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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 2014

Dear Town 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 Town 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 Town of Caledonia, entitled Financial Management. 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

Scope and
Methodology

The Town of Caledonia (Town) is located in Livingston County 
and includes the Village of Caledonia (Village). The Town has a 
population of 4,255. It provides various services to its residents, 
including street maintenance, snow removal and general government 
support, which are fi nanced through real property taxes and State aid. 
The Town’s 2013 budgeted appropriations for the town-wide (TW) 
general, town-outside-village (TOV) general and TOV highway funds 
totaled approximately $1.29 million. The TW fund has a tax base that 
encompasses the entire Town, including the Village. The TOV funds 
have tax bases that encompass only the portion of the Town that lies 
outside of the Village.

The Town is governed by an elected Town Board (Board) comprising 
a Supervisor and four Board members. The Board is responsible for 
the general management and control of the Town’s fi nancial affairs. 
The Supervisor serves as the chief fi nancial offi cer (CFO) and is also 
responsible for the day-to-day management of the Town under the 
direction of the Board. The Supervisor also serves as the Budget 
Offi cer. The Board has appointed an assistant to the Supervisor 
(assistant) who performs the fi nancial recordkeeping duties and 
processes payroll. The appointed Highway Superintendent maintains 
leave records for the Highway Department, which includes four full-
time employees in addition to himself. 

The objective of our audit was to review the Town’s fi nancial 
management practices. Our audit addressed the following related 
question:

• Did the Board properly monitor and manage the Town’s 
fi nancial operations?

We examined the Town’s fi nancial management for the period 
January 1, 2012 through October 16, 2013. We expanded our scope 
back to 2008 and forward to December 31, 2013 to review the Town’s 
budgeting trends and fund balance levels.
 
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 is 
included in Appendix C of this report.

The results of our audit and recommendations have been discussed 
with Town offi cials and their comments, which appear in Appendix 
A, have been considered in preparing this report. Town offi cials 

Comments of
Local Offi cials and
Corrective Action
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disagreed with some of our fi ndings and recommendations, but 
indicated they have begun and will continue to implement corrective 
action. Appendix B contains our comments on issues raised in the 
Town’s 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 Supervisor’s offi ce.  
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Financial Management

The Board is responsible for making sound fi nancial decisions that 
are in the best interest of the Town and the taxpayers who fund its 
operations. This responsibility requires the Board to implement 
policies and procedures governing budgeting practices, to help ensure 
that adopted budgets are structurally balanced and allocate fi nancial 
activities to the proper funds to maintain taxpayer equity. The Board 
should prepare the annual budget based on actual fi nancial results 
from prior years along with other available data, and periodically 
monitor the annual budget and amend it as necessary to ensure that 
expenditures do not exceed appropriations. The Board also has a 
responsibility to establish adequate controls over other fi nancial 
operations, including payroll and leave time records, to ensure that 
the accrual and use of leave time is recorded accurately and in a 
timely manner, and monitored for appropriate use. 

The Board did not develop policies and procedures for budget 
preparation and monitoring and, as a result, repeatedly adopted 
budgets with inaccurate estimates for revenues, expenditures and 
appropriated fund balance. In the TW general fund, the overestimation 
of expenditures and underestimation of revenues created a positive 
budget variance of nearly $568,000 over fi ve years; at the 2012 fi scal 
year end, the unrestricted fund balance amounted to 48 percent of 
the Town’s general-fund expenditures for that year. Similarly, the 
2012 year-end unrestricted fund balance in the TOV general fund 
amounted to 68 percent of the year’s expenditures; and in the TOV 
highway fund, to 34 percent. These excess funds are considerably 
more than reasonably necessary for a fi nancial cushion, and can result 
in taxpayer moneys lying idle rather than being used productively. 
Additionally, the Board did not appropriately allocate the Deputy 
Highway Superintendent’s compensation, placing an inequitable 
burden on TW1 taxpayers.

