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State of New York
Office of the State Comptroller

Division of Local Government
and School Accountability

January 2012
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 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 Earlville, entitled Internal Controls Over Selected
Financial Operations. 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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State of New York
Office of the State Comptroller

EXECUTIVE SUMMARY

The Village is governed by an elected Board of Trustees (Board) which comprises a Mayor and four
Trustees. The Board is responsible for general oversight of Village operations. The Mayor is the chief
executive officer and the Clerk-Treasurer is the Village’s chief fiscal officer. The Village’s 2009-10
general and water fund budgets totaled $390,844 and $103,778.

Scope and Objective

The objective of our audit was to review the Village’s internal controls over selected financial operations
for the period of June 1, 2009 to May 31, 2010. Our audit addressed the following related questions:

» Did the Village maintain adequate accounting records to properly account for and report its
financial operations?

» Were internal controls over the Clerk-Treasurer’s cash receipts and disbursements appropriately
designed and operating effectively?

Audit Results

The Village does not maintain adequate accounting records. The Clerk-Treasurer does not use double-
entry accounting, maintain and reconcile control accounts, or use account numbers and titles as
required by the State Comptroller’s Uniform System of Accounts. Furthermore, spreadsheets used by
the Clerk-Treasurer instead of accounting records do not include descriptions for cash receipts, are not
integrated into the accounting system, and do not include audit trails. Because of the lack of adequate
accounting records, the Clerk-Treasurer did not file annual financial reports with the State Comptroller
since 2006-07, the Board’s ability to monitor operations is impaired, and there is an increased risk that
that errors or irregularities could occur. These deficiencies were caused by the failure of the Board to
provide adequate training or oversight. During our audit, the Village hired a consulting firm to revise
the accounting records and compile the annual financial reports at an additional cost of $16,000.

Internal controls over cash receipts and disbursements were also not appropriately designed and
operating effectively. The Board did not adopt policies and procedures for collecting real property
taxes or water rents, which had revenues of approximately $192,000 and $75,000 during 2009-10.
The Village had no limit as to the number of times water customers can self- report meter readings and
as a result, 38 percent of water customers were being billed based on the Clerk-Treasurer’s estimates
in July 2009. As a result of internal control weaknesses, taxes collected may not be deposited and
water revenues may not be billed and collected. Furthermore, the Clerk-Treasurer’s duties were not
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adequately segregated, and compensating controls, such as a proper review of bank reconciliations or
claims, or the performance of an annual audit, were not performed. The lack of segregation of duties
or compensating controls increases the risk that errors can occur and go undetected.

Comments of Local Officials

The results of our audit and recommendations have been discussed with Village officials and their
comments, which appear in Appendix A, have been considered in preparing this report. Village officials
generally agreed with our recommendations and indicated they planned to initiate corrective action.
Appendix B includes our comments on the issues raised in the Village’s response letter.
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Introduction

Background

Objective

Scope and
Methodology

Comments of
Local Officials and
Corrective Action

The Village of Earlville is located in the Town of Sherburne in
Chenango County, and the Town of Hamilton in Madison County,
and serves approximately 800 residents. The Village is governed by a
Board of Trustees (Board) which comprises a Mayor and four Trustees
all of whom are elected for a two year term. The Board is responsible
for general oversight of Village operations. The Mayor is the chief
executive officer and the Clerk-Treasurer is the Village’s chief fiscal
officer. As the chief fiscal officer, the Clerk-Treasurer is responsible
for the custody of Village moneys, maintaining accounting records
and preparing annual financial reports.

The Village provides fire protection to its residents and by contract
to the Towns of Hamilton, Sherburne and Lebanon. In addition,
the Village provides a variety of other services to the community,
including: water services, snow removal and brush and leaf pick up.
The Village’s 2009-10 general fund budget of $390,844 is funded
primarily by real property taxes, revenues from fire protection
contracts, and sales tax. The water fund budget of $103,778 was
primarily funded by water rents.

The objective of our audit was to review the Village’s internal controls
over selected financial operations. Our audit addressed the following
related questions:

* Did the Village maintain adequate accounting records to
properly account for and report its financial operations?

