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712 City Hall
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Dear Ms. Kapsiak:
The following is our final report (SD-1111-02) for the review of the Buffalo City School
District’s School Improvement Grant for the period July 1, 2010 through September 30, 2011. The
review was conducted pursuant to Section 305 of the Education Law in pursuit of Goal #5 of the
Board of Regents/State Education Department Strategic Plan: “Resources under our care will be
used or maintained in the public interest.”
Ninety days from the issuance of this report, District officials will be asked to submit a
report on actions taken as a result of this review. This required report will be in the format of a
recommendation implementation plan and it must specifically address what actions have been taken
on each recommendation.
I appreciate the cooperation and courtesies extended to the staff during the review.
Sincerely,

James A. Conway
Enclosure
c:
Commissioner King, V. Grey, S. Cates-Williams, K. Slentz, C. Szuberla, R. Reyes, J.
Delaney, J. Conroy, K. Robertson, P. Brown, A. Timoney (DOB), J. Dougherty (OSC)

Executive Summary
Background and Scope of the Audit
The School Improvement Grant (SIG) is authorized by section 1003(g) of the Elementary and
Secondary Education Act of 1965. SIG funds are used to finance reforms in the country’s
lowest-performing schools with the goal of improving student outcomes such as standardized test
scores and graduation rates. Funding increases in the fiscal year 2009 spurred the United States
Department of Education to make substantive changes to SIG funding. For example, the
persistently lowest-achieving schools receiving SIG funding must now implement one of four
intervention models, each with specific requirements for reform interventions. Under SIG, each
school may receive up to $2 million annually for 3 years to improve student outcomes.
The Buffalo City School District (District) implemented the transformation model at four schools
beginning in the 2010-11 school year. The Office of Audit Services conducted an audit to verify
that the District appropriately expended federal SIG funds. We examined financial records and
documentation to substantiate $4,234,989 claimed in expenditures for the period July 1, 2010
through September 30, 2011. Our objectives were to verify the allowability and accuracy of
amounts expended, determine if sufficient financial control systems were in place to track funds
to individual schools, and to assess compliance with pertinent federal requirements for the use of
these funds.

Audit Results
We found $262,048 in salary and salary related expenditures and $45,316 in non-salary related
expenditures that should not have been charged to SIG for the period July 1, 2010 through
September 30, 2011. The disallowance and other areas needing improvement were:






SIG funds being supplanted for personal service expenditures in the amount of $204,117 and
$57,931 in salary related expenditures which should have been funded through general fund
sources.
Failing to meet the requirements set forth by OMB Circular A-87 requiring that salaries be
supported by periodic certifications.
Not allocating an expenditure for a software contract between all of the school buildings that
benefited from the expenditure. As a result, $41,325 should be disallowed from the grant. In
addition, estimated travel expenses were claimed instead of actual in the amount of $3,991.
Ten items purchased with SIG funds could not be located in any of the four SIG school
buildings during the initial physical inventory check. All of the items were subsequently
placed in the appropriate building.
Failing to follow their own purchasing policy.

Comments of District Officials
District officials’ comments about the findings and conclusions were considered in preparing this
report. They generally disagreed with the findings and did not specifically address the
recommendations. They maintain they did not supplant SIG funds, but used the staff to

supplement and enhance additional programming. Their response to the draft is included as
Appendix B. Auditors’ notes commenting on the District response are included as Appendix C.
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Introduction
Background
The School Improvement Grant (SIG) is authorized by
section 1003(g) of the Elementary and Secondary Education
Act of 1965. SIG funds are used to finance reforms in the
country’s lowest-performing schools with the goal of
improving student outcomes such as standardized test scores
and graduation rates. Funding increases in the fiscal year
2009 spurred the United States Department of Education to
make substantive changes to the SIG funding. For example,
the persistently lowest-achieving schools receiving SIG
funding must now implement one of four intervention
models, each with specific requirements for reform
interventions. Under SIG, each school may receive up to $2
million annually for 3 years to improve student outcomes.
States are required to award sub-grants to school districts
competitively, rather than by formula. State educational
agencies evaluate grant applications using several criteria,
including the school’s proposed intervention model and the
district’s budget and reform implementation plan, as well as
their capacity to implement the reforms effectively. The
SIG funds may be used for four different intervention
models including the transformation, turnaround, restart,
and closure models. Each model has specific requirements
for reform interventions, such as replacing principals or
turning over school management to a charter organization or
other outside organization.

