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Independent Auditors' Report 

To the Board of Education 
Franklin-Essex-Hamilton BOCES 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities, each 
major fund, and the aggregate remaining fund information of Franklin-Essex-Hamilton BOCES 
as of and for the year ended June 30, 2013, and the related notes to the financial statements, 
which collectively comprise the BOCES' basic financial statements as listed in the table of 
contents. 

Management's Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 
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An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity's preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity's internal control. 
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of significant accounting estimates made by 
management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinions. 

Opinions 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the respective financial position of the governmental activities, each major fund, and the 
aggregate remaining fund information of Franklin-Essex-Hamilton BOCES as of June 30, 2013, 
and the respective changes in financial position thereof for the year then ended in accordance 
with accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 4 through 13 and the budgetary comparison and 
the funding progress of the other post employment benefits plan information on pages 42 through 
43 be presented to supplement the basic financial statements. Such information, although not a 
part of the basic financial statements, is required by the Governmental Accounting Standards 
Board, who considers it to be an essential part of financial reporting for placing the basic 
financial statements in an appropriate operational, economic, or historical context. We have 
applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the 
information for consistency with management's responses to our inquiries, the basic financial 
statements, and other knowledge we obtained during our audit of the basic financial statements. 
We do not express an opinion or provide any assurance on the information because the limited 
procedures do not provide us with sufficient evidence to express an opinion or provide any 
assurance. 
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Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Franklin-Essex-IIamilton BOCES' basic financial statements. The 
accompanying information as contained in the Reference Manual for Audits of General Purpose 
Financial Statements of New York State BOCES is presented for purposes of additional analysis 
and is not a required part of the basic financial statements. 

The accompanying information as contained in the Reference Manual for Audits of General 
Purpose Financial Statements of New York State BOCES is the responsibility of management 
and was derived from and relates directly to the underlying accounting and other records used to 
prepare the basic financial statements. Such information has been subjected to the auditing 
procedures applied in the audit of the basic financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the basic financial statements or to the basic financial statements 
themselves, and other additional procedures in accordance with auditing standards generally 
accepted in the United States of America. In our opinion, the information is fairly stated in all 
material respects in relation to the financial statements as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
October 17, 2013 on our consideration of Franklin-Essex-Hamilton BOCES' internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the 
scope of our testing of internal control over financial reporting and compliance and the results of 
that testing, and not to provide an opinion on internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering Franklin-Essex-Hamilton BOCES' internal control over 
financial reporting and compliance. 

October 17, 2013 

3 



Board of Cooperative Educational Services 
Sole Supervisory District 

Fra n klin-Essex-H a m i I ton Cou n ties 

Management's Discussion and Analysis 

Prepared by: Stephen T. Shafer, 
District Superintendent 

Jamie L. O'Dell , Business 
Manager/District Treasurer 



Franklin-Essex-Hamilton BOCES 
Management's Discussion and Analysis 

For the Year Ended June 30, 2013 

The following is a discussion and analysis o f the BOCES financial performance for the year ended 
June 30, 2013. This section is a summary o f the BOCES financial activities based on currently 
known facts, decisions, or conditions. It is also based on both the government-wide and fund-based 
financial statements. This section is only an introduction and should be read in conjunction with 
the BOCES financial statements, which immediately follow this section. 

FINANCIAL HIGHLIGHTS 

> The total expenses for the BOCES decreased to $26,524,275, which was $623,466 less than 
the previous year. While the total BOCES revenue for 2013 was $22,379,379 compared to 
2012 o f $22,619,296. 

> $4,328,255, included in the expenses, is primarily due to GASB Statement #45, Accounting 
and Financial Reporting by employers for Post-employment Benefits Other than Pensions, 
in the school year ended June 30, 2013. This required the BOCES to calculate and record a 
net other post-employment benefit obligation for the fifth year. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 

This annual report consists o f three parts: management's discussion and analysis 
(this section), the basic financial statements, and required supplementary information. 

Figure A - l 

Organization o f BOCES Annual Financial Report 

Management's Basic Financial 
Discussion Statements 

and Analysis 

Required 
Supplementary 

Information 

BOCES Fund Notes to the 
Financial Financial Financial 

Statements Statements Statements 

Summary -> Detail 

The basic financial statements include two kinds o f statements that present different views o f the 
BOCES: 

> In accordance with GASB-34, BOCES-wide financial statements provide both short-term 
and long-term information about the overall financial status. 

> Fund financial statements focus on revenues and expenditures o f the BOCES, reporting the 
BOCES operations in more detail than the BOCES-wide statements. 

The financial statements also include notes that explain some o f the information in the statements 
and provide more detailed data. The statements are followed by a section o f required 
supplementary information that further explains and supports the financial statements wi th a 
comparison o f the BOCES budget for the year. Figure A - l shows how the various parts o f this 
annual report are arranged and related to one another. 
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BOCES-Wide Statements 

The BOCES-wide statements report information about the BOCES as a whole using accounting 
methods similar to those used by private-sector companies. The Condensed Statement o f Net 
Positions (see Figure A-2) includes all o f the BOCES assets (cash, receivables, and physical 
property) and liabilities (debt & payables). A l l o f the current year's revenues and expenses are 
accounted for in the Changes in Net Assets from Operating Results (see Figure A-3) regardless o f 
when cash is received or paid. 

The two BOCES-wide statements report the BOCES net positions and how they have changed. A 
net position - the difference between the BOCES assets and liabilities - is one way to measure the 
BOCES financial health or position. 

> Over time, increases or decreases in the BOCES net positions are an indicator o f whether its 
financial position is improving or deteriorating, respectively. 

> To assess the BOCES overall health, one needs to consider additional non-financial factors 
such as the relative fiscal health o f its component districts, which could impact their ability 
to request services. 

In the BOCES-wide financial statements, activities are shown as governmental activities. Most o f 
the BOCES basic services are included here, such as regular and special education, transportation, 
and administration. Component and Cross-Contracts for services plus grant funding finance most 
o f these activities. 

Fund Financial Statements 

The fund financial statements provide more detailed information about the BOCES funds, focusing 
on its most significant or "major" funds (General, Special A i d and Capital) - not the BOCES as a 
whole. Funds are accounting devices the BOCES uses to keep track of specific sources o f funding 
and spending on particular programs: 

> Some funds are required by State law and by bond covenants. 
> The BOCES establishes other funds to control and manage money for particular purposes 

(such as repaying its long-term debts) or to show that it is properly using certain revenues 
(such as Federal grants). 

The BOCES has two kinds o f funds: 

> Governmental funds: Most o f the BOCES basic services are included in governmental 
funds, which generally focus on (1) how cash and other financial assets that can readily be 
converted to cash flow in and out and (2) the balances left at year-end that are available for 
spending. Consequently, the governmental funds statements provide a detailed short-term 
view that helps you determine whether there are more or fewer financial resources that can 
be spent in the near future to finance the BOCES programs. Because this information does 
not encompass the additional long-term focus o f the BOCES-wide statements, additional 
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information at the bottom of the governmental funds statements explains the relationship (or 
differences) between them. 

> Fiduciary funds: The BOCES is the trustee, or fiduciary, for assets that belong to others, 
and the student activities funds. The BOCES is responsible for ensuring that the assets 
reported in these funds are used only for their intended purposes and by those to whom the 
assets belong. The BOCES excludes these activities from the BOCES-wide financial 
statements because it cannot use these assets to finance its operations. 
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FINANCIAL ANALYSIS OF THE BOCES AS A WHOLE 

Net positions: The BOCES combined net positions had a decrease on June 30, 2013, as compared 
to June 30, 2012, decreasing by ($4,013,898). (See Figure A-2.) 

Figure A-2 

Condensed Statement of Net Positions 

2012 2013 % of Change 
1) Current and Other Assets (ie. cash, accounts 

receivalbe) 
2) 

Capital Assets (Le. buildings and fixed assets, etc. 

6,788,891 7,547,598 11.18% receivalbe) 
2) 

Capital Assets (Le. buildings and fixed assets, etc. 3,284,005 3,625,548 10.40% 
Total Assets 10,072,896 11,173,146 

3) Long-Term (ie. compensated absences, copiers, 
TRS, ERS) 1,645,566 1,860,884 13.08% 

4) Long-Term (Post Employment Benefits other 
than Pensions) 17,816,818 22,145,073 24.29% 

5) Other Liabilities (Le. accounts payable, State Aid 
due to school districts 4,132,102 4,833,946 16.99% 
Total Liabilities 23,594,486 28,839,903 

Net Assets 
6) Invested in Capital Assets, Net of Related Debt 3,284,005 3,625,548 10.40% 
7) Restricted (ie. CTE Reserve, Employee Benefit, 

Unempl his, ERS Retirement Reserve) 1,156,589 1,063,451 -8.05% 
8) Unrestricted (ie. capital projects less 

compensated absences, Encumbrances) (145,635) (210,683) 44.67% 
9) Unrestricted (Post Employment Benefits other 

than Pensions) (17,816,818) (22,145,073) 
Total Net Positions (13,521,860) (17,666,758) 30.65% 
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Figure A-3 

Changes in Net Positions from Operating Results 

2012 2013 % of Change 
Revenues 
Program Revenues 

1) Charges for Services 20,027,520 19,332,959 -3.47% 
2) Operating Grants and Contributions 2,052,803 2,520,581 22.79% 

General Revenues 
3) Interest and Earnings 9,369 2,232 -76.18% 
4) Miscellaneous and Other Sources 529,604 523,608 -1.13% 

Total Revenues 22,619,296 22,379,379 

Expenses 
5) Administration 1,663,691 1,786,006 7.35% 
6) Capital Outlay 39,699 49,170 23.86% 
7) Career & Technical Education 6,260,910 6,740,494 7.66% 
8) instruction for the Handicapped 8,070,809 5,020,790 -37.79% 
9) Itinerant Services 1,624,413 2,163,657 33.20% 

10) General Instruction 1,944,588 2,169,412 11.56% 
11) Instructional Support 3,720,507 4,038,909 8.56% 
12) Other Services 3,698,908 4,430,822 19.79% 
13) Unallocated Depreciation Expense 124,216 125,016 0.64% 
14) Loss on Disposal o f Fixed Assets - - -

27,147,741 26,524,276 

Decrease in Net Positions (4,528,445) (4,144,897) -8.47% 

The total cost o f all programs and services were decreased by .977 percent to $26,524,276. The 
BOCES expenses are predominantly related to instruction and pupil-related services which is 
approximately 60.1 percent o f the BOCES expenditures. The BOCES administrative activities 
accounted for 6.7 percent o f total costs. 

