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Village of Oyster Bay Cove

Audit Objective

Determine if the Village of Oyster Bay Cove (Village)
Board of Trustees (Board) ensured that claims were
adequately supported, for appropriate Village purposes
and audited before payment.

Key Findings

The Board did not ensure that claims were adequately
supported, for appropriate Village purposes and audited
before payment.

The Board reviewed and approved warrants (list of
claims) without auditing the individual claims. We
reviewed 304 claims totaling $775,633 and found
that although these claims were for legitimate Village
purposes, none of the claims were audited by the
Board.

Key Recommendations

Conduct a deliberate and thorough audit of claims
prior to payment.

Claims paid before audit should be limited to those
authorized under Village Law and presented at the
next regular Board meeting for audit.

Except as noted in Appendix A, Village officials generally
agreed with our recommendations and indicated they
were taking corrective action. Appendix B includes our
comments on the Village’s response.

Background

The Village is in the Town of
Oyster Bay in Nassau County.
The Village is governed by an
elected Board, which is composed
of four Trustees and the Mayor.
The Board is responsible for the
overall management and oversight
of Village operations, including the
audit of claims.

The Board-appointed Clerk-
Treasurer is responsible for
distributing, receiving and
maintaining custody of Village
money.

2020-21 Expenditures $6,411,576
Claims Paid During

Audit Period $7,595,334
Claims Reviewed $775,633

Audit Period
May 1, 2019 — July 31, 2021

We extended our audit scope to
March 31, 2022, to review the
Village’s current claims audit
procedures.
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What Is an Effective Claims Audit Process?

An effective claims audit process ensures that taxpayers’ funds are being spent
and handled properly, identifies conditions in need of improvement and provides
oversight and review of the village’s disbursements process. New York State
Village Law (Village Law) Section 5-524 requires a board to audit all claims’
against the village prior to authorizing the Clerk-Treasurer to make payment.

The board should conduct an independent, deliberate and thorough audit of every
claim against the village. It is important for the board to determine whether each
claim represents actual and necessary village expenditures, is supported by
itemized invoices or receipts, complies with board-adopted policies, and contains
evidence of receipt of goods or services and required signatures.

The Board may by resolution authorize payments in advance of audit of claims for
public utility services, postage, freight and express charges. All such claims shall
be presented at the next regular meeting for audit. The term public utility services
shall mean electric, water, sewer and telephone services.

The Board Did Not Audit Claims

The Board does not audit claims. Instead, the Clerk-Treasurer and one Board
member audit the Village claims. Each claim is signed and dated by the Clerk-
Treasurer and the assigned Board member to indicate their review and approval
of the claim prior to the monthly Board meeting. A warrant, which is a list of claims
that includes vendor name, amount paid, check number and date, is presented

to the Board during its monthly meeting. The Clerk-Treasurer attends the

monthly meetings with the claims included on the warrant. The Board approves
the warrants; however, the individual claims are not audited by the Board as a
whole during the meetings to ensure they are for legitimate Village expenditures,
properly supported and comply with Board-adopted policies.

During the audit period, the Village paid 1,465 claims, totaling $7,595,334.

We reviewed 58 claims totaling $178,328 and concluded that none of these
claims were audited by the Board. While the claims reviewed were for proper
and necessary Village purposes, and were adequately supported, the absence
of a deliberate and thorough audit of claims by the Board as a whole is not in
compliance with Village Law. The Mayor told us that it has been the Village’s
practice to have to the Clerk-Treasurer and, on a rotating basis, one Board
member audit the claims because he felt that this process was a better audit
function as it allows a different Board member to review the claims instead of
just one. He also told us that Board members have jobs outside of the Village

1 Claims are bills or invoices submitted by vendors requesting payment for goods or services.
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which makes it difficult to go to the Village Hall because of their work schedule;
therefore, rotating the claims audit function allowed one Board member to audit
the claims. However, the Mayor does not have the authority to circumvent the
legal requirement for the Board to audit the claims and the Village’s current
practice results in the Board not fulfilling its statutory obligation to audit and
approve claims for payment.

We found that the Village’s past practice had been that the Board does not meet
during the months of August and December. At the Board meetings in July and
November of 2019 and 2020, the Board passed a resolution authorizing the
Clerk-Treasurer to pay the invoices for the months of August and December.

The claims paid during these months were listed on a warrant and presented the
following respective month for the Board to authorize. The Clerk-Treasurer has
responsibility for collecting, accounting, depositing, disbursing and accounting for
Village funds; these responsibilities preclude the Clerk-Treasurer from being a
proper individual to also perform an audit of claims.

We also reviewed 246 claims, totaling $597,305, paid during the four months in
our audit period that the Board did not meet, August and December of 2019 and
2020. Although these claims were reviewed by one Board member, they were not
audited by the Board as a whole. Additionally, they were listed on warrants that
were presented to the Board for authorization the following respective month after
payment was made. While authorizing claims after payments have been made
provides a minimal level of oversight, it does not prevent questionable claims
from being paid. We found that 161 of these claims totaling $512,278 (86 percent)
were not authorized to be paid in advance of audit. The checks for the 161 claims
cleared the bank before the warrants were approved by the Board.