Objectives, Scope, and Methodology
The Buffalo City School District (District) implemented the
transformation model at four schools beginning in the 201011 school year. The Office of Audit Services conducted an
audit to verify that the District appropriately expended
federal SIG funds. We examined financial records and
documentation to substantiate $4,234,989 claimed in
expenditures for the period July 1, 2010 through September
30, 2011. Our objectives were to:


1

verify the allowability and accuracy of amounts
expended;




determine if sufficient financial control systems were in
place to track funds to individual schools; and
assess compliance with pertinent federal requirements
for the use of these funds.

To accomplish our objectives, we reviewed applicable laws,
regulations, policies and procedures; interviewed District
and State Education Department (Department) management
and staff; and examined records and supporting
documentation.
The audit was conducted in accordance with Government
Auditing Standards issued by the Comptroller General of
the United States. An audit also includes examining, on a
test basis, evidence supporting transactions recorded in the
accounting and operational records and applying other
procedures considered necessary. An audit also includes
assessing the estimates, judgments, and decisions made by
management.
We believe that the audit provides a
reasonable basis for our findings, conclusions, and
recommendations.

Comments of District Officials
District officials’ comments about the findings and
conclusions were considered in preparing this report. They
generally disagreed with the findings and did not
specifically address the recommendations. They maintain
they did not supplant SIG funds, but used the staff to
supplement and enhance additional programming. Their
response to the draft is included as Appendix B. Auditors’
notes commenting on the District response are included as
Appendix C.
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Salary and Salary-Related Expenditures
The Department approved the District’s plan to transform
four poor performing school buildings using SIG funds.
The approved budget called for expending more than $5
million, 64 percent of total approved grant funding, in
salaries and related fringe benefits. Personal service
expenditures must be specifically applied to the goals of the
grant and be incurred in compliance with federal grant
regulations and guidance. We found the District supplanted
$262,048 from state and local funds with SIG funds. We
also found the District failed to support salaries of
employees paid from SIG funds through personnel activity
reports.

Supplanting Non-Federal Funds
Guidance on fiscal year 2010 school improvement grants
states that SIG funds must supplement, and not supplant,
non-federal funds a school would otherwise receive. If a
local educational agency (LEA) has a school operating a
school-wide program, the LEA cannot use federal funds to
pay for services, staff and staff-related expenditures,
programs, or materials that would otherwise be paid with
state or local funds. Under no circumstances may Title I
funds be used to supplant or take the place of funds from
non-federal sources.
The Office of Management Budget (OMB) Circular A-133
compliance supplement states supplanting includes use of
federal funds to provide services the LEA provided with
state or local funds in the prior year. The educational
services provided with Title I funds must be in addition to
those services that a school district provides to all of its
children using State and local funding sources.
We found a decrease in the number of full time equivalents
(FTE) funded through the general fund in the first year of
the grant from the prior year at each school building. We
found SIG funds supplanted the decrease in general fund
FTEs for specific job titles at specific schools for six
employees. The employee titles by building code and the
total FTEs supplanted are shown in Table 1.
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Table 1
Comparison of General Fund FTE with Instances of Supplanting

School
Code

Employee Title

45
45
200
206

Grade 4 Teacher
Grade 5 Teacher
Guidance Counselor
Math Coach

General General
Fund
Fund
09-10
10-11
4.00
4.00
3.00
1.00

0.00
2.00
1.00
0.00

General
Fund
Decrease

SIG
Funded
FTE
10-11 Supplanted

4.00
2.00
2.00
1.00

2.00
2.00
1.00
1.00

Total
Source: District records

2.00
2.00
1.00
1.00
6.00

Using the employee titles and building codes listed in the
table above, we determined which employees’ salaries were
supplanted with SIG funds from a list of salaried teachers.
We calculated the value to be $204,117 for the six FTEs
supplanted. In addition, the District charged $57,931 for
employee benefits related to the salaries supplanted with
SIG funds. The salaries and employee benefits disallowed
are shown in Table 2 below.
Table 2
Disallowed Salaries and Employee Benefits
School
Code