* Were internal controls over the Clerk-Treasurer’s cash receipts
and disbursements appropriately designed and operating
effectively?

We examined the records and reports, and cash receipts and
disbursements of the Village for the period June 1, 2009 to May 31,
2010. We extended our review to 2006 to determine if annual financial
reports were filed.

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.

The results of our audit and recommendations have been discussed
with Village officials and their comments, which appear in Appendix
A, have been considered in preparing this report. Village officials
generally agreed with our recommendations and indicated they
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planned to initiate corrective action. 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-
Treasurer’s office.
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Records and Reports

Accounting Records

The Board has the overall responsibility for the management of Village
property and finances. Inherent in this responsibility is the need to
obtain proper accounting reports. The Board must ensure that reports
are accurate and timely by providing training and oversight to ensure
the Clerk-Treasurer uses double-entry accounting, and maintains
and reconciles all accounts as required. In addition, the accounting
system must be integrated and include audit trails to minimize the
risk of errors and allow for the investigation of transactions should
questions arise as to accuracy.

The Clerk-Treasurer does not use double-entry accounting, maintain
and reconcile control accounts, or use account numbers and titles as
required by the State Comptroller’s Uniform System of Accounts.
Furthermore, the spreadsheets used for revenue and expenditure
accounts do not include descriptions for cash receipts, and are not
integrated into the accounting system or include audit trails. As a
result, the Clerk-Treasurer did not maintain sufficient accounting
records and did not file required annual financial reports with the State
Comptroller’s office since 2006-07. These deficiencies were caused
by the failure of the Board to provide training or oversight. During
our audit, the Village hired a consulting firm to revise the accounting
records and compile the annual financial reports at a cost of $16,000.

The Board is responsible for ensuring that the Clerk-Treasurer
maintains adequate accounting records. The Clerk-Treasurer is
required to use double-entry bookkeeping, and prepare general ledgers
control accounts for assets, liabilities, revenues, and expenditures.
The accounting records must include descriptive information for cash
receipts, and use account numbers and account titles in conformance
with the Uniform System of Accounts (USA) prescribed by the Office
of the State Comptroller (OSC). It is important that the accounting
system be integrated so that input does not have to be duplicated and
that reconciliations are performed to ensure accuracy. Audit trails
must be available to allow for the investigation of financial activity
as necessary.

The Clerk-Treasurer uses the Village’s accounting software system
to print checks and has developed a central recordkeeping process
composed of spreadsheets in a separate system. As a result, the Clerk-
Treasurer does not use double-entry bookkeeping, or have control
accounts for assets and liabilities. The system is also inadequate for
the following reasons:
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e The Clerk-Treasurer maintains a checkbook register
spreadsheet that acts as a cash disbursement journal and cash
control account. However, detailed cash receipts including
the specific nature, source and amount of each receipt are not
entered.

e The Clerk-Treasurer maintains separate spreadsheets for
each subsidiary revenue and expenditure account. However,
these individual spreadsheets do not have account numbers
and the titles are sometimes inaccurate, and therefore do not
comply with the USA. For example, a transfer to another
bank account was labeled as a debt payment.

» The Clerk-Treasurer’s revenue and expenditure spreadsheets
are not automatically posted, and they are not integrated into
the computer software system which is a proper accounting
system. In addition, the spreadsheets lack audit trails.

These deficiencies were caused by the failure of the Board to provide
the Clerk-Treasurer with adequate guidance, training, or oversight
of financial operations. The Clerk-Treasurer indicated he had no
background or experience in accounting.

The Clerk-Treasurer’s use of multiple spreadsheets for Village
accounting records results in data having to be entered more than
once. This is both time consuming and creates a risk that keypunch
errors could occur. In addition, there is no assurance that the
amounts recorded are correct, there is no clear audit trail between
cash collected and cash deposited, and there is no efficient way to
investigate transactions should questions arise as to their accuracy.
Control deficiencies throughout the process expose the Village to
the risk that errors or irregularities could occur and not be detected
and corrected in a timely manner. Furthermore, adequate accounting
records are necessary for the Clerk-Treasurer to convert accounting
information into the annual financial report.

