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How Should Accounting Records Be Maintained and Monitored?

Town supervisors are responsible for keeping an accurate and complete account 
of all funds received and disbursed. If the supervisor assigns these duties to 
a bookkeeper, the supervisor still maintains the responsibility for the accuracy 
and timeliness of the financial records  As such, the supervisor should provide 
sufficient oversight to ensure the bookkeeper maintains suitable records, 
documents financial information accurately and timely and provides useful reports 
to the board. 

Complete, accurate and current financial information is necessary to effectively 
monitor financial operations. A board is responsible for the oversight of financial 
operations  Boards should monitor the results of operations and ensure 
accounting records are accurate and supported 

Additionally, supervisors should ensure they, and the deputy supervisor, are the 
only individuals authorized to sign checks  Town supervisors are not allowed to 
use a rubber signature stamp to sign checks, as it can be easily replicated and, 
therefore, is not secure. Boards should establish an internal control system that 
provides adequate segregation of duties so that one individual does not control all 
phases of financial transactions  Specifically, one individual should not have the 
ability to authorize, execute and record a transaction. If it is not practical or cost-
effective to adequately segregate the financial duties, the board should establish 
compensating controls  Compensating controls could include supervisory reviews 
of activity and transactions 

The Supervisor Did Not Maintain Accurate Accounting Records

The Supervisor did not provide oversight of the bookkeeper’s duties related to 
maintaining the accounting records  As a result, there were significant deficiencies 
with the Town’s accounting records, including inaccurate recording of balance 
sheet, revenue and expenditure accounts. While some of the inaccuracies could 
not be explained, the bookkeeper told us that the accounting application manual 
(manual) was confusing and complicated, and the vendor was not always able to 
provide guidance  We reviewed the manual and also identified areas of confusion 
and complexity.

We reviewed all 10 balance sheet accounts1 recorded in the accounting records 
for the general, highway and fire protection funds, which included cash, prepaid 
expenses and accounts payable as of December 31, 2019, December 31, 2020 
and December 31, 2021. All 10 accounts for each year were not supported. 
Specifically, assets, liabilities and fund balance were overstated.

 

Supervisor’s Records and Reports

…[T]here were 
significant 
deficiencies 
with the Town’s 
accounting 
records  …

1 Refer to Appendix C for information on our sampling methodology.
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The sales tax revenue understatements occurred because the bookkeeper did 
not consistently record sales tax revenues and receivables for prior year sales tax 
collections received in January of each year. For the CHIPS revenue, the 2019 
and 2020 operating statements reflected the correct account balances but the 
trial balance report from the same application reflected the overstated amounts, 
which impacted the balance sheet accounts. The bookkeeper confirmed that both 
periods were appropriately closed and there was no reasonable explanation for 
the differences between the two reports.

We reviewed five expenditure accounts recorded in the accounting records for 
the general and highway funds as of December 31, 2019, December 31, 2020 
and December 31, 2021. Except for some reclassifications which the bookkeeper 
explained, these expenditure accounts were generally accurate for each year. 
However, during our reviews of annual financial reports, the personal services 
for highway street maintenance expenditure account was not accurate for 2019. 
Specifically, this account was understated by $251,108.

The bookkeeper determined that fund balances were overstated in March 2020 
and followed the manual instructions to correct the fund balance by selecting 
any appropriation account to adjust  Because the instructions indicated that the 
offsetting entry would have no impact on the current year accounting records 
since the 2019 accounting records were closed, the bookkeeper did not know 
that crediting the personal services for highway street maintenance expenditure 
account by $251,108 would create this inaccuracy for 2019.

