total District
contributions for all employees. As the scope of our audit and testing was limited
to the employees charged to the ESSER and GEER awards, we did not receive
sufficient information to determine if the unexplained variance is a cause for
concern. However, the District should be reconciling these amounts to ensure that
the total employee retirement system contributions and the total payments that are
paid through a reduction in District’'s State Aid payments are in agreement.

e The health insurance charged to ESSER and GEER grants totaled $77,084 and
$1,070. We recalculated the amounts charged to the grant for health insurance
utilizing the GJSD rates notification provided to the employees for FY 2021, the
JTA bargaining agreement employer contribution percentages, and the CDPHP
invoice for June 2021. The total health insurance costs for employees charged to
the ESSER and GEER grants for FY 2021 were $81,403 and $16,705, which
exceeded the amount charged to the grants, and District officials stated the costs
that were charged to the grants were limited to the budget amounts. However,
instead of allocating these costs monthly, the District waited until the end of the
grant performance period and made a journal entry for the budgeted amount. The
District was advised that costs should be allocated when they are incurred and not
to wait till the end of the grant performance period.

The lack of documentation for employee benefits and discrepancies noted above are the
result of the District not having detailed written policies and procedures for employee
benefits management. Additionally, staff were not trained in all aspects of benefit
calculations and did not have knowledge of the rate calculation methodologies.

Lack of internal controls over fringe benefit management and processing increases the
likelihood that errors and irregularities will occur and go undetected. Without sufficient
documentation, the District cannot ensure employee benefit costs charged to the federal
grants are reasonable and accurate, which could result in the loss of funding. The District
could not provide sufficient documentation for workers’ compensation costs for ESSER
and GEER of $8,599 and $1,824 and unemployment insurance of $3,449 and $731. As
a result, these costs are considered unallowable/questioned.

Recommendation:

We recommend the Board and District officials:

1. Establish written procedures for all employee benefits that include detailed steps
on how each is managed including enrollment, documentation requirements
including rate calculations, allocation methodologies, accounts charged, frequency
and reconciliation with the accounting system, employee and employer sharing,
and payment processing for both the employer and employee.



On February 21, 2024, District officials provided a copy of the District’'s Board
approved Administrative Office Procedural Manual, which was aligned with Board
approved policies and included procedures for employee fringe benefits. However,
more detailed procedures are still needed for workers’ compensation and
unemployment insurance, which we described in Appendix C.

. Ensure adequate documentation is maintained to support employee benefit rates
and charges to federal grants.

. Ensure that when there is a staff vacancy, all of the duties of the position are
reassigned to staff that have been previously cross-trained and District officials or
supervisors are knowledgeable of all functions under their direction, including
benefit rate calculations and cost allocation methodologies.

In response to the draft audit report, District officials stated that effective December
1, 2023, the structure of the Business and Human Resources functions and job
responsibilities have been updated to allow for cross-training of key functional
areas to provide for continuity of operations moving forward. Additionally, a copy
of updated job responsibilities was provided on February 21, 2024.

. Perform quarterly payroll reconciliations between general ledger accounts and
Form 941, NYS-45, and TRS employee contributions to ensure expenditures are
accurate and in agreement. If adjustments or discrepancies are identified,
explanations should be documented.

In response to the draft audit report, District officials stated that effective January
1, 2024, the District would formalize the reconciliation process between general
accounts and the respective Form 941 and NYS-45 to ensure expenditures are
accurate and in agreement and would document explanations for any adjustments
or discrepancies.

