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2                OFFICE OF THE NEW YORK STATE COMPTROLLER2

State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability

March 2012

Dear Village Offi cials:

A top priority of the Offi ce of the State Comptroller is to help local government offi cials manage 
government resources effi ciently and effectively and, by so doing, provide accountability for 
tax dollars spent to support government operations. The Comptroller oversees the fi scal affairs of 
local governments statewide, as well as compliance with relevant statutes and observance of good 
business practices. This fi scal oversight is accomplished, in part, through our audits, which identify 
opportunities for improving operations and Village Board 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 the Village of Bridgewater, entitled Monitoring Financial 
Operations and Payroll Taxes. 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 offi cials 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 offi ce for your county, as listed 
at the end of this report.

Respectfully submitted,

Offi ce of the State Comptroller
Division of Local Government
and School Accountability
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Offi ce of the State Comptroller
State of New York

EXECUTIVE SUMMARY

The Village of Bridgewater (Village) is located in the Town of Bridgewater in Oneida County and has 
a population of 470. The Village’s 2011-12 operating budget totaled about $108,000 for the General 
Fund and $68,000 for the Water Fund.  These expenditures were funded primarily with revenues from 
real property tax, sales tax, water rents, and State aid.  

The Village is governed by an elected Board of Trustees (Board) which is composed of a Mayor and 
two Trustees, all of whom are elected for two-year terms. The Board is responsible for the general 
oversight of the Village’s operations. The Mayor is the chief executive offi cer and appoints the Clerk-
Treasurer, who is the chief fi scal offi cer.

Scope and Objectives

The objectives of our audit were to review Board monitoring of selected fi nancial operations and the 
Clerk-Treasurer’s withholding and remittance of payroll taxes for the period June 1, 2010 to August 
31, 2011. We extended the scope of our audit back to August 1, 2009 to review annual fi nancial 
report fi ling requirements and to April 2000 to review payroll taxes. Our audit addressed the following 
related questions:

• Did the Board properly monitor Village fi nancial operations by conducting an annual audit and 
ensuring the Clerk-Treasurer completed and provided the necessary fi nancial reports timely?

• Did the Clerk Treasurer withhold and remit payroll taxes to the appropriate Federal and State 
authorities?

Audit Results

The Board did not properly monitor the Village’s fi nancial operations when it failed to audit or cause to 
be audited the records and reports of the Clerk-Treasurer, as required by Village Law and the Village’s 
fi nancial accountability procedures. The Board also failed to ensure the Clerk-Treasurer completed 
and provided necessary fi nancial reports timely. 

The former Clerk-Treasurer withheld social security and Medicare (FICA) deductions from 
employees’ paychecks, but did not remit these withholdings to the IRS in a timely manner.  Furthermore, 
the Clerk-Treasurer did not withhold Federal income taxes. We reviewed payments to the IRS for 
payroll taxes remitted during our audit period and found the former Clerk-Treasurer fi led and remitted 
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employee and employer shares of FICA payroll taxes totaling $19,469 in July 2011,1 representing 
more than eleven years of taxes due from April 2000 to June 2011.

Comments of Local Offi cials

The results of our audit and recommendations have been discussed with Village offi cials and their 
comments, which appear in Appendix A, have been considered in preparing this report. Village 
offi cials generally agreed with our recommendations and indicated they planned to take corrective 
action.

1  Although the former Clerk-Treasurer left Village employment in March 2011, she continued to assist the current Clerk-
Treasurer with certain functions after she left, including fi ling past due tax returns with the IRS. 
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Background

Introduction

Objectives

Scope and
Methodology

The Village of Bridgewater (Village) is located in the Town of 
Bridgewater in Oneida County and has a population of 470. The 
Village’s 2011-12 operating budget totaled about $108,000 for the 
General Fund and $68,000 for the Water Fund. These expenditures 
were funded primarily with revenues from real property tax, sales tax, 
water rents, and State aid. 

The Village is governed by an elected Board of Trustees (Board) 
which is composed of a Mayor and two Trustees, all of whom are 
elected for two-year terms. The Board is responsible for the general 
oversight of the Village’s fi nancial operations. The Mayor is the chief 
executive offi cer and appoints the Clerk-Treasurer, who is the chief 
fi scal offi cer (CFO). As CFO, the Clerk-Treasurer is responsible for 
the custody of Village moneys, maintaining appropriate accounting 
records, withholding and remitting payroll taxes, and preparing 
monthly and annual fi nancial reports. The former Clerk-Treasurer 
was appointed in 1995. The Mayor appointed the current Clerk-
Treasurer in April 2011. 