General revenues o f the BOCES governmental activities were $525,840. (See figure A-3) This 
figure includes interest earnings, miscellaneous and prior year revenues, E-rate, and funds received 
from New York State and Federal sources. 

Operating grants and contributions on June 30, 2013 were $2,520,581 (see figure A-3-#2). This is 
funding received from New York State and local municipalities as well as Federal sources. 
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The BOCES Charges for Services on June 30, 2013 were $19,332,959 (see Figure A-3-# l ) . This 
consists o f the cost o f component district's requested services, the administrative charges and the 
cost for services such as Special Education, Preschool, Summer School and Management Services 
Programs. 

The BOCES Interest Earnings o f $2,232 on June 30, 2013 remain low as a result o f the current 
economic situation (see Figure A-3 - #3). 

The BOCES Miscellaneous Revenues on June 30, 2013 was $523,608 (see Figure A-3 - #4). The 
BOCES Miscellaneous Revenues came from printing supplies, computer services, adult tuition, 
courier service, e-rate, teacher certification study guides, and vocational receipts. 

Total expenses surpassed the revenues, decreasing net positions $4,144,897. The $4,328,255 in 
expenses is primarily due to the interim actuarial valuation o f GASB Statement #45, Accounting 
and Financial Reporting by employers for Post-employment Benefits Other than Pensions, in the 
school year ended June 30, 2013. 

The BOCES Expenses for Administration was $1,786,006 on June 30, 2013 (see Figure A-3 - #5). 
The charges for Administration make up about 6.7% o f the total expenses. 

The BOCES Expenses for Career and Technical Education was $6,740,494 (see Figure A-3 - #7). 
The charges for Career and Technical Education are from the school district student enrollment in 
Career and Technical Educational Programs provided at the BOCES. 

The BOCES Expenses for the Instruction for the Handicapped was $5,020,790 (see Figure A-3 -
#8). The expenses cover the costs associated with providing education to students with a wide 
variety o f special learning needs including the costs o f supplementary support personnel to the 
students and specialized learning plans as well as services provided to Local, State and Federal 
municipalities to instruct students from preschool to extended school year. 

The BOCES Expenses for Itinerant Services was $2,163,657 (see Figure A-3 - #9). This charge is 
based on school districts' requests for shared services o f a BOCES employee to provide services to 
their students. This year these services included Visually Impaired, Speech, Music, Art, Physical 
Education, Hard o f Hearing, Counseling, Nurse, School Psychologist, Physical Therapist, and 
Occupational Therapist. 

The BOCES Expenses for General Instruction was $2,169,412 (see Figure A-3 - #10). This 
includes expenses for programs provided at the requests o f school districts to assist in the assorted 
instructional needs o f students, distance learning, and State and Federal monies to provide services 
for adult education and family literacy programs. 

The BOCES Expenses for Instructional Support is $4,038,909 (see Figure A-3 - #11). This 
expense is for programs that serve every teacher and administrator within component districts wi th 
an array o f programs and services ranging from instructional technology, media production, library 
services, technical repair services and school improvement and staff development. 

The BOCES Expenses for Other Services totaled $4,430,822 (see Figure A-3 - #12). This expense 
includes personnel relations, cooperative purchasing, shared business office, computer services, 
health/safety/risk management, teacher certification, personnel recruitment, state aid planning and 
food service management. 
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The BOCES Expenses for Unallocated Depreciation Expense is $125,016 (see Figure A-3 - #13). 
This represents the depreciation o f buildings over their useful life. 

Figure A-4 

Capital Net Positions, Net of Depreciation 
(in the thousands of dollars) 

2012 2013 % Chanqe 
Land 
Buildings - work in progress 
Buildings 
Furniture and Equipment 

38 
0 

2,845 
401 

38 
0 

3,188 
400 

12.07% 
(.025)% 

Total Assets 3,284 3,626 

The BOCES Capital Net Positions, Net o f Depreciation (See Figure A-4) is, for the purpose o f this 
report, the Assets owned and purchased by the BOCES less the depreciated value over the useful 
life o f the item. The capitalization policy o f the BOCES places a threshold o f $500 or more on the 
acquired cost o f equipment and fixtures prior to 7/1/04. Beginning with the 2004-05 school year, 
the threshold is now $5,000 or more. 

Figure A-5 

Outstanding Long-Term Debt 
(in the thousands of dollars) 

2012 2013 % Chanqe 
Compensated Absences 
Other Debt 

713 
0 

640 
0 

(10.21)% 
0.00% 

Total Debt 713 640 

The BOCES Outstanding Long-Term debt (see Figure A-5) consists o f compensated absences for 
the earned sick time that employees have accrued but not yet taken, and the remaining expense on 
an equipment installment purchase agreement for copiers. 
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FINANCIAL ANALYSIS OF THE BOCES FUNDS 

Governmental Fund Budgetary Highlights 
As the BOCES completed the year, its governmental funds reported combined fund balances of 
$1,492,745. This was a decrease o f $230,959. 

The BOCES governmental fund(s) had more revenues than expenditures in 2013, thereby 
contributing to the decrease in total fund(s) balance. The only funds that had increases were the 
General, Special A id , and Capital Funds. The General Fund showed a return o f surplus for services 
to school districts o f $1,074,794. The Special A i d Fund shows an amount remaining o f $358,152 
which represents excess monies in non-specific expenditure detail throughout several 
budgets/contracts. The Capital Fund showed an excess which represents the Career and Technical 
Education Equipment Reserve o f $318,232. 

General Fund Budgetary Highlights 

The BOCES original budget totaled $20,609,181. 

The total amended revenue and expenditure budget was $21,094,537. 

FACTORS BEARING ON THE BOCES FUTURE 

We anticipate a modest increase in state aid to local school districts for 2014-15. However the 
increase w i l l be insufficient to keep pace wi th rising fixed costs for districts. The component school 
districts have BOCES aid ratios ranging from .36 to .90. In these challenging fiscal times they may 
turn to BOCES for increased use o f aidable services. Accordingly, shared services such as the 
shared business office, food service management, and itinerant services w i l l become increasingly 
important. 

Declining enrollment continues to be a significant trend throughout the supervisory district wi th the 
exception o f Malone Central and Salmon River Central where enrollment trends have stabilized. In 
the short term, CTE enrollments have increased in the northern end o f the BOCES and this appears 
sustainable as Malone and Salmon River are the largest districts. BOCES began operating a new 
CTE program in H V A C in 2011 at a satellite facility housed at Salmon River. 

In the south end o f the region, current strong numbers in CTE may not be sustainable as all districts 
inside the Adirondack Park have a continuing trend o f declining enrollment. The incorporation o f 
academic credit in CTE programs that has been in place statewide for several years may mitigate 
the enrollment pressures somewhat on CTE programs at the Adirondack Educational Center. 

Tough economic times w i l l continue to cause school districts to consider absorbing special 
education programs as aid for these programs is independent o f the service provider. Our key 
selling point in retaining programs is the level o f expertise and experience we provide in this area. 
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CONTACTING THE BOCES FINANCIAL MANAGEMENT 

This financial report is designed to provide the BOCES citizens, taxpayers, customers, investors 
and creditors with a general overview of the BOCES finances and to demonstrate the BOCES 
accountability for the money it receives. I f you have questions about this report or need additional 
financial information, contact the Central Administrative Office, Franklin-Essex-Hamilton 
BOCES, 23 Huskie Lane, P.O. Box 28, Malone, New York 12953 
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F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Statement of Net Position 

June 30, 2013 

ASSETS 
Cash 
Unrestricted $ 1,627,430 

Receivables 
Due from School Districts 1,499,641 

Accounts Receivable 165,852 
Due from Other Governments 
State and Federal Aid Receivable 4,254,674 

Deferred Expenditures 
Capital Assets, Net 3,625,548 

Total Assets 11,173,145 

D E F E R R E D OUTFLOWS OF RESOURCES 

D E F E R R E D INFLOWS OF RESOURCES 

L I A B I L I T I E S 
Payables 

Accounts Payable 429,921 
Accrued Liabilities 95,253 
Due to Fiduciary Fund 
Due to School Districts 955,701 
Due to Other Governments 39,853 
State Aid Due to School Districts 3,623,781 

Deferred Revenues 5,308 
Long-Term Liabilities 

Due and Payable Within One Year 
Due to Teachers' Retirement System 707,610 
Due to Employees' Retirement System 197,425 

Due and Payable After One Year 
Installment Purchase Debt Payable 
Other Post Employment Benefits Payable 22,145,073 
Compensated Absences Payable 639,977 
Total Liabilities 28,839,902 

NET POSITION 
Invested in Capital Assets, Net of Debt 3,625,548 
Restricted 1,063,452 
Unrestricted (22,355,757) 

Total Net Position $ (17,666,757) 

See notes to financial statements. 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Statement of Activities and Changes in Net Position 

For the Year Ended June 30, 2013 

Net (Expense) 
Program Revenues Revenue and 

Charges for Changes in 
Expenses Services Net Position 

FUNCTIONS/PROGR WIS 
Administration $ 1,786,008 $ 1,439,912 $ (346,096) 
Capital Outlay 49,171 308,281 259,110 
Career and Technical Education 6,740,493 5,336,817 (1,403,676) 
Instruction for the Handicapped 5,020,790 3,962,527 (1,058,263) 
Itinerant Services 2,163,657 1,733,300 (430,357) 
General Instruction 2,169,412 1,905,202 (264,210) 
Instructional Support 4,038,909 3,664,603 (374,306) 
Other Services 4,430,821 4,028,738 (402,083) 
Unallocated Depreciation Expense 125,016 - (125,016) 

Total Functions and Programs 26,524,277 22,379,380 (4,144,897) 

G E N E R A L REVENUES 

Change in Net Position (4,144,897) 
Total Net Position - Beginning of Year (13,521,860) 
Total Net Position - End of Year $ (17,666,757) 

See notes to financial statements. 15 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Balance Sheet-Governmental Funds 

June 30, 2013 

Non-Major Total 
Special Capital Governmental 

ASSETS General Aid Projects Funds 
Cash 

Unrestricted $ 1,309,198 $ $ 318,232 $ 1,627,430 
Receivables 

Due from Other Funds 504,453 - 63,852 568,305 
Due from School Districts 1,401,152 98,489 - 1,499,641 
State and Federal Aid 3,625,061 629,613 - 4,254,674 
Due from Other Governments - - -
Other 12,662 153,190 - 165,852 