We also found that the Board did not establish suffi cient controls over 
payroll records and leave time. Employees did not keep daily time 
records of regular and overtime hours worked or leave time used, and 
did not formally request leave time usage. Thus, payroll reports did 
not include leave time usage, and inaccurately reported all paid hours 
as hours worked. In addition, the Highway Superintendent’s sick 
leave accumulation surpassed the maximum by 64 days with leave 
time credited for 2013.
____________________
1  The Town should charge the regular salary of the Deputy Highway Superintendent 

to the TOV highway fund, which is funded only by taxpayers who reside outside 
the Village. Thus, Village residents paid a higher tax than they would have if the 
salary was properly allocated.
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It is essential for the Board to establish policies and procedures 
that help ensure the adoption of realistic and structurally balanced 
budgets, so that recurring revenues fi nance recurring expenditures. In 
addition to accurate revenue and expenditure estimates during budget 
development, Town offi cials should have a reasonable estimate of the 
fund balance – i.e., the difference between revenues and expenditures 
accumulated from prior years – that will be available at the end 
of the current fi scal year.  The Board is responsible for retaining 
enough unexpended surplus funds2 at the end of the year to provide 
a reasonable fi nancial cushion for unexpected events and cash fl ow 
in the ensuing year. The Board may then appropriate a portion of 
surplus fund balance as a fi nancing source in the ensuing year’s 
budget to reduce the tax levy. The appropriation of fund balance 
should result in a planned operating defi cit3 which can be an effective 
tool to responsibly reduce surplus fund balance. However, the Board 
must use accurate fund balance estimates and careful planning to 
avoid over-appropriating fund balance and potential fi scal stress. 
Conversely, it is not a sound practice to routinely appropriate fund 
balance that will not be used because of budgetary surpluses built into 
revenue and expenditure estimates. This practice misleads taxpayers 
and often results in increases in excessive fund balance or much 
smaller decreases than budgeted, as well as potentially excessive tax 
levies. 

The Town must maintain separate funds to account for transactions 
that are required by law to be accounted for as TOV activities, and 
the Board must ensure that fi nancial activity is recorded in the proper 
funds to maintain taxpayer equity.  Generally, compensation for 
highway employees should be allocated to the highway fund,4 with 
the exception of the Highway Superintendent. 

Town Law, guidance from the Offi ce of the State Comptroller, 
and sound fi scal management practices also require the Board to 
monitor the budget and ensure that appropriations are available 

Budgeting Practices

____________________
2  The Governmental Accounting Standards Board (GASB) issued Statement 

54, which replaces the fund balance classifi cations of reserved and unreserved 
with new classifi cations: nonspendable, restricted and unrestricted (comprising 
committed, assigned and unassigned funds). The requirements of Statement 
54 are effective for fi scal years ending June 30, 2011, and beyond. To ease 
comparability between fi scal years ending before and after the implementation 
of Statement 54, we will use the term “unexpended surplus funds” to refer to 
that portion of fund balance that was classifi ed as unreserved, unappropriated 
(prior to Statement 54), and is now classifi ed as unrestricted, less any amounts 
appropriated for the ensuing year’s budget (after Statement 54).

3 A planned operating defi cit occurs when the Board intentionally adopts a budget 
in which expenditures are greater than anticipated revenues, with the difference 
to be made up by appropriated fund balance. 

4 The Town maintains only a TOV fund for highway expenditures, as it has no 
bridge expenditures which would necessitate a TW highway fund.
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before expenditures are made. A review of monthly budget-to-actual 
reports throughout the year can alert the Board to revenue shortfalls 
that should be addressed and ensure that, in accordance with law, 
expenditures are not made without available appropriations. 

