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SUFFOLK COUNTY SPECIAL GRAND JURY
SEPTEMBER 19, 2005
TERM 1E

GRAND JURY REPORT, CPL §190.85(1)(C)

PRELIMINARY STATEMENT

The Suffolk County Court Special Grand Jury, Term IE, was empanelled on
September 19, 2005, and thereafter extended to June 30, 2006 and September 29, 2006,
by order of the Honorable Ralph Gazzillo, to complete its investigation into matters
involving school districts.

The Grand Jury heard testimony from 138 witnesses, and considered 470 exhibits,
many consisting of multiple pages and documents.

As a result of this investigation, the following report has been adopted pursuant to
New York State Criminal Procedure Law 8190.85 (1)(c), and is respectfully submitted to

the Court.



FINDINGS OF FACT: PART |

BACKGROUND!

The Grand Jury has conducted an extensive investigation into fiscal matters
relating to the school districts in Suffolk County. It has received evidence of many
examples of fraud, waste, and criminal conduct in the financial arena of Suffolk County
school districts, due, in large measure, to a lack of oversight by those charged with the
responsibility to safeguard public funds, as well as a pervasive lack of internal controls.
It has discovered expenditures of vast amounts of public funds on compensation and
fringe benefits to school district administrators that have remained largely hidden from
the districts’ constituents. The Grand Jury has investigated the public pension fund
system, and seen examples of ways in which unscrupulous individuals have taken
advantage of flaws in that system to defraud it of millions of dollars in public monies.
Similarly, the Grand Jury has, through its investigation of the distribution of grant funds
to school districts in Suffolk County, seen how a lack of oversight by administering
agencies, and a lack of accountability at the school district level, has led to the waste of
hundreds of thousands of dollars in grant funds, just in the recent past. The Grand Jury
has ultimately concluded that action must be taken in order to bring a halt to the huge
waste of taxpayer monies that has besieged this county.

As a result of its investigation, the Grand Jury makes the following findings of

fact:

! Dates, page numbers and exhibit numbers refer to the Grand Jury Minutes submitted to the Court under
separate cover. Citations utilizing the format of “mm/dd/yy p.___” refer to the month, date, year and page
of Grand Jury testimony. Citations utilizing the format of “GJ” refer to Grand Jury Exhibit Number(s).



A Overall Structure of the Educational System

The University of the State of New York? is the overall entity for all educational
institutions in New York and oversees all state colleges and universities, schools, libraries
and museums. The New York State Board of Regents governs the University of the
State of New York. It designs New York State educational policies and procedures and
supervises all education at any level. The New York State Department of Education,
headed by a Commissioner, is the governmental entity charged with carrying out every

rule and regulation the Board of Regents promulgates.

B. Local School Districts

There are five basic types of local school districts in New York State: common,
union free, central, central high school and city. Created by legislation in 1812, a
“common” school district is a small district that typically offers public education to
children in kindergarten through eighth grade. “Union free” school districts are, in fact,
not union-free at all. The name derives from its purpose, established in 1853, to create a
union of smaller common school districts to provide free kindergarten through twelfth
grade education. If some union free and common school districts unite, as authorized by
statute in 1914, they could form a larger “central” school district. A central high school

district provides only secondary education to children from two or more common or

“The University of the State of New York should not be confused with the State University of New York
(SUNY). SUNY consists of thirty-four SUNY campuses and thirty community colleges.



union free school districts. Finally, a city school district, such as Long Beach and Glen

Cove, is one that follows a city boundary.

C. Board of Education

Voters residing within a local school district elect their fellow citizens to be members
of the local board of education, or in the case of common school districts, trustees of the
district. A board member or trustee must be literate and a qualified voter residing within
the school district for at least one year prior to his or her election.®> Each school district
has anywhere from one to nine trustees or board members, depending on the type of
school district.* The community entrusts the members of the board of education to
oversee and manage all the school district’s affairs, personnel and property. > The board
also sets school district policies and ensures that all employees adhere to them. One of
the board’s most important responsibilities is the selection and supervision of the
Superintendent of Schools.

The board of education has the ultimate responsibility to manage the fiscal affairs of
its district and must approve all expenditures, vendor agreements and employment
contracts. However the board can turn to other individuals to help them with its fiscal
oversight responsibilities.

An internal claims auditor can review all proposed expenditures and supporting
documentation such as purchase orders, bills and invoices. This individual then verifies

for the board that every expenditure is appropriate and valid. The district treasurer is

® New York State Education Law §2102

* New York State Education Law §2101; Herein after, the report will refer to both boards of education and
trustees of the school district as boards of education or members of the board of education.

® New York State Education Law §§ 1604 and 1709



“the chief accounting officer and the custodian of all moneys belonging to the district

from whatever source derived.”®

At regular meetings, the treasurer provides a report to
the board that details the school district expenditures to date as compared to the available
revenue so that the board can ensure the district does not overspend the amount allocated
in the annual budget. The treasurer also gives the board a fund balance report that
describes the funds available in the district’s bank accounts. As of 2006, every school
district also has an audit committee. The duties of the audit committee are described in
detail on page 12 and in the attached appendix under New York Education Law Section
2116-c.  In essence, the audit committee reviews the external auditor’s report and
management letters, helps the members of the board interpret the findings, and constructs
a plan of action to correct any fiscal practices and strengthen internal fiscal controls.

