Michael T. Wolff, CIA
Advisory Services

Hudson City School District

Attn: Board of Education/Audit Committee
215 Harry Howard Avenue

Hudson, New York 12534

April 29, 2025

Re: 2023-2024 Risk Assessment

The 2023—2024 annual update of the Hudson City School District’s financial risk assessment has been completed.
The engagement was to assist the District in complying with the regulations imposed by the 2005 School Financial

Oversight and Accountability Legislation.

The financial risk assessment aims to review the internal controls that the District has in place to prevent errors, detect
fraud, and ensure that financial reporting is accurate and that the District’s assets are safeguarded. In the financial risk
assessment, interviews with key staff to understand the financial processes, internal controls, and general operating
procedures. Additionally, transactions were randomly selected and tested for cash receipts, cash disbursements, journal

entries, and bank reconciliations.

During the school year, several personnel changes increased the risk of maintaining operations, procedures, and inter-
nal controls. Any time you have personnel changes, internal controls, and procedures can become inconsistent or over-
looked. At the time of our audit, the bank reconciliations had not been completed for several months. Additionally, at
the beginning of the audit period, a number of reports were never presented to the Board for them to make informed

decisions or provide transparency. These are both significant deficiencies.

It was a pleasure working with the Hudson City School District staff. If you have any questions about this report or

the review, or if we can assist you in the future, please contact us.

Sincerely,

Michael T. Wolff, CIA
Internal Control Specialist
Michael Wolff Advisory Services

[ | phone: 518-618-8107 | 50B Raylinsky Lane, Mechanicville, NY, US, 12118 | michael@mwadvisoryservices.com



Hudson City School District Risk Assessment Update 2023-2024

Comments and Recommendations

The items listed below summarize the risk assessment update for the 2023-2024 year.

The general comments in this report can be categorized as follows:

a. Observations: These comments will note what we observed or identified during our review.

b. Comments: These are areas that management should take note of, but these items do not rise to
the level of requiring a corrective action plan (CAP).

c. Comments with a separate recommendation: These comments with the recommendation
should have a CAP approved by the Board of Education and must be included in the reports sent
to NYSED. NYSED has requested that the individual/title responsible for that particular CAP
item be named and an anticipated date for correction be included with the CAP.

Financial Area:

Financial Reporting, Budgeting, and District Governance: The oversight by the Board and Admin-
istration is imperative to ensure the district’s assets are protected, public funds are used appropriately,
and the district is in compliance with various rules and regulations.

We reviewed the minutes of the Board meetings and related Board policies for April 2023 through June
2024. As part of this review, we analyzed the information given to the Board for content, timeliness,
and transparency. We reviewed establishing the budget, monitoring progress throughout the year, and
performing budget transfers. We also reviewed the process of creating the annual financial and periodic
reports that are presented to the Board of Education for monitoring purposes.

Comment #1: During our audit period, numerous reports were not given to the Board in a
timely manner or did not have sufficient information. This is a significant deficiency. Some
examples include:

e No Treasurer reports were accepted by the Board in the first 6 months of the school year.
The July report was submitted in December.

e There were no budget status reports, budget transfer reports, or revenue status reports pre-
sented to the Board until March 2024. In addition to these reports, the results of operations
for foodservices weren’t presented to the Board during our audit period.

e We did not see consistent claims audit reports with detailed findings submitted to the Board
for their review.

e The July, August, and September (2023) reports were submitted until November
2023.

e The October, November, and December (2023) were not presented to the Board
until April 2024.

e The claims auditor works as an officer of the Board and should be reported in a detailed and
timely manner.

e A review of the Claims Auditor Policy #6650 states, “The claims auditor shall provide peri-
odic written reports to the Board”. The Board should review this policy and change it to
monthly. (This is a repeat finding from last year.)

Recommendation: A monthly board meeting checklist should be developed and adhered to
ensure transparency and keep the board informed in a timely manner. The contents of the
checklist should include the reports that should be presented, and at various intervals, the re-
ports are presented. Although not entirely inclusive, the administration may want to refer to
Questar III BOCES for their various documents on the reporting required throughout the year.
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Hudson City School District Risk Assessment Update 2023-2024

Payroll: We reviewed the payroll process, including hiring, performing background checks, maintaining
personnel files, regulatory filings, terminations, preparing payroll, salary changes, vacation and sick time
record keeping, benefits, and account reconciliations.

Observation #1: The staff appears knowledgeable in processing payroll, and the procedures
appear sound.