The Board did not adopt budget policies and procedures for accurately 
estimating revenues, expenditures, and available fund balance and 
for determining the appropriate levels of unexpended surplus funds 
to retain at year-end and to appropriate as a funding source in the 
budget.  The Supervisor prepared an estimate of fund balance to use 
during the budget process, but he did not share this information with 
the Board. As a result, the Board consistently adopted budgets with 
unrealistic estimates of revenues, expenditures and the amount of 
fund balance to be used to fund operations. The inaccurate budgets 
caused signifi cant budget variances and resulted in appropriated fund 
balance going unused, instead of the planned operating defi cits that 
fund balance appropriations are supposed to generate; fund balances 
were not actually reduced at the levels represented to taxpayers in 
the adopted budgets. These budgeting practices have resulted in the 
Town retaining a higher level of unexpended surplus funds.

In addition, although the Supervisor monitored the budget and 
proposed necessary budget amendments to the Board,5 he did not 
provide each Board member with budget-to-actual reports to monitor 
the budget throughout the year. Town offi cials told us at our exit 
conference that they make one copy of the budget-to-actual report 
available for Board members to review during the meeting. Continued 
reliance on poor budgeting practices could result in the accumulation 
of more excessive funds, or create fi nancial diffi culties for the Town.  
Tables 1 through 3 illustrate the signifi cant budget variances and 
operating results for the TW general and TOV general and highway 
funds over fi ve years. 

Town-Wide Fund – The Board has not effectively budgeted accurate 
estimates of revenues, expenditures or the amount of fund balance to 
be used to reduce the TW general fund tax levies.  

____________________
5  The Board minutes indicate that the Board regularly approved budget 

amendments. 
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Table 1: Town-Wide General Fund
 Budget-to-Actual and Operating Results

 2008 2009 2010 2011 2012

Budgeted Revenues Less Real 
Property Taxesa $96,922 $96,422 $97,411 $99,260 $106,860

Actual Revenues Less Real 
Property Taxes $141,466 $142,788 $141,822 $167,214 $159,989

Variance $44,544 $46,366 $44,411 $67,954 $53,129

Variance Percentage 46% 48% 46% 68% 50%

Budgeted Expenditures $472,347 $477,301 $476,066 $518,128 $517,388

Actual Expenditures $403,370 $410,602 $418,472 $458,684 $458,644

Variance $68,977 $66,699 $57,594 $59,444 $58,744

Variance Percentage 15% 14% 12% 11% 11%

Appropriated Fund Balance $76,700 $90,000 $84,000 $110,000 $105,000

Operating Surplusb $36,821 $23,065 $18,005 $17,398 $6,873

Unused Appropriated Fund 
Balance $76,700 $90,000 $84,000 $110,000 $105,000

a      We did not include real property taxes in our analysis of budgeted vs. actual revenues, as municipalities generally receive all taxes 
levied. For perspective, the tax levy in the 2011 through 2013 budgets averaged approximately $307,000.

b       Actual revenues plus Real Property Taxes minus actual expenditures

In the TW general fund, the Town overestimated expenditures in each 
of the fi ve years by a total of $311,458 while underestimating revenues 
by a total of $256,404, which resulted in a positive budget variance 
totaling $567,862 for the period. Most of the inaccurate estimates 
were spread throughout the line items, but most signifi cantly, the 
Town routinely overestimated health insurance expenditures6 and 
underestimated mortgage tax revenues.7 Consequently, all $465,700 
of appropriated fund balance was unused.  Although by appropriating 
fund balance the Board gave the impression that it planned to reduce 
fund balance to a reasonable level, the consistent budget inaccuracies 
in fact caused small annual operating surpluses and allowed the Town 
to continue to maintain its excessive fund balance.  As of December 
31, 2012, the total unrestricted fund balance of $221,522 amounted 
to 48 percent of 2012 expenditures, which exceeds the reasonable 
cushion necessary for the ensuing fi scal year.    

Town-Outside-Village Funds – As with the TW general fund, the 
Board has not effectively budgeted accurate estimates of revenues, 
expenditures or the amount of fund balance to be used for the 
individual TOV general and highway funds.  As a result, the combined 
TOV funds accumulated an unreasonable level of unexpended surplus 
funds.  