The board conducts its business in regular meetings that are open to the public.’
With certain limited exceptions,® all board votes must be cast before the public. At
times, the board adjourns from the public portion of the meeting to go into executive
session.  These sessions give the board an opportunity to discuss matters such as
collective bargaining negotiations, pending litigation, and matters regarding the
employment, promotion, demotion, discipline, suspension, dismissal or removal of
employees.” Only persons authorized by the board may attend executive sessions.*

Boards of education must keep official records of their proceedings called

minutes.™* Minutes are “a record or summary of all motions, proposals, resolutions and

® New York State Education Law §2122

" New York State Public Officers Law §103

& See New York State Public Officers Law §105 for the enumerated purposes for which a board may go
into executive session.

® New York State Public Officers Law §105

19 New York State Public Officers Law §105(2)

1 New York State Public Officers Law §106



any other matter and any other matter formally voted upon and the vote thereon.”*?

Although the board conducts executive sessions in private, it must take minutes of “any
action that is taken by formal vote which shall consist of a record or summary of the final

determination of such action [and] the date and vote thereon.”*®

Therefore, although
the board may discuss sensitive matters in executive session, any formal actions, such as
votes, must be reported in the open portion of the board meeting. The school district
clerk maintains the official board of education minutes and such minutes should include
any referenced attachments such as approved contracts, policies and warrant reports.

The board holds three basic kinds of meetings: reorganizational, regular and
special. In the first week in July of each school year, the board holds a reorganizational
meeting during which they swear in new board members, elect board officers, and
appoint people or entities to serve in various capacities such as external auditor, treasurer,
public information officer and attorney. During the course of the school year, the board
has regular meetings to discuss matters and take action on issues presented. In addition,
the board can hold special meetings to afford residents of the school district an

opportunity to discuss unusual or unexpected events or to devote more time to consider

matters of particular importance.

D. The Superintendent of Schools
The Superintendent is the chief executive officer and educational leader of the

school district.* He'® recommends policies to, and develops administrative procedures

12 New York State Public Officers Law§106(1)
3 New York State Public Officers Law §106(2)
 New York State Education Law §1711



for, the board of education.® Under the direction of the board, he enforces all rules,
laws and regulations regarding the management of the schools in the district.'” His duties
include oversight of the day-to-day operations of the district, making recommendations to
the board about the hiring and/or termination of staff, evaluating school employees and
delegating authority to an appropriate staff member.® The Superintendent has direct

contact with the board.

E. Scandals in Long Island Schools

In October of 2002, School District A’s external auditor discovered that a long -
standing and trusted administrator had stolen approximately $230,000 in school district
funds. The auditor told the Superintendent of the theft and the Superintendent then
advised the board of education. Rather than invite adverse publicity, the board of
education agreed to allow the embezzling official to repay the stolen funds, reimburse the
district for the cost of the investigation and quietly retire. The board decided not to report
the loss to the police, the local district attorney’s office or the district’s insurance carrier.
However, in the spring of 2004, an anonymous letter warned public officials that the
$230,000 was just the tip of the iceberg and that school administrators had actually stolen
much more.

The local district attorney, along with the school district’s external auditor, started
investigating the anonymous complaint. As the investigation grew, the local district

attorney began to suspect that the external auditor might actually be involved in, if not the

15 The fact that the word “he” is used throughout this report should not taken as an indication of the gender
of the person to which it is referring. It is a generic classification utilized to minimize the possibility of
identification of an individual referred to within the report.

1 New York State Education Law §1711(2)(a)(c)(d) and (f)

" New York State Education Law §1711(2)(b)

'8 New York State Education Law §1711(2)(e)



theft itself, certainly a cover-up. The Office of the State Comptroller [“OSC”] stepped in
to the investigation and discovered that the senior managers of School District A, along
with their family and friends, stole at least $11.2 million dollars of school district funds.

The New York State Comptroller called it “the most remarkable theft of public
funds in the history of American education.” School District A senior management used
the embezzled funds to pay for mortgages on their private homes, discharge their own
childrens’ student loans, travel to exotic locales and purchase jewelry, computers, holiday
gifts and leases of expensive cars. They also created fictitious companies and sent phony
bills to the school district for non-existent services and merchandise. These officials
helped themselves to tens of thousands of dollars in school district funds each month in
cash advances on their district issued credit cards and also used school district funds to
pay off the balances on their personal credit cards.

As the OSC and local district attorney’s office investigated the fraud in School
District A, allegations of fraud surfaced in other Long Island school districts. For
example, local authorities arrested a senior manager in one Long Island school district for
unlawfully collecting hundreds of thousands of dollars in pension payments from a public

19

pension system [“Pension System A”].” A second administrator in the same district

embezzled over $700,000 in school funds. %°

The Superintendent of another school
district charged drinks and other expenses incurred at a “gentleman’s club” to his school

district issued card.?