Annual Financial Report Local governments are required by Law to annually complete and file
with OSC a detailed report of all financial activity for the preceding
year. The Village is required to complete and submit their annual
financial report no later than 60 days after the close of the fiscal year.
While it is the Clerk-Treasurer’s responsibility to complete and file
this report, the Board should have procedures to ensure that the Clerk-
Treasurer completes and submits it to OSC by the deadline.

Due to the lack of adequate accounting records, the Clerk-Treasurer
had not completed and filed the annual financial reports since 2006-
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Recommendations

07.! The annual financial report provides a tool for monitoring
financial operations. The absence of annual financial reports impairs
the Board’s and Village residents’ ability to monitor the Village’s
operations and financial condition and to make informed decisions
and manage Village operations properly.

During our audit, the Village began work on a water improvement
project funded by the United States Department of Agriculture. This
funding requires an audit of the Village’s records for the 2009-10
fiscal year. As a result of the audit requirement and the condition of
the accounting records, the Village hired a consulting firm to revise
the Village’s accounting records and compile the annual financial
reports in a format that would enable a CPA firm, also hired by the
Village, to audit the records. The hiring of someone to reconstruct the
records resulted in additional costs of approximately $16,000.

1. The Board should provide the Clerk-Treasurer with guidance,
training and oversight to ensure that the Clerk-Treasurer
maintains a complete accounting system. The Clerk-Treasurer
should ensure the system:

» Uses double-entry bookkeeping and maintain control accounts
for assets, liabilities, revenues and expenditures

e |Includes information as to the nature, source and amount of
each cash receipt

e Includes account numbers and accurate account titles in
conformance with the State Comptroller’s Uniform System
of Accounts

* Eliminates the need to enter data more than once

e Includes audit trails.

2. The Board should ensure that the Clerk-Treasurer files annual

financial reports with OSC no later than 60 days after the close of
the fiscal year.

! After the completion of our audit, the Village filed the annual financial reports
through the fiscal year 2009-10.
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Cash Receipts and Disbursements

Real Property
Tax Receipts

Water Rents

The Board is responsible for establishing internal controls to properly
safeguard the Village’s cash assets. This includes adopting policies
and procedures to ensure that real property taxes and water revenues
are collected and deposited. The Board must also ensure that key
duties (i.e., maintaining the accounting records, cash receipts,
cash disbursements and bank reconciliations) are segregated or
that compensating controls, such as management reviews of bank
reconciliations and claims and annual audits, are performed.

The Board has not adopted policies and procedures for real property
taxes or water operations, key duties are not segregated, and reviews
of bank reconciliations and claims, and annual audits, are not properly
performed. Asaresult, taxes and water revenues may not be deposited,
payments may be made without contract to indicate the services to be
provided, and there is an increased risk that irregularities could occur.

Real property taxes are the primary source for financing Village
operations and totaled $191,944 for the 2009-10 fiscal year. Real
property taxes are levied on the first of June every year and are
collected by the Clerk-Treasurer from that date through the date
unpaids are returned to the County.? The Board is responsible for
establishing policies and procedures to ensure that a chronological
record is maintained for tax receipts so that a clear audit trail exists
between moneys received, recorded and deposited.

The Board has not established policies and procedures for collecting
real property taxes. Consequently, the Clerk-Treasurer does not
maintain a chronological listing of taxes collected that is traceable to
bank deposits. Tax receipts are hand-written on the tax rolls, which
are not organized chronologically.® The Clerk-Treasurer accumulates
tax receipts and periodically makes deposits. Due to this weakness, we
reviewed tax receipts and deposits during our audit period. Although
we did not find any material errors, without a chronological record,
the Village lacks a clear audit trail. As a result, the Village is at risk
that taxes collected may not be deposited.

Water rents are the primary source of funding for water operations
and totaled approximately $75,000 for the 2009-10 fiscal year. The
Board is responsible for adopting policies and procedures to ensure
that water rents are billed based on actual meter readings, that no

2 The County then pays the Village the uncollected taxes, and the uncollected taxes
are relevied onto the County roll.
3 Chenango County is organized by parcel number, Madison County is organized

by address.
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individual has unsupervised control over the entire billing and
collection process, and that a customer control account is maintained
and independently reconciled to detail customer records to ensure
accuracy.