. Contact the Department's Office of ESSA-Funded Programs for instructions,
referencing this report, and submit a revised Final Expenditure Report through the
NYSED Application Business Portal reflecting a reduction of $12,048 (ESSER) and
$2,555 (GEER) for the unallowable/questioned costs reflected in this report. The
Grants Finance Office will send Form FS-80, Notice of Overpayment, to your
District confirming the amount overpaid, and provide remittance instructions.
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Appendix A

Contributors to the Report

James Kampf, Audit Director
Karen Thornton, Audit Manager
Lauri Walker, Auditor-in-Charge
Althea Medford, Staff Auditor
Thomas Burns, Staff Auditor



Appendix B

Audit Response from Greater Johnstown School District Officials
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Bleaurne A!MHM!&JJ » Warren Street F.I'm.‘.ar_-,f & Komaw Middle School l_,fd.c';r.r!nam Hrg\l! Schoal

William T. Crankshaw, Ed.D. Administration Center
Superintendent of Schools 1 Sir Bills Circle, Suite 101
Alicia D. Koster ]-:Jhn.il:l:fwl’.\, Mew York 12005
Assistant Superintendent Telephone: 5157624611
Micole Panton Fax: 518-762-637% 518-T62-5654
Dhirector of Curriculum 8 Instruction hizpsy/ fwwewjohnaownschools.org
M= Karen Thoton

Andit Manager

MNew York State Education Department, Room 471 EBA
Office of Andit Services

89 Washington Avenue

Albany, New Yok 12234

Janmary 4, 2024
Dear M= Thoraton,

Duging the concse of the andit process, we appreciated the opportumity to review and respond to
quastions raised, provide addibional supporting doemmentation and clacsfications assocated with the
andit on onr Ednecation Stabiization Pands, recemved nnder the Coronavirms Asd, Relief and
Economic Seenrity Act (CARES Act). The andit period covered March 13, 2020 through September
30, 2022, and in aceordance with Section 305 of the Edneation Law It mnst be noted that onr funds
were fully expended in the 2020-2021 fiscal vear, ending June 30, 2021, for salares and benefits
associated with five teaching positions. Since that time operational changes in business, finance, and
bhnman resonrces have ocoucred which may address the findings, recommendations, and conclnsions
drawn, in whole or part, associated with the Andit Report.

Please find our responses to the findings below with correctire actions that have or will be taken
with completion dates for implementation.

Audit finding 1- Record Retention: Emplovee Personnel Files

Finding:

When teachers are hired, both the Dustrict and the new emplovee are required to complete a
considerable amount of paperwodk (eg., tax withholding forms, health insumnce and retwement
enrollment forms, direct deposit forms, clearance for employment forms, and vamons optional
benefit enrollment forms), which is then retained in the new emplovee’s personnel file for a defined
period of time. Districts should have established procednres for the new hire process, including the
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specific docnmentation that is to be maintained in the employee’s personnel file and a corresponding
retention schednle.

To determine if the Dhstrict followed the applicable record retention schedules for its employee files,
we reviewed the personnel files for fonr of five emplovees who were reported on the F5-10-F, Final
Ezpenditure Report for a Federal or State Project, which was submitted to the Department as a final
acconnting of the Distriet’s ESSER and GEER expenditures. We found the following missing from
the files:

All forr employees were missing the VOTE-COPE deduction form.

® Cne employee was missing a direct deposst form.
® Cne employee was missing the Regional Food Bank salary reduction anthorization form.
® Cne employee was missing a Health Insnrance Opt-out/Buyont form or documentation that
the Distrct advised the emploves of their eligibility for the benefst
Recommendation:

We recommend District officzals:

1. Develop wrtten policies and proceduses for the new hire process, inchading a list of all
required docomentation to be maintained and a corresponding retention schedule based on
federal and state laws and regulations.

Create a checklist that detals the specific documents that are required to be maintained in
each employee personnel file and have a supervisor review the file and sign-off on the
checklist when complete.

3. Conduct periodic andits of the employees’ personnel files to ensure all required
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documentation 15 on file.

Distict R .
The Dustrict has deploved a checklist that is used when staff are hired to ensure that required
documentation is complete and filed in the personnel file. Human Resources 15 now placing this
existing checklist in new hire personnel files. This checklist was provided during the andit process.
As of Janmary 1, 2024, the checklist is being signed by the Assistant Supenntendent prior to being
placed in personnel filles Additionally, new hire forms were reviewed and wpdated ducing the
2021-2022 school year along with the process of coordinating paperwork and access to Dustrict
applications.