19 See further discussion starting on p. 100
20 See further discussion starting on p. 160
#1 See further discussion starting on p. 172



F. Five Point School Financial Accountability Plan

With these scandals undermining public confidence in Long Island’s public
schools, the OSC redeployed $2.1 million dollars in existing resources and began to audit
twenty-three school districts in Nassau and Suffolk Counties. In the fall of 2004, the
Office of the State Comptroller, working in conjunction with the New York State School
Board Association, the New York Society of Certified Public Accountants, the New York
State Counsel of School Superintendents, the New York State Association of School
Business Officials and the New York State Education Department, developed a school
oversight initiative that later became known as the “Five Point School Financial
Accountability Plan” [“Five Point Plan”].  The plan’s goal was to “promote strong
internal controls, improve school district audits and strengthen the role of the school
boards in conducting appropriate oversight.”?> The New York State Legislature passed
bills to implement the Five Point Plan under Laws of 2005, Chapter 267°%and Governor
Pataki signed them into law in July of 2005. The Grand Jury submits the following

synopsis of the Five Point Plan.

G. Laws of 2005, Chapter 267
Point One: Strengthen the Role of the Internal Claims Auditor
Boards of education must authorize all payments for a school district’s expenses
and review all supporting documentation before permitting the school district to issue a
check for payment. In Long Island school districts, where the yearly expenditures in

nearly every school district are in the millions of dollars, this review can be a full time

2 GJ #248
B GJ#248



job. Therefore, many boards of education delegate this expenditure review to an
individual known as an internal claims auditor. However the board still has responsibility
to authorize the actual payment for all district expenses. Under the 2005 amendments to
New York State Education Law 88 1604 and 1709, the internal claims auditor position
has been given increased independence. He must report directly to the board of
education, rather than to the superintendent of schools or a school district business
official. Members of the board of education, the district clerk, the treasurer, the
superintendent,  business  management  officials, purchasing agents and
accounting/purchasing staff cannot serve as the internal claims auditor.?* School districts
can hire a full time employee or contract the job to an outside independent contractor or

certified public accounting firm.

Point Two: Required Training for New School Board Members
The New York State Comptroller described school board members as
the first line of defense against fraud: they provide governing policies and an
atmosphere of integrity that affect the rest of the district. As the taxpayers’
representatives, they also have the strongest incentive to prevent fraud. However,
board members have not always realized the extent or importance of their
financial oversight.”®
Therefore, under the newly enacted New York State Education Law §2102-a, all
school board members elected or appointed after July 1, 2005 must complete six hours of
training on financial oversight, accountability and their fiduciary responsibilities.?® This

is a one-time requirement for new board members only; those elected prior to July 1,

2005 are exempt from this training. The board members attend courses offered by

" New York State Education Law §§1604(35)(a) and 1709(20)(a)
% New York State Comptroller School District Accountability Initiative 2005 Annual Report, p. 52
% New York State Education Law §2102(a)(1)
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approved trainers and must complete the training within one year of their election or

appointment.

Point Three: More Rigorous External Audit Standards

Since 1964, all school districts have been required to have a certified public
accounting firm annually audit the districts’ financial statements.”” The external auditor
must present an annual audit report to the school board®and the district must ensure that
the Commissioner of Education receives a certified copy by October 15" of each year.?
The board must prepare a plan to correct any fiscal management and/or internal control
deficiencies.®*® With the help of the newly required audit committee,® the board should
put their corrective plan into action by the end of the following fiscal year.** School
districts must now use a competitive bidding process at least once every five years to
select their external auditors to “ensure that the districts are getting the best value for
their audit expenditure, and to prevent the relationship between the auditor and the

[school district] from getting too cozy.”*

Point Four: Creation of Internal Audit Function
By July 1, 2006, every school district must have established an internal

audit function. An internal auditor will review the district’s financial policies and

27 See findings of Findings of Fact — Part |11 for a detailed discussion of financial statements.

%8 New York State Education Law §2116

% New York State Education Law §2116-a

% New York State Education Law §2116-a(1)(c)

%1 See Point Five

% New York State Education Law §2116-a(1)(c)

% New York State Education Law §2116-a(3)(b); Office of the Comptroller School District Accountability
Initiative 2005 Annual Report

11



procedures and provide a risk assessment of the district’s operations, including internal
controls. * In his 2005 annual report, the Comptroller defined internal controls:

The internal control system, which is established by management and
implemented by school district officials, is the integration of activities, plans,
attitudes, policies and efforts of the people of an organization to provide
reasonable assurance that the organization will achieve its objectives. A vital
component in any internal control system is the “tone at the top” or the control
environment. The foundation of any effective control environment is competent
managers with integrity that attentively monitor operations. Having a good
control environment helps ensure that all employees follow school district policies
and procedures. ...To establish the proper control environment, management
must act with the highest ethical standards and must adhere to the same rules and
guidelines they expect all other staff to adhere to. Management must show
leadership in carefully safeguarding the public resources entrusted to them. To
achieve these goals, management must first establish clear policies and
procedures that will govern operations, communicate them broadly and then
ensure that all employees comply with these policies and procedures.®

The internal auditor, like the internal claims auditor, reports directly to the board of

education and should be independent of the business office and superintendent.

