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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

January 2010
Dear Village Officials:

A top priority of the Office of the State Comptroller is to help local government officials manage
government resources efficiently and effectively and, by so doing, provide accountability for
tax dollars spent to support government operations. The Comptroller oversees the fiscal affairs of
local governments statewide, as well as compliance with relevant statutes and observance of good
business practices. This fiscal oversight is accomplished, in part, through our audits, which identify
opportunities for improving operations and the Board of Trustees governance. Audits also can identify
strategies to reduce costs and to strengthen controls intended to safeguard local government assets.

Following is a report of our audit of Village of Bronxville, entitled Internal Controls Over Purchasing.
This audit was conducted pursuant to Article V, Section 1 of the State Constitution and the State
Comptroller’s authority as set forth in Article 3 of the General Municipal Law.

This audit’s results and recommendations are resources for local government officials to use in
effectively managing operations and in meeting the expectations of their constituents. If you have
questions about this report, please feel free to contact the local regional office for your county, as listed
at the end of this report.

Respectfully submitted,
Office of the State Comptroller

Division of Local Government
and School Accountability
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Introduction

Background

Objective

Scope and
Methodology

The Village of Bronxville (Village) is located in the Town of
Eastchester, Westchester County. The Village has approximately
6,500 residents and provides various services including library,
public safety, street maintenance, lighting and snow removal. A
Mayor and a Board of Trustees (Board), which is composed of four
Trustees, who are elected and serve without pay, govern the Village.
The Board is responsible for adopting local laws that protect the
health, safety, property, and general welfare of Village residents, and
managing local affairs through the adoption of an annual budget.

The Village Administrator (Administrator) is the chief operating
officer of the Village. The Administrator supervises the daily
activities and operations of the Village and serves as the Village
Clerk. The Village Treasurer is the chief fiscal officer of the Village.
The Treasurer is responsible for the Village’s financial operations and
the preparation of the annual budget, and advises Village officials on
all financial matters. The Village’s annual budget was approximately
$13.4 million for the 2008-09 fiscal year.

The objective of our audit was to examine internal controls over
purchasing. Our audit addressed the following related question:

» Are the internal controls over the purchase of goods and
services appropriately designed and operating effectively to
safeguard Village assets?

Our overall goal was to assess the adequacy of the internal controls
put in place by officials to safeguard Village assets. To accomplish
this, we performed an initial assessment of internal controls so
that we could design our audit to focus on those areas most at risk.
Our initial assessment included evaluations of the following areas:
financial condition and oversight, cash receipts and disbursements,
purchasing, payroll, Justice Court, and tax assessment. Based on that
evaluation, we determined that controls appeared to be adequate and
limited risk existed in most of the financial areas we reviewed. We
did determine that limited risk existed in the purchasing area and,
therefore, we examined internal controls over purchasing for the
period June 1, 2007 through June 25, 2009.

We conducted our audit in accordance with generally accepted
government auditing standards (GAGAS). More information on such
standards and the methodology used in performing this audit are
included in Appendix C of this report.
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Comments of The results of our audit and recommendations have been discussed

Local Officials and with Village officials and their comments, which appear in Appendix

Corrective Action A, have been considered in preparing this report. Village officials
generally disagreed with our recommendations. Appendix B includes
our comments on the issues raised in the Village’s response letter.

The Board has the responsibility to initiate corrective action. A
written corrective action plan (CAP) that addresses the findings and
recommendations in this report should be prepared and forwarded
to our office within 90 days, pursuant to Section 35 of the General
Municipal Law. For more information on preparing and filing your
CAP, please refer to our brochure, Responding to an OSC Audit
Report, which you received with the draft audit report. We encourage
the Board to make this plan available for public review in the Clerk’s
office.
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Purchasing

Professional Services

A good system of internal controls over procurement consists
of policies and procedures that allow an organization to provide
reasonable assurance that it is using its resources effectively and
complying with applicable laws and regulations. The Board is
responsible for designing internal controls that help safeguard
the Village’s assets and ensure the prudent and economical use
of taxpayers’ moneys when procuring goods and services. The
objectives of a procurement process are to obtain services or materials,
supplies, and equipment of the desired quality, in the quantity needed,
and at the lowest price, in compliance with applicable Board and
legal requirements. This helps ensure that taxpayer dollars are
expended in the most effective manner.

