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State of New York
Offi ce of the State Comptroller

Division of Local Government
and School Accountability
 
November 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 Otisville, entitled Accounting for Fire Protection 
District Funds. 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

State of New York
Offi ce of the State Comptroller
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Background

Introduction

Objective

The Village of Otisville (Village) is located in Orange County, covers 
20 square miles, and has a population of 1,068. The Village provides 
various services to its residents, including general government 
support, street maintenance and improvement, water services, 
fi re protection, and snow removal. The Village primarily funds its 
annual budget with real property taxes, revenue from fi re protection 
contracts, and water rents. The Village is governed by an elected 
Board of Trustees (Board) comprising a Mayor and four Trustees. 
The Board is the legislative body responsible for managing Village 
operations, including the Fire Department. 

The Mayor serves as the Village’s chief executive offi cer. The Mayor 
appoints the Clerk-Treasurer and Deputy Clerk-Treasurer to manage 
the Village’s day-to-day operations. The Clerk-Treasurer and Deputy 
Clerk-Treasurer are responsible for the receipt, disbursement, and 
custody of Village moneys, and the maintenance of accounting 
records. 

The Village entered into a contract with the Town of Mount Hope 
(Town) to provide fi re protection for most Town residents living 
within the fi re protection district, with the exception of the Howells 
area, which is covered by the Howells Fire District.  The contract 
amounts for fi scal years 2010 and 2011 were $337,971 and $304,665, 
respectively.  The Village also received a $25,000 grant for fi re 
protection from New York State during the 2011 fi scal year.    

The Village’s 2010-11 budgeted general fund expenditures were 
approximately $965,000, and the fi re department’s expenditures were 
approximately $434,000. These expenditures were funded primarily 
with real property taxes and State aid.

The objective of our audit was to examine the Village’s records 
for fi re protection district funds. Our audit addressed the following 
related question:

• Were the Village’s records for fi re protection district funds 
accurate and complete? 

We examined the Village’s fi nancial operations related to fi re protection 
district funds for the period June 1, 2010 through November 9, 2011. 

We conducted our audit in accordance with generally accepted 
government auditing standards (GAGAS). More information on such 

Scope and
Methodology



4                OFFICE OF THE NEW YORK STATE COMPTROLLER4

Comments of
Village Offi cials and
Corrective Action

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 offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Except as indicated 
in Appendix A, Village offi cials generally agreed with the fi ndings 
in our report and indicated they planned to initiate corrective action. 
Appendix B includes our comment on an issue Village offi cials raised 
in their response.

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’s 
offi ce.
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Board Responsibilities

The Board is responsible for overseeing the Village’s fi nancial 
operations and safeguarding the Village’s fi nancial resources. The 
Board fulfi lls this responsibility, in part, by ensuring that fi nancial 
transactions are properly authorized, recorded and reported, and that 
records are accurate and complete. We used Board resolutions and 
applicable rules and regulations as standards for assessing whether 
transactions were properly authorized and reported, and whether 
records were accurate and complete. 

We identifi ed some improper accounting practices and questionable 
transactions relating to the Village’s fi re protection district funds. 
Cash disbursement records were not accurate and complete. The 
Clerk-Treasurer and Deputy Clerk-Treasurer did not number checks 
in the accounting software in sequential order, and 204,265 check 
numbers were omitted from the accounts payable check registers for 
fi scal years 2009-10 and 2010-11.  Similarly, 3,663 check numbers 
were missing from the 2009-10 and 2010-11 fi scal years’ payroll 
check registers. We also found 22 instances of duplicate check 
numbers used.  Village offi cials could not locate records authorizing 
the establishment of two fi re reserves and the purpose and use of 
the reserves. These discrepancies occurred because the Board did 
not properly monitor the Village’s fi nancial transactions. The Board 
did not review the Clerk-Treasurer’s and Deputy Clerk-Treasurer’s 
work for accuracy, and did not audit the Clerk-Treasurer’s accounting 
records, as required by Village Law. The Board’s lack of oversight 
exposes the Village to the risk of fraud and irregularities. 