Point Five: Creation of Audit Committees
The aforementioned legislation created a completely new entity — the school
district audit committee.*® As of January 1, 2006, all school districts®” have an audit
committee whose members assist the school board to fulfill its financial oversight
responsibilities. This committee can be composed entirely of school board members,
interested residents of the school district or a combination of both. The audit committee
will assist the board to select the external auditor and meet with the external auditor

before he begins the annual audit. It will review the external auditor’s final report and

* New York State Education Law §2116-b

% Office of the Comptroller School District Accountability Initiative 2005 Annual Report; GJ# 248

% New York State Education Law §2116-c

¥ Except those with fewer than eight teachers, 300 students or less than $5 million in annual expenditures

12



accompanying management letter to help explain its contents to the board and to

implement any corrective actions that need to be taken as a result of the audit.®

H. New York State Comptroller to Audit Every School District by 2010

The New York State Comptroller has four major functions. First, as the state’s
treasurer, the Comptroller is responsible for managing and disbursing the state’s cash.
He is also the chief accountant of New York State. In this role, he keeps all the books
and records of the state, approves payments of all of the state’s expenditures and handles
the state’s payroll. Third, his office audits all of the state agencies and local
governments. Finally he is the sole trustee of the New York State Public Pension System
and manages all the plan’s investments.

The Division of Local Governmental Services and Economic Development of the
New York State Comptroller’s Office [“Local Government Services”] oversees the audits
of approximately 4,300 active local government units in New York. Local governments
include counties, villages, towns, cities, school districts and special fire, water and
sanitation districts.  More than seven hundred school districts or related educational
agencies fall under the purview of Local Government Services.

Headquartered in Albany, New York, Local Government Services has seven
regional offices throughout the state, including one on Long Island. The Office of the
Comptroller has found that this regional allocation of its auditors is both an efficient and
effective way of providing services to OSC’s constituents. It helps to reduce the
agency’s cost for employee travel and opens the potential employee pool up to qualified

applicants throughout the state. Moreover, the regional office structure gets experienced

* New York State Education Law § 2116-c(5)(a-c)

13



people on the ground that are familiar with local issues and better able to identify
problems and provide services. These regional office employees establish good working
relationships with the local officials, whom they often get to know on a first name basis.

Prior to the late 1970’s, OSC regularly audited school districts. However, due to
state wide budgetary constraints, the then State Comptroller removed school districts
from the regular audit cycles for several reasons. First, school districts had a certified
public accountant review their financial statements every year that thereby provided some
regular oversight. Second, the school districts, unlike other local governmental agencies,
had a specific state entity tasked with monitoring the districts and providing assistance.
Third, school districts had the ability to hire trained professional staff to run their
business offices. In other governmental agencies, the chief financial officer got their job
because they received the most votes in a general election, not due to their educational
background in business or finance.

Under the new legislation, OSC will examine, audit and evaluate every school
district; assess the financial practices of the school districts to ensure they conform to
established standards; and determine whether the school districts have adequate internal
controls in place to protect the district from fraud, theft and professional misconduct.
The Comptroller will report any findings of fraud, abuse or criminal conduct his office
uncovers during these audits to agencies such as the Commissioner of Education, the
New York State Attorney General or the United States and/or local District Attorney’s
Offices so these agencies can take appropriate action.** In addition, school districts must

publish the Comptroller’s report on their website, or make it otherwise available to the

¥ New York State Municipal Law §33(3)(d)
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public, for five years. Finally the Comptroller will make an annual report of all his
findings to the New York State Legislature and the Governor.*°

The Grand Jury finds these changes in legislation to be an appropriate and
effective response to the problems that prompted them. The Grand Jury is confident that
the Office of the State Comptroller will continue in the admirable job that it is doing in
performing its duties under the new legislation. However, the Grand Jury is mindful of
other areas of potential school district fraud, waste and abuse that have come to light
during the course of its investigation and that cannot be addressed or controlled by this
one governmental agency. Those areas are discussed in the sections of this report that

follow.

“* New York State Municipal Law §33(3)(g)
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FINDINGS OF FACT: PART 11

SALARIES AND FRINGE BENEFITS FOR EDUCATORS

“These items might make life more pleasant for public servants, but they can hardly be
termed educational necessities, particularly in a time when children in overcrowded
classes are going without textbooks and desks. **

During its tenure, the Grand Jury focused on the amount of taxpayer dollars spent
to provide salary and fringe benefits to educational professionals. The Grand Jury
recognizes that the overwhelming majority of educational professionals are
extraordinarily talented and dedicated civil servants. Moreover, the Grand Jury
acknowledges that one of the things that make Long Island schools so wonderful is the
tradition of local control. The Grand Jury does not wish to interfere with that process.
However, the Grand Jury discovered that information regarding salaries and expenditures
for fringe benefits paid to teachers and school district administrators is beyond the reach
of citizens who have neither the time nor resources to make an application under New
York State’s Freedom of Information law.** In addition, the Grand Jury found that many
school district administrators receive perks and benefits more usually associated with
private sector employees as opposed to civil servants.

The Grand Jury reviewed thousands of pages of records from approximately
seventy school districts in Suffolk County. These records included the districts’ financial
statements and external auditor’s reports; the adopted and approved budgets; records,
payroll reports, contracts and supporting documentation regarding teacher and
administrator salaries; various reports filed with the New York State Education

Department, compilations of enrollment, number of schools and enrollment per school;

1 GJ #420
2 New York State Public Officers Law §87
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and lists of all administrator fringe benefits and compensation. The aforementioned
documents spanned the 2001-2002 through 2004-2005 school years.