The objectives of our audit were to review Board monitoring of 
selected fi nancial operations and the Clerk-Treasurer’s withholding 
and remittance of payroll taxes. Our audit addressed the following 
related questions: 

• Did the Board properly monitor Village fi nancial operations 
by conducting an annual audit and ensuring the Clerk-
Treasurer completed and provided the necessary fi nancial 
reports timely?

• Did the Clerk-Treasurer withhold and remit payroll taxes to 
the appropriate Federal and State authorities?

We examined Board monitoring of selected fi nancial operations and 
the Village’s withholding and remittance of payroll taxes for the 
period June 1, 2010 to August 31, 2011. We extended the scope of our 
audit back to August 1, 2009 to review annual fi nancial report fi ling 
requirements and to April 2000 to review payroll taxes. 

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 B of this report.
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The results of our audit and recommendations have been discussed 
with Local offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Village offi cials 
generally agreed with our recommendations and indicated they 
planned to take corrective action.

The Board has the responsibility to initiate corrective action. A 
written corrective action plan (CAP) that addresses the fi ndings and 
recommendations in this report should be prepared and forwarded 
to our offi ce within 90 days, pursuant to Section 35 of the General 
Municipal Law.  For more information on preparing and fi ling 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-
Treasurer’s offi ce.  

Comments of
Local Offi cials and
Corrective Action
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Monitoring Financial Operations

The Board must monitor the Village’s fi nancial operations so it can 
ensure Village assets are properly accounted for. Timely monitoring 
should provide reasonable assurance that errors and/or irregularities 
are detected and corrected.  

The Board did not properly monitor the Village’s fi nancial operations 
because it did not audit or cause to be audited the Clerk-Treasurer’s 
records and reports and it did not ensure the Clerk-Treasurer 
completed and provided annual and monthly reports timely, as 
required by Law and the Board’s Fiscal Accountability Policy 
(Policy).2  

Village Law requires that the Board annually audit, or have a Village 
offi cer, employee, or an independent public accountant audit, the 
records and reports maintained by the Clerk-Treasurer on the Village’s 
behalf. This annual audit helps the Board fulfi ll its fi scal oversight 
responsibilities and provides an added measure of assurance by 
providing Village offi cials with an opportunity to monitor the Clerk-
Treasurer’s performance, who has been entrusted with signifi cant 
fi nancial responsibilities.

The Board did not audit, or cause to be audited, the records maintained 
by the Clerk-Treasurer during our audit period. In addition to the 
annual audit requirement in Village Law, the Board’s Policy requires 
that an audit of the year’s fi nances will take place before the following 
monthly meeting, but as of the end of our fi eldwork in September 
2011, no audit was conducted for the fi scal year ending May 31, 
2011.  

The Mayor told us he thought the annual fi nancial report needed to 
be completed before the Board could perform the annual audit. The 
Board’s failure to perform an annual audit diminishes its ability to 
effectively monitor the Village’s fi nancial operations and could result 
in errors or irregularities occurring and remaining undetected and 
uncorrected. 

Local governments are required by Law to annually complete and fi le 
with the Offi ce of the State Comptroller (OSC), a detailed report of 
all fi nancial activity for the preceding year. This report provides the 
Board, OSC and Village residents with a tool for monitoring fi nancial 
operations. The Village is required to complete and submit its annual 
fi nancial report no later than 60 days after the close of the fi scal year. 

Annual Audit 

Annual Financial Report

2  Adopted April 4, 2011 
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While it is the Clerk-Treasurer’s responsibility to complete and fi le 
this annual report, the Board should have procedures in place to 
review this report for accuracy and ensure that the Clerk-Treasurer 
completes and submits it to OSC by the deadline.  

The Clerk-Treasurer has not fi led an annual report with OSC for the 
fi scal years ended in May 2009, 2010, or 2011. In addition to the Law, 
the Board’s Policy requires the Clerk-Treasurer to present a copy of 
the annual report to the Board for review at the regularly scheduled 
meeting following the due date for the annual report. As of the end of 
our fi eldwork in September 2011, no annual report was prepared or 
presented to the Board for the fi scal year ending May 31, 2011 (or the 
prior two years). Although the Board established procedures, it did 
not ensure they were complied with. 