General Municipal Law (GML) requires the Board to solicit bids for
purchases and public work contracts that exceed competitive bidding
thresholds and to adopt written policies and procedures for the
procurement of goods and services that are not subject to competitive
bidding requirements. These policies and procedures should indicate
when District officials need to use competition such as Requests
for Proposals (RFPs) and quotations, as well as the procedures for
determining which method will be used, and should provide for
adequate documentation of the actions taken. Our review disclosed
that while the Board did solicit bids where required, it did not adopt
an adequate purchasing policy and Village officials did not always
adhere to the Board-adopted policy.

The Board adopted a purchasing policy that does not require use of
competitive methods or outline procedures for acquiring professional
services. The policy states that the acquisition of professional
services, unless directed by the Board, requires no solicitation of
proposals or quotations. The Village’s procurement policy does not
provide any other guidance for what alternative methods Village
officials should take to ensure that they procure professional services
at the most favorable terms and in the best interest of Village
taxpayers.

We reviewed 10 vendors who were paid for professional services
during the audit period. We found that the Village did not solicit
competition, such as an RFP, or provide adequate documentation
of actions taken when procuring six of the 10 professional services
vendors, who were paid approximately $332,000 during our audit
period. The professional services procured included $159,572
for legal services, $33,826 for engineers, $125,000 for assessor
consultant services, and $13,642 for a workers’ compensation agent.
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Village officials stated that they sought alternate proposals for
professional services. However, the documentation they provided
us did not support their assertions. Village officials have no
assurance that they are obtaining professional services at the most
favorable terms and in the best interest of Village taxpayers, without
a comprehensive policy that adheres to GML and outlines the
methodology for procurement of professional services.

Competitive Quotes The Village’s Purchasing Policy requires two verbal or written
quotes from vendors for purchases between $2,000 and $5,000 and
three written quotes from vendors for purchases greater than $5,000
and below $10,000. Furthermore, the policy requires two written
proposals from vendors for public work contracts between $5,000
and $10,000 and three written proposals from vendors for public
works contracts between $10,000 and $20,000.

We found that Village officials did not always comply with the
Village’s policy and obtain the required number of quotes or proposals
when procuring products and services. We examined payments to
seven vendors totaling approximately $51,000 that required quotes
or proposals. We found five of the seven purchases or services,
totaling approximately $44,000, were procured without soliciting
the required quotes or proposals. The purchases included:

e $4,000 for equipment

* $5,400 for tree and shrub removal

e $5,800 for landscaping

¢ $10,800 for pest control*

e $17,900 for traffic signs and parking line painting’

Village officials informed us that the Village had used the
landscaping and pest control services for a number of years and
they saw no need to change vendors. In the cases of the tree and
shrub removal and traffic signs, officials claimed to have solicited
quotes but were unable to provide us with supporting documentation.
Finally, for the purchase of equipment, they told us that this was the
only vendor that could supply a particular plow; however, they did
not have documentation to show support for their claim that this
was a sole source vendor. The failure to comply with the Village’s
procurement policy increases the risk that goods and services may
not be acquired at the lowest price, which could result in unnecessary
costs to Village taxpayers.

1Both of these purchases are considered public work contracts.
n OFrrice oF THE NEw YORK STATE COMPTROLLER




Recommendations 1. The Board should revise its procurement policy and require the
use of competition such as requests for proposals and quotations
for the procurement of professional services.

2. The Board should ensure that Village officials obtain the
necessary quotes or proposals in accordance with the Village
procurement policy.
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local officials’ response to this audit can be found on the following pages.
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Mary C. Marvin
Mayor

January 6. 2010

Office of the State Comptroller

Division of Local Government and School Accountability
33 Alrport Center Drive, Suiie 103

New Windsor. NY 12553

Re:  Village of Bronxville Report of Examination
For the Period June 1, 2007 to June 25, 2009

Ladies and Gentlemen:

We are writing to respond to the draft report of examination you have provided to us for
the period described above.

CAUSE FOR EXAMINATION

As you know, we are most disturbed about the motivation for this examination and your

office’s lack of transparency regarding that motivation. It was obvious to us from the outset that See
your examiners were dispatched to the Village because of some specific issue. We repeatedly Note 1
asked for confirmation that this was the case and requested that the issue be identified so we Page 12

could address it directly.