The Grand Jury compiled this voluminous data into several different spreadsheet
analyses. These analyses include reviews of:

1. The total enrollment, total revenue, total expenses, total number of
administrators, total administrators’ salaries, total administrators’
salaries as a percentage of total expenditures and number of
students per administrator per district for the 2003-2004 and 2004-
2005 school years.

2. School district superintendents’ salaries for the 2003-2004 and
2004-2005 school years;

3. All fringe benefits excluding any life insurance benefits, paid to all
school district administrators in the 2004-2005 school year;*

4. Lucrative life insurance fringe benefits afforded to school district
administrators; and*

5. Issues found in external auditors’ management letters and New
York State Comptroller audits.*

For purposes of this report, the Grand Jury defined salary as not only the
employee’s or administrator’s annual compensation per the employment or collective
bargaining unit contracts, but also all other payments made during the year such as
longevity awards and money received in lieu of unused sick or vacation days. In order to

make an “apples to apples” comparison of superintendents’ salaries and administrators’

*% This spreadsheet and related discussion can be found on pages 34 through 41
* Readers can find a discussion of this issue on pages 42 through 55
** This discussion begins in Findings of Fact — Part 111
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fringe benefits, the Grand Jury compared this data by the school districts’ need to
resource capacity, or N/RC, index.

One method by which the New York State Education Department classifies
school districts is according to a district’s ability to raise resources locally to meet the
need of their students. This classification or code is known as an “N/RC” or “need to
resource capacity” index. As noted in the New York State Education Department 2004
School Report Card, the N/RC index is “a ratio of the estimated poverty percentage...to
the combined wealth ratio...A district with both estimated poverty and combined wealth
ratio equal to the State average has a need to resource capacity index of 1.0.” The N/RC
index has six categories or codes. The lower the N/CR code, the greater the need for
outside financial assistance. Suffolk County school districts have N/RC codes of three,
five or six. *® Codes one through four indicate that the students’ needs are relatively high
compared to the district’s ability to raise funds locally. Included in code three, entitled
“urban/suburban” are all districts at or above the 70™ percentile (1.1855) who have either
100 or more students per square mile, or at least 50 but fewer than 100 students per
square mile and an enrollment of 2,500 or more.  N/CR index five - “average N/CR
Districts” - encompasses all districts “between the 20™ (0.7693) and 70" (1.1855)
percentile.”  Finally, districts falling within N/RC code Six are “low N/RC” and best
able to use their tax base to fund their students’ needs.

Further, the Grand Jury broke each N/RC code into four revenue strata or
buckets: school districts with annual revenues in excess of $100 million, school districts

with revenues between $50 million and $100 million, school districts with revenues

“® Code one is for New York City Schools; Code two is for the Buffalo, Rochester, Syracuse and Yonkers;
Code six is for rural areas.
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between $25 million and $50 million and school districts with revenues less than $25

million.

19



Analysis of All Administrators Salaries

The Grand Jury analyzed the salaries for all administrators in 68 school districts
in Suffolk County for the 2003-2004 and 2004-2005 school years. The Grand Jury
defined *“administrator” as superintendents, deputy superintendents, assistant
superintendents, assistants to the superintendents or assistant superintendents, principals,
assistant principals, directors, assistant directors, executive directors, chairpersons,
district chairpersons, coordinators and deans of students. The Grand Jury compiled this

data into two charts and attaches them to this report as Appendix A*” and Appendix B.*®

A. School Districts with N/RC Index of 3

The Grand Jury found five Suffolk County school districts* with an N/RC Index
of 3. SD* 3-1, SD 3-2 and SD 3-3 had revenues in excess of $100 million, while SD 3-4
and SD 3-5 had annual revenues between $50 and $100 million. Based on the evidence
presented, namely the financial data supplied by the school districts themselves, the
Grand Jury accepts the following as an analysis of the superintendents’ salaries for the

N/CR Index 3 school districts in Suffolk County.

47 2003-2004 school year

“8 2004-2005 school year

*° For purposes of discussion, the Grand Jury designates the districts as SD 3-1 through SD 3-5.
% For the remainder of this report, the designation SD refers to a school district.
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Revenues in 2004-2005 2003-2004
Excess of $100 Superintendent Superintendent
Million Salaries Salaries
SD 3-1 $ 192,747 $ 186,393
SD 3-2 $ 206,151 $ 165,378
SD 3-3 $ 206,110 $ 234,922
Average $ 201,669 $ 195,564
Salary

Revenues

between $50

million and

$100 million

SD 3-4 $ 168, 204 $ 166,058
SD 3-5 $ 156,250 $ 164,133
Average $ 162, 227 $ 165,096
Salary

B. School Districts with N/RC Index 5

The Grand Jury found a total of thirty school districts with an N/RC Index of 5
and has designated them as SD 5-1 through SD 5-30. SD 5-1 through 5-6 had annual
revenue in excess of $100 million for the 2003-2004 and 2004-2005 school years. SD 5-
7 through 5-17 had annual revenues between $50 million and $100 million for the same
period. In addition, there were five districts, namely SD 5-18 through 5-22 that had
annual revenues for school years 2003-2004 and 2004-2005 between $25 million and $50
million.  Finally the Grand Jury notes that six N/RC school districts, hereinafter

designated as 5-23 through 5-28, had annual revenues of less than $25 million for the

21



aforementioned school years.® The below chart summarizes the Grand Jury’s findings
regarding the salaries paid to superintendents of N/RC Index 5 school districts located in

Suffolk County for the 2004/2005 and the 2003/2004 school years.