The former Clerk-Treasurer told us she did not fi le the 
annual fi nancial reports because she was overwhelmed with her 
responsibilities. The current Clerk-Treasurer was unaware of the 
requirements to prepare and fi le an annual fi nancial report until we 
brought it to her attention. Annual fi nancial reports are essential for 
the Board to provide adequate oversight of the Village’s fi nancial 
operations. The failure to fi le timely annual fi nancial reports with the 
Board and OSC denies the Board and the public a primary fi scal tool 
to monitor the Village’s fi nancial affairs.

Good management practices include the preparation of monthly 
fi nancial reports for the Board and public to review. At a minimum, the 
monthly reports should include cash balances, comparisons of actual 
revenues and expenditures to amounts estimated in annual budgets, 
and bank reconciliations along with bank statements. Timely monthly 
reports provide essential fi nancial information, which the Board can 
use to monitor the Village’s fi nancial condition and compliance with 
the adopted budget.

We found the Clerk-Treasurer did not provide the Board with 
suffi cient monthly reports that would enable it to monitor the 
Village’s fi nancial activity. No budget-to-actual reports were provided 
to the Board and cash balances were only provided for four months3 
in the period audited. In addition, bank reconciliations were only 
provided for two months and bank statements for one month. 

Although the Board adopted a Policy in April 2011 that requires the 
Clerk-Treasurer to prepare and provide monthly fi nancial reports, 
the Policy only requires her to provide cash balances and budget-
to-actual comparisons of expenditures. Additionally, the Board has 

Monthly Financial 
Reports 

3  November 2010, January 2011, March 2011, and August 2011
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not enforced its Policy by requiring the Clerk-Treasurer to fi le the 
required fi nancial reports each month. Without timely and suffi cient 
monthly reports, the Board is limited in its ability to effectively 
monitor and make informed decisions concerning the Village’s 
fi nancial activities.

1. The Board should audit or cause to be audited the Clerk-
Treasurer’s records and reports on an annual basis.

2. The Board should ensure that the Clerk-Treasurer prepares and 
fi les the Village’s annual fi nancial reports with OSC and the 
Board in a timely manner.

3. The Board should ensure that the Clerk-Treasurer provides 
it with timely monthly reports that include budget-to-actual 
comparisons for revenues and expenditures, cash balances, bank 
reconciliations and the corresponding bank statements.  

Recommendations
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Payroll Taxes

The Clerk-Treasurer is responsible for ensuring that payroll taxes are 
properly withheld and reported and remitted on time to appropriate 
Federal and State agencies. This ensures that the Village is not charged 
penalties and interest for failure to comply with applicable Federal 
and State regulations.  

The former Clerk-Treasurer withheld social security and Medicare 
(FICA) deductions from employee’s paychecks, but did not remit 
these withholdings or the employer’s share of payroll taxes to the 
IRS in a timely manner. 

We reviewed payments to the Internal Revenue Service (IRS) for 
FICA payroll taxes during our audit period and found the former 
Clerk-Treasurer fi led and remitted employee and employer shares of 
FICA payroll taxes totaling $19,469 in July 2011,4 representing more 
than 11 years of taxes due from April 2000 to June 2011. According 
to the former Clerk-Treasurer, she routinely wrote checks to transfer 
the payroll withholdings from the general and water funds to the Trust 
and Agency (TA) fund bank account, but she held the checks and did 
not deposit them into the TA bank account.  Neither the former or 
current Clerk-Treasurer maintained TA fund accounting records to 
track payroll liabilities, so there was no record of the amount due 
to the IRS. The former Clerk-Treasurer fi led the overdue tax forms 
and remitted the funds to the IRS in July 2011, after we brought 
the delinquency to the attention of Village offi cials. The Mayor 
told us he was aware the taxes were being withheld from employee 
paychecks, but he was not aware the former Clerk-Treasurer did not 
remit the moneys to the IRS timely. 

Based on our review of employees’ salaries and wages for 2010, we 
determined the Village was not required to withhold State income 
taxes from employees’ pay. However, the Village should have 
withheld and remitted Federal income taxes for one employee whose 
wages exceeded the minimum wage level requiring withholdings. 
Although the amount of Federal income tax withholdings required 
for this employee was small (about $2.60 for the four-week payroll 
period we reviewed), it is important that the Clerk-Treasurer 
understand and comply with Federal withholding requirements.
 