It was only after weeks of examination, which we believe confirmed that we run a tight
fiscal operation, that your office acknowledged you were here because of a specific citizen
compliant. When you still refused to identify the topic of the complaint we filed a Freedom of
Information Request. Amazingly, our request was initially denied by your office. It was only
upon appeal, and when the Director of the New York State Committee on Open Government
confirmed that there was no legal basis for your office to withhold the requested information,
that we were provided with a redacted version of documentation regarding a citizen complaint
relating to our professional assessment consultant.

When we discussed this with you we determined that this was indeed vour focus. We See
were stunned when we determined that you were not aware that another division of your oftice Note 2
had actually pre-approved our contract with the assessment consultant when he was engaged. Page 12
When we made you aware of this. we expected your examination would be closed with an

200 Pondfield Road e Bronxville, NY 10708 o (914) 337-6500  Fax (914) 337-2683
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See
entirely favorable report. While you have issued an overall favorable report, we can not help but Note 3
conclude that the criticisms you have made were made to save face. Page 12

OVERALL CONSTRUCT OF REPORT

As you know from our discussions, we believe that the report is structured in a way See 4
which could mislead the average reader regarding your conclusions as to the overall quality of Note

our fiscal operations. As noted above, while your ultimate focus was to be a particular contract Page 13
issue, your examiners spent many hours reviewing and questioning us about every aspect of our
fiscal operation. We are pleased that you added into the report a statement that “our initial
assessment included evaluations of the following areas: financial condition and oversight, cash
receipts and disbursements, purchasing, payroll, Justice Court and Tax assessment. Based on
that evaluation, we determined that controls appeared to be adequate and limited risk existed in
most of the financial areas we reviewed”. While that statement is made in the body of the report,
we believe that the title and the overall construct of the report, with its apparent focus on only the
contract area described above, would lead a reader who does not know the background to a
negative view of the Village’s overall fiscal operations. We believe that, at a minimum, the
conclusion of the report should reflect the high quality of our overall fiscal operation.

PROFESSIONAL SERVICES

See
Note 5
Page 13

This is the section of the report where the criticism regarding the assessment consultant
services is found. From the questions we were asked during the examination, and our

discussions with you thereafter, it is clear that you believe, as a matter of policy, that formal
RFP’s should be used for the engagement of professionals. However, this is not required by
New York State law. In fact, in other audit reports you have published online you have
acknowledged that New York law does not require RFP’s for professional services.

This does not mean, however, that Bronxville Village officials did not seek competition
and negotiate fees in the case of each of the areas of professional services mentioned in your
report. Initially, we were not asked if we had done so. We were only asked if we had issued
RFP’s. After seeing your initial draft, we met with you and explained verbally the competitive
process we had gone through with respect to the various professionals mentioned in the report,
including the hours of interviews which were conducted by the Mayor and Village Administrator
and the reports that were given to the public about each process. We then provided you with
documentation regarding these processes. We do not understand why the criticisms remain in

your report, particularly regarding the assessor consultant whose contract another division of
your office pre-approved.

We also note that our policy regarding professional services has been in place for many
years. It is keeping with the advice of the New York State Conference of Mayors, and it has
never been questioned over all these years by your office or our own external auditors.
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COMPETITIVE QUOTES

See
You have identified five purchases the Village made totaling $44,000.00 over the two Note 6

year audit period. These represent .17% of the Village's total expenditures of $26,348,965.00 Page 13

for that time period. We have provided you with our explanation regarding these purchases. We
do not think they merit further comment. We would only note that while we agree that we
should strive to be perfect, the fact that only these few items merited comment in your report is
itself indicative of the careful operation we run.

Finally, we wish to acknowledge that the personnel from your office who were sent to
conduct this audit and who met and discussed it with us have acted in a most courteous and
professional manner towards us.

Sincerely,

Mmg C Mo
w—
Mary (. Marvin

Mayor

cc: James Staudt, Village Attorney
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APPENDIX B

OSC COMMENTS ON THE VILLAGE’S RESPONSE

Note 1

We held an entrance conference with Village officials, including the Mayor, on June 23, 2009 and
explained the audit process. The fact that we had received a taxpayer complaint was only one of
several factors that led to our decision to audit the Village. We made it clear to Village officials during
the entrance conference that we had received a taxpayer complaint concerning tax assessments in the
Village, and that we would review the issues raised in the complaint during our audit planning. During
our audit planning, we evaluated internal controls relating to financial condition and oversight, cash
receipts and disbursements, purchasing, payroll, and the Village’s Justice Court.