Deferred Expenditures - - - -
Total Assets $ 6,852,526 $ 881,292 $ 382,084 $ 8,115,902 

L I A B I L I T I E S 
Payables 

Accounts Payable $ 426,594 $ 3,327 $ - $ 429,921 
Accrued Liabilities 89,517 5,736 - 95,253 
Due to Other Funds 63,852 504,453 - 568,305 
Due to School Districts 955,701 - - 955,701 
Due to Other Governments 30,229 9,624 - 39,853 
Due to State Teachers' Retirement System 707,610 - - 707,610 
Due to Employees' Retirement System 197,425 - - 197,425 
State Aid Due to School Districts 3,623,781 - - 3,623,781 

Deferred Credits 
Deferred Revenues 5,308 - 5,308 

Total Liabilities 6,100,017 523,140 - 6,623,157 

FUND BALANCES 
Retricted Fund Balance 745,220 - 318,232 1,063,452 
Assigned Fund Balance 7,289 358,152 63,852 429,293 
Unassigned Fund Balance - - - -

Total Fund Balances 752,509 358,152 382,084 1,492,745 
Total Liabilities and Fund Balances $ 6,852,526 $ 881,292 s 382,084 $ 8,115,902 

See notes to financial statements. 16 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Statement of Revenues, Expenditures and Changes in Fund Balances-Governmental Funds 

For the Year Ended June 30, 2013 

Non-Major Total 
Special Capital Governmental 

General Aid Projects Funds 

R E V E N U E S 
Charges to Components $19,781,768 $ 284,725 $ $20,066,493 
Charges to Other BOCES 341,262 - - 341,262 
Charges to Non-Components - - - -
Interest and Earnings 1,913 - 319 2,232 
Miscellaneous 524,065 - - 524,065 
State Sources - 2,139,433 - 2,139,433 
Federal Sources - 381,148 - 381,148 

Total Revenues 20,649,008 2,805,306 319 23,454,633 

EXPENDITURES 
Administration 1,482,042 - - 1,482,042 
Career and Technical Education 5,233,692 173,427 5,407,119 
Instruction for the Handicapped 2,838,848 1,281,071 - 4,119,919 
Itinerant Services 1,763,929 - - 1,763,929 
General Instruction 1,190,810 616,468 - 1,807,278 
Instructional Support 3,060,525 593,094 - 3,653,619 
Other Services 4,048,875 - - 4,048,875 
Capital Outlay 21,301 - 520,106 541,407 

Total Expenditures 19,640,022 2,664,060 520,106 22,824,188 

Excess (Deficiency) of Revenues 
Over Expenditures 1,008,986 141,246 (519,787) 630,445 

O T H E R FINANCING SOURCES AND USES 
Interfund Transfers for Indirect Costs 123,234 - 123,234 
Proceeds from Debt - - -
Operating Transfers In (Out) (286,662) - 286,662 -
Reserve for Capital Equipment - - 90,156 90,156 
Refund of Surplus (1,074,794) - - (1,074,794) 

Total Other Sources (Uses) (1,238,222) - 376,818 (861,404) 

Excess of Revenues and Other Sources 
Over Expenditures and Other Uses (229,236) 141,246 (142,969) (230,959) 

Fund Balance, Beginning of Year 981,745 216,906 525,053 1,723,704 
Fund Balance, End of Year $ 752,509 $ 358,152 $382,084 $ 1,492,745 

See notes to financial statements. 17 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Statement o f Fiduciary Net Position-Fiduciary Funds 

June 30, 2013 

Agency 
ASSETS 

Cash $ 16,699,254 
Accounts Receivable 302,595 
Due from Governmental Funds 

Total Assets $ 17,001,849 

L I A B I L I T I E S 
Due to Health Insurance Consortium $ 14,354,656 
Due to Workers' Compensation Consortium 2,631,019 
Extraclassroom Activity Balances 5,563 
Other Liabilities 10,611 

Total Liabilities 17,001,849 

FUND BALANCES 
Reserve for Unemployment Insurance 
Reserve for Employee Benefit Accrued Liability 

Total Fund Balances 

NET POSITION $ 17,001,849 

See notes to financial statements. 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Reconciliation o f Governmental Funds Balance Sheet to Statement o f Net Position 

June 30, 2013 

Total Long-Term Reclass. Statement of 
Governmental Assets, and Net Position 

Funds Liabilities Eliminations Totals 
ASSETS 
Cash $ 1,627,430 $ $ - $ 1,627,430 
Due from Other Funds 568,305 - (568,305) -
Due from School Districts 1,499,641 - - 1,499,641 
Due from Other Governments - - -

Accounts Receivable 165,852 - - 165,852 
State and Federal Aid Receivable 4,254,674 - - 4,254,674 
Deferred Expenditures - - - -
Land, Buildings and Equipment (net) - 3,625,548 - 3,625,548 

Total Assets $ 8,115,902 $ 3,625,548 $ (568,305) $ 11,173,145 

L I A B I L I T I E S 
Accounts Payable $ 429,921 $ $ - $ 429,921 
Accrued Liabilities 95,253 - - 95,253 
Due to Other Funds 568,305 - (568,305) -

Due to School Districts 955,701 - - 955,701 
Due to Other Governments 39,853 - - 39,853 
Due to State Teachers' Retirement Sys. 707,610 - - 707,610 
Due to Employees' Retirement Sys. 197,425 - - 197,425 
State Aid Due to School Districts 3,623,781 - - 3,623,781 
Deferred Revenues 5,308 - - 5,308 
Compensated Absences Payable - 639,977 - 639,977 
Other Post Employment Benefits Pay. - 22,145,073 - 22,145,073 
Installment Purchase Debt Payable - - - -

Total Liabilities 6,623,157 22,785,050 (568,305) 28,839,902 

FUND BALANCES/NET POSITION 1,492,745 (19,159,502) _ (17,666,757) 
Total Liabilities and Fund 

Balances/Net Position $ 8,115,902 $ 3,625,548 $ (568,305) $ 11,173,145 

See notes to financial statements. 19 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Reconciliation o f Governmental Funds Balance Sheet to Statement of Net Position 

June 30, 2013 

Fund Balances-total governmental funds $ 1,492,745 
Amounts reported for governmental activities in 
the Statement of Net Position are different because: 

Capital assets used in governmental activities are not 
financial resources and therefore are not reported in 
the governmental funds 

8,683,321 
(5,057,773) 3,625,548 

Long-term liabilities are not due and payable in the current 
year and therefore are not reported in the governmental 
funds 

Governmental Capital Assets 
Less: Accumulated Depreciation 

Compensated Absences (639,977) 
Other Post Employment Benefits Payable (22,145,073) 
Installment Purchase Debt -_ (22,785,050) 

Net Position of Governmental Actitivies $(17,666,757) 

See notes to financial statements. 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Reconciliation o f Governmental Funds Revenues, Expenditures and Changes in Fund Balances to the 

Statement o f Activities 
For the Year Ended June 30, 2013 

Total Long-Term Reclass Statement of 
Governmental Assets, and Activities 

Funds Liabilities Eliminations Totals 

Revenues 
Charges to Other BOCES $ 341,262 $ $ $ 341,262 
Charges to Components 20,066,493 - (1,074,794) 18,991,699 
Charges to Non-Components - - - -
Interest and Earnings 2,232 - - 2,232 
Miscellaneous 524,065 (459) - 523,606 
State Sources 2,139,433 - - 2,139,433 
Federal Sources 381,148 - - 381,148 

Total Revenues 23,454,633 (459) (1,074,794) 22,379,380 

Expenditures/Expenses 
Administration 1,482,042 303,966 - 1,786,008 
Career and Technical Education 5,407,119 1,426,076 (92,702) 6,740,493 
Instruction for the Handicapped 4,119,919 1,018,830 (117,959) 5,020,790 
Itinerant Services 1,763,929 399,728 2,163,657 
General Instruction 1,807,278 364,863 (2,729) 2,169,412 
Instructional Support 3,653,619 385,290 4,038,909 
Other Services 4,048,875 381,946 - 4,430,821 
Unallocated Depreciation Expense - 125,016 - 125,016 
Capital Outlay 541,407 (492,236) - 49,171 

Total Expenditures 22,824,188 3,913,479 (213,390) 26,524,277 

Excess (Deficiency) of Revenues 
Over Expenditures 630,445 (3,913,938) (861,404) (4,144,897) 

Other Sources and Uses 
Interfund Transfers for Indirect Costs 123,234 - (123,234) 
Proceeds from Debt . . . 
Reserve for Capital Equipment 90,156 - (90,156) 
Refund of Surplus (1,074,794) -_ 1,074,794 

Total Other Sources (Uses) (861,404) - 861,404 

Net Change for the Year $ (230,959) $ (3,913,938) $ $ (4,144,897) 

See notes to financial statements. 21 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Reconciliation o f Governmental Funds Revenues, Expenditures and Changes in Fund Balances to the 

Statement o f Activities 
For the Year Ended June 30, 2013 

Amounts reported for governmental activities in 
the Statement of Activities are different because: 

Governmental funds report capital outlays as expenditures. However, 
in the Statement of Activities, the cost of those assets is depreciated 
over their estimated useful lives: 

Expenditures for capital assets 538,614 
Less: current year depreciation (196,614) 342,000 

When recognizing the disposal of capital assets, the governmental hands 
report the total proceeds of the sale. Only the gain or loss on the 
sale is reported on the Statement of Net Position (459) 

Installment purchase debt proceeds provide current financial resources 
to governmental funds, but issuing debt increases long-term liabilities 
in the Statement of Net Position. Repayment of installment purchase 
debt is an expenditure in the governmental funds, but the repayment 
reduces long-term liabilities in the Statement of Net Position 

Repayment of installment purchase debt 

Compensated absences and other post employment benefits in the 
Statement of Activities do not require the use of current financial 
resources and are therefore not reported as expenditures in 
governmental funds 

Compensated absences 72,774 

Net Change in Fund Balances-total governmental funds $ (230,959) 

Other post employment benefits (4,328,255) (4,255,481) 

Change in Net Position of Governmental Actitivies $ (4,144,897) 

See notes to financial statements. 22 



Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements 

June 30, 2013 

Note 1 - Summary of certain significant accounting policies: 

The financial statements of the Franklin-Essex-Hamilton BOCES (the "BOCES") have been 
prepared in conformity with generally accepted accounting principles (GAAP) as apply to governmental 
units. Those principles are prescribed by the Governmental Accounting Standards Board (GASB), which 
is the accepted standard-setting body for establishing governmental accounting and financial reporting 
principles. 

