OFFICE OF THE
STATE COMPTROLLER

110 STATE STREET
ALBANY, NEW YORK 12236

STATE OF NEW YORK
OFFICE OF THE STATE COMPTROLLER

January 11, 2007

Ms. Anne M. Cox, Commissioner

And Members of the Board of Commissioners of the
Town of Hempstead Sanitary District Number Fourteen
P.O. Box 106

Atlantic Beach, NY 11509

Re  Retirement Reporting
Report 2006-S-15

Dear Ms. Cox and Members of the Board of Commissone's:

One of the Office of the State Comptroller’s primary objectives is to identify areas where loca
governmentsand sanitary districtscan improve operations and provide guidance and servicesthat will assgt
locd officids in making those improvements. Our goas are to develop and promote short-term and long-
term drategies to enable and encourage loca government and sanitary didtrict officids to reduce costs,
improve service ddivery, and to account for and protect thelr entity’ s assets.

In accordance with these goals, we conducted audits of five Nassau County sanitary digtricts to
determine whether sanitary digtrict officias have established gppropriateinterna controlsover thereporting
of retirement service credits to the New York State and Loca Employees Retirement System
(NYSLERS). We included the Town of Hempstead Sanitary District Number Fourteen (Didtrict) in our
audits. Within the scope of this audit, we reviewed the Digtrict’ s efforts to ensure proper accounting for,
and reporting of, employee sdaries and service credits in accordance with criteria set forth by the
NYSLERS. The audit period was January 1, 2003 through November 30, 2005.

This report contains our findings and recommendations spedfic to the Didtrict. We discussed the
findings and recommendationswith Didtrict officids and consdered their commentsin preparing thisreport.
The Didrict’s reponse is attached to this report in Appendix A.

A. Summary of Findings

Our audit found the Didtrict isnot cons stently applying the appropriate policies and proceduresthat
govern reporting employee retirement service credits as stipulated by NY SLERS guiddines. Specificaly,
we found that one full-time employee was not a NY SLERS member, as required. We adso found the
Didrict had incorrectly reported to NYSLERS lump sum payments made to two employees, thereby
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overdating their sdaries and service credits. Furthermore, our audit found the dected officids are not
mai ntaining documentationthat can support the number of work days being reported to NY SLERS on their
behalf.

B. Background and M ethodology

The Didrictis located in Nassau County and was established by the Town of Hempstead pursuant
to chapter 516 of the Laws of 1928. Its generd and legd authority to operateis described in the Nassau
County Civil Dividors Act (L 1939, ch 273). The Didtrict is governed by five Commissoners, each of
whom is eected for afive-year term and is digible to become a member of the NY SLERS. 102005, the
Didrict had nine employees congsting of the five Commissoners and four sanitation workers, with atotal
payroll of $135,000.

To accomplish our audit objectives, we reviewed the Didtrict's processes for recording and
reporting employee data to the NYSLERS. We met with Didrict officias and compared their reported
practices with requirements included in the Employer Guide published by the NYSLERS. Our audit
included tests of the monthly reports the Didtrict filed with the NYSLERS, as well as the supporting
documents that evidenced the Didtrict’'s method of accounting for employee time in terms of retirement
sarvice credits. We dso verified that dl employees were ether enrolled asaNY SLERS member or had
appropriately opted not to join as authorized because of their individua employment circumstances.

We conducted our audit in accordance with generaly accepted government auditing standards.
Such standards require that we plan and conduct our audit to assess adequately those Didtrict operations
within our audit scope. Further, those standards require that we understand the Didtrict’ sinternal controls
and its compliance with those laws, rules, and regulationsthat are relevant to its operationsincluded in our
scope. Anaudit includesexamining, on atest bas's, evidencethat supportsthe transactionsrecorded in the
accounting and operating records and gpplying such other auditing procedures, aswe consider necessary in
the circumstances. We believe that our audit provides areasonablebasisfor our findings, conclusions, and
recommendations contained in this report.