Payments for these claims were for legitimate Village purposes and properly
supported; however, when the Board does not conduct an audit of claims prior to
payment, there is an increased risk that improper claims could be paid and not be
detected timely.

What Do We Recommend?

The Board should:

1. Conduct a deliberate and thorough audit of claims prior to payment.

2. Limit claims paid before audit to those authorized under Village Law to be
paid in advance of audit. These claims should be presented to the Board
for audit at the next regular Board meeting.
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Appendix A: Response From Village Officials

INC. VILLAGE OF OYSTER BAY COVE

Mayor 68 West Main Street Village Clerk
Charles Goulding PO Box 66 Joanne A, Casale
Deputy Mayor OYSTER BAY, NY 11771

Richard MacDougall Phone: (516) 922-1016

Board of Trustees Building Dept: (516) 922-1071 Building Inspector
Elizabeth M. Brown Fax: (516) 922-1761 CGA Consulting, Inc.
Adam Kimmick www.oysterbaycove.net

George J. Sheehan

November 1, 2022

Mr. Ira McCracken, Chief Examiner
Office of the State Comptroller
New York State Office Building
250 Veterans Memorial Building
Hauppauge, NY 11788-5533

Re. Village of Oyster Bay Cove-Claims Audit 2022-114 Audit Response and Corrective Action

Dear Mr. McCracken,

We have reviewed the Preliminary Claims Audit report prepared by your office. As noted in your
report of the 303 claims totaling $775,633, all of the claims reviewed were for legitimate Village
purposes and were properly supported. Records were provided for your review from May 1, 2019
through March 31, 2022 with no exceptions.

It should be noted that we are responding to a Preliminary Report and during our exit conference, we did
object to a number of items that we felt were not written correctly. It was our understanding that the
Final Claims Audit Report may be revised for those corrections. However, since we have not received an
updated report, we are responding to the Preliminary Report.

Key Findings

The Key Findings should indicate what the entire Board does do so that the reader of the report has
complete disclosure. The entire Board does review the warrant, which is a list of claims that
includes the vendor name, amount paid, and check number. The warrant is sent to the Board at least
24 hours before a board meeting. This allows the Board to review in detail the abstract and audit specific
claims at our Board Meeting. (Note: NY State Claims Audit Reports for the Village of Clayton in 2021
and the Village of Massapequa Park in 2017 disclosed this information under Key Findings on the first
page of the report.) By not including this information on the cover page of our report, it misleads the
reader to believe that no review took place by the Board.

The Board Did Not Audit Claims

The individual claims have been audited by the Clerk-Treasurer and in addition (on a rotating basis) one
Board member audits, reviews in detail and signs off on every claim. We noted that having the Board
Members rotate the audit of claims was a better internal control audit function, so that different Board
members would review the claims instead of just one. This also provides better coverage of the function,
since all of our Board members have jobs outside the Village.
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Note, I am a CPA and our Clerk Treasurer was a CPA in her former position, so we strive to have the
proper procedures and internal controls at our Village.

The Village was not “circumventing” the legal requirement for the entire Board to review every single
claim as was written in the report, but rather the Village was not aware of section 5-524 of New York
State Village Law which requires the entire board to audit all claims or establish the office of auditor. We
do believe that our current process was accountable and responsible. However, now that we are aware of
this law, the Village intends to establish the Office of Auditor. We will do our due diligence to see how
this office should be properly set up. The Village Board and our employees work very hard to carry out
our duties.

Additionally, the Village would have implemented this procedure sooner, if it was brought to our See
attention during the State Audit. Note 2
Page 6

Claims Paid During Months the Village did not Meet

The Board passed a resolution that the Clerk -Treasurer can pay claims during August and December
when the Board does not meet. In those months, these claims were audited by one of the Board members,
in addition to the Clerk Treasurer. In the preliminary report, it stated that these claims were only audited
by the Clerk-Treasurer which was not the case.

Additionally, there is segregation of duties in our Clerk’s office. The Deputy Clerk deposits the funds,
enters the invoices, prepares the checks in the accounting system not the Clerk Treasurer as was written in
your report. The Deputy Clerk has no check signing authority. Furthermore, all checks over $5000
require two signatures.

As indicated in your report all of the claims that were paid in advance of the meeting were for
legitimate Village purposes and properly supported .

We would also like to note that of the 161 (preliminary report corrected from 174) $512,278 (preliminary
report corrected from $552,928) were comprised of sanitation per contract $134,424, employee health
and dental insurance of $243,551, snow removal per contract $9600, rent per contract $3184 and a
number of invoices which were specifically brought to the Board at a meeting prior to July or December
and were approved for payment i.e Corelogic tax over payment of $4539.62.

It has now been brought to our attention that only certain claims can be paid prior to Audit. In the future,
the Village will release only those claims that can be paid in advance of the Audit as per Village Law.