Further, as part of our internal andit requirements, hnman resources and payroll functions were the
focns of andit during the 2022-2023 school year. Personnel files along with required dommentation
were a part of thus andit process. Hnman Resonrces staff are now regnlarly remewing personnel files
for completeness, effective September 1, 2023,

The District coordinates with one Johnstown Teachers Association which represents cectified staff,
on anmmal changes to union dues, VOTE-COPE, Regional Food Bank ete in order to update
deduections in ounr financial management system, Nvision. The Business Office and Human
Resonrces staff then review all deductions and changes to payroll by the second pay in September of
each year for completeness and acenracy. The use of spreadsheets along with originally senrced
MNwision reports are ntilized in this review This process has been in place with fidelity since July 1,
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2022, The checklist and associated pediodic reviews of personnel files will ensure that we are not
missing any pertinent forms from the personnel files in the fintnge.

Lastly, the District will submit as part of a procedural mannal, the new hire process and forms as

mentioned in the above recommendations by Febroary 28, 2024

SED Comment #1

Finding:

The Board is responsible for designing internal controls that help safegnard the District’s resoncces
and ensure they are nsed economically and efficiently An adequate system of internal controls
mcludes clear policies and procednres that promote effective operations, the prmdent nse of
resongces, and the adherence to applicable laws and regnlations.

Additionally, Uniform Gudance, 2 CFR [200.303, requires non-federal entities recermng federal
awards to establish and mantan effective internal control over the federal award that provides
reasonable assurance that the non-federal entity is managing the federal award in compliance with
federal statntes, regulations, and the terms and conditions of the federal award.

District officials conld not provide Board-approved procednres that contaned sufficient detad to
complete the business processes conducted by Dustoet personnel on a daly or regular basis,
including but not imited to, accounting, grants management, human resoncces, paveoll, and frings
benefits. We requested a detailed financial policies and procednres mannal and detaded procednres
for the accounnting, grants management human resources, paveoll, and fringe benefit functions.
Althongh District officials provided vadons approved Board policies, they did not contain sufficient
detail for staff to carry out the day-to-day operations of each function. Specifically, District officials
provided a deaft version of the GJ5D Procedure Manmal that inclnded basie instemetions, emplovee
notes, and other informal instmetions for some payroll fonctions. However, we found the
procednres were not comprehensive of the entire processzes for hinng, onboarding, payroll, and
accounting, nor did they include the requirements for federal grants or Board approval. Additionally,
we fonnd that some of the informal notes District officials provmided related to the hnman resoursces

and payroll processes did not reflect cncrent procedures.

The Distriet’s abdity to npdate its procedures i a timely manner was impacted by the COVID-19
pandemic and further exacerbated by tucnover of Business Office staff duning the last few years.
Lack of comprehensive policies and procedures: (1) weakens the Diistrict’s internal control structure,
(2) places an nanecessary burden on employees who lack famibianty with specific functions, (3)
mnecreases the chances of errors and iregularties going nndetected, and (4) increases the nisk of
noncompliance with federal and state laws and regulations, which conld impact future fonding.

Recommendation:
We recommend District officials:
1. Develop comprehensive, detaled procednres to complete the business processes conducted
by District personnel on a daly or regnlar basis, inclnding but not limited to, acconnting,



grants management, hnman resoncces, payroll, and fringe benefits. These procednres shonld
be remewed, npdated on a regnlar basis (Le., at least annmally), and approved by the Board.
Provide the Office of Andit Services with a copy of the Board approved procednres, along
with the Board resolution within 30 days of said approval and adoption
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District Response:

The Dustrict uses Nyvision as its financial management system. This system does contain a mannal or
how-to gudes for every process condncted in Nwision wlhich all anthorized staff have access to.
Although we have started a Procedural Manmal for financial and hnman resonrees fonections, it is not

eungrently detailed as per the above recommendation.