Employee Title

FTE

FTE
Allowed

45
45
45
45
200
206

Grade 4 Teacher
Grade 4 Teacher
Grade 5 Teacher
Grade 5 Teacher
Guidance Counselor
Math Coach

1
1
1
1
1
1

0
0
0
0
0
0

6

0

Total
Source: District records

Professional
Salaries

Employee
Benefits

$51,890.24 $12,900.30
$24,138.74 $7,537.32
$36,780.00 $9,920.56
$31,489.56 $7,081.84
$27,942.54 $8,264.15
$31,876.00 $12,226.90

Total
$64,790.54
$31,676.06
$46,700.56
$38,571.40
$36,206.69
$44,102.90

$204,117.08 $57,931.07 $262,048.15

Time and Effort Requirements
OMB Circular A-87 (A-87) requires salaries of employees
who are charged to federal grants be supported by periodic
certifications or personnel activity reports. Employees
whose salaries are paid from one federal funding stream
4

must have their time certified at least semiannually by the
employee or supervisory official with first hand knowledge
of the work performed by the employee. Salaries of
employees who work on multiple activities or cost
objectives must be supported by personnel activity reports.
These personnel activity reports must: be prepared at least
monthly and coincide with one or more pay periods; reflect
an after-the-fact distribution of the actual activity of the
employee; account for the full FTE; and be signed by the
employee.
We examined all 53 full time employees funded through
SIG and found that the District has a process in place to
certify time and efforts for employees. However, the
personnel activity reports for 20 of those examined, all of
whom work on multiple cost objectives, were not always
done on a monthly basis to coincide with one or more pay
periods, did not always account for the full FTE, and were
not always signed by the employee.

Recommendations
1. For SIG, submit a revised FS-10-F long form reflecting
a reduction of $262,048 for disallowed costs. The
revised FS-10-F long form accompanied by a copy of
this report or transmittal letter identifying this audit as
the reason for the revision should be submitted within
30 days to:
The State Education Department
Grants Finance, Room 510W EB
Albany, NY 12234
Grants Finance will review the revised FS-10-F long
form and send Form FS-80 Notice of Overpayment to
your District, confirming the amount overpaid, and
providing remittance instructions.
2. Comply with A-87 in regards to personal activity
reports.
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Non-Salary Expenditures
The approved budget called for expending more than $2.8
million in non-salary expenditures. This made up 36
percent of total approved grant funding. To be allowable
under federal grant awards, costs must be necessary and
reasonable; consistent with policies, regulations, and
procedures that apply to the award; accorded with consistent
treatment; and be adequately documented. A cost is
allocable to a particular cost objective if the goods or
services involved are chargeable or assignable to such cost
objective in accordance with relative benefits received.
School districts must maintain adequate documentation to
support charges to federal grants, demonstrate adherence to
the terms and conditions of the grant, and performance of
the approved activities.
The District charged SIG for some items that could not be
located at the SIG school buildings during an initial physical
inventory check. In addition, one contract cost was not
allocated even though it benefited two non-SIG schools and
the District over-claimed the expenditure due to claiming
estimated travel expenses. As a result, we found $45,316 in
disallowed expenditures.