____________________
6  In the TW fund, by $20,621 (56 percent) in 2011 and $10,784 (29 percent) in 

2012, with an increase budgeted in 2013
7  By $27,206 (124 percent) in 2011 and $23,598 (98 percent) in 2012 with the 

same budget estimate in 2013
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Table 2: Town-Outside-Village General Fund
Budget-to-Actual and Operating Results

 2008 2009 2010 2011 2012

Budgeted Revenues Less Real 
Property Taxesa $7,800 $12,400 $13,565 $11,065 $12,065

Actual Revenues Less Real 
Property Taxes $10,130 $12,422 $16,756 $17,386 $20,724

Variance $2,330 $22 $3,191 $6,321 $8,659

Variance Percentage 30% 0% 24% 57% 72%

Budgeted Expenditures $76,010 $75,050 $75,345 $78,318 $80,118

Actual Expenditures $67,539 $66,906 $68,640 $69,089 $67,615

Variance $8,471 $8,144 $6,705 $9,229 $12,503

Variance Percentage 11% 11% 9% 12% 16%

Appropriated Fund Balance $16,000 $10,500 $10,000 $10,000 $12,500

Operating Surplus/(Defi cit) b ($5,199) ($2,334) ($104) $5,550 $8,662

Unused Appropriated Fund Balance $10,801 $8,166 $9,896 $10,000 $12,500
a The tax levy included in the 2011, 2012 and 2013 budgets averaged approximately $55,000.
b Actual revenues plus Real Property Taxes minus actual expenditures

In the TOV general fund, the Board consistently overestimated 
expenditures and underestimated revenues, resulting in positive 
budget variances each year. As a result, operating defi cits were less than 
planned in 2008 through 2010 and the fund had operating surpluses in 
2011 and 2012.  Therefore, $51,363 (87 percent) of the appropriated 
fund balance was unused, and fund balance increased over the fi ve-
year period. As of December 31, 2012, the total unrestricted fund 
balance amounted to 68 percent of 2012 expenditures

Table 3: Town-Outside-Village Highway Fund
Budget-to-Actual and Operating Results 

 2008 2009 2010 2011 2012

Budgeted Revenues Less Real 
Property Taxesa $224,071 $233,440 $271,949 $247,123 $261,897

Actual Revenues Less Real 
Property Taxes $378,908 $343,126 $394,785 $399,851 $265,953

Variance $154,837 $109,686 $122,836 $152,728 $4,056

Variance Percentage 69% 47% 45% 62% 2%

Budgeted Expenditures $532,130 $605,046 $636,397 $637,475 $618,668

Actual Expenditures $663,393 $549,112 $635,146 $762,906 b $553,920

Variance ($131,263) $55,934 $1,251 ($125,431) $64,748

Variance Percentage (25%) 9% 0.2% (20%) 10%

Appropriated Fund Balance $84,968 $80,000 $105,000 $100,000 $106,000

Operating Surplus/(Defi cit) c ($41,394) $92,620 $59,087 ($72,703) $20,804

Unused Appropriated Fund Balance $43,574 $80,000 $105,000 $27,297 $106,000
a The tax levy included in the 2011, 2012 and 2013 budgets averaged approximately $308,300.
b Including an unbudgeted equipment purchase totaling $168,808
c Actual revenues plus Real Property Taxes minus actual expenditures
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In the TOV highway fund, the Board underestimated expenditures 
by a total of $134,761 during the fi ve years but also underestimated 
revenues by $544,143, which generally offset the negative expenditure 
budget variances as well as the appropriated fund balance. While 
revenues were more closely aligned in 2012 due to a decrease in 
revenues received for services provided to New York State, revenues 
in 2013 exceeded total estimates by over $113,000.8 Over the fi ve-
year period the budgets generated a positive budget variance of 
$409,382.  As a result, operating defi cits were less than planned in 
2008 and 2011 and there were operating surpluses in the three other 
years.  Therefore, $361,871 (76 percent) of appropriated fund balance 
was unused. As of December 31, 2012, the total unrestricted fund 
balance amounted to 34 percent of 2012 expenditures.