Significant accounting principles and policies utilized by the BOCES are described below: 

A) Reporting entity: 

BOCES are organized under §1950 of the New York State Education Law. A BOCES Board 
is considered a corporate body. Members of a BOCES Board are nominated and elected by their 
component member boards in accordance with provisions of §1950 of the New York State 
Education Law. A l l BOCES property is held by the BOCES Board as a corporation (§1950(6)). 
In addition, BOCES Boards also are considered municipal corporations to permit them to contract 
with other municipalities on a cooperative basis under § 119-n(a) of the New York State General 
Municipal Law. 

A BOCES' budget is comprised of separate budgets for administrative, program and capital 
costs. Each component district's share of administrative and capital cost is determined by 
resident public school district enrollment, as defined in the New York State Education Law, 
§1950(4)(b)(7). In addition, component districts pay tuition or a service fee for programs in which 
its students participate. 

The accompanying financial statements present the activities of the BOCES. The BOCES is 
not a component unit of another reporting entity. The decision to include a potential component 
unit in the BOCES' reporting entity is based on several criteria, including legal standing, fiscal 
dependency, and financial accountability. Based on the application of these criteria, the 
following is a brief description of certain entities included in the BOCES reporting entity. 

i) Extraclassroom Activity Funds 

The Extraclassroom Activity Funds of the BOCES represent funds of the students of the 
BOCES. The Board of Education exercises general oversight of these funds. The 
Extraclassroom Activity Funds are independent of the BOCES with respect to its financial 
transactions and the designation of student management. Separate audited financial statements 
(cash basis) of the Extraclassroom Activity Funds can be found at the BOCES business office. 
The BOCES accounts for assets held as an agent for various student organizations in an agency 
fund. 

B) Basis of presentation: 

i) BOCES-wide statements: 

The Statement of Net Position and the Statement of Activities present financial 
information about the BOCES governmental activities. These statements include the 
financial activities of the overall government in its entirety, except those that are fiduciary. 
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Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements 

June 30, 2013 

Eliminations have been made to minimize the double counting of internal transactions. 
Governmental activities generally are financed through component school districts, State aid, 
intergovernmental revenues, and other exchange and nonexchange transactions. Operating 
grants include operating-specific and discretionary (either operating or capital) grants, while 
the capital grants column reflects capital-specific grants. 

The Statement of Activities presents a comparison between program expenses and 
revenues for each function of the BOCES governmental activities. Direct expenses are those 
that are specifically associated with and are clearly identifiable to a particular function. 
Indirect expenses, principally employee benefits, are allocated to functional areas in 
proportion to payroll expended for those areas. Program revenues include charges paid by the 
recipients of goods or services offered by the programs, and grants and contributions that are 
restricted to meeting the operational or capital requirements of a particular program. 
Revenues that are not classified as program revenues are presented as general revenues. 

ii) Fund financial statements: 

The fund statements provide information about the BOCES' funds, including fiduciary 
funds. Separate statements for each fund category (governmental and fiduciary) are 
presented. The emphasis of fund financial statements is on major governmental funds, each 
displayed in a separate column. A l l remaining governmental funds are aggregated and 
reported as non-major funds. 

The BOCES reports the following major governmental funds: 

General Fund: This is the BOCES' primary operating fund. It accounts for all financial 
transactions that are not required to be accounted for in another fund. 

Special Revenue Funds: These funds account for the proceeds of specific revenue sources, 
such as Federal and State grants, that are legally restricted to expenditures for specified 
purposes and other activities whose funds are restricted as to use. These legal restrictions 
may be imposed either by governments that provide the funds, or by outside parties. 

The District reports the following fiduciary funds: 

Fiduciary Funds 

Fiduciary activities are those in which the BOCES acts as trustee or agent for resources that 
belong to others. These activities are not included in the BOCES-wide financial statements, 
because their resources do not belong to the BOCES, and are not available to be used. The 
BOCES has type of fiduciary funds as follows: 

Agency funds: These funds are strictly custodial in nature and do not involve the 
measurement of results of operations. Assets are held by the BOCES as agent for various 
student groups or extra classroom activity funds and for payroll or employee withholding. 
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Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements 

June 30, 2013 

C) Measurement focus and basis of accounting: 

The BOCES-wide and fiduciary fund financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting. Revenues are recorded when 
earned and expenses are recorded at the time liabilities are incurred, regardless of when the 
related cash transaction takes place. Nonexchange transactions, in which the BOCES gives or 
receives value without directly receiving or giving equal value in exchange, include grants and 
donations. Billings are made to the component school districts and revenue is recognized in the 
year of service. Revenue from grants and donations is recognized in the fiscal year in which all 
eligibility requirements have been satisfied. 

The governmental fund statements are reported using the current financial resources 
measurement focus and the modified accrual basis of accounting. Under this method, revenues 
are recognized when measurable and available. The BOCES considers all revenues reported in 
the governmental funds to be available i f the revenues are collected within 90 days after the end 
of the fiscal year. 

Expenditures are recorded when the related fund liability is incurred, except for principal and 
interest on general long-term debt, claims and judgments, and compensated absences, which are 
recognized as expenditures to the extent they have matured. General capital asset acquisitions are 
reported as expenditures in governmental funds. Proceeds of general long-term debt and 
acquisitions under capital leases are reported as other financing sources. 

D) Cash and investments: 

The BOCES' cash and cash equivalents consist of cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition. 

New York State law governs the BOCES' investment policies. Resources must be deposited 
in FDIC-insured commercial banks or trust companies located within the State. Permissible 
investments include obligations of the United States Treasury, United States Agencies, 
repurchase agreements and obligations of New York State or its localities. 

Collateral is required for demand and time deposits and certificates of deposit not covered by 
FDIC insurance. Obligations that may be pledged as collateral are obligations of the United 
States and its agencies and obligations of the State and its municipalities and Districts. 

Investments are stated at fair value. 

E) Accounts receivable: 

Accounts receivable are shown gross, with uncollectible amounts recognized under the direct 
write-off method. No allowance for uncollectible accounts has been provided since it is believed 
that such allowance would not be material. 
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Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements 

June 30, 2013 

F) Due to/from other funds: 

The operations of the BOCES include transactions between funds. These transactions may be 
temporary in nature, such as with interfund borrowings. The BOCES typically loans resources 
between funds for the purpose of providing cash flow. These interfund receivables and payables 
are expected to be repaid within one year. Permanent transfers of funds include the transfer of 
expenditure and revenues to provide financing or other services. 

In the BOCES-wide statements, the amounts reported on the Statement of Net Position for 
interfund receivable and payables represent amounts due between different fund types 
(governmental activities and fiduciary funds). Eliminations have been made for all interfund 
receivables and payables between the funds, with the exception of those due from or to the 
fiduciary funds. 

The governmental funds report all interfund transactions as originally recorded. Interfund 
receivables and payables may be netted on the accompanying governmental funds balance sheet 
when it is the BOCES' practice to settle these amounts at a net balance based upon the right of 
legal offset. 

Refer to Note 7 for a detailed disclosure by individual fund for interfund receivables, 
payables, expenditures and revenues activity. 

G) Capital assets: 

Capital assets are reported at actual cost for acquisitions, 
estimated fair market value at the time received. 

Donated assets are reported at 

Capitalization thresholds (the dollar value above which asset acquisitions are added to the 
capital asset accounts), depreciation methods, and estimated useful lives of capital assets reported 
in the BOCES-wide statements are as follows: 

Capitalization 
Threshold 

Depreciation 
Method 

Estimated 
Useful Life 

Buildings 
Building improvements 
Furniture and equipment 

0 Straight-line 50 Years 
0 Straight-line 50 Years 

5,000 Straight-line 5-20 Years 

H) Vested employee benefits: 

Compensated absences 

Compensated absences consist of unpaid accumulated sick leave, vacation and sabbatical 
time. 
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Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements 

June 30, 2013 

Sick leave eligibility and accumulation is specified in negotiated labor contracts, and in 
individual employment contracts. Sick leave use is based on a last-in first-out (LIFO) basis. 
Upon retirement, resignation or death, employees may contractually receive a payment based on 
unused accumulated sick leave. 

BOCES employees are granted vacation in varying amounts, based primarily on length of 
service and service position. Some earned benefits may be forfeited i f not taken within varying 
time periods. 

Consistent with GASB Statement 16, Accounting for Compensated Absences, the liability 
has been calculated using the vesting/termination method and an accrual for that liability is 
included in the BOCES-wide financial statements. The compensated absences liability is 
calculated based on the pay rates in effect at year-end. 

In the funds statements only the amount of the matured liabilities is accrued within the 
General Fund based upon expendable and available future resources. These amounts are expensed 
on a pay-as-you go basis. 

I) Other benefits: 

BOCES employees participate in the New York State Employees' Retirement System and the 
New York State Teachers' Retirement System. 

In addition to providing pension benefits, the BOCES provides health insurance coverage and 
survivor benefits for retired employees and their survivors in accordance with the provision of 
various employment contracts in effect at the time of retirement. Substantially all of the BOCES' 
employees may become eligible for these benefits i f they reach normal retirement age while 
working for the BOCES. Health care benefits are provided through plans whose premiums are 
based on the benefits paid during the year. The BOCES recognizes the cost of providing health 
insurance by recording its share of insurance premiums as an expenditure. 

J) Budgetary procedures and budgetary accounting: 

The budget policies are as follows: 

a) Section 1950 of the Education Law requires adoption of a final budget by no later than 
May 15, of the ensuing year. 

b) BOCES administration prepares a proposed administrative, capital and program budget, 
as applicable, for approval by members of the BOCES board for the general fund. 

c) Appropriations for educational services are adopted at the program line item level. 

d) A tentative administrative budget is provided to the component districts for adoption by 
resolution. Approval of the tentative administrative budget requires the approval of a 
majority of the component school boards actually voting. During the current year, the 
administrative budget was approved by a majority of its voting component school 
boards. 
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Notes to Financial Statements 

June 30, 2013 

e) Appropriations established by the adoption of the budget constitute a limitation on 
expenditures (and encumbrances), which may be incurred. Appropriations lapse at the 
end of the fiscal year unless expended or encumbered. Encumbrances will lapse i f not 
expended in the subsequent year. Appropriations authorized for the current year are 
increased by the planned use of specific reserves, and budget amendments approved by 
the Board as a result of selected new revenue sources not included in the original budget 
(when permitted by law). The BOCES board can approve supplemental appropriations 
based upon requests for additional services and surplus revenues. 