The Mayor submitted a FOIL request to obtain copies of any taxpayer complaints, requesting all
correspondence from certain named individuals. The State Comptroller’s Records Access Officer
acknowledged that this Office had records relating to the Mayor’s request, but denied the request
because the records were being reviewed as part of an on-going audit. The Mayor appealed to the
State Comptroller’s Records Appeal Officer who determined that the records could be released with
information identifying the complainant redacted. The complaints were subsequently sent to the
Mayor with the redacted personal information.

Note 2

The Village hired the retired assessor of the Town of Greenburgh who was already receiving a State
pension. The State Comptroller’s Division of Retirement Services contacted Village officials and
reviewed the contract to ensure the assessor was not getting both a pension and a salary from
Bronxville as the Village assessor and found that the assessor was hired as consultant and not an
employee. The Division of Retirement Services did not “pre-approve” this contract as stated in the
Village’s response. Such pre-approvals are not within the purview of the Division of Retirement
Services.

In addition, we note that the assessor consultant was hired without any type of competition. Had the
Village sought competition, it may have obtained assessor advisory services for less than the $125,000
it paid the consultant.

Note 3

This statement shows a lack of understanding of an audit and our audit process even though we met
with Village officials before, during and after the audit and kept them abreast of our examination and
findings. The issues included in this report represent opportunities for Village officials to improve the
effectiveness of their financial operations. The Village’s decision to attempt to attack the audit process
is counter-productive.
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Note 4

Our audit report is structured to inform readers of the deficiencies identified during the audit. As
explained to Village officials, we reviewed internal controls to determine areas with weaknesses and
focused on those areas during the audit. Since our audit testing is performed on a sample basis, we do
not test every transaction. Our report accurately reflects deficiencies identified during the audit and
makes recommendations for improvement.

Note 5

We met with and discussed each audit finding with Village officials during the course of the audit.
Our report discusses the deficiencies of the Village’s policy. General Municipal Law specifically
requires that written policies and procedures be adopted for goods and services that are not subject
to competitive bidding. The Village’s purchasing policy does not provide any guidance for what
methods officials should use to procure professional services but states that professional service
requires no solicitation of proposals or quotations. In addition, subsequent to the audit Village officials
submitted documents to support their claim of seeking competition from the vendors mentioned in
the draft report. We reviewed the documentation supplied and found in the case of a parking study,
the documentation was sufficient to support the Village’s claim that it sought competition and we
removed that finding from our audit report. However, in all other cases we deemed the documentation
insufficient to provide evidence of seeking competition.

Note 6

As explained to Village officials, we reviewed internal controls to determine areas with weaknesses
and focus on those areas during the audit. We reviewed a limited sample of approximately $50,000
of the Village’s purchases for compliance with the Village’s purchasing policy relating to verbal and
written quotes. Approximately $43,000 of the purchases we reviewed were made without evidence of
required quotes, which is an error rate of 86 percent. We believe this illustrates significant deficiencies
in the Village’s procurement of goods and services.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS

Our overall goal was to assess the adequacy of the internal controls put in place by officials to safeguard
Village assets. To accomplish this, we performed an initial assessment of internal controls so that we
could design our audit to focus on those areas most at risk. Our initial assessment included evaluations
of the following areas: financial condition and oversight, cash receipts and disbursements, purchasing,
payroll, Justice Court, and tax assessment.

During the initial assessment, we interviewed appropriate Village officials and personnel, performed
limited tests of transactions and reviewed pertinent documents and processes, such as policies and
procedures, Board minutes, and financial records and reports. In addition, we obtained information
directly from the computerized financial databases and then analyzed it electronically using computer-
assisted techniques. This approach provided us with additional information about the Village’s
financial transactions as recorded in its databases. Further, we reviewed the Village’s internal controls
and procedures over the computerized financial databases to help ensure that the information produced
by such systems was reliable.

After reviewing the information gathered during our initial assessment, we determined where
weaknesses existed, and evaluated those weaknesses for the risk of potential fraud, theft and/or
professional misconduct. We then decided upon the reported objective and scope by selecting for audit
the area most at risk. We selected purchasing for further audit testing.