Most computerized accounting systems require unique, sequentially-
numbered transactions, which enable Village offi cials to monitor 
transactions from their inception through the accounting records 
and reports. To ensure that check disbursements are accurate and 
complete, Village offi cials should maintain sequential check numbers 
within the accounting system and retain original checks, whether 
used or voided.

We reviewed the Village’s payroll and cash disbursement registers. 
Each register is a list of checks showing vendor names, check 
amounts, check dates and check numbers; however, the registers did 
not include a description that could be used to determine whether a 
particular disbursement was related to fi re protection activities.  We 
also found the registers did not include all check numbers that were 
issued.  Check numbers were omitted from the check register, issued 
out of sequence, or duplicated. We found that 204,265 check numbers 

Cash Disbursements 
Records 
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were omitted from the accounts payable check register for fi scal years 
2009-10 and 2010-11. Also, 3,663 check numbers were missing from 
the fi scal years 2009-10 and 2010-11 payroll check registers. 

These signifi cant discrepancies occurred because the Clerk-Treasurer 
and Deputy Clerk-Treasurer did not number the checks in sequential 
order. For example, during fi scal year 2009-10, the accounts payable 
register began with check number fi ve and ended with check number 
91,109; during fi scal year 2010-11, the accounts payable check 
register began with check number 7,002 and ended with check number 
9,020.  The Clerk-Treasurer and Deputy Clerk-Treasurer issued check 
number fi ve at the beginning of fi scal year 2009-10; check number 
821 was the next check issued. There were no records accounting for 
check numbers six through 820. This situation occurred throughout 
both fi scal years, resulting in the large number of unaccounted-for 
check numbers. 

We also found 22 instances of duplicate check numbers used.  The 
duplicate checks were written on different dates, for different 
amounts, and to different payees. For example, check number 3,460 
was issued to two vendors. One check was issued to the New York 
State Retirement System on November 20, 2009, for $30,846. The 
second check was made out to another vendor on December 4, 2009, 
for $164. 

These discrepancies occurred because the Clerk-Treasurer and Deputy 
Clerk-Treasurer were responsible for the entire cash disbursements 
process, and no one reviewed their work to ensure that the checks 
were accurate and issued in sequential order. The Clerk-Treasurer 
stated that the fi nancial software system allowed them to enter the 
same check numbers more than once, which resulted in duplicate 
check numbers. Had someone periodically reviewed the Clerk-
Treasurer’s and Deputy Clerk-Treasurer’s work, these duplicate and 
missing check numbers could have been detected and corrected.

Accountability over cash disbursements is greatly compromised 
when check numbers are issued out of sequence, duplicated, missing, 
or omitted. As a result, the risk is increased that moneys could be 
misappropriated without detection or correction.

Reserve funds may be established by Board action, pursuant to various 
laws, and are used to fi nance specifi c purposes. The statutes pursuant 
to which the reserves are established determine how the reserves 
may be funded, expended or discontinued. When used properly and 
funded in reasonable amounts, reserves provide a degree of fi nancial 
stability. The Board must maintain appropriate records to clearly 
communicate to the public how these reserve funds will be used.

Reserve Funds Records
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The Village had fi ve fi re reserve bank accounts that had activity 
during the fi ve years of the fi re protection agreement with the Town: 
Air Pack Reserve Fund, Village Fire Truck Fund, Firefi ghter Uniform 
Reserve Fund, Building Reserve Fund, and Fire Rescue Equipment. 
The fi ve reserve funds had a combined balance of $78,345 as of 
May 31, 2011. Village offi cials could only locate records for three 
of the fi ve reserves to show that they established the reserves, and to 
document the purpose and use of the reserves. The Clerk-Treasurer 
said that the reserves and bank accounts were established before she 
took offi ce. Therefore, she was not aware of the reason the Board 
resolutions establishing two reserves were missing. 

Further, one of these reserves (the Village Fire Truck reserve) is no 
longer needed because the Village purchased the fi re truck.  While 
the Village did not maintain records of the date the fi re truck was 
purchased, we found a check to the vendor dated September 3, 2003, 
for $200,000. This reserve had an ending balance of $31,937 on May 
31, 2011.

Without proper documentation authorizing these reserves and 
establishing their purpose, there is no assurance that the Village is 
properly accumulating funds in the reserves or using the reserves for 
their stated purposes. Further, continuing to fund reserves that are no 
longer necessary restricts the use of Village funds for other necessary 
purposes.