The Board has not adopted policies and procedures for collecting
water rents. As a result, controls are not appropriately designed and
operating effectively, as follows:

* Meter Readings — The Clerk-Treasurer prepares water
bills twice a year. Prior to each billing, the Clerk-Treasurer
generates a list of meters to read. The list is provided to the
Department of Public Works employees who use the list to
record current usage. However, in situations where meters
are not working, the meter readers do not have access to the
meters, or the readings appears unreasonable to the Clerk-
Treasurer, the Clerk-Treasurer estimates the readings. In
addition, where access is not possible, customers sometimes
self-report meter readings. There is no limit as to the number
of times readings may be estimated or customers may self-
report readings.

» Billings and Collections — The Clerk-Treasurer inputs the
readings into the computer system, generates the computerized
billing records, and prints and mails final water bills to
customers. However, the Clerk-Treasurer can process billing
adjustments without Board approval. The Clerk-Treasurer
also collects and deposits water receipts, records receipts in
the billing software, and prepares the list of unpaid accounts
for relevy on the tax roll for collection. Although the Clerk-
Treasurer manually verifies a selection of bills to be sent to
customers for accuracy, there is no independent review of the
billings, collections or levy of unpaid accounts on the tax roll
for reasonableness.

e Control Account — The Clerk-Treasurer does not maintain a
rents receivable control account that reflects the total activity
in the customer accounts. Consequently, Village officials do
not reconcile the total of the balances for all customer accounts
to ensure the accuracy of the records.

These weaknesses in controls diminish the ability of Village officials
to detect trends in billings and collections that would require
investigation and further action. Because of these weaknesses, we
inquired as to the status of 104* of 413 water customer accounts

4 We selected accounts that were either highlighted, marked with an asterisk or did
not have a recorded meter reading causing us to believe a higher risk existed.
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Segregation of Duties

selected from the July 2009 water billing. DPW employees provided
the following information:

» Twenty accounts had meters that were not working
» Fourteen accounts had meters that could not be accessed
» Six accounts had meter reading errors.

Consequently, 40 of the 104 accounts (38 percent) were billed based
on estimates made by the Clerk-Treasurer. In addition, we randomly
selected and tested 31 accounts for the July 2009 and January 2010
billings. We recomputed the water billing based on rates in effect and
the recorded water consumption, and verified whether they were paid,
levied or remained unpaid.

Although we did not find any material errors, the failure of the Board
to establish policies and procedure and oversee the Clerk-Treasurer,
increased the risk that improper adjustments could be made, customers
could be underestimating their meter readings, or that customers could
receive inaccurate or incomplete billings. All of which could result
in the Village failing to collect all revenues needed to fund operations
and expose the Village to financial loss.

The Boardisresponsible for establishing controls to provide reasonable
assurance that cash is safeguarded and accounted for and that financial
transactions are authorized and properly recorded. The concentration
of key duties with one individual (i.e., maintaining the accounting
records, cash receipts, cash disbursements and bank reconciliations)
significantly increases the risk that errors or irregularities could
occur. Where it is not feasible to segregate duties, the Board must
institute compensating controls such as independent reviews of bank
statements, checks and bank reconciliations, and properly perform its
statutory duty of verifying that claims are properly supported and are
for proper Village purposes before authorizing payment.

The Clerk-Treasurer’s duties were not adequately segregated. He
maintained the Village accounting records, collected and deposited
cash receipts including real property taxes, water rents, and
governmental aid, prepared voucher packets for Board audit, and
generated, signed and mailed checks. He also processed online and
electronic payments, received the bank statements and reconciled
the adjusted bank balances with the cash control accounts.® With
these duties, the Clerk-Treasurer could initiate, process and conceal
inappropriate transactions.