C. Audit Results
Membership

The NY SLERS requires each full-time employee to be a member of the syssem. For employees
hired after July 27, 1976, membership is optiona if one of the following circumstancesis met:

The position is considered temporary or provisond,;

The employee works less than 30 hours per week, or less than the slandard number of hours for full-
time positions established by the employer;

The employee is employed for less than one year, or for less than 12 months ayear; or

Annua compensation is less than the State' s minimum wage multiplied by 2,000 hours.
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For each employee who eectsnot tojoin the system, the Digtrict isrequired to keep onfileasigned
copy of the employee's acknowledgement of their right to membership into the NY SLERS and thelr
decison not to join. Maintaining the required documentation preserves evidence of the employee's
decison. Intheevent that the appropriate documentation isnot maintained, the Didtrict is potentidly at risk
of future recourse should the employee invoke his’her right to become a member.

To determinewhether the Didtrict isproperly reporting al applicable employeesto NY SLERS, we
compared the Didtrict’s payroll and daily attendance sheets for a selected two-week period to alisting of
Didtrict retirement syslem membersprovided by theNY SLERS for the same period. Our audit found that
three Digtrict employees (two Commissioners and one sanitation worker) have not been reported to the
NY SLERS. Further review determined that the two Commissionersare part- time employeeswho had not
provided the Didtrict with a sgned acknowledgement of their right to NY SLERS membership and their
decison naot to join. The ful-time sanitation worker, who was hired on July 19, 2004 and has earned
$34,350 in salary during the scope period, is not digible to dedline NY SLERS membership.

According to Didtrict officids, they were not aware of the requirement to document employees
membership decisons. They indicated that the gppropriate form would be completed for the two
Commissioners identified in the audit. Subsequently, officids told us they were able to contact each
individud we identified and that the forms had been completed and filed with the Didtrict.

Reporting

According toNY SLERS guiddines, employersarerequired to collect dataon the sdaries paid and
days worked for al members of the retirement syssem during each month and report them to the
NYSLERS. Certain lump sum payments (e.g., buy back of unused vacation, persond, or sck leave
credits) are not to be reported to NYSLERS. To test the Didrict’'s compliance with reporting
requirements, we judgmentaly sdlected atotal of 12 months (four months in each of the cendar years
audited) that represented peak and non-pesk garbage collection times throughout the 35-month audit
period. For each sanitation worker, we compared the days reported on themonthly retirement reportsthe
Didrict hed filed for each of these employeesto the daysthey had reportedly worked, asindicated on their
Digtrict attendance records. We aso verified the salaries paid to the amounts reported to NY SLERS.

Our test reveded that two employees’ retirement service credits and salaries had been reported
incorrectly to the NY SLERS. According to Didtrict officids, it istheir practice to compensate employees
who work their scheduled vacationswith lump sum payments, in addition totheir regularly-earned pay. We
noted that n September 2004 two employees received lump sum payments for working during their
vacations. The Didrictincorrectly reported the lump sum paymentsto the NY SLERS and dso reported the
related vacation days as additiona days worked. One worker was over-reported for five days and the
other for ten days.

Unlike the regular Didtrict employees, dected officials do not usudly have preset work hours,
meking it difficult to determine the number of days worked for retirement credit purposes. Therefore, the
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NY SLERS Employer Guide provides the following guidance for the governing board to determine days
worked for such positions:

Establish by board resolution the standard workday for the elected positions.

Direct the dected officids to maintain arecord of activitiesfor aperiod of onemonth. Thisrecord must
contain daly details of hours worked and duties performed that are directly related to the elected
position. Aspart of thisrecord, dected officias should aso document the amount of timethey actualy
gpend performing officid activities outsde of norma business hours.

Review the activities record submitted by the eected officids to determine the total number of hours per
month a person in that eected position should work. If more than one eected officd issarving inthe
same pogtion, and dl of their duties are amilar, an average should be used to determine that number.

To determine how many working days should be reported for an eected officid, the total number of
hoursworked during the month should be divided by the number in the established, sandard workday .