We appreciate the opportunity to respond to the State Report, our Board and employees are committed to
continue to maintain accurate and proper records and internal controls for the Village of Oyster Bay
Cove.

Sincerely, Q

Charles Goulding &N
Mayor
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Appendix B: OSC Comments on the Village’s
Response

Note 1

We revised the report to exclude certain claims that were authorized to be paid in
advance of audit.

Note 2

In July 2022, the audit team met with the Mayor and the Clerk-Treasurer and
discussed the audit findings.
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We conducted this audit pursuant to Article V, Section 1 of the State Constitution
and the State Comptroller’s authority as set forth in Article 3 of the New York
State General Municipal Law. To achieve the audit objective and obtain valid audit
evidence, our audit procedures included the following:

We interviewed Village officials and Board members to gain an
understanding of the claims audit procedures.

We reviewed 58 claims, totaling $178,328. We selected a random sample
of two checks per month from the cash disbursements journal from 2019

to 2021. We obtained the corresponding 26 claims in 2019-20 totaling
$101,216 and 26 claims in 2020-21 totaling $65,250. We extended our
audit scope to March 31, 2022, to review the Village’s current claims audit
procedures. We selected a random sample of two checks per month from
the cash disbursements journal from January 2022 through March 2022 and
obtained the corresponding six claims totaling $11,862.

We traced the selected checks to the corresponding warrants and to the
vouchers/claims.

We determined whether every purchase was legitimate and adequately
supported.

We determined whether the vouchers were signed by a member of the
Board to indicate that the claim was audited.

We also determined whether all warrants were approved in the monthly
meetings by tracing the warrant to the monthly minutes.

We traced all the checks to the bank statements to determine whether any
check was cleared before it was approved by the Board at the monthly
meeting.

We selected the payments that were made during the months of August
2019, December 2019, August 2020 and December 2020, totaling $653,121
which consisted of 254 claims. Eights of the those claims, totaling $55,816,
were included in our review of 58 claims and have been removed from this
test. We reviewed 246 claims totaling $597,305. We compared the date

the checks cleared the bank from the bank statements to the date that the
warrants were approved by the Board authorizing the payments to be made.
We determined whether the payments were in accordance with Village Law
5-524 (6), which specifies the payments authorized in advance of audit.

We conducted this performance audit in accordance with GAGAS (generally
accepted government auditing standards). 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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Unless otherwise indicated in this report, samples for testing were selected
based on professional judgment, as it was not the intent to project the results
onto the entire population. Where applicable, information is presented concerning
the value and/or size of the relevant population and the sample selected for
examination.

A written corrective action plan (CAP) that addresses the findings and
recommendations in this report should be prepared and provided to our office
within 90 days, pursuant to Section 35 of 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 Village Board to make the CAP available for public
review in the Village Clerk-Treasurer’s office.
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Regional Office Directory
www.osc.state.ny.us/files/local-government/pdf/regional-directory.pdf

Cost-Saving Ideas — Resources, advice and assistance on cost-saving ideas
www.osc.state.ny.us/local-government/publications

Fiscal Stress Monitoring — Resources for local government officials experiencing fiscal problems
www.osc.state.ny.us/local-government/fiscal-monitoring

Local Government Management Guides — Series of publications that include technical information
and suggested practices for local government management
www.osc.state.ny.us/local-government/publications

Planning and Budgeting Guides — Resources for developing multiyear financial, capital, strategic and
other plans
www.osc.state.ny.us/local-government/resources/planning-resources

Protecting Sensitive Data and Other Local Government Assets — A non-technical cybersecurity
guide for local government leaders
www.osc.state.ny.us/files/local-government/publications/pdf/cyber-security-guide.pdf

Required Reporting — Information and resources for reports and forms that are filed with the Office of
the State Comptroller
www.osc.state.ny.us/local-government/required-reporting

Research Reports/Publications — Reports on major policy issues facing local governments and State
policy-makers
www.osc.state.ny.us/local-government/publications

Training — Resources for local government officials on in-person and online training opportunities on a
wide range of topics
www.osc.state.ny.us/local-government/academy
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Contact

Office of the New York State Comptroller
Division of Local Government and School Accountability
110 State Street, 12th Floor, Albany, New York 12236

Tel: (518) 474-4037 « Fax: (518) 486-6479 « Email: localgov@osc.ny.gov
www.osc.state.ny.us/local-government
Local Government and School Accountability Help Line: (866) 321-8503

HAUPPAUGE REGIONAL OFFICE — Ira McCracken, Chief of Municipal Audits

NYS Office Building, Room 3A10 250 Veterans Memorial Highway « Hauppauge, New York
11788-5533

Tel (631) 952-6534 « Fax (631) 952-6530 « Email: Muni-Hauppauge@osc.ny.gov

Serving: Nassau, Suffolk counties

Like us on Facebook at facebook.com/nyscomptroller
Follow us on Twitter @nyscomptroller


https://www.facebook.com/nyscomptroller
https://twitter.com/nyscomptroller
https://www.facebook.com/nyscomptroller
https://twitter.com/nyscomptroller
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http://www.osc.state.ny.us/local-government
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