5 After our audit period, the Trustee began receiving and reviewing the bank
statements and cancelled checks before forwarding them to the Clerk-Treasurer.
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Annual Audits

These risks were somewhat mitigated because a second signature
was required on all checks, and the Mayor told us that he reviewed
claims prior to signing the checks. The Board also assigned one of the
Trustees to review the bank reconciliations. However, we reviewed
twelve monthly bank reconciliations for the bank account with the
most activity and found that two did not agree with the “running”
check register balance they were intended to reconcile with. After
we informed the Clerk-Treasurer of the errors both reconciliations
were correctly revised and reconciled to the adjusted bank balances.
However, the failure of the Trustee to find the errors in his review
calls into question the effectiveness of this control.

Due to these control weaknesses, we compared known receipts to bank
deposits and reviewed claims and documentation for 52 payments
totaling $ 64,000.° We also reviewed 10 electronic and online
payments totaling $7,740. We found no exceptions for the deposits
or the electronic and online payments. However, we identified five
payments totaling $9,500 that were paid to private organizations. The
Village paid $1,000 to an opera house, $5,000 to a senior citizens
center, and $3,500 to a museum without written contracts to indicate
the services to be provided in exchange for the payments. Although
these payments were authorized by the Board, they could be improper.
The New York State Constitution prohibits villages from making
gifts of money to aid private organizations. The lack of segregation
of duties or compensating controls increases the risk that errors can
occur and go undetected.

Village Law requires the Board to annually audit, or have a Village
officer, employee, or an independent public accountant audit, the
financial records of the Clerk-Treasurer. This annual audit provides
an independent verification that transactions have been properly
recorded and that cash has been properly accounted for. It also
provides Board members with assurance that the financial records
and reports contain reliable information on which to base financial
decisions.

The Board did not audit, or cause to be audited, the financial records
of the Clerk-Treasurer for the fiscal year ended May 2009.” Village
officials told us they thought a Board member audited the accounting
records monthly through his review of bank reconciliations. However,

& We selected payments by determining we had all of the payments that cleared
the bank, and the selected certain payments based on the perceived nature of the
payments, payee names, amounts and number of payments made to particular
payees.

" During our audit, the Village began work on a water improvement project funded
by the United States Department of Agriculture. This funding requires an audit of
the Village’s records for the 2009-10 fiscal year. See “Annual Financial Report”
section.
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his review is not sufficient because it does not include the necessary
review of records other than the cash account (e.g., payroll records,
water rent receivable records). The Board’s annual audit could have
helped compensate for the lack of segregation of duties discussed
previously. The failure to perform an annual audit diminishes the
Board’s ability to monitor financial operations and could result in
errors or irregularities occurring and remaining undetected and
uncorrected.

Recommendations 3. The Board should establish policies and procedures to ensure the
Clerk-Treasurer maintains a chronological record of tax receipts.

4. The Board should adopt policies and procedures for water
operations that:

* Require the repair or replacement of meters that are not
working

» Establish limits for the number of times a meter reading can
be estimated and the number of times customers can self
report readings

* Require the Clerk-Treasurer to obtain Board approval for
billing adjustments

* Require an independent review of billings, collections and the
unpaid amounts levied on the tax roll for collection

* Require the maintenance of a rents receivable control account
and an independent reconciliation of the account to the total
of the balances for all customer accounts.

5. The Board should ensure that the Trustee verifies that the adjusted
bank balances per the bank reconciliations agree with the check
register balances.

6. The Board should ensure payments are not made to private
organizations without written contracts to indicate the services to
be provided in exchange for the payments.

7. The Board should annually audit, or cause to be audited, the
financial records of the Clerk-Treasurer.
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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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ayor .,
Mayor Sireets Commissioner

William Excell Wator Sumerintendont
T rustees Bernard Thayer
Margaret Corey Yillage J usnge
Dr. Gerald Hayes Ronald Hailston
Henry Moore Clerk / Treasurer
, , ~ Kelly Beach
Thomas Taylor Carlulte, New Qjprb
Firgr Sefiemar! 17412
January 18,2012

Rebecca Wilcox, Chief Examiner
Oifice of the State Comprtroller
State Office Building, Room 409
333 E. Washington St

Syracuse, NY 13202-1428

Dear Ms, Wilcox:

On behalf of the Village of Farlvilie, I 2m writing to acknowledge receipt of the Comptroller’s audit of internal
Centrol Over Selected Financial Operations conducted by members of your stall for the period from June 1,
2009 to May 31, 2000. Please aliow me to convey our appreciarion for the time and effort of vour staff
throughour the audit process. The Village is pleased with the recent improvements we have implemenred in
regards to the accounting records and controls that have been put into practice and welcomes guidance that
may help us improve Upon, our current pracrices and procedures.