As of December 31, 2012 the combined unexpended surplus 
funds for both TOV funds, including the portion appropriated but 
consistently unused, totaled $205,573, or 33 percent of the 2012 
combined expenditures. However, without addressing the budgeting 
defi ciencies of the individual TOV funds, the Town may continue 
to accumulate and retain unreasonable levels of unexpended surplus 
fund balance in one or both funds.

We found that the Board’s 2013 budget estimates for expenditures, 
revenues, and appropriated fund balance were relatively consistent 
with prior years. As a result, our review of 2013 year-end reports9  

indicated that both TOV funds again had operating surpluses and 
positive budget variances and did not use any of the appropriated fund 
balances, and reported a combined 9 percent increase in unreserved 
fund balance. The TW general fund had its fi rst operating defi cit 
($76,145) and used 69 percent of its appropriated fund balance in 
2013, but only because of a large unbudgeted equipment purchase. 
However, the Board’s 2014 budget estimates, for all three funds, 
were consistent with prior years, and will likely result in continued 
operating and budgetary surplus and additional increases in fund 
balance.

Additionally, over the past six years (2008 through 2013) the Town 
incorrectly budgeted all of the Deputy Highway Superintendent’s 
salary in the TW general fund, instead of including only the 
supplemental compensation10 in the TW general fund and the 
remainder in the TOV highway fund. This created inequities between 
the TW and TOV tax bases for the remaining compensation totaling 
$296,623, which resulted in the Village residents paying more ____________________
8  According to unaudited year-end fi nancial information received from the Town 

on January 27, 2014
9  We received unaudited year-end fi nancial reports from the Town on January 27, 

2014, for an updated perspective.
10  Any increase above regular pay for a highway employee to perform the duties of 

Highway Superintendent as the Deputy



1111DIVISION OF LOCAL GOVERNMENT AND SCHOOL ACCOUNTABILITY

toward highway administrative costs than they should have. Since 
Village properties make up 44 percent of the total assessment used to 
calculate TW taxes, Village taxpayers paid approximately $130,500 
more in taxes, over six years, than they would have paid had the 
Town properly allocated the Deputy’s salary to the TOV highway 
fund. Town offi cials were unaware that the Deputy’s compensation 
should be included in the TOV highway fund and indicated they will 
make the required changes in the 2015 budget. 

The Board could make its budgets much more structured, reliable 
and transparent to taxpayers by including more accurate revenue and 
expenditure estimates, allocating all costs to the appropriate funds, 
and appropriating only the amount of fund balance that will likely 
be used. Additionally, the Board will be better informed and able 
to adopt more accurate budgets if it receives accurate fund balance 
estimates, as well as detailed monthly budget-to-actual reports, from 
the Supervisor.

Town offi cials are responsible for adopting policies and procedures to 
ensure that payroll records are complete and accurate and that leave 
time benefi ts are clearly defi ned and properly administered. The 
Board should clearly stipulate each employee’s entitlement to leave 
benefi ts, such as the accrual and use of vacation, sick and personal 
leave. The Board and Town offi cials should enforce policy limitations 
on the accrual and use of leave time and monitor leave accrual and 
usage records to prevent the misuse of leave benefi ts. 

The Board authorized leave benefi ts for highway employees within 
the highway rules and regulations. Employees earn one sick day per 
month, three personal days per year and vacation time based on years 
of service. The maximum accumulation authorized is 165 days for 
sick leave11 and four days for personal leave.  

The Board has not adopted policies or procedures for the reporting 
and recording of hours worked or of leave time used and accrued. We 
found inadequate time records and insuffi cient controls to ensure that 
leave time was properly reported, recorded and used.