The Dustrict is working to formalize a comprehensire procedures mannal aligned to approved Board
polictes, and have these procednres Board approved. This mannal will be nseful and relevant to onc
District specific processes. We recogmize the valne a comprehensive procednres mannal provides to
key functions of Distoect operations, and the consistency in process, review and compliance, a
mannal lends to safegnarding district assets.

The District will subm:t a3 Board approved. comprehensive procedures marmal to the Office of

Andit Services per the recommendation above, by Febenary 29, 2024,

SED Comment #2

Audit Finding 3 — Time and Anendance

Finding:

We selected four of five teachers who were reported on the Final Expenditure Eeport (F310-F) to
determine if their ttme and attendance records were propedy completed, reviewed, approved,
processed in a timely manner, and verified the compensation had been calenlated correctly,. We
requested policies and procedures, paveoll registers, timecards, certifications or staff actmity reports,
and other relevant time and attendance records. We traced payroll report information to source
docnments, including pay rate approwvals, withholdings, and benefits.

Althongh we found that staff salaries for all certified staff were properly calenlated and paid in
accordance with the salary schednle in the collective basgaining agreement, we noted the Distoet
does not have a system in place to track when certified staff (i.e, teachers, teacher assistants, tutors)
are present at the schools, track thewr beginming and ending work hours and total days wocdked.
Fusthermore, the District does not require an attestation from supervisors to confirm that their
staffs” full honrs were worked or that their attendance record for the period is aconeate and complete
prior to processing each payroll other than charges to acermals.

District officials stated that certified staff are not required to complete timecards in the time clock
svstem. Craly classified, houdy staff, such as enstodial, clerical, food serwice, transportation, nurses,
monitors, aides, and maintenance staff nse the time clock system to record beginning and ending of
daily work times, which is used to calenlate their payroll.

The Board and Dhstrict officials did not establish adeqnate internal controls over certified emploves
ttme and attendance to eansnre employees’ time was acenrate and propery reported and failed to
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Audit Finding 4 — Fri Benefits

Finding:

Dristrict officials are responsible for ensunng costs charged to federal awards are allowable, accurate,
supported with sufficient sonsce doommentation and propecy allocated. Fusthermore, Uiform
Guidance, 2 CFR §200431(c) states “The costs of funge benefits in the form of employer
contrbntions or expenses for social seenaty; emplovee life, health, nnemployment, and workers’
compensation insurance (except as indicated in §200.447); pension plan costs (see paragraph (1) of
this section); and other similar benefits are allowable, provided such benefits are granted nnder
established wrtten policies. Such benefits nmst he allocated to federal awards and all other activities
in a manner consistent with the pattern of benefits attrsbutable to the indmidnals or gronp(s) of
emplovees whose salaries and wages are chargeable to such federal awards and other activities and
charged as direct or indisect costs in accordance with the non-federal entity's acconnting practices”™

The Dustoct charged employee benefits to both the ESSER and GEEER. grants, which inclnded social
security, workers' compensation, nnemployment insurance, health insurance, and teacher's retirement
totaling $125.630 and 512,005, We requested payroll registers, quarterly pavroll tax reports (1.e, Form
941, WNY5-45 reports), payroll reconciliation reports, invoices, the methodology nsed to detecmune
the individual henefit rates, the supporting doctumentation of the benefit rates, payment
docnmentation, such as, canceled checks or electronic funds transfers, and bank statements. The
Dristriet did not provide sufficient documentation to determine if benefits charged to the grants were
accneate or paid. The District did aot provide documentation for individnal benefit cates and
pavments for workers’ compensation and unemployment insnrance, an allocation methodology for
equitable distribution of costs, and did not reconcile total benefit costs with the general ledger for
the fiscal year We have detailed each benefit below;, as follows:
#® The social secucity chacged to the ESSER and GEER grants totaled 517,588 and $3,730.
Social seennty inclnded Social Seeurity and Medicare taxes at the federal mandated rates of
6.2 and 145 percent, which we recalenlated nsing a comhbined rate of 7.65 percent of the
employee’s gross total salaries. The recalenlated amonnts agreed with the socal secumty
amonnt charged to the grant However, in onr review of the Distriets payroll reconciliation
for the fiscal year 2021, we found discrepancies between the general ledger salary acconats
total and the Form %41 for the pemod from July 1, 2020 to June 30, 2021, the total salares,
and payroll tames for two of the fownr guarters had unreconciled differences totaling
($809.11), for which District officials had no explanation.
® The workers’ compensation insucance charged to the ESSER and GEER grants totaled
£8,599 and 51,824, which was calenlated at a rate of 3.74 percent of total gross salaries. The
Dustrict is self-insnred for workers” compensation insnrance throngh a consortmm of twelve
schools and promided a copy of the Workers” Compensation plan lability report on June 30,
2019 wath 2020 Mmading level projections. However, the District did not provide supporting
docnmentation of the 3.74 percent rate, total workers’ compensation costs for FY 2021,
invoices, allocation methodology of total costs, or payment docnmentation. The Business
Manager, District Treasnrer stated the rate calenlations for both wockers” compensation and
nnemplovment insnrance were performed by a former employee and they continned to nse
the same rates previonsly calenlated. District officials did not know when the rates were last