Observation #2: In May of 2024, the payroll manager resigned. This creates significant risk
since they have an extreme amount of knowledge and experience. At the end of the Audit peri-
od ,the district was in the process of replacing the position, but it had not been completed.

Recommendation: A replacement Payroll Manager should be hired as soon as possible.

Cash Receipts: We reviewed the cash receipt process to ensure there are sound internal controls, for
receiving, safeguarding, processing, and recording receipts. This review included wire transfers, ACH
transactions, tax receipts, miscellaneous cash receipts, and cafeteria funds. We also tested 40 cash re-
ceipt/journal transactions from 7/1/2023 through 6/30/2024 for proper documentation, accounting accu-
racy, and timeliness of deposits.

Observations #1:

e Eleven of the 37 cash receipts did not have supporting documentation attached to the trans-
action.

o Nineteen of the 37 transactions were not deposited in a timely manner. The NYS Comptrol-
ler recommends cash receipts should be deposited into the bank within 3 to 5 business days.
In some cases, deposits take as long as a month.

e A cash receipt for the return of petty cash had no supporting documentation/reconciliation
attached to identify the use of the petty cash.

e There was a receipt for the sale of scrap metal/excess materials in which we couldn’t trace
the Board declaring anything surplus.

e When cash is received outside the business office (e.g., exam fees, lost book fees, pool ad-
missions, etc.), a duplicate cash receipt is not issued with the copy sent to the business office
to support the transaction.

e As part of our testing, we noted that some cash receipts are posted in “gross” instead of
itemizing each entry.

Observation #2: Before the end of the Audit period, the treasurer had submitted his letter of
resignation.

Recommendations:

1. The district should hire a replacement treasurer as soon as possible.

2. The procedures for cash receipts and supporting documentation should be developed or
reemphasized to ensure all transactions are accurately processed in a timely manner and
have supporting documentation.

3. Personnel outside the business office who may receive cash receipts should be educated on a
procedure to ensure duplicate receipts are used so the deposit has supporting documentation.

Payables and Disbursements: We reviewed the cash disbursement process to ensure there were sound
controls for acquiring goods and services, receiving goods and services, processing competitive bids,
and controls for using credit cards and petty cash. We tested 40 cash disbursement transactions from
7/1/2023 through 6/30/2024. As part of the payable process, we reviewed the procedures performed by
the Claims Auditor. There were no significant changes in purchasing, accounts payable, or claims au-
diting personnel during this period.
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Comment #1: Our review noted a number of exceptions with payables supporting documen-
tation and claims auditor reporting.

e There were three purchases in which the PO was obtained after the purchase (Confirming
PO), violating the procurement policy. Additionally, none of these three exceptions were
reported to the Board by the claims auditor.

¢ One invoice that was paid using a claim form instead of a PO. Additionally, the payment
was made without an invoice from the vendor. The school made payment based on the
contract. Although there is a contract in place, it is appropriate to obtain an invoice and
someone noting “received, OK to pay”.

¢ Aninvoice was paid for a hotel stay without obtaining an itemized invoice.

e There were two claim packets with no evidence of the claims auditors review. Although
not required, each claim should be initialed by the claims auditor. However, we did note
that the claims auditor signed the warrant for listing these items.

e Two invoices that were paid without the “responsible/receiving person” signing off on
them and marking them “okay to pay”.

e An invoice that included a late fee ($5). Late fees are not an acceptable use of public
funds. Additionally, this late fee was not reported to the Board as part of the claims audi-
tor report.

e An invoice that contained a previous balance without obtaining the previous month’s sup-
porting documentation or noting if it was previously paid. Whenever an invoice contained
a previous month’s balance, there was no notation as to whether a payment had been made
on the invoice to ensure there wasn’t a double payment. It is recommended to put a nota-
tion on these types of invoices.

e As previously noted, the claims auditor reports are not presented to the Board in a timely
manner and do not have sufficient detail of findings.

Recommendation:

1. Policies and procedures for processing payables should be reviewed to ensure all docu-
mentation is included on each claim.

2. The claims auditor should attend training and make sure all items that violate policy are
reported to the Board.

3. The claims auditor report should be submitted to the Board monthly.

Cash, Investments, and Bank Reconciliations: We reviewed the controls over the safeguarding, re-
cording, and reconciling of the districts, cash, and investment accounts.