Didrict officidsindicated to us that the Commissonersserve on apart-time basis, and that atotd of
tendays of retirement service credit isreported for three of themevery month. However, the Digtrict could
not document that it isreporting those officias' retirement service creditscorrectly. Wedetermined thet the
Digtrict’ s board has not passed a resolution establishing a standard workday for its eected officids. Nor
does the Didrict have arecord of typicad activities that €lected officias might be expected to engage in
during a one-month period and the related work hours.

Didrict officidsindicated that they were unaware of the requirement to maintain a sample monthly
schedule for each dected position. They agreed that, without the required documentation, there is no
evidence supporting an eected officid’s clam of days worked or Digtrict reports of corresponding
retirement service credits. Didrict officidstold usthey would implement this requirement, thus complying
with the NY SLERS guidelines.

Recommendations

1. For each employee who elects not to join the NYSLERS keep on file a signed copy of the
employee's acknowledgement of their right to membership into the NYSLERS and their
decision not to join.

2. Ensurethat full-time employeesbecome NYSLERSmembers. Regarding the full-timeDidrict
employee identified in this report who was not a member, upon enrollment, ile an
adjustment with NYSLERS that will accurately reflect retirement service credits earned and
arrears owed since the date of hire.
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3. Identify all employees whose retirement service credits and salaries have been reported
incorrectly to NYSLERS as a result of a lump sum payment and file an adjustment with
NYSLERS.

4, Follow NYSLERS guidance for determining retirement service creditsfor elected positions.

In responding to the discussion draft of thisreport, Didrict offiads indicated thet they agreewith the
findings and recommendations. They dso indicated that they have taken action to implement our
recommendetions.

TheBoard of Commissionersof Sanitary District Number Fourteenhastherespongbility toinitiate
corrective action. Pursuant to Section 35 of the Genera Municipa Law, the Board should prepareaplan
of action that addresses the recommendations in this report and forward the plan to our office within 90

days.

Major contributors to this report were John Buyce, Myron Goldmeer, Kevin Kissane, and Chris
Morris.

Wewish to thank the management and staff of Sanitary District Number Fourteen for the courteses
and cooperation extended to our auditors during this audit.

Very truly yours,

Frank J. Houston
Audit Director
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APPENDIX A
Response From Town of Hempstead Sanitary District Number Fourteen Officials

The Didrict officids response to this audit can be found on the following pages.



SANITARY DISTRICT NO. 14
TOWN OF HEMPSTEAD
P.0. BOX 106
ATLANTIC BEACH, N.Y. 11509

Mr. Frank Houston

Audit Director

Office of the State Comptrolier
123 William Street

New York, New York 10038

March 30, 2006
Dear Kr. Houston:

The Commissioners of Sanitary District 14 have reviewed
the recent Audit findings and recommendations and have
concluded that there were no major exceptions to the findings.
Some of the recommendations have already been implemented
and others will be addressed with the personnel of the New York
State Retirement System.

As discoased with the Audit Staff and at the March 2, 2006
meeting with Mr. Myron Goldmeer and Mr. Kevin Kissane, the
three Commissioners involved in the Retirement System {1 tier 1
and 2 tier 4} do not have a “standard workday”. The positions
can be considered hoth proactive and reactive in content. We
are maintaining a daily log that will be submitted as requested.
Additionailly, we are restricted by the retirement system
regulation not allowing time to be reported without
compensaiion. This was discussed with the retirement system in
November 2003. Therefore, time worked cannot be reported
once the current maximum compensation of three thousand
dollars has been reached. Typically, time for at least two months
of the year cannot be reported.



In conclusion, in a very professional manner, the audit staff
made suggestions that are informative and will be incorporated
in our future guidelines.

A

Anne,/ . Cox'; Commissioner

Copy: Mr. Myron P. Goldmeer, State Program Examiner 3

Mr. Kevin Kissane, Office of the State Comptroller

Mr. Christopher Morris, Office of the State Comptroller
Commissioners Sanitary District 14

Mr. Stanley Drachman

Mr. Eli Gordon

Mr. Edward G. Ughlinger