The following supplemental appropriations occurred during the year: 

Program 

Administration 
Capital 
Career and Technical Educ. 
Instruction for Handicapped 
Itinerant Services 
General Instruction 
Instructional Support 
Other Services 

Total 

Original 
Budget 

1,600,062 
308,624 

5,254,930 
3,283,354 
1,985,804 
1,082,349 
3,231,109 
3,862,949 

$ 20,609,181 

Revision Purpose 

Expenditures 
Expenditures 
Expenditures 
Expenditures 
Expenditures 
Expenditures 
Expenditures 
Expenditures 

Revision 
Amount 

117,490 
62,767 

305,099 

Revised 
Budget 

1,600,062 
308,624 

5,254,930 
3,283,354 
1,985,804 
1,199,839 
3,293,876 
4,168,048 

$ 485,356 $ 21,094,537 

Budgets are adopted annually on a basis consistent with GAAP. Appropriations 
authorized for the year are increased by the amount of encumbrances carried forward from the 
prior year. 

The budget and actual comparison for the Special Revenue Funds (if any) reflects budgeted 
and actual amounts only for funds with legally authorized (appropriated) budgets. 

Encumbrances 

Encumbrance accounting is used for budget control and monitoring purposes and is reported 
as a part of the governmental funds. Under this method, purchase orders, contracts and other 
commitments for the expenditure of monies are recorded to reserve applicable appropriations. 
Outstanding encumbrances as of year-end are presented as reservations of fund balance and do 
not represent expenditures or liabilities. These commitments wil l be honored in the subsequent 
period. Related expenditures are recognized at that time, as the liability is incurred or the 
commitment is paid. 

K) Deferred revenue: 

Deferred revenues are reported when potential revenues do not meet both the measurable and 
available criteria for recognition in the current period. Deferred revenues also arise when 
resources are received by the BOCES before it has legal claim to them, as when grant monies are 
received prior to the incidence of qualifying expenditures. In subsequent periods, when both 
recognition criteria are met, or when the BOCES has legal claim to the resources, the liability for 
deferred revenues is removed and revenues are recorded. 
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Many deferred revenues recorded in governmental funds are not recorded in the District-
wide statements. 

L) Restricted resources: 

When an expense is incurred for purposes for which both restricted and unrestricted net 
positions are available, the District's policy concerning which to apply first varies with the 
intended use, and with associated legal requirements, many of which are described elsewhere in 
these Notes. 

M) Equity classifications: 

BOCES-wide statements: 

In the BOCES-wide statements there are three classes of net positions: 

Invested in capital assets, net of related debt - consists of net capital assets (cost less accumulated 
depreciation) reduced by outstanding balances of related debt obligations from the acquisition, 
construction or improvements of those assets. 

Restricted net positions - reports net positions when constraints placed on the assets are either 
externally imposed by creditors (such as through debt covenants), grantors, contributors, or laws 
or regulations of other governments, or imposed by law through constitutional provisions or 
enabling legislation. 

Unrestricted net positions - reports all other net positions that do not meet the definition of the 
above two classifications and are deemed to be available for general use by the BOCES. 

Fund statements: 

Beginning with fiscal year 2010, the District implemented GASB Statement 54 "Fund Balance 
Reporting and Governmental Fund Type Definitions". This Statement provides more clearly 
defined fund balance categories to make the nature and extent of the constraints placed on a 
government's fund balance more transparent. The following classifications describe the relative 
strength of the spending constraints placed on the purposes for which resources can be used: 

• Nonspendable fund balance—amounts that are not in a spendable form (such as inventory) or 
are required to be maintained intact; 

• Restricted fund balance—amounts constrained to specific purposes by their providers (such 
as grantors, bondholders, and higher levels of government), through constitutional provisions, 
or by enabling legislation; 

• Committed fund balance—amounts constrained to specific purposes by a government itself, 
using its highest level of decision-making authority; to be reported as committed, amounts 
cannot be used for any other purpose unless the government takes the same highest level 
action to remove or change the constraint; 

• Assigned fund balance—amounts a government intends to use for a specific purpose; intent 
can be expressed by the governing body or by an official or body to which the governing 
body delegates the authority; 

• Unassigned fund balance—amounts that are available for any purpose; positive amounts are 
reported only in the general fund. 
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Following is a breakdown of fund balances reported on the balance sheet: 

Special Capital 
General Aid Projects Total 

Restricted for: 
EBALR $ 185,387 $ - $ - $ 185,387 
Retirement 116,905 - - 116,905 
Unemployment Insurance 442,928 - 442,928 
Advanced Technical Equip. - 318,232 318,232 

Assigned: 
Administration . . . 
Career and Technical Education 841 - - 841 
Instruction for the Handicapped 29 - - 29 
Itinerant 
General Instruction . . . 
Instructional Support 6,419 - - 6,419 
Other Services . . . 
Capital Projects - 63,852 63,852 
Special Aid 358,152 358,152 

$ 752,509 $358,152 $382,084 $ 1,492,745 

Fund balance reserves are created to satisfy legal restrictions, plan for future expenditures or 
relate to resources not available for general use or appropriation. The following reserve funds are 
available to school districts within the State of New York. These reserve funds are established 
through Board action or voter approval and a separate identity must be maintained for each 
reserve. Earnings on the invested resources become a part of the respective reserve funds; 
however, separate bank accounts are not necessary for each reserve fund. Fund balance reserves 
currently in use by the District include the following: 

Occupational Education Instructional Equipment Reserve 

Occupational Education Instructional Equipment Reserve (Education Law §1950[4]ee) is 
used to finance all or part of the cost of the replacement and purchase of advanced technology 
equipment used in instructional programs. The creation of an occupational education 
instructional equipment reserve fund is created by resolution of the governing board and approval 
of the majority of school districts participating in the instructional program of the BOCES. The 
reserve is used to purchase advanced technology equipment for instructional programs conducted 
by the BOCES. This reserve is accounted for in the Capital Fund. 
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Unemployment Insurance Reserve 

Unemployment Insurance Reserve (GML §6-m) is used to pay the cost of reimbursement to 
the State Unemployment Insurance Fund for payments made to claimants where the employer has 
elected to use the benefit reimbursement method. The reserve may be established by Board 
action and is funded by budgetary appropriations and such other funds as may be legally 
appropriated. Within sixty days after the end of any fiscal year, excess amounts may either be 
transferred to another reserve or the excess applied to the appropriations of the next succeeding 
fiscal year's budget. I f the District elects to convert to tax (contribution) basis, excess resources 
in the fund over the sum sufficient to pay pending claims may be transferred to any other reserve 
fund. This reserve is accounted for in the General Fund. 

Reserve for Encumbrances 

Reserve for Encumbrances represents the amount of outstanding encumbrances at the end of 
the fiscal year. 

Employee Benefit Accrued Liability Reserve 

Reserve for Employee Benefit Accrued Liability (GML §6-p) is used to reserve funds for the 
payment of accrued employee benefits due an employee upon termination of the employee's 
service. This reserve may be established by a majority vote of the Board and is funded by 
budgetary appropriations and such other reserves and funds that may be legally appropriated. 
The reserve is accounted for in the General Fund. 

Retirement Contribution Reserve 

Retirement Contribution Reserve (GML §6-r) is used to fund employer contributions; i.e. any 
portion of the amount payable by an eligible school district to the NY State and Local 
Employees' Retirement System but not TRS. The reserve may be established by Board action, 
and is funded by budgetary appropriations and such other funds as may be legally appropriated; 
revenue not restricted by law to be paid to another fund or account, or transfers from Tax 
Certiorari, Capital or Repair Reserves. This reserve is accounted for in the General Fund. 

Beginning with fiscal year 2013, the BOCES implemented GASB Statement 63 "Financial 
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position". 
This Statement provides financial reporting guidance for deferred outflows of resources and 
deferred inflows of resources, and it amends the net asset reporting provisions of GASB 34 by 
incorporating deferred inflows and outflows into the definitions of the residual measure and by 
renaming that measure as net position, rather than net assets. 

N) Accrued liabilities and long-term obligations: 

Payables, accrued liabilities and long-term obligations are reported in the BOCES-wide financial 
statements. In the governmental funds, payables and accrued liabilities are paid in a timely 
manner and in full from current financial resources. Claims and judgments, and compensated 
absences that will be paid from governmental funds, are reported as a liability in the funds 
financial statements only to the extent that they are due for payment in the current year. Bonds 
and other long-term obligations that wil l be paid from governmental funds are recognized as a 
liability in the fund financial statements when due. 
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Long-term obligations represent the BOCES' future obligations or future economic outflows. The 
liabilities are reported as due in one year or due within more than one year in the Statement of 
Net Positions. 

O) New Accounting Standards 

The BOCES has adopted all current Statements of the Governmental Accounting Standards 
Board (GASB) that are applicable. At June 30, 2013, the BOCES implemented the following new 
standard issued by the GASB: 

GASB Statement 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows 
of Resources, and Net Position. 

GASB 63 provides financial reporting guidance for deferred outflows of resources and deferred 
inflows of resources, and amends the net asset reporting provisions of GASB 34 by incorporating 
deferred inflows and outflows into the definition of the residual measure and by renaming the 
measure as net position, rather than net assets. 

P) Subsequent Events 

Subsequent events have been evaluated through October 17, 2013, which is the date that the 
financial statements are available to be issued. 

Note 2 - Explanation of certain differences between governmental fund statements  
and BOCES-wide statements: 

Due to the differences in the measurement focus and basis of accounting used in the 
governmental fund statements and the BOCES-wide statements, certain financial transactions are treated 
differently. The basic financial statements contain a full reconciliation of these items. 

The differences result primarily from the economic focus of the Statement of Activities, compared with 
the current financial resources focus of the governmental funds. 

A) Total fund balances of governmental funds vs. net positions of governmental activities: 

Total fund balances of the BOCES' governmental funds differ from "net positions" of 
governmental activities reported in the Statement of Net Position. This difference primarily 
results from the additional long-term economic focus of the Statement of Net Position versus the 
solely current financial resources focus of the governmental fund Balance Sheets. 
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B) Statement of Revenues, Expenditures and Changes in Fund Balance vs. Statement of Activities: 

Differences between the governmental funds Statement of Revenues, Expenditures and 
Changes in Fund Balance and the Statement of Activities fall into one of three broad categories. 
The amounts shown below represent: 

i) Long-term revenue differences: 

Long-term revenue differences arise because governmental funds report revenues 
only when they are considered "available", whereas the Statement of Activities reports 
revenues when earned. Differences in long-term expenses arise because governmental 
funds report on a modified accrual basis, whereas the accrual basis of accounting is used 
on the Statement of Activities. 

ii) Capital related differences: 

Capital related differences include the difference between proceeds for the sale of 
capital assets reported on governmental fund statements and the gain or loss on the sale 
of assets as reported on the Statement of Activities, and the difference between recording 
an expenditure for the purchase of capital items in the governmental fund statements and 
depreciation expense on those items as recorded in the Statement of Activities. 

iii) Long-term debt transaction differences: 

Long-term debt transaction differences occur because both interest and principal 
payments are recorded as expenditures in the governmental fund statements, whereas 
interest payments are recorded in the Statement of Activities as incurred, and principal 
payments are recorded as a reduction of liabilities in the Statement of Net Position. 