Village Law requires the Board to annually audit, or have a Village 
offi cer, employee, or an independent public accountant audit, the 
fi nancial records of the Clerk-Treasurer. This annual audit provides 
an independent verifi cation that transactions have been properly 
recorded and reported and that cash has been properly accounted 
for. It also provides Board members with added assurance that the 
Treasurer’s fi nancial records and reports contain reliable information 
on which to base management decisions. 

The Board did not audit or contract with an independent auditor 
to audit the Clerk-Treasurer’s fi nancial records and reports for the 
fi scal years ending May 31, 2010 and May 31, 2011, as required by 
law. This lack of oversight diminishes the Board’s ability to monitor 
fi nancial operations and could result in the Board’s failure to detect 
cash receipt or disbursement transactions that were not properly 
recorded or reported by the Clerk-Treasurer and the Deputy Clerk-
Treasurer. 

1. The Board should ensure that the Clerk-Treasurer and the Deputy 
Clerk-Treasurer issue checks in sequential order and maintain a 
list of checks issued. 

Annual Audit 

Recommendations



8                OFFICE OF THE NEW YORK STATE COMPTROLLER8

2. The Board should ensure that there is an independent review of 
all canceled checks, and investigate any checks that are missing 
and checks that have been issued with the same check number.

3. The Board should ensure that it has all resolutions for reserve 
funds on fi le to document that the reserves have been properly 
established. 

4. The Board should ensure that all reserves are reviewed on an 
annual basis to assess if their balances are reasonable. The Board 
should close all reserves that have met their purpose and are no 
longer being used. 

5. The Board should audit or cause an audit of the Clerk-Treasurer’s 
records on an annual basis.
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APPENDIX A

RESPONSE FROM VILLAGE OFFICIALS

The Village offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 12

 See
 Note 1
 Page 12
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APPENDIX B

OSC COMMENT ON THE VILLAGE’S RESPONSE

Note 1

We met with the Clerk-Treasurer continuously during the course of the audit and discussed the missing 
check numbers in detail.  The Clerk-Treasurer provided various reasons for the discrepancies. While 
she asserted that certain gaps resulted from printing errors, she could not produce copies of the voided 
checks. Other gaps in the check numbers occurred because the Clerk-Treasurer and the Deputy Clerk-
Treasurer issued manual checks out of sequential numeric order. The Clerk-Treasurer also told us 
that the fi nancial software allowed a check number to be entered more than once, which caused the 
duplicate check numbers.  
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to determine whether the Village’s records for fi re protection district funds were 
accurate and complete. To accomplish our objective, we interviewed Village offi cials, performed limited 
tests of transactions, and reviewed pertinent documents, such as Board minutes, bank statements, and 
available fi nancial documents and records. After reviewing the information gathered during our initial 
assessment, we determined where weaknesses existed and decided upon the reported objective and 
scope by selecting for audit those areas most at risk. We selected the Clerk-Treasurer’s records and 
reports related to the fi re protection district for further testing. Our procedures included the following:

We performed an assessment of the internal controls in place over fi nancial record keeping.

We interviewed Village offi cials and reviewed records and documents to determine whether adequate 
records were available, and where and how the records were maintained; whether the Clerk-Treasurer 
provided monthly fi nancial reports to the Board and fi led annual fi nancial reports with the Offi ce 
of the State Comptroller; and whether the Board audited the Clerk-Treasurer’s records and reports 
annually.  

We conducted tests and analyses of the Clerk-Treasurer’s records, including a scan of the check 
register, to determine if checks were issued out of sequence, if checks were entered twice or omitted, 
and if voided checks were properly handled.

We obtained and reviewed billing records from the Town and the Village’s fi re department’s bank 
statements to determine what the Town paid the Village for providing fi re protection services during 
2010 and 2011, and what moneys the Village deposited from the Town.

We traced 36 check numbers missing from the payroll and cash disbursement check registers to bank 
statements to determine whether the checks had been cashed and who cashed them.
 
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 
objective. We believe that the evidence obtained provides a reasonable basis for our fi ndings and 
conclusions based on our audit objective.
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APPENDIX D

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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