Given the extent of the audit. the Viliage is pleased that the Comptrollers office found no evidence of
frauclulent activity or significant financial problems and actuaily witmessed some of the implementations which
began to address some of the issues identified. While the Village generally agrees with the recommendations
included in the audit report and shares the comptrollers’ comminment to strengthen controls ivtended to
safeguerd the Village's assets, there are some clarifications whickh we would like to make in response to the
findings of this audit report.

The following constitures rhe Village's response, which shall be followed with a formal Corrective Action Plan
as vequired after the final audit report is issued. Many of the recommendations found in the audit have already
been implemented,

I. RECORDS AND REPORTS

Response to recommendarions -2

The recommendations contained in this section have already been implemenced. The Board has retained the
services of Municinal Solutions vo provide guidance, training and oversight to ensure that the Clerk- Treasurer
maintains a complete accounting system. A new doubie-entry accounting soltware systern has a’so heen
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implemented as well as traning for the correct use of the new and pre-existing software. Correct account
numbers and accurate account titles in conformance with the State Comptroller's Uniform System of Accounts
have been urilized with the new accounting systerm, as well as the ability vo include the information as to the
nature, source, and amount of each cash receipt. The new accounting software allows the Village to maintain
control accounts tor assets, liabilities, revenues and expenditures as well as eliminaring the need to enter data
more than once. [t also gives an easy audit trail. In regards to filing rimely annual financial repores witk OSC,
the Village had retainec Johr: Savash from Municipal Solutions prior to the Stare's audit to assist and train on
corzect AUT financials.

[L. CASH RECEIPTS AND DISEURSEMENTS
Response to recommendaricns 3-7:

Real Properry Tax Receipts- Tne Board disagrees with your Hndings i regards ro Real Property Tax Receipts
in that the Clerk-Treasurer did in fact maintain a chronological record for tax receipts thar provided 2 clear
audit trail berween moneys received, recorded and deposited. Admitredly, the information was spread our
between spreadsheets, however it was easily waceable and chronelogically in order. With the Village
switching to the new double entry accounting program, the audit trail should be much easier to trace in the
furure since all the information will be in one place rather than spread cut berween several spreadshects.

Water Rents- The Village has been aware of the issues resulting in your recommendations regarding water
meter readings. Prior to the audit, the Village had undertaken a large water project which includes the
purchase and use of digital water meters. These new meters will remove the necessity of estimating water
usage as the Village workers will be able to read the meters from the roadside; removing the need o gain inside
access to residential homes to obtain water readings. To date 6 of these new meters have been installed and are
in use; it is planned that meter installation should be complete by Seprember 2012. The Board has established
policies and procedures that require the repair or replacement of meters that are noz working and limit rhe
number of times that customers can call in to self repore a meter reading. The Board has aclopred the policy
that once the new meters are in place and working, a reading may only be estimated | time a year. The Roard
as had an existing policy thart the Clerk-Treasurer obtains approval of the Water Bills from the Board prior to
mailing them as well as any adjustments that may be made. Based on your recommendartions, the
Reconciliation Officer has been appointed to perform penodic reviews of billings, collections and unpaid
amotntes levied on rhe tax roll for collection.

Bank Reconciliation- The Clerk-Treasurer has modified and made easier w0 understand the Bank reconciliation
process for the Board Liaison to reconcile all bank statements to check register balances. This should remove
the chaace of future errors for the Reconciliation Officer.