Note 3 -Custodial credit, concentration of credit, interest rate and foreign currency risks: 

Custodial credit risk is the risk that in the event of a bank failure, the BOCES' deposits may not 
be returned to it. While the BOCES does not have a specific policy for custodial credit risk, New York 
State statues govern the BOCES' investment policies, as discussed previously in these Notes. 
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Note 4 - Capital assets: 

Capital asset balances and activity for the year ended June 30, 2013 were as 
follows: 

Beginning 
Balance Additions 

Retirements/ 
Reclass. 

Ending 
Balance 

Governmental Activities: 
Capital assets that are not depreciated 

Land 
Construction in progress 

$ 38,001 $ $ $ 38,001 

Total nondepreciable historical cost 38,001 - - 38,001 

Capital assets that are depreciated: 
Buildings 
Furniture and equipment 
Total depreciable historical cost 

6,250,783 
2,049,405 
8,300,188 

467,701 
70,913 

538,614 
(193,482) 
(193,482) 

6,718,484 
1,926,836 
8,645,320 

Less: accumulated depreciation 
Buildings 
Furniture and equipment 

3,405,907 
1,648,277 

125,016 
71,598 (193,025) 

3,530,923 
1,526,850 

Total accumulated depreciation 5,054,184 196,614 (193,025) 5,057,773 

Total depreciable historical cost, net $ 3,284,005 $ 342,000 $ (457) $ 3,625,548 

Depreciation expense was charged to governmental functions as follows: 

Administration $ 6,612 
Career and Technical Education 15,101 
Instruction for the Handicapped 13,167 
Itinerant Services 610 
General Instruction 6,217 
Instructional Support 27,023 
Other Services 2,867 
Depreciation not charged to a specific function 125,016 

$ 196,614 
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Note 5 - Short-term debt: 

The BOCES may issue Revenue Anticipation Notes in anticipation of the receipt of revenues. 
These notes are recorded as a liability of the fund that wi l l actually receive the proceeds from the issuance 
of the notes. The RANs represent a liability that will be extinguished by the use of expendable, available 
resources of the fund. 

The BOCES may issue budget notes up to an amount not to exceed 5% of the amount of the 
annual budget during any fiscal year for expenditures for which an insufficient or no provision is made in 
the annual budget. The budget note must be repaid no later than the close of the second fiscal year 
succeeding the year in which the note was issued. 

The BOCES may issue Bond Anticipation Notes, in anticipation of proceeds from the subsequent 
sale of bonds. These notes are recorded as current liabilities of the funds that wil l actually receive the 
proceeds from the issuance of bonds. State law requires that BANs issued for capital purposes be 
converted to long-term financing within five years after the original issue date. 

There was no short-term debt activity during the year. 

Note 6- Long-term debt: 

Long-term liability balances and activity for the year are summarized below: 

Government activities: 
General obligation debt: 
Lease-purchase obligations 

Amounts 
Beginning Ending Due Within 

Balance Issued Redeemed Balance One Year 

Other liabilities: 
Compensated absences 712,751 -_ 72,774 639,977  

Total long-term liabilities $ 712,751 _$ -_ $ 72,774 $ 639,977 _$ 
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Note 7- Interfund balances and activity: 

Interfund Interfund 
Receivable Payable Revenues Expenditures 

General Fund 
Capital Fund 
Special Aid Fund 

$ 504,453 
63,852 

$ 63,852 

504,453 

$ 

Total governmental activities 568,305 568,305 -

Fiduciary _ _ _ 

$ 568,305 S 568,305 S - $ 

Interfund receivables and payables, other than between governmental activities and fiduciary 
funds, are eliminated on the Statement of Net Positions. 

The BOCES typically transfers from the General Fund to the Capital Fund, to cover capital 
improvement expenditures. 

The BOCES typically loans resources between funds for the purpose of mitigating the effects of 
transient cash flow issues. 

All interfund payables are expected to be repaid within one year. 

Note 8 - Pension plans: 

General information: 

The BOCES participates in the New York State Teachers' Retirement System (NYSTRS) and the 
New York State Employees' Retirement System (NYSERS). These are cost-sharing multiple employer 
public employee retirement systems. The Systems offer a wide range of plans and benefits, which are 
related to years of service and final average salary, vesting of retirement benefits, death, and disability. 

Provisions and administration: 

The New York State Teachers' Retirement Board administers NYSTRS. The System provides 
benefits to plan members and beneficiaries as authorized by the Education Law and the Retirement and 
Social Security Law of the State of New York. NYSTRS issues a publicly available financial report that 
contains financial statements and required supplementary information for the System. The report may be 
obtained by writing to NYSTRS, 10 Corporate Woods Drive, Albany, New York 12211-2395. 
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NYSERS provides retirement benefits as well as death and disability benefits. New York State 
Retirement and Social Security Law governs obligations of employers and employees to contribute and 
benefits to employees. The System issues a publicly available financial report that includes financial 
statements and required supplementary information. That report may be obtained by writing to NYSERS, 
Governor Alfred E. Smith State Office Building, Albany, New York 12244. 

Funding policies: 

The Systems are noncontributory, except for employees who joined the Systems after July 27, 
1976, who contribute 3% of their salary, except that employees in the Systems more than ten years are no 
longer required to contribute. For NYSERS, the Comptroller certifies the rates expressed as proportions 
of members' payroll annually, which are used in computing the contributions required to be made by 
employers to the pension accumulation fund. Pursuant to Article 11 of the Education Law, the New York 
State Teachers' Retirement Board establishes rates annually for NYSTRS. 

The BOCES is required to contribute at an actuarially determined rate. The BOCES 
contributions made to the Systems were equal to 100% of the contributions required for each year. The 
required contributions for the current year and two preceding years were: 

NYSTRS NYSERS 
2012-2013 $747,973 $472,933 
2011-2012 630,366 350,990 
2010-2011 448,811 301,362 

Since 1989, the NYSERS billings have been based on Chapter 62 of the Laws of 1989 of the 
State of New York. This legislation requires participating employers to make payments on a current 
basis, while amortizing existing unpaid amounts relating to the System's fiscal years ending March 31, 
1988 and 1989 over a 17-year period, with an 8.75% interest factor added. Local governments were 
given the option to prepay this liability. The BOCES elected to make the full payment on December 15, 
1989. 

The State Legislature authorized local governments to make available retirement incentive 
programs. Management elected not to participate in these programs. 
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Note 9 - Post-employment (health insurance) benefits: 

The BOCES provides post employment health insurance coverage to retired employees in 
accordance with provisions of various employment contracts. The benefit levels, employee contributions 
and employer contributions are governed by the BOCES' contractual agreements. 

The BOCES implemented GASB Statement #45, Accounting and Financial Reporting by employers for 
Post-employment Benefits Other than Pensions, in the school year ended June 30, 2013. This required 
the BOCES to calculate and record a net other post-employment benefit obligation at year-end. The net 
other post-employment benefit obligation is basically the cumulative difference between the actuarially 
required contribution and the actual contributions made. 

Currently, no retired employees have elected to use accumulated sick pay to finance health insurance 
payments under the BOCES' group plans. 

The BOCES recognizes the cost of providing health insurance annually as expenditures in the General 
Fund of the funds financial statements as payments are made. For the year ended June 30, 2013 the 
BOCES recognized $802,193 for its share of insurance premiums for currently enrolled retirees. 

The BOCES has obtained an actuarial valuation report as of June 30, 2013, which indicates that the total 
liability for other post employment benefits is $22,145,073, which is reflected in the Statement of Net 
Positions. 

Plan Description: 

For its employee health insurance coverage, the BOCES is a participant in the Franklin-Essex-Hamilton 
School District's Health Insurance Consortium, a public entity non-risk pool operated for the benefit of 
nine individual governmental units located within the Franklin, Essex, and Hamilton Counties. The 
BOCES pay an annual premium to the Plan for this health insurance coverage. The Franklin-Essex-
Hamilton Health Insurance Consortium is considered a self-sustaining risk pool that wil l provide 
coverage for its members per insured event. The Franklin-Essex-Hamilton School District's Health 
Insurance Consortium obtains independent coverage for insured events in excess of the $125,000 per 
calendar year and the Franklin-Essex-Hamilton BOCES has essentially transferred all related risk to the 
Franklin-Essex-Hamilton School District's Health Insurance Consortium. 
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Funding Policy: 

The contribution requirements of plan members and the BOCES are established by the Board of 
Education. The contribution requirements are based on the BOCES' contractual agreements. The plan is 
self-insured and based on projected pay-as-you-go financing requirements, with an additional amount to 
prefund benefits as may be determined annually by the Board. For the fiscal year 2013 the BOCES 
contributed $1,258,974 to the plan. Plan members receiving benefits are not required to contribute 
towards the premiums in accordance with contractual agreements. 

Annual OPEB Cost and Net OPEB Obligation: 

The District's annual other post-employment benefit (OPEB) cost (expense) is calculated based on the 
annual required contribution of the employer (ARC), an amount actuarially determined in accordance 
with the parameters of GASB Statement 45. The ARC represents a level of funding that, i f paid on an 
ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial liabilities 
(or funding excess) over a period not to exceed thirty years. 

The following table shows the components of the District's annual OPEB cost for the year, the amount 
actually contributed to the plan, and changes in the District's net OPEB obligation to the health insurance 
plan: 

Annual Required Contribution (ARC) $ 5,946,433 
Interest on Net OPEB Obligation 712,673 
Adjustment to Annual Required Contribution (1,071,877) 

Annual OPEB cost (expense) 5,587,229 

Contribution made (1,258,974) 
Increase in OPEB obligation 4,328,255 

Net OPEB obligation-beginning of year 17,816,818 
Net OPEB obligation-end of year $ 22,145,073 
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The District's annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and the net 
OPEB obligation for 2013 and the two preceding years were as follows: 

Fical Year End 
6/30/13 
6/30/12 
6/30/11 

Annual 
OPEB Cost 
$5,587,229 
$5,951,626 
$5,652,508 

Percentage of 
Annual OPEB Cost 

Contributed 
22.53% 
21.35% 
19.36% 

Net OPEB 
Obligation 

$22,145,073 
$17,816,818 
$13,135,771 

Funded Status and Funding Progress. 