calenlated cc have any other docnmentation. The workers” compensation insurance charged
the ESSER and GEER grants totaling 35,599 and $1.824 were not supported.

The unemployment insurance charged to the ESSER and GEER grants totaled $3,449 and
£731, which wese calenlated at a rate of 1.5 percent of total gross salaries. The District is
registered as a reimbursable emplover that pays dollar for dollar on nnemployment charges
and is billed guartedy by the state. The Distoct provided copies of the FY 2021 Benefit
Charged Detaill Reports for each gquarter, which totaled $81,985. District officials did not
provide documentation or an explanation how the rate was determined, naemployment
insugance expense acconnt general ledger detail, allocation methodology for total
nnemplovment insnrance costs, or payment doeumentation for the guarterly elaims The
workers’ compensation insurance charged for ESSER and GEER grants totaling 53, 449 and
5731 were not supported.

The teachers’ reticement system (TES) charged to ESSER and GEER grants totaled $21,910
and 54,647, which were calenlated at a rate of 9.53 percent of the total gross salaries. The
Disteict provided the final bill documentation from the TES website to confirm the FY
2020-21 contobntion rate was 9.33% and we found the charges were reasonable. However,
the Distrct did not reconcile the fiscal year 2021 total teacher retirement contributions (Le.,
employer and employee) paid throngh a reduction of the District’s State Aid pavment with
the paymoll system anmmal teacher retirement reports, and the general ledger expenditure
detazl accounnt. When we recalenlated the total contobutions, we found there was an
nnexpliined vanance. Specifically, the amount pa:d through a rednction in the District State
Auid was 340,612 more than our recalenlated contributions.

The health insurance chacged the ESSER and GEER grants totaled $77,084 and $1,070. We
recalenlated the amounts chasged to the grant for health insnrance ntilizing the GJSD rates
notification provided to the employees for FY2021, the JTA bacgaining agreement employer
contribution percentages, and the CDPHP invoice for June 2021, The total health insnrance
costs for emplovees charped to the ESSER and GEER grants for FY 2021 were 581,403 and
%16,705, which exceeded the amonnt charged to the grants, and District officials stated the
costs that were charged to the grants were Linuted to the budget amounts. However, instead
of allocating these costs monthly, the Distoet wasted nntil the end of the grant performance
pedod and made a journal entry for the budgeted amount. The District was advised that
costs should be allocated when thev are inenrred and not to wait till the end of the grant

performance period.

The lack of docnmentation for emplovee benefits and discrepancies noted above are the result of the
District not having detailed written policies and procednres for emploves benefits management.
Additionally, staff were not trained in all aspects of benefit calenlations and did not have knowledge
of the rate calenlation methodologies.