Comment #1: We attempted to perform the May 2024 bank reconciliations; however the
banks statements haven’t been reconciled since March 2024. This is a significant deficiency.

Comment #2: The district has taken advantage of improved interest rates by placing funds in
an interest-bearing account. However, the interest was not being posted to the general ledger
in a timely manner.

Comment #3: As previously noted, the treasurer gave his resignation notice during our audit
period.

Recommendations:

1. The bank reconciliations MUST be performed and caught up to date. Bank reconciliations
should be completed and submitted to the Board monthly. As part of the reconciliation,
interest must be posted timely.
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1. The treasurer’s position is an authorized officer of the Board and performs a substantial
amount of duties on behalf of the Board. The district should ensure they hire a new
Treasurer as soon as possible.

Foodservice Operations: We reviewed the process of safeguarding cafeteria cash (minimal), recon-
ciling the cash registers, tracking and safeguarding food inventories, and reporting on cafeteria opera-
tions without exception.

Observations #1: Food service management is outsourced to Cap Region BOCES. Although
the service is outsourced, the district is still responsible for ensuring compliance and monitor-
ing results. Although the BOCES remained during the audit period, the manager overseeing
Hudson CSD changed. Anytime you have a change in personnel, there is an increased risk of
not maintaining policies and procedures.

Observation #2: Since meals for all students are free, the amount of cash transactions is sig-
nificantly reduced.

Comments #1: As previously noted under Board reporting, no reports on operations (profit
and loss) were presented to the Board during the year. Foodservices are a common area to
build up a reserve balance that is too high and out of compliance with reserve requirements.
Without monitoring the profit and loss and having timely treasurer’s reports, the Board cannot
appropriately monitor food services’ financial status.

Fixed Assets: We reviewed the processes for ordering, receiving, safeguarding, and tracking the dis-
trict’s fixed assets, without exception. Additionally, we reviewed the procedures for periodically veri-
fying inventory and evaluating insurance coverage of the physical assets.

Comment: It’s been over a year since the district performed an inventory of assets. Without a
timely inventory, district records may be inaccurate, or theft or loss could go undetected. Ad-
ditionally, it is important to have an accurate inventory to ensure the district has an appropriate
amount of insurance for potential losses. There were no material changes in personnel or the
procedures for processing and tracking fixed assets. Therefore, the risk profile remains rela-
tively consistent.

Transportation: Since the school outsources transportation through contracts, the risk for the district

is less than for most schools that maintain their own fleet of buses and on-site fuel. However, whenev-
er the district outsources its responsibilities, it is imperative that monitoring controls are put in place to
ensure compliance with all regulations.

Comments: The transportation position used to be a .5 position outside the business office
function. Although the district has hired a consultant to assist with transportation manage-
ment, the school business official has taken on many responsibilities for overseeing transporta-
tion. In our opinion, the business official’s job responsibilities are significant, and to add
transportation responsibilities to them could be overburdensome.

Recommendation: The district should inventory all the responsibilities related to transporta-
tion and evaluate whether this position should have its own employee.

Information Technology: We reviewed the general security control procedures for safeguarding the
district’s network, providing and removing access, and the documented procedures for disaster recov-
ery.
Observations: There were no material changes in personnel or processes, so therefore the risk
profile for IT remained the same.
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Extra-classroom Activity Funds (“ECAF”): As part of the ECAF review, we interviewed the two
central treasurer, and the external audit report on ECAF.

Observations: Extra-classroom has an inherent risk because of the number of “cash” transac-
tions and student involvement, the staff appear to have procedures to minimize these risks.
Additionally, there have been no changes to staff during the past year.

Additional Considerations:

The regulatory and financial environment that the school district within which the school district oper-
ates is constantly changing, and risks should be continually monitored. The following items are either
a reminder or suggestion for the district to consider in mitigating and monitoring risks within this
working environment. Please note that these items are listed solely as a reminder and are not indicate
any deficiencies noted during our review.

1. The Board of Education (“BOE”) and/or Audit Committee should continue to monitor the correc-
tive action plans from the Management Comment letters provided by your external auditors, as
well as any corrective actions taken as a result of this and previous internal audit reports. As a
reminder, NYSED requires a person responsible for each CAP item to be identified, and an antici-
pated resolution date should be included in the response.

It was a pleasure working with the Hudson City School District staff. If you have any questions about
this report or the review or if we can be of assistance in the future please feel free to contact us.

Sincerely,
Michael Wolff, CIA
Michael Wolff Advisory Services
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