As of June 30 2013, the most recent actuarial valuation date, the plan was not funded. The actuarial 
accrued liability for benefits was $55,785,329 and the actuarial value of assets was $0, resulting in an 
unfunded actuarial accrued liability (UAAL) of $55,785,329. The covered payroll (annual payroll of 
active employees covered by the plan) was $7,545,597 and the ratio of the UAAL to the covered payroll 
was 739%. 

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and 
assumptions about the probability of occurrence of events far into the future. Examples include 
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined 
regarding the funded status of the plan and the annual required contributions of the employer are subject 
to continual revision as actual results are compared with past expectations and new estimates are made 
about the future. 

Actuarial Methods and Assumptions. 

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as 
understood by the employer and the plan members) and include the types of benefits provided at the time 
of each valuation and the historical pattern of sharing of benefit costs between the employer and plan 
members to that point. The actuarial methods and assumptions used include techniques that are designed 
to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial value of 
assets, consistent with the long-term perspective of the calculations. 

In the July 1, 2012, actuarial valuation, the projected unit credit method was used. The actuarial 
assumptions included an annual healthcare cost trend rate of 7% initially, decreased to 6.5% in the fifth 
year, and then reduced by decrements to an averaged rate of 5.44 over 8 years. Rates included a 2.9% 
inflation assumption. The actuarial value of assets was determined using techniques that spread the effects 
of short-term volatility in the market value of investments over a 30-year period. The U A A L is being 
amortized as a level percentage of projected payroll on a closed basis. The remaining amortization period 
at June 30, 2013, was 26 years. 
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Note 10 - Risk management: 

The BOCES is exposed to various risks of loss related to torts, theft, damage, injuries, errors and 
omissions, natural disasters, and other risks. These risks are covered by commercial insurance purchased 
from independent third parties. Settled claims from these risks have not exceeded commercial insurance 
coverage for the past two years. 

The BOCES participates in the Franklin-Essex-Hamilton School District Workers' Compensation 
Insurance Consortium, a risk-sharing pool, to insure Workers' Compensation claims. This is a public 
entity risk pool created under Article 5 of the Workers' Compensation Law, to finance liability and risks 
related to Workers' Compensation claims. The BOCES' share of the liability for unbilled and open 
claims is $770,865. 

Note 11 - Contingencies and commitments: 

The BOCES has received grants, which are subject to audit by agencies of the State and Federal 
governments. Such audits may result in disallowances and a request for a return of funds. Based on prior 
years' experience, the BOCES' administration believes disallowances, i f any, wi l l be immaterial. 

Note 12 - Use of estimates: 

The preparation of financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the 
date of the financial statements and the reported revenues and expenses during the reporting period. 
Actual results could differ from those estimates. Estimates and assumptions are made in a variety of 
areas, including computation of encumbrances, compensated absences, potential contingent liabilities and 
useful lives of long-lived assets. 
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General Fund 

Budget Variance 
(Amended) Actual Fav. - (Unf.) 

Revenues 
Charges to Components $ 19,750,167 $ 19,781,768 $ 31,601 
Charges to Other BOCES 341,262 341,262 -
Charges to Non-Components - - -
Interest and Earnings 6,500 1,913 (4,587) 
Miscellaneous 984,382 524,065 (460,317) 

Total Revenues 21,082,311 20,649,008 (433,303) 

Expenditures 
Administration 1,604,905 1,482,042 122,863 
Capital Outlay 21,962 21,301 661 
Career and Technical Education 5,278,966 5,233,692 45,274 
Instruction for the Handicapped 3,270,699 2,838,848 431,851 
Itinerant Services 1,943,965 1,763,929 180,036 
General Instruction 1,271,796 1,190,810 80,986 
Instructional Support 3,347,745 3,060,525 287,220 
Other Services 4,173,156 4,048,875 124,281 

Total Expenditures 20,913,194 19,640,022 1,273,172 

Excess of Revenues over Expenditures 169,117 1,008,986 839,869 

Other Sources and Uses 
Interfund Revenues for Indirect Cost 117,544 123,234 5,690 
Operations Transfer (Out) (286,662) (286,662) -
Refund of Surplus - (1,074,794) (1,074,794) 

Total Other Sources and Uses (169,118) (1,238,222) (1,069,104) 

Excess of Revenues and Other Sources Over 
Expenditures and Other Uses (1) (229,236) $ (229,235) 

Fund Balance, Beginning of Year - 981,745 

Fund Balance, End of Year $ (1) $ 752,509 

See paragraph on required supplementary information included in auditors' report. 
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Actuarial UAAL as a 
Accrued Unfunded A A L percentage 

Actuarial Liability (AAL) (UAAL) Funded Covered of Covered 
Actuarial Value (in thousands) (in thousands) Ratio Payroll Payroll 

Valuation Date of Assets (a) (b) (b-a) (a/b) thousands) ((b-a)/c) 

July 1,2012 $ $ 55,785 $ 55,785 0% $ 7,546 739% 
July 1,2010 52,200 52,200 0% 8,664 602% 
July 1,2008 46,098 46,098 0% 8,052 573% 

See paragraph on required supplementary information included in auditor's report. 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Analysis o f Account A431-School Districts 

For the Year Ended June 30, 2013 

J U L Y 1, 2012 - Credit Balance _$ 1,383,849 

Debits: 

Billings to School Districts 20,221,057 
Refund of Balances Due School Districts 1,383,849 
Encumbrances 7,289 
Other Adjustments (Balance not refunded) 223,805 

Total Debits 21,836,000 

Credits: 

Collection from School Districts 20,352,358 
Encumbrances 84,179 
Adjustment - Credits to School Districts 27,821 

- Revenues in Excess of Expenditures 1,074,794 
Other Adjustments (Diff. in ytd billings vs ytd a/c collections) (131,300) 

Total Credits 21,407,852 

JUNE 30, 2013 - Credit Balance _$ 955,701 

See paragraph on supplementary schedules included in auditors' report. 
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ô 
^ H 

o 
P3 
u 

NO 
NO 

rt m 
in" 
rt 

•st 
m 
r o 
m" 
it 
it 

o 
o 
in 
oo" 
i> 
it 

o o in 
oo" 
l > 

ON 
o o 

I rt o o 

o o 
I 

o 
o 

I 

o 
ON 

I 
NO 
1—I 

• i-H 
3 
u 
u 
58 

t in 
ON in r o C N 

t̂" NO" 

m 

NO C N 

o m oo^ in 
r-" oo" 
o o in •st 

C N 
(A 

1—i 
o O 
t > 

NO NO 
Tt 

in i t 

o 00 
o" o" 
t t 

ON 

<A 

o t -
o 00 
C N r -
CN" ^t 

in 
CN" 
&e 

o o 
o o 
t > in" 
m i—, 
in m 

CN" 

00 
o o 
CN 

o o 
o 
o 
o 
o 
o 
o 
ON 

NO 
i-H 

OH O 

•4—* ^ H 

w -a 

o 
PL 
5j 
>-
O 

• i-H 
X ) 

1 

•3 u 3̂ o 

c o 

Si) 
KJ 

S3 
PL 
U 
<u 



Seyfarth B Seyfarth CPAs. P.C. 
564 East Main St. 

Malone, N Y 12953 
(518)483-0880 

Carl A. Seyfarth Jr. CPA 
Ann E. Seyfarth CPA 

Independent Auditors' Report on the 
Extraclassroom Activity Fund 

To the Board of Education 
Franklin-Essex-Hamilton BOCES 

We have audited the accompanying Statement of Assets and Liabilities Arising From Cash 
Transactions of the Extraclassroom Activity Fund of Franklin-Essex-Hamilton BOCES as of June 
30, 2013 and the related notes. 

Management's Responsibility for the Financial Statement 

Management is responsible for the preparation and fair presentation of this financial statement in 
accordance with the cash basis of accounting as described in Note 1; this includes determining 
that the cash basis of accounting is an acceptable basis for the preparation of the financial 
statement in the circumstances. Management is also responsible for the design, implementation, 
and maintenance of internal control relevant to the preparation and fair presentation of the 
financial statement that is free from material misstatement, whether due to fraud or error. 

Auditor's Responsibility 

Our responsibility is to express an opinion on this financial statement based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States 
of America and the Minimum Program for Audits of Financial Records of New York State 
School Districts. Those standards require that we plan and perform the audit to obtain reasonable 
assurance about whether the financial statement is free of material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statement. The procedures selected depend on the auditor's judgment, 
including the assessment of the risks of material misstatement of the financial statement, whether 
due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the financial statement in order to 
design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity's internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of significant accounting estimates made by management, as 
well as evaluating the overall presentation of the financial statement. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion, the financial statement referred to in the first paragraph presents fairly, in all 
material respects, the assets and liabilities of the Extraclassroom Activity Fund of Franklin-
Essex-Hamilton BOCES as of June 30, 2013 in accordance with the cash basis of accounting as 
described in Note 1. 

Basis of Accounting 

We draw attention to Note 1 of the financial statement which describes the basis of accounting. 
The financial statement is prepared on the cash basis of accounting, which is a basis of 
accounting other than accounting principles generally accepted in the United States of America. 
Our opinion is not modified with respect to that matter. 

Report on Supplementary Information 

Our audit was conducted for the purpose of forming an opinion on the Statement of Assets and 
Liabilities Arising From Cash Transactions. The accompanying Schedule of Extraclassroom 
Activity Fund Cash Receipts, Disbursements and Ending Balances is presented for purposes of 
additional analysis and is not a required part of the Statement of Assets and Liabilities Arising 
From Cash Transactions. Such information is the responsibility of management and was derived 
from and relates directly to the underlying accounting and other records used to prepare the 
Statement of Assets and Liabilities Arising From Cash Transactions. The information has been 
subjected to the auditing procedures applied in the audit of the Statement of Assets and Liabilities 
Arising From Cash Transactions and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to 
prepare the Statement of Assets and Liabilities Arising From Cash Transactions or to the 
Statement of Assets and Liabilities Arising From Cash Transactions itself, and other additional 
procedures in accordance with the cash basis of accounting as described in Note 1. In our opinion, 
the information is fairly stated in all material respects in relation to the Statement of Assets and 
Liabilities Arising From Cash Transactions. 