Recommendation:
We recommend the Board and District officials:

Establish written procedures for all employee benefits the Distoet manages that include
detasled steps on how each is managed inchnding enrollment, doenmentation, emplovee and
employer sharing, and payment processing for both the emplover and employee.
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Promde the FY 2021 wodkers’ compensation and uanemployment insagance actual benefit
rates documentation, allocation methodologies, all invoices, payment doecnmentation (eg.,
canceled checks and bank statements), and the general ledger deta:l reports of the Dustriet’s
expense accounts reflecting the vear-to-date total costs, for both. If not workers”
compensation costs for ESSER and GEER of 55599 and 51,824 and naemployment
insnrance of 33,449 and 5731 will be qrestioned and the District may need to repay these
fonds.

3. Ensnre that when there is a staff vacancy, all of the dnties of the position are reassigned to
staff that have been previonsly cross traned and Distomet officials or supervisors are
knowledgeable of all functions under their direction, inclnding benefit rate calenlations and
costs allocation methodologies.

4. Perform quarterly payvroll reconciliations between general ledger acconnts and Form 941 and

NY5-45 to ensnre empenditnres are acenrate and in agreement. If admstments oc

discrepancies are identified, explanations shonld be documented

District Response:

While the District provided mnch docnmentation and information concerning fringe benefits dusing
the andit process, inchnding onr preliminary responses dated September 23, 2023, we recognize the
need for wotten procedures inchiding methodologies for calenlating benefit costs charged to Federal
grants, staff naderstanding and knowledge, and the timeliness in which benefits costs are charged
and reconciled to Federal grants.

The distriet will submit as part of the comprehensme procednres mammal, procednres regarding
emplovee benefits charged to Federal grants, including cost methodologies as per the
recommendation above, by Febmary 2%, 2024,

Fusther, as mentioned previously, the structure of the Business and Homan Resonrces fuactions and
job responsibilities has been npdated since the nse of these funds, and has been refined more since
December 1, 2023, This has allowed for more cross-training of key functional areas and will
continie to provide continnity of operation moving forward. A copy of these job responsibilities will
he inclnded in the comprehensmre procednges manual to be submitted by Feboary 28, 2024,

Effectrre Janmary 1, 2024, the District will formalize the guartedy payroll reconcibation hetween
general ledger accounts and Form 241 and NY5-45 to ensure expenditures are aconrate and in
agreement. This is inclusive of docnmenting adjustments or discrepancies fonad, which we believe,

was the essence of the recommendaton.

Moreover, per recommendation ammber two (2), the fiscal vear 2021 invoices with payment
docnmentation will be sent nnder separate cover for workers compensation and nnemployment

msngances. Lhe Distrct does request that a remew of previously submitted doctmentation

concerning workers compensation and naemployment be performed.
SED Comment #4

Thank you for the opportnmty to share onr responses to the And:it Report, and for the tme and
attention vour team spent with our staff during the conrse of this andit.



Sincerely,

AD Koater

Albcia D Koster
Assistant Superintendent

Cf: D William T. Crankshaw, Superntendent
Board of Edncation
Ms. Melissa Baker, School Business Manager
Ms. Boanie Toenbull, District Treasnger



Appendix C

SED Comments to Audit Response

1. To address our recommendations regarding Finding 1 — Record Retention —
Employee Personnel File:

1.

District officials provided a copy of the Board approved Administrative Office
Procedural Manual and resolution on February 21, 2024. It included detailed
procedures for the new employee onboarding process that detailed the
required documents to be included in the personnel file and procedures for
records to be maintained in accordance with provisions of the Retention and
Disposition Schedule for New York Government Records. We updated the
report to reflect this.

District officials implemented new procedures effective January 1, 2024,
regarding the use of a checklist. We updated the report to reflect this.
District officials implemented new procedures effective September 1, 2023,
for Human Resources staff to begin conducting periodic reviews of
employee personnel files to ensure all required documentation was on file.
We updated the report to reflect this.

2. To address our recommendation related to Finding #2 — Policies and Procedures:

1.

District officials provided a copy of the Board approved Administrative Office
Procedural Manual and resolution on February 21, 2024. The procedural
manual included detailed procedures for accounting, grants management,
human resources, payroll, and fringe benefits, as well as other relevant
business functions. We updated the audit report to reflect this.