Revenues in 2004-2005 2003-2004
excess of Superintendents’ Superintendents’
$100 million Salaries Salaries
SD 5-1 $175,000 $123,217
SD 5-2 $212,168 $204,656
SD 5-3 $165,000 $158,000
SD 5-4 $ 221,028 $187,962
SD 5-5 $200,500 $190,500
SD 5-6 $204,100 $183,068
AVERAGE $196,299 $174,567
SALARY
Revenues 2004-2005 2003-2004
between $50 Superintendents’ Superintendents’
million and salaries salaries
$100 million
SD 5-7 $214,270 $205,291
SD 5-8 $204,536 $197,836
SD 5-9 $187,607 $175,288
SD 5-10 $169,924 $210,821
SD 5-11 $242,329 $222,653

* The Grand Jury did not include the superintendents’ salaries of SD 5-29 and SD 5-30 in the analysis
because those districts’ superintendents serve only in a part-time capacity.
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Revenues 2004-2005 2003-2004
between $50 Superintendents’ Superintendents’
million and Salaries Salaries
$100 million

SD 5-12 $169,500 $147,825
SD 5-13 $190,314 $179,497
SD 5-13 $190,314 $179,497
SD 5-14 $175,544 $174,818

Revenues 2004-2005 2003-2004
between $50 Superintendents’ Superintendents’
million and Salaries Salaries
$100 million

SD 5-15 $205,400 $165,918
SD 5-16 $218,994 $221,062
SD5-17 $189,896 $168,621
AVERAGE $197,119 $188,148

SALARY

Revenues 2004-2005 2003-2004
between $25 Superintendents’ Superintendents’
million and Salaries Salaries
$50 million

SD 5-18 $200,713 $168,000
SD 5-19 $181,014 $171,680
SD 5-20 $206,912 $197,103
SD 5-21 $166,184 $157,540
SD 5-22 $196,315 $154,800
AVERAGE $190,228 $169,825
SALARY
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Revenues 2004-2005 2003-2004
less than $25 Superintendents’ Superintendents’
million Salaries Salaries
SD 5-23 $147,847 $162,016
SD 5-24 $195,622 $130,000
SD 5-25 $176,688 $177,771
SD 5-26 $173,035 $157,592
SD 5-27 $147,764 $141,574
SD 5-28 $145,464 $122,065
AVERAGE $164,403 $148,503
SALARY

C. School Districts with N/RC Index 6

The Grand Jury found thirty-three school districts in Suffolk County with an
N/RC Index of 6 and designated them as SD 6-1 through SD 6-33. For the 2003/2004
and 2004/2005 school years, the Grand Jury finds that SD 6-1 through SD 6-5 had annual
revenues in excess of $100 million; SD 6-6 through SD 6-9 had annual revenues between
$50 million and $100 million; SD 6-10 through SD 6-19 had annual revenues between
$25 million and $50 million; and SD 6-20 through 6-32 had annual revenues of less than
$25 million.>  The below chart summarizes the Grand Jury’s findings regarding the
salaries paid to superintendents of N/RC Index 6 school districts located in Suffolk

County for the 2004/2005 and the 2003/2004 school years.

%2 The Grand Jury did not consider the salary of SD 6-33’s superintendent because that individual served
only in a part-time capacity.
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Revenues in 2004-2005 2003-2004
excess of Superintendents’ Superintendents’
$100 Salaries Salaries
Million
SD 6-1 $418,566 $326,734
SD 6-2 $228,504 $207,480
SD 6-3 $236,354 $225,938
SD 6-4 $198,297 $198,296
SD 6-5 $185,000 $165,000
AVERAGE $253,344 $224,690
SALARY
Revenues 2004-2005 2003-2004
between Superintendents’ Superintendents’
$50 million Salaries Salaries
and $100
million
SD 6-6 $196,111 $187,107
SD 6-7 $198,749 $199,068
SD 6-8 $161,200 $155,000
SD 6-9 $176,003 $170,457
AVERAGE $183,016 $177,908
SALARY
Revenues 2004-2005 2003-2004
between Superintendents’ Superintendents’
$25 million Salaries Salaries
and $50
million
SD 6-10 $185,583 $174,667
SD 6-11 $240,350 $170,636
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Revenues 2004-2005 2003-2004
between Superintendents’ Superintendents’
$25 million Salaries Salaries
and $50
million
SD 6-12 $207,678 $199,690
SD 6-13 $183,313 $175,000
SD 6-14 $129,063 $125,000
SD 6-15 $179,455 $168,773
SD 6-16 $270,100 $274,609
SD 6-17 $157,132 $164,076
SD 6-18 $185,606 $180,200
SD 6-19 $177,794 $158,851
AVERAGE $191,607 $179,150
SALARY
Revenues 2004-2005 2003-2004
less than Superintendents’ Superintendents’
$25 million Salaries Salaries
SD 6-20 $142,155 $135,000
SD 6-21 $144,000 $136,000
SD 6-22 $111,000 $100,000
SD 6-23 $106,632 $103,526
SD 6-24 $123,000 $117,000
SD 6-25 $128,000 $125,000
SD 6-26 $154,530 $147,171
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Revenues 2004-2005 2003-2004
less than Superintendents’ Superintendents’
$25 million Salaries Salaries
SD 6-27 $130,350 $110,240
SD 6-28 $142,500 $136,000
SD 6-29 $138,331 $129,499
SD 6-30 $118,605 $108,150
SD 6-31 $150,000 $137,208
SD 6-32 $157,071 $129,000
AVERAGE $134,321 $124,138
SALARY