Full-time highway employees do not prepare daily time records for 
regular and overtime hours worked, including start and end times, or 
for leave time used. Further, they do not formally request approval 
to use leave time. Employees record overtime hours worked in a 
manually maintained time book (log) with no time clock or other 
system in place to verify that they worked those extra hours. The 
Highway Superintendent reviews these time books and completes a 
payroll summary sheet with regular and overtime hours for processing 
by the assistant. The Highway Superintendent also maintains 

Payroll and
Leave Records

____________________
11  Which can be used at retirement for additional retirement service credit
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employee leave records that track leave earned and used and available 
balances; however, there is no independent review of those records. 
Additionally, the Highway Superintendent does not report leave time 
hours used on the time summaries he provides to the assistant (who 
processes payroll) even though the software the assistant uses has 
the capability to track leave time.12  Therefore, the payroll reports are 
inaccurate because they do not contain leave time hours taken and 
instead report all hours as either regular or overtime hours worked.  

We found that leave time was sometimes deducted from employees’ 
balances; however, because the payroll reports did not include leave 
time usage and there was no formal leave request process, we were 
unable to verify that all leave time is properly deducted when used.  
We also reviewed the leave time earned and accumulated balances 
maintained by the Highway Superintendent to compare with authorized 
amounts, and found that the total annual amount of sick leave was 
incorrectly accrued at the beginning of the year instead of one day 
per month. In addition, the Highway Superintendent’s recorded sick 
leave accumulation surpassed the maximum allowed in both 2012 
and 2013; in fact, even though he had 217 days accrued at the end 
of 2012 (52 days over the 165-day maximum), the Superintendent 
added the 12 days allowed for 2013 and increased his sick leave 
balance to 64 days more than allowed.  The Superintendent also did 
not record the use of any sick leave for the past six years. As a result, 
the Superintendent may receive unauthorized monetary benefi ts in 
the event of a long-term illness or injury.

The Board’s lack of oversight of payroll, timekeeping and leave time 
procedures and records allowed errors and non-compliance to occur 
and go undetected. These control defi ciencies increase the risk of 
leave time benefi ts being abused.

1. The Board should adopt policies and procedures for the 
budgeting process, which include defi ning reasonable amounts of 
unexpended surplus funds that the Town should maintain.

2. The Board and Town offi cials should develop and adopt budgets 
with realistic estimates of revenues and expenditures, and 
appropriate fund balance only in amounts that are available and 
necessary to fund operations.

3. The Supervisor should provide the individual Board members 
with interim detailed budget-to-actual reports for their use in 
monitoring revenues and expenditures throughout the year.

Recommendations

____________________
12  The Town switched software packages during the audit period. Offi cials were 

unsure if the previous software would have allowed leave to be tracked, and said 
they had not considered using the software for that purpose. 
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4. The Board should adopt budgets with equitable allocation of the 
Deputy Highway Superintendent’s wages in the proper fund.

5. The Board should establish payroll policies and procedures 
requiring employees to prepare daily time records for all regular 
and overtime hours worked and leave time used, and providing 
guidance for employees who prepare the payroll and maintain 
leave records. The Board should also ensure that the payroll 
reports include hours worked and leave time used. 

6. The Board should ensure that accurate leave records are 
maintained and accruals and leave used are in accordance with 
Board authorizations. 

7. The Highway Superintendent should approve the use of leave 
time in accordance with Board authorizations.
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APPENDIX A

RESPONSE FROM TOWN OFFICIALS

The Town offi cials’ response to this audit can be found on the following pages.  
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 See
 Note 1
 Page 20
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 See
 Note 4
 Page 20

 See
 Note 3
 Page 20

 See
 Note 2
 Page 20
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 See
 Note 4
 Page 20
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APPENDIX B

OSC COMMENTS ON THE TOWN’S RESPONSE

Note 1

We did not criticize the Town’s reserve fund balances, but assessed the level of unrestricted fund 
balance retained at year-end, net of appropriated and reserved fund balances. The Town’s positive 
budget variances have rendered most of the appropriated fund balance unnecessary and unused and 
have routinely generated excess fund balance. Further, the Board can reduce its unrestricted fund 
balance by authorizing additional transfers to its reserve funds, as deemed necessary to fund future 
capital expenditures.

Note 2

While a conservative approach to budgeting has its merits, it must be re-evaluated in light of repeated 
surpluses. Maintaining a substantial fund balance, in addition to budgeting very conservatively, results 
in a higher real property tax levy than necessary. 