3. To address our recommendations related to Finding #3 — Time and Attendance:

1.

District officials indicated that each school building principal was
responsible for maintaining “logs of when staff are absent and how the
absence was covered”. However, during the audit, District officials
explained that certified staff were responsible for arranging their own sub-
coverage through the ASEOP system and we were not informed of any logs
maintained by the building principal. We requested District officials provide
any reports that would support time and attendance. However, the principal
logs for certified staff absences were not provided. We received individual
employee’s paid leave request forms which were approved by the building
principal and a Time Summary Listing Report By Employee Name that
summarized the employee’s leave used for the school year. These
documents were not sufficient to meet internal control practices for a
supervisor’s review of an employee’s time and attendance record prior to
processing of the payroll, as it does not document their complete
attendance record and only reflects the absences. Although the District has
made significant improvements to its procedures, they do not fully address



our recommendation that the District ensure that there is supervisor review
of all staff’'s time and attendance records prior to processing each payroll.
Since certified staff are not required to use the time clock system, the District
must utilize some other method to ensure sufficient internal controls are in
place over employees’ time and attendance.

On February 21, 2024, District officials provided the Board approved
Administrative Office Procedural Manual and resolution. We updated the
audit report to reflect this.

4. To address our recommendation related to Finding #4 — Fringe Benefits:

1.

District officials provided a copy of the Board approved Administrative Office
Procedural Manual and resolution on February 21, 2024. The procedural
manual included procedures for entering salaries, benefits, and voluntary
payroll deductions specific to the District to be used by Human Resources
staff in their day-to-day activities with these functions. In the Grants
Management, Grant Fringes section of this manual, we observed that,
moving forward, expenses related to workers’ compensation and
unemployment insurance will no longer be charged to federal grants.
However, we did not find detailed procedures regarding workers’
compensation and unemployment insurance. District officials should
establish procedures that cover, at a minimum, the following aspects: the
methodology and components of the annual rate calculation, updates to the
payroll system for rate changes, how it allocates the costs each pay period,
how the accounts are funded or paid, reconciliation of costs, and the
frequency of these reconciliations.

. District officials provided workers’ compensation and unemployment

insurance payment backup files on January 5, 2024. We reviewed the files
which included canceled checks and account appropriation transaction
reports. However, no documentation supporting the rate calculation
methodology, allocation methodology, or reconciliation of the total costs
was provided. Consequently, we could not determine if the unemployment
insurance and workers’ compensation insurance costs were accurate since
the District did not provide all requested documentation. We determined the
District has questioned costs in regard to employee benefits of $12,048
(ESSER) and $2,555 (GEER), respectively.



Greater Johnstown School District
Schedule of Questioned Costs

Appendix D

Funding Source:

Cares Act - ESSER

Funding Dates: 3/31/2020 to 9/30/2022
Questioned
Code Project Costs Costs Adjusted Costs
Professional Salaries 15 $229,910.00 | S - $ 229,910.00
Support Staff Salaries 16
Purchased Services 40
Supplies and Materials 45
Travel Expenses 46
Employee Benefits 80 $128,630.00 | $(12,048.00)| S 116,582.00
Indirect Cost 90
BOCES Services 49
Minor Remodeling 30
Equipment 20
Grand Total $358,540.00 | $(12,048.00)| S 346,492.00

Schedule of Questioned Costs

Funding Source:

Cares Act - GEER

Funding Dates: 3/31/2020 to 9/30/2022
Questioned
Code Project Costs Costs Adjusted Costs
Professional Salaries 15 S 48,764.00 | S - S 48,764.00
Support Staff Salaries 16
Purchased Services 40
Supplies and Materials 45
Travel Expenses 46
Employee Benefits 80 $ 12,002.00 | $ (2,555.00)| S 9,447.00
Indirect Cost 90
BOCES Services 49
Minor Remodeling 30
Equipment 20
Grand Total $ 60,766.00 | $ (2,555.00)| $ 58,211.00
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