Physical Inventory
A-87 requires that only materials and supplies actually used
for the performance of a federal award may be charged as
direct costs. To be allowable under federal grant awards,
costs must be necessary and reasonable; should be allocable
to the award; consistent with policies, regulations, and
procedures that apply to the award; accorded consistent
treatment; and be adequately documented.
We conducted a physical inventory of 47 items
judgmentally selected from the supplies and material
category within the Final Expenditure Report to verify they
exist and were being used in the SIG schools. Initially, we
were unable to verify the location of 10 items, consisting of
8 iPad 2's ($538 each), 1 Mobi view Whiteboard ($400), and
1 HP Netbook ($721). However, during a subsequent
physical inventory, we verified that these items were located
appropriately in SIG schools.
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Allocation Documentation
Sometimes expenditures benefit more than one cost
objective. When this happens, the costs should be allocated
equitably between the objectives benefiting from the costs.
Allocation methodologies should be reasonable, accurate,
and adequately documented so that a person not familiar
with the activities could follow the allocation methodology
documentation and duplicate the results.
We found one contract cost that was charged entirely to the
SIG grant that was not appropriately allocated. The contract
between the District and Versifit Software for $98,640,
which included two software licenses ($33,600),
implementation and training services to staff ($60,000), and
travel expenses to install the software, was not allocated.
According to documentation provided by the District the
vendor provided ten days (6 days in SIG schools and 4 in
non-SIG schools) of training in four schools; however, two
of the schools were non-SIG schools. Therefore, we
determined that 40 percent of implementation costs
($24,000) and 50 percent of the software licenses and travel
costs ($16,800 + $525) should be disallowed. Based on our
allocation calculation from the information provided by the
District, $41,325 of the expenditure is disallowed.
In addition, the District paid estimated travel costs of $5,040
to the vendor rather than actual as stated in the contract
resulting in an overpayment of $3,991. The actual travel
costs incurred by the vendor were $1,049 and the vendor has
made the necessary reimbursement to the District. The
estimated amount of travel costs was claimed in the Final
Expenditure Report. The District should have only claimed
the actual travel costs, and therefore, $3,991 should be
returned to the Department.

Recommendations
3. For SIG, submit a revised FS-10-F long form reflecting a
reduction of $45,316 for disallowed costs. The revised FS10-F long form accompanied by a copy of this report or
transmittal letter identifying this audit as the reason for the
revision should be submitted within 30 days to:
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The State Education Department
Grants Finance, Room 510W EB
Albany, NY 12234
Grants Finance will review the revised FS-10-F long form
and send Form FS-80 Notice of Overpayment to your
District, confirming the amount overpaid, and providing
remittance instructions.
4. Only claim expenditures on the Final Expenditure Report
that meet the requirements in the approved FS-10 and grant
application.
5. Ensure all items purchased with SIG funds are used
exclusively for the purpose of the grant.
6. Adequately allocate expenditures that benefit grant and nongrant related school buildings.
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Internal Controls
General Municipal Law Section 104-b states the governing
board of every political subdivision and any district therein,
by resolution, shall adopt internal policies and procedures
governing all procurements of goods and services which are
not required to be made pursuant to the competitive bidding
requirements of Section 103 of this article or of any other
general, special, or local law.
The District’s purchasing policy states that non-competitive
bidding purchases shall provide that alternative proposals or
quotations for goods and services be secured by use of
written request for proposals, written quotations, verbal
quotations, or any other method of procurement.
During our review of supporting documentation for the
OTPS expenditure sample, we found the District did not
follow its own purchasing policy for one contract expense.
The contract cost between The Princeton Review Inc. and
the District for $42,450 is considered to be a professional
service cost and was a continuation of services. However,
the District failed to follow its own purchasing policy by not
obtaining any alternate proposals.

Recommendations
7. Conform to the District’s own purchasing policy.
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Appendix A
Contributors to the Report
Buffalo City School District
School Improvement Grant




T. Stewart Hubbard III, Audit Manager
Edward Lenart, Auditor-in Charge
James Schelker, Senior Auditor

Appendix C
Auditors’ Notes
1. The Office of Management Budget Circular A-133 compliance supplement clearly states
supplanting includes the use of federal funds to provide services the local educational agency
(LEA) provided with state or local funds in the prior year. This can be rebutted if the LEA
can demonstrate a reduction in the level of effort for the services in question with non-federal
funds had the federal funds not been available. The District had no such documentation. As a
result, the District supplanted, and did not supplement, six full time equivalents with SIG
funds.
2. We agree that the modules were not installed, implemented, and utilized district-wide.
However, the District provided documentation that the training offered to staff occurred in
four school buildings, two of which were non-SIG schools. The expense should have been
allocated as a result of this information and the entire cost should not have been charged to
SIG. The District can only claim actual costs incurred relating to the SIG program.
Therefore, estimated travel costs reimbursed by the vendor to the District cannot be claimed
under the grant.