The Board agrees with your recommendaticns regarding taking steps to ensure that payments are made to
private organizations only with written conrracts thar indicate the sezvices to be provided in exchange. The
Village has notified the orgarizations in questicn and is taking steps in obtaining contraces with them

In response to your last recommendation, the Village had already obtained the services of Ciaschi,
Dierershagen, Little, Mickelson & Co., LLP to perform an annual audit of the financial records of the Clerk-
Tzcasure. This [firm perfonime! the first avdit the week followirg the State Andit and the members of your staff
were aware that the Village had already taken this yearly step hased on the recommendation of USDA RD. May
I point out. that the audit report issued by Ciaschi for the 2009-2010 fiscal year was an unqualified opinion.
The Hrm has also just recently started work on the 2013-2011 zudits for the Village.

See
Note 1
Page 19

See
Note 2
Page 19

DivisioN oF LocaL GOVERNMENT AND ScHOOL ACCOUNTABILITY




The Board concurs that accurate and complete accounting records are essential to maintain accountability over
financial resouzces. In January 2011, the previous Clerk- Treasurer left his appointment and the Board
appointed a new Clerk-Treasurer who has assisted in implementing your recommendations including the
conversion from using spreadsheets for record keeping o a double enmry accounting system. The Village now
has a comprehensive and efficient system which has combined three different systems and auzomated many
manual dutics.

In conclusion, | want to again thank you and your staff for your recommendations and expertise. Our goal as a
Board is to proficiently manage operations and provide transparency, while ensuring our residents continue to
be provided with excellent service at the lowest possible cost. The Village will continue to monitor its systems
and controls and continue in its effort to safeguard Village assers.

\\ ’? 3 / L
L) iyt
William Fxcell,
Mayor
Village of Earlville
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APPENDIX B

OSC COMMENTS ON THE VILLAGE’S RESPONSE

Note 1

The Village did not maintain a chronological record of tax receipts with a clear audit trail. Although
the Village did maintain a separate spreadsheet for each revenue account, individual receipts could be
spread across multiple spreadsheets (e.g., taxes and penalties were recorded on separate spreadsheets).
In addition, deposits could contain receipts recorded on numerous revenue spreadsheets. Although
each revenue account contained chronological entries, individual entries on each revenue account
needed to be combined in an attempt to match an amount deposited. At the time of our audit the
Village Clerk-Treasurer concurred with our assessment that it would be difficult and time consuming
to trace receipts to individual deposits.

Note 2

Now that the Village is maintaining computerized accounting records, bank statements should be
reconciled to the cash control accounts in the accounting records, not just to the check register balance.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS

The objective of our audit was to determine if the Village maintains adequate accounting records
to account for and report its financial operations, and if internal controls over cash receipts and
disbursements were appropriately designed and operating effectively. We performed the following
audit procedures:

We interviewed Village officials and documented and evaluated internal controls over the
recordkeeping, and cash receipts and disbursements processes.

We viewed accounting records and reports for completeness and for unusual items.

We inquired as to the meter status of customer accounts, and reviewed water rent billings for
two billings to determine if the bills were properly paid, re-levied onto the real property taxes,
adjusted or remained unpaid.

We compared bank reconciliations to check register balances.

We verified that real property tax receipts, water rents, State aid payments, County payments,
fire contract amounts and franchise fees were deposited by comparing total amounts deposited
into Village bank accounts with the total amount of known receipts (June 1, 2009 to May 31,
2010).

We verified that all checks that cleared Village bank accounts were available for our examination.
We selected 52 cancelled checks and related claims totaling $63,995 to determine if they were
for proper Village purposes.

We selected eight on line payments totaling $ 2,750.44 and two electronic Federal Tax Payment
System payments totaling $ 4,986.92 to determine if they were for proper Village purposes. We
selected three of four vendors that were paid the highest dollar values.

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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Office of the State Comptroller

State Office Building - Suite 1702

44 Hawley Street

Binghamton, New York 13901-4417
(607) 721-8306 Fax (607) 721-8313
Email: Muni-Binghamton@osc.state.ny.us
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295 Main Street, Suite 1032
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Serving: Nassau and Suffolk Counties

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

33 Airport Center Drive, Suite 103
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(845) 567-0858 Fax (845) 567-0080
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The Powers Building
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State Office Building, Room 409
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Serving: Herkimer, Jefferson, Lewis, Madison,
Oneida, Onondaga, Oswego, St. Lawrence Counties
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