The Grand Jury, during the course of its analysis of superintendent and
administrators’ salaries, found two examples of remuneration to superintendents that
were particularly noteworthy, in terms of the striking largess enjoyed by the recipients in

each instance.

D. Superintendent of SD 3-3: A $42,000 bonus

In SD 3-3, the building level administrators, such as the building principals and
assistant principals, have their own collective bargaining unit [“CBU”] to negotiate salary
as well as other rights and fringe benefits. Every three years, the board of education and
members of this bargaining unit execute a written employment contract. The
Superintendent, the Assistant Superintendents and other district office administrators

negotiate individual employment contracts with the board. These higher-level
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administrators start with all the benefits enumerated in the CBU contract and then receive
additional benefits such as higher salaries or more generous retirement packages.

Toward the end of the 2004-2005 school year, the SD 3-3 district office
administrators asked the board of education to give them the same longevity payments®®
afforded the lower level administrators per the CBU contract. The board of education
agreed. In the case of SD 3-3, the CBU members received an extra $1,500 per year after
five years of employment and $2,000 per year after ten years.  For the Superintendent,
the payroll department calculated what his longevity payments should have been over his
years of service, determined the total amount to be approximately $42,000 and cut him a
check. Thus the Superintendent received an extra $42,000 in addition to his six figure

annual salary.

E. Superintendent of SD 6-1: The $120,000 “buy-back”

Based on a review of the superintendents’ employment contracts, the Grand Jury
noted that many of them afforded the superintendents the right to “buy back” unused
vacation days.> The terms of the buy-backs varied from district to district.>> Certain
districts permitted superintendents to be paid or “cash in” their unused vacation time
every year. Usually, these districts allowed the administrators to cash in a maximum of
ten days per year. If at the end of the school year a superintendent had not used all of his
vacation days, he could “buy back” or receive a cash equivalent based on his per diem

salary.

%% A longevity payment is a financial award to those employees who remain for a stated period of time.

> Most of the superintendents’ contracts allowed them twenty-five days of vacation per year because,
unlike teachers, they are twelve-month employees.

** Some districts had a “use it or lose it” policy and the superintendents could not buy back unused vacation
time.
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School District 6-1 was unusual in that the superintendent’s contract had no
limitation on the amount of vacation days he could buy back in any given year. And
unlike many of the other Suffolk County superintendents, SD 6-1’s superintendent was
also paid for his unused sick time while he was still employed at the district.®® In the
2004-2005 school year, SD 6-1 paid its superintendent approximately $120,000 for his

accrued sick and vacation time.

% An analysis of the records that the school districts submitted to the Grand Jury revealed that this
provision was odd because most school districts gave administrators cash payments as a percentage of their
unused sick time only as part of a retirement severance, not while the administrator was still employed at
the district. 3/7/06 pp. 61-64
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Number of Administrators Earning in Excess of $135,000 Per Year

The Grand Jury examined 2004-2005 administrator salaries to determine what
percentage of school district administrators earned salaries in excess of $135,000 per
year.”” In the following chart, the Grand Jury summarizes this data. The listed
compensation figures exclude fringe benefits such as life insurance policies, health
insurance policies and mandatory employer contributions to a public pension system
charged with managing the pension funds of educational professionals [“Pension System

A",

School District Number of Percentage of Total
Administrators earning Administrators
more than $135,000 in
2004-2005
3-1 29 32%
3-2 6 20%
3-3 9 14%
3-4 3 17%
3-5 1 5%
5-1 4 9%
5-2 6 12%
5-3 4 11%

*" The Grand Jury notes that the lowest average superintendent’s salary in school year 2004-2005 was
$134,321. See Appendix B.
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School District

Number of
Administrators earning
more than $135,000 in

Percentage of Total
Administrators

2004-2005
5-4 28
5-5 4 6.5%
5-6 3 8%
5-7 7 23%
5-8 7 18%
5-9 3 8.5%
5-10 5 19%
5-11 7 15%
5-12 1> 3%
5-13 4 24%
5-14 3 10%
5-15 3 6%
5-16 3 14%
5-17 7 14%
5-18 3 17%
5-19 3 21%
5-20 6 33%
5-21 4 11.5%
5-22 1 3%

%8 data incomplete

> person retired and received retirement incentive in addition to salary

31




School District

Number of
Administrators earning
more than $135,000 in

Percentage of Total
Administrators

2004-2005
5-23 1 3%
5-24 1 33%
5-25 1 6%
5-26 1 25%
5-27 1 6%
5-28 1 50%
5-29 0 0%
5-30 0 0%
6-1 16 40%
6-2 20 40%
6-3 8 24%
6-4 5 8%
6-5 3 5%
6-6 7 35%
6-7 4 14%
6-8 3 14%
6-9 3 9%
6-10 3 12%
6-11 2 13%
6-12 7 28%
6-13 4 26%
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School District