SeyfilJrth & SeyfarthfcyAs, F P.C. 

October 17, 2013 
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F R A N K L 1 N - E S S E X - H A M I L T O N B O C E S 
Extraclassroom Activity Fund-Statement o f Assets and Liabilities Arising From Cash Transactions 

June 30,2013 

Assets 
Cash S 5,563 

Liabilities 
Extraclassroom Activity Balances $ 5,563 

See accompanying notes, 



F R A N K L I N - E S S E X - H A M I L T O N B O C E S 
Extraclassroom Activity Fund-Schedule of Cash Receipts, Disbursements and Ending Balances 

For the Year Ended June 30, 2013 

Balance 
Activities 07/01/12 

AEC: 
Adirondack Hair Assoc (Nat'l) $ 761 

New Vision 627 
Health Occ./Culinary 217 

1,605 
NFEC: 

Student Council 2,251 
VICA: 

Building Trades 
Cosmetology (Seniors) 1,749 
Culinary Arts 439 

School Store (67) 
New Vision Govt 2,081 

21 st Century Agriculture 239 
6,692 

Total $ 8,297 

Balance 
Receipts Payments 06/30/13 

$ 636 $ 1,334 $ 63 
5,889 5,753 763 

988_ 689_ 516 
7,513 7,776 1,342 

1,616 635 

1,041 1,210 1,580 
439 

9,677 8,325 1,285 
1,210 3,400 (109) 

567 415_ 391 
12,495 14,966 4,221 

$ 20,008 $ 22,742 $ 5,563 

See accompanying notes. 49 



Franklin-Essex-Hamilton B O C E S 
Notes to Financial Statements-Extraclassroom Activi ty Fund 

June 30, 2013 

Note 1 - Summary o f Significant Accounting Policies 

The transactions of the Extraclassroom Activity Funds are not considered part of the reporting entity of 
the Franklin-Essex-Hamilton BOCES. Consequently, such transactions are not included in the combined 
financial statements of the BOCES. 

The books and records of the Franklin-Essex-Hamilton BOCES' Extraclassroom Activities Funds are 
maintained on the cash basis of accounting. Under this basis of accounting, revenues are recognized 
when cash is received and expenditures are recognized when cash is disbursed. 
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Seyfarth B Seyfarth CPAs, P.C. 
564 East Main St. 

Malone, N Y 12953 
(518) 483-0880 

Carl A. Seyfarth Jr. CPA 
Ann E. Seyfarth CPA 

Independent Auditor's Report on Internal Control Over Financial Reporting and 
on Compliance and Other Matters Based on an Audit of Financial Statements 

Performed in Accordance With Government Auditing Standards 

To the Board of Education 
Frarddin-Essex-Hamilton BOCES 

We have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards issued by the Comptroller General of the United States, the financial 
statements of the governmental activities, each major fund, and the aggregate remaining fund 
information of Franklin-Essex-Hamilton BOCES as of and for the year ended June 30, 2013, and 
the related notes to the financial statements, which collectively comprise the Franklin-Essex-
Hamilton BOCES' basic financial statements and have issued our report thereon dated October 
17, 2013. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered Franklin-Essex-
Hamilton BOCES' internal control over financial reporting (internal control) to determine the 
audit procedures that are appropriate in the circumstances for the purpose of expressing our 
opinions on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of Franklin-Essex-Hamilton BOCES' internal control. Accordingly, we do not 
express an opinion on the effectiveness of Franklin-Essex-Hamilton BOCES' internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis. A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the entity's financial statements wil l not be prevented, 
or detected and corrected on a timely basis. A significant deficiency is a deficiency, or a 
combination of deficiencies in internal control that is less severe than a material weakness, yet 
important enough to merit attention by those charged with governance. 
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Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies. Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses. 
However, material weaknesses may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Franklin-Essex-Hamilton BOCES' 
financial statements are free from material misstatement, we performed tests of its compliance 
with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with 
which could have a direct and material effect on the determination of financial statement 
amounts. However, providing an opinion on compliance with those provisions was not an 
objective of our audit, and accordingly, we do not express such an opinion. The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported 
under Government Auditing Standards. 

Purpose of This Report 

The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of 
the BOCES' internal control or on compliance. This report is an integral part of an audit 
performed in accordance with Government Auditing Standards in considering the BOCES' 
internal control and compliance. Accordingly, this communication is not suitable for any other 
purpose. 

P.C. 

October 17, 2013 
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Franklin-Essex-Hamilton B O C E S 
Comments to Management 

June 30, 2013 

This was corrected in 2012-13 
12-1 Controls Over Bank Accounts 

Condition and Criteria: 8 NYCRR Section 170.2(o) requires monthly submission of 
Treasurer's reports to the Board of Education. This report contains a reconciliation of the BOCES 
bank accounts to the general ledger. GML Section 10(3) requires that the bank accounts be 
adequately collateralized. 

We noted that while monthly Treasurer's reports were provided to the Board of Education, they 
did not always agree with the general ledger cash balance. 

Furthermore, the bank accounts were reconciled to balances from a "cash in time" spreadsheet 
rather than the general ledger trial balances. As a result, the June 30, 2012 general ledger balance 
for the consolidated checking account was understated by approximately $311,000 because a July 
2012 check was posted as i f it had been written in June. 

Collateral statements for First Niagara bank accounts were not monitored for a portion of the 
year. 

Cause: There was turnover in the business office during the year with no formal training 
process. The Wincap computer system does not bring over any beginning general ledger balances 
from the prior year until it is closed. As a result, the "cash in time" spreadsheet was developed as 
a way to monitor the cash ledger balances. There was no system in place to verify that the 
spreadsheet agreed with the general ledger trial balances. Business office staff was not aware that 
they needed to monitor collateralization. 

Effect: Differences between the general ledger and the bank that are not reconciled on a monthly 
basis can build up to a significant amount that wil l be difficult to reconcile. Accounts could be 
misstated and reports provided to the Board of Education for decision making purposes could be 
incorrect. I f accounts are not adequately collateralized, there is a potential for loss of BOCES 
assets. 

Recommendation: We recommend that all bank accounts be reconciled to the general ledger 
each month and that all discrepancies be investigated and corrected in a timely manner. Wincap 
should be consulted to determine i f there is a way to close the general ledger at year end so that 
balances carry over. There should be a system in place to prevent the posting of cash transactions 
to a prior month that has already been reconciled. 

Collateral statements should be reviewed at least on a monthly basis to ensure that the agreements 
in place with the banks are working as intended. 
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Franklin-Essex-Hamilton B O C E S 
Comments to Management 

June 30, 2013 

Management's Response: 

Procedures have been implemented to balance all pieces of the treasurers reports to the G/L along 
with the continuing use of "cash in time" to assist in finding any inaccuracies. 

Cycles wil l be closed on a monthly basis to prevent postings after completed reconciliations. 

Collateral statements are now being monitored on a monthly basis. 
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Franklin-Essex-Hamilton B O C E S 
Comments to Management 

June 30, 2013 

This was corrected in 2012-13 
12-2 Control Over Preparation of the Financial Statements 

Condition and Criteria: Management is responsible for establishing and maintaining internal 
controls over financial reporting and for the fair presentation of the financial statements. 

As a result of our audit, several material journal entries were proposed. These entries were for the 
adjustment of cash discussed in comment 1 and associated recording of accounts payable, 
understatement of compensated absences, fixed assets not in agreement with the detail schedules, 
failure to reverse installment debt repaid during the year, interfund transactions not being 
recorded for negative cash, interfund due to/from accounts not in balance and correction of the 
special aid fund due to other government account. In addition, several of the supporting schedules 
provided for audit did not agree with the general ledger balances. 

We also noted that bills for services provided to component districts in the 11-12 year totaling 
approximately $33,000 were not sent in a timely manner, and the associated payables to other 
BOCES that provided the services were not recorded in 11-12. 

The reserve accounts were not monitored. We noted an instance where cash was not timely 
transferred from the Unemployment Reserve account to cover payments, and an instance where a 
payment was expensed rather than running through the EBALR reserve. 

We believe that a material weakness in internal control over financial reporting exists in the 
BOCES' financial statement closing process for preparing its year- end financial statements 
including (a) ineffective control to ensure timely review of all account reconciliations and 
significant financial statement accounts, (b) inadequate controls to determine that financial 
spreadsheets are adequate and (c) inadequate control over the review of the year-end financial 
statements. 

Cause: There was a breakdown in control processes and functions, and turnover in the business 
office. Staff members were not familiar with the unique process of closing a BOCES using 
Wincap, and there was time pressure to complete the State Aid reporting process. The prior 
business manager held the position for many years. There was no training system in place to 
ensure that new staff members were familiar with the proper year-end closing procedures. Staff 
members tasked with the year end closing did not develop a strategy for reviewing the financial 
statements with an eye towards the big picture of the BOCES as a whole. 
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Franklin-Essex-Hamilton B O C E S 
Comments to Management 

June 30, 2013 

Effect: Without proper controls, there is a potential for material misstatement of the financial 
statements. Improper or late billings by a BOCES can affect the amount and timing of State Aid 
received by the component districts. Improperly handled reserve account transactions can also 
affect the amounts charged or refunded to the component districts. 

Recommendation: We recommend that the BOCES establish a procedure for its closing process 
to provide timely and accurate completion of the financial statements. Further, there should be a 
review by someone with the proper knowledge and experience to detect and correct 
misstatements. We noted that staff has been given training on the Wincap software subsequent to 
year end, and we recommend additional training as determined necessary. 

Management's Response: 

Going forward the staff accountant wil l prepare spreadsheets, supporting schedules, etc for 
yearend calculation, and then pass them on to the business manager. The business manager will 
then review these for accuracy and agreement to the G/L. This review wil l be completed prior to 
the auditors receiving any documentation. 

A step by step manual has been developed for use when completing all year end procedures. This 
manual contains all necessary documents, instructions, and examples to complete any year end 
closing step, schedule, or statement properly. This wil l be used as a reference guide to assist with 
all year end processes. 

In regards to the late billings received from other BOCES. A procedure has been put in place to 
monitor the receipt of documents from other BOCES, and to contact them when the documents 
are not received in a timely manner. This is to ensure that FEH BOCES is able to in turn bill 
component districts within the proper school year. The FEH payables will be reflected in the 
appropriate fiscal year. 

Al l reserve accounts are now be monitored on a monthly basis and reconciled at the same point in 
which the treasurer's report is being completed. 
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