Note 3

The Supervisor specifi cally stated to us that he prepares an estimate of year-end fund balance when 
preparing the ensuing year’s budget, but does not provide that information to the Board members 
because they may want to use the extra money if they see it is available. The Supervisor said he 
provides to the Board members only his recommended amount of fund balance to appropriate in the 
budget and gives them a snapshot of actual fund balance at the end of the fi scal year when it is too late 
to be considered for the budget process.

Note 4

Board members should require and should each receive, from the Supervisor, copies of detailed 
monthly budget-to-actual reports and thoroughly review them to effectively monitor Town operations 
against the budget throughout the year. Making one copy of this detailed report available for all 
Board members to review during the course of the Board meeting does not allow adequate time for 
review and does not facilitate the Board’s ongoing fi nancial management and decision-making. The 
Supervisor can (and should) easily provide this information to Board members by means such as 
email to provide time to review the reports prior to the Board meeting.
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APPENDIX C

AUDIT METHODOLOGY AND STANDARDS 

Our overall goal was to assess the adequacy of the internal controls put in place by offi cials to safeguard 
Town assets. To accomplish this, we performed an initial assessment of the internal controls so that we 
could design our audit to focus on those areas most at risk. Our initial assessment included evaluations 
of the following areas: Board oversight, fi nancial management, cash receipts and disbursements, 
purchasing, payroll and information technology. During the initial assessment, we interviewed Town 
offi cials, performed limited tests of transactions and reviewed pertinent documents such as policies, 
Board minutes and fi nancial records and reports. 

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

To accomplish our objective, we reviewed fi nancial management for the period January 1, 2012 
through October 16, 2013. We expanded the scope back to 2008 and forward to December 31, 2013 to 
review the Town’s budgeting trends and fund balance levels. To achieve the objective of this audit and 
obtain valid audit evidence, we performed the following audit procedures:

• We interviewed Town offi cials and employees to gain an understanding of the Town’s budget 
process and to determine internal controls in place.  

• We reviewed Town policies, the highway and non-highway rules and regulations, and Board 
minutes. 

• We analyzed fund balance for the period 2008 through 2013. We also compared budgeted 
revenues and expenditures to actual operating results for 2008 through 2013. 

• We reviewed individual line item budget-to-actual results for 2011 and 2012 and compared 
these results with the 2013 adopted budget. 

• We reviewed total annual revenues and expenditures to determine the operating defi cits or 
surpluses for each fund. We also reviewed budgets for 2008 through 2014 to determine the 
amount of fund balance that was appropriated for each fund each year. We compared the annual 
operating surpluses or defi cits to the amount of appropriated fund balance for each year, and 
calculated the average amount of appropriated fund balance that was not used. 

• We reviewed the budgeted compensation of the Deputy Highway Superintendent for 2008 
through 2013 and determined the fund to which it was allocated.  We reviewed the 2013 rules 
and regulations to determine the additional compensation for the Deputy position and discussed 
prior-year additional compensation with the assistant to the Supervisor who confi rmed it 
has been the same ($.50/hour) for the last six years.  We then calculated the annual value of 
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this additional compensation by taking the number of hours per week and number of weeks 
worked per year to get a total number of hours worked per year and determined the dollar value 
for $.50 per each of these calculated hours.  We confi rmed the hours and weeks used in the 
calculation with the assistant to the Supervisor.  We reduced the total amount of compensation 
by the calculated value for the Deputy position, which gave us the total amount of the Deputy 
Highway Superintendent’s compensation that should have been included in the TOV fund.  

• We reviewed highway leave records for 2012 and 2013 maintained by the Highway 
Superintendent to determine if appropriate amounts were earned, balances were reduced for 
leave time used, and maximum accumulation limits were properly enforced.  

• We reviewed time books maintained by the highway employees for a randomly selected month 
of February 2013.  

We conducted this performance audit in accordance with 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 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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