4  Although the former Clerk-Treasurer left Village employment in March 2011, she 
continued to assist the current Clerk-Treasurer with certain functions after she left, 
including fi ling past due tax returns with the IRS. 



1111DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

Failing to comply with applicable Federal regulations for payroll 
tax fi ling and remittance could result in the Village being charged 
substantial interest and penalties by the IRS.  Although the Village 
had suffi cient cash available to pay the $19,459 liability for FICA 
taxes, additional interest and penalty charges have not been included 
in the budget and could have a negative impact on the Village’s 
overall fi nancial condition. If the Board had ensured performance of 
any of the monitoring functions previously discussed in our report 
(see our fi nding entitled Monitoring Financial Operations), the 
former Clerk-Treasurer’s failure to remit payroll taxes timely may 
have been identifi ed and the Board could have prevented the potential 
negative impact to the Village’s fi nancial condition. As of January 
2012, the Village has paid $11,213 in late fees, penalties and interest 
for delinquent FICA taxes.5 The Mayor told us the Village has been 
reimbursed $2,462 from the former Clerk-Treasurer and the Village 
has requested reduced interest and abatement of penalties paid from 
the IRS.  

4. The Clerk-Treasurer should fi le and remit all required payroll tax 
reports to the IRS timely.

5. The Clerk-Treasurer should withhold Federal income taxes from 
employees when required.

 
6. The Clerk-Treasurer should maintain appropriate TA fund records 

to track payroll liabilities.  

Recommendations

5  As of January 2012, interest and penalties for 11 of 44 delinquent payroll tax 
quarters have not been charged by the IRS.  
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APPENDIX A

RESPONSE FROM LOCAL OFFICIALS

The local offi cials’ response to this audit can be found on the following pages.  
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APPENDIX B

AUDIT METHODOLOGY AND STANDARDS 

During this audit, we examined the Board’s monitoring of selected fi nancial operations and the Clerk-
Treasurer’s withholding and remittance of payroll taxes for the period June 1, 2010 to August 31, 
2011. We extended our review of the annual fi nancial report fi lings back to August 1, 2009 and to April 
2000 to review payroll taxes. To accomplish our audit objectives and obtain relevant audit evidence, 
our procedures included the following: 
 

• We interviewed Village offi cials to gain an understanding of the policies and procedures used 
to account for the Village’s fi nancial operations, prepare monthly and annual fi nancial reports 
and conduct annual audits.  

• We reviewed all monthly reports prepared by the Clerk-Treasurer and provided to the Board 
for the period audited. 

• We interviewed the former and current Clerk-Treasurer to gain an understanding of the payroll 
tax withholding and remittance procedures. 

• We reviewed employee payroll payments recorded from October 2010 to December 2010 to 
determine if payroll taxes were withheld. To assess the reliability of the records and if the 
payroll payments clearing the bank agree with the records, we compared the payments to 
canceled checks. We also verifi ed that no Federal or State income taxes were withheld from 
employees’ paychecks during this quarter and that no income tax withholdings were reported 
on the Village’s 2010 W-3. Our sample quarter was selected because it represents the last 
quarter reported in the W-3. 

• We reviewed Federal and State income tax withholding requirements, 2010 W-2’s and the 
payroll records to determine if the Village was required to withhold income tax from 
employees’ paychecks.  

• We reviewed the employee and employer payroll taxes recorded for October 2010 to 
December 2010 for comparison to the quarterly 941 payroll tax report, to determine if the 
amounts agree and if the amounts reported on the Village 941’s are reliable. Our sample quarter 
was selected because it represents the last quarter reported in the W-3. 

• We reviewed all cancelled checks for payroll tax payments and all 941 payroll tax reports for 
the period April 2000 through June 2011 to determine the amount of payroll taxes fi led and 
remitted during the audit period. 

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 suffi cient, 
appropriate evidence to provide a reasonable basis for our fi ndings and conclusions based on our audit 
objectives. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objectives.
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APPENDIX C

HOW TO OBTAIN ADDITIONAL COPIES OF THE REPORT

Offi ce of the State Comptroller
Public Information Offi ce
110 State Street, 15th Floor
Albany, New York  12236
(518) 474-4015
http://www.osc.state.ny.us/localgov/

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