Number of
Administrators earning
more than $135,000 in

Percentage of Total
Administrators

2004-2005

6-14 0 0%
6-15 4 15%
6-16 3 20%
6-17 2 11%
6-18 4 31%
6-19 1 5%
6-20 1 50%
6-21 1 17%
6-22 0 0%
6-23 0 0%
6-24 0 0%
6-25 0 0%
6-26 3 27%
6-27 0 0%
6-28 1 20%
6-29 1 33%
6-30 0 0%
6-31 1 100%
6-32 1 100%
6-33 0 0%
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Analysis of Fringe Benefits Other Than Insurance®

The Grand Jury analyzed the fringe benefits afforded school district
administrators in Suffolk County in the 2004-2005 school year and has included a
summary chart below.  Fringe benefits are perks or payments received in addition to
base salary excluding life, health, disability and other types of insurance. Again, the
Grand Jury grouped this data by the need to resource capacity, or N/RC, index.  The
Grand Jury finds the most prevalent non-insurance fringe benefits to be car allowances,

tuition reimbursement and contributions to private retirement funds.

% The Grand Jury notes that some school districts manage to function without all the below
described perks. In SD 6-8, a school district servicing approximately 4,200 students in five different
buildings, not one person receives an annual car allowance. The Superintendent receives a self-described
handsome salary of approximately $175,000, the mandatory employer contributions on his behalf to

Pension System A and no extra payments into a private retirement plan. GJ# 392
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Fringe Besides Insurance 2004-2005
Title Totals Car Deferred Comp |Other

Districts with NRC Code of 3
Revenues > 100 mm

SD 3-1 Supt $6,400| $ 6,400

SD 3-1 Dir Special Svcs $400[$ 400

SD 3-1 Asst Supt of Schools Sec C&M $400|$ 400

SD 3-1 Asst Supt of Schools Elem $400[$ 400

SD 3-2 Supt $4,800| $ 4,800

SD 3-3 Deputy Supt $5,250 [ $ 5,250

SD 3-3 Asst Supt] $5,250| $ 5,250

SD 3-3 Asst to Supt $2,250| $ 2,250

SD 3-3 Asst Supt Business $4,950 | $ 4,950

SD 3-3 Dir Spec Ed $2,250| $ 2,250

SD 3-3 Asst Supt Personnel $4,200| $ 4,200

SD 3-3 Supt $14,460 | $ 7,500 $ 6,960

SD 3-3 Facilities Admin $3,750| $ 3,750

SD 3-3 Asst to Supt $2,250| $ 2,250

SD 3-3 Plant Facilities Mgr $3,750| $ 3,750
Revenues >50mm < 100mm

SD 3-4 Supt $6,100| $ 3,600 $ 2,500

SD 3-4 Asst Supt Finance $700($ 700

SD 3-4 Asst Supt Curriculum $1,200|$ 1,200

SD 3-4 Director HR $1,200| $ 1,200

SD 3-5 Supt $9,375 $9,375
Districts with NRC Code of 5
Revenues > 100 mm

SD 5-1 Supt. $4,800| $ 4,800

SD 5-3 Supt. $220|$ 220

SD 5-3 Supt. -left 8/04 $5,440| $ 440 $5,000

SD 5-3 Dep Supt of Instruction $2,500| $ 2,500

SD 5-3 Asst Supt for Business $660($ 660

SD 5-4 Supt Contract calls for district to buy a new mid size SUV_maintain all costs.

Revenues >50mm < 100mm




Title Totals Car Deferred Comp |Other
SD 5-7 Asst Principal $750($ 750
SD 5-7 Director Science $750|$ 750
SD 5-7 Director Math $750|$ 750
SD 5-7 Elementary Principal $750|$ 750
SD 5-7 Asst Director H/PE/A $750|$ 750
SD 5-7 Asst to Supt Instruction $750|$ 750
SD 5-7 Asst Supt Business $1,000| $ 1,000
SD 5-7 Asst Principal $750|$ 750
SD 5-7 Executive Director $750|$ 750
SD 5-7 Principal | $750|$ 750
SD 5-7 Director Lang Arts $750($ 750
SD 5-7 HS Principal $750| $ 750
SD 5-7 Elementary Principal $750($ 750
SD 5-7 Asst Principal $750|$ 750
SD 5-7 Elementary Principal $750($ 750
SD 5-7 Asst Principal $750|$ 750
SD 5-7 Asst Supt for HR $1,000| $ 1,000
SD 5-7 Supt $36,200( $ 7,200 $ 29,000
SD 5-7 Director H/PE/A $750( $ 750
SD 5-7 Director of Tech $750|$ 750
SD 5-7 Asst Director of PPS $750|$ 750
SD 5-7 Principal | [ $750($ 750
SD 5-7 Instructional Supervisor $750($ 750
SD 5-7 Director SS $750| $ 750
SD 5-7 Director Cultural Arts $750|$ 750
SD 5-7 Asst Princip