To accomplish the objective of this audit and obtain valid audit evidence, we interviewed Village
officials and examined the following records to determine the effectiveness of internal controls
pertaining to purchasing:

» Policies and procedures

* Vendor payment files and invoices

» Payments to professional service vendors

» Bidding, RFP, and quote documentation.
We conducted this performance audit in accordance with generally accepted government auditing
standards (GAGAS). Those standards require that we plan and perform the audit to obtain sufficient,
appropriate evidence to provide a reasonable basis for our findings and conclusions based on our audit

objective. We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on our audit objective.
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APPENDIX D

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

To obtain copies of this report, write or visit our web page:

Office of the State Comptroller
Public Information Office

110 State Street, 15th Floor

Albany, New York 12236

(518) 474-4015
http://www.osc.state.ny.us/localgov/
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APPENDIX E

OFFICE OF THE STATE COMPTROLLER
DIVISION OF LOCAL GOVERNMENT
AND SCHOOL ACCOUNTABILITY

Steven J. Hancox, Deputy Comptroller
John C. Traylor, Assistant Comptroller

LOCAL REGIONAL OFFICE LISTING

BUFFALO REGIONAL OFFICE
Robert Meller, Chief Examiner
Office of the State Comptroller

295 Main Street, Suite 1032

Buffalo, New York 14203-2510
(716) 847-3647 Fax (716) 847-3643
Email: Muni-Buffalo@osc.state.ny.us

Serving: Allegany, Cattaraugus, Chautauqua, Erie,
Genesee, Niagara, Orleans, Wyoming counties

ROCHESTER REGIONAL OFFICE
Edward V. Grant, Jr., Chief Examiner
Office of the State Comptroller

The Powers Building

16 West Main Street — Suite 522
Rochester, New York 14614-1608
(585) 454-2460 Fax (585) 454-3545
Email: Muni-Rochester@osc.state.ny.us

Serving: Cayuga, Chemung, Livingston, Monroe,
Ontario, Schuyler, Seneca, Steuben, Wayne, Yates
counties

SYRACUSE REGIONAL OFFICE
Eugene A. Camp, Chief Examiner
Office of the State Comptroller

State Office Building, Room 409

333 E. Washington Street

Syracuse, New York 13202-1428
(315) 428-4192 Fax (315) 426-2119
Email: Muni-Syracuse@osc.state.ny.us

Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence counties

BINGHAMTON REGIONAL OFFICE
Patrick Carbone, Chief Examiner

Office of the State Comptroller

State Office Building, Room 1702

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us

Serving: Broome, Chenango, Cortland, Delaware,
Otsego, Schoharie, Sullivan, Tioga, Tompkins
counties

GLENS FALLS REGIONAL OFFICE
Karl Smoczynski, Chief Examiner
Office of the State Comptroller

One Broad Street Plaza

Glens Falls, New York 12801-4396
(518) 793-0057 Fax (518) 793-5797
Email: Muni-GlensFalls@osc.state.ny.us

Serving: Clinton, Essex, Franklin, Fulton, Hamilton,
Montgomery, Rensselaer, Saratoga, Warren, Washington
counties

ALBANY REGIONAL OFFICE
Kenneth Madej, Chief Examiner
Office of the State Comptroller

22 Computer Drive West

Albany, New York 12205-1695
(518) 438-0093 Fax (518) 438-0367
Email: Muni-Albany@osc.state.ny.us

Serving: Albany, Columbia, Dutchess, Greene,
Schenectady, Ulster counties

HAUPPAUGE REGIONAL OFFICE
Jeffrey P. Leonard, Chief Examiner
Office of the State Comptroller

NYS Office Building, Room 3A10
Veterans Memorial Highway

Hauppauge, New York 11788-5533
(631) 952-6534 Fax (631) 952-6530
Email: Muni-Hauppauge@osc.state.ny.us

Serving: Nassau, Suffolk counties

NEWBURGH REGIONAL OFFICE
Christopher Ellis, Chief Examiner
Office of the State Comptroller

33 Airport Center Drive, Suite 103

New Windsor, New York 12553-4725
(845) 567-0858 Fax (845) 567-0080
Email: Muni-Newburgh@osc.state.ny.us

Serving: Orange, Putnam, Rockland, Westchester
counties
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