The balance sheet overstatements and inaccurate revenues and expenditures 
resulted in the Town’s recorded fund balance being overstated by $316,272 for 
the general fund and $32,655 for the highway fund as of December 31, 2021. 
The lack of adequate oversight and the bookkeeper’s ability to perform all phases 
of the financial transactions allowed the inaccuracies to continue without being 
detected and corrected. Without reliable accounting records, the Board’s ability 
to manage the Town’s financial condition and make sound financial decisions is 
limited 

The Board Did Not Adequately Segregate Financial Duties

The bookkeeper is responsible for recording journal entries, entering claims 
into the accounting application, preparing and mailing checks and receiving 
bank statements. The bookkeeper also can sign checks using the Supervisor’s 
unauthorized signature stamp. In addition, the bookkeeper’s duties include 
preparing the monthly financial reports for the Board and filing annual reports 

The bookkeeper’s job duties are not adequately segregated to safeguard Town 
funds and prevent her from controlling all phases of a transaction  Her duties 
include authorizing transactions, recording transactions and maintaining custody 

The 
bookkeeper’s 
job duties are 
not adequately 
segregated to 
safeguard Town 
funds  …
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of assets  The Board has not developed or implemented oversight measures that 
can be taken to reduce the risks of the inadequate segregation of duties.

While the Board audited claims and received some monthly reports, the lack 
of adequate oversight measures to address the lack of segregation of duties 
resulted in the inaccurate and unreliable accounting records and reports identified 
in this report not being identified and corrected.

Why Are Bank Reconciliations Important?

Reconciling bank account balances with the accounting records is essential to 
allow town officials to determine whether financial transactions are accurately 
recorded in a timely manner. Monthly bank reconciliations provide a way for 
officials to identify, correct and document differences between the town’s records 
and bank transactions. In the absence of properly segregated duties, someone 
independent of recording collections, disbursements and journal entries should 
perform or, at a minimum, review bank reconciliations.

Officials Did Not Periodically Reconcile Bank Accounts

Bank reconciliations were not performed to verify cash balances with the 
accounting records for any of the six bank accounts maintained. Additionally, 
the Board did not require the Supervisor or bookkeeper to provide monthly bank 
statements, reconciled cash balances or the cash balances in the accounting 
records 

The bookkeeper told us that she attempted to follow the manual to reconcile cash 
balances within the application; however, the instructions were confusing and 
complicated, and she was unable to reconcile. Consequently, the cash balances 
in the accounting records were significantly misstated  The Board was not 
aware of the inaccuracies because the Supervisor did not provide cash balance 
information or ensure accounts were reconciled 

How Should Financial Information Be Reported?

The supervisor is required to submit a monthly report to the board detailing 
all money received and disbursed. The report should include reconciled cash 
balances for each fund and comparisons of actual revenues and expenditures to 
amounts estimated in the annual budget (budget status reports). 

Towns are required to file an annual financial report with the New York State 
Office of the State Comptroller within 60 days following the close of the fiscal year 
and may be approved for a 60-day extension. This report, also referred to as the 
annual update document (AUD), provides officials with a town’s financial position 
at a point in time, and provides other stakeholders with a complete summary of 
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the financial activities  When properly completed and filed, AUDs increase the 
transparency of a town’s financial activity 

The Supervisor Did Not Provide Adequate Monthly Reports

The Supervisor presented the Board with monthly operating statements for all 
funds, including monthly expenditures and revenues, year-to-date amounts and 
year-to-date budget-to-actual analysis by account code. However, the Supervisor 
did not provide the Board with monthly reports detailing all money he received 
and disbursed each month. 

Specifically, the operating statement provided only totals received and disbursed 
for an account code which included multiple collections and disbursements 
for the month. Board members believed the operating statement, including all 
accounts and funds, was sufficient for their review, in addition to their review of 
disbursements through the claims audit process. However, the claims audit only 
includes the authorization for payment and does not provide any information 
to determine the actual disbursements made during the month. Additionally, 
the Board does not receive detailed cash balance reports that include all Town 
cash balances or bank statements, canceled checks and reconciliations to the 
accounting records    

Without complete monthly financial reports, the Board cannot exercise adequate 
oversight of financial operations and be aware of the Town’s true financial 
condition     

The Supervisor Did Not Ensure AUDs Were Accurately Prepared

The Town’s AUDs were not accurate for 2019 and 2020 because inaccurate 
accounting records were used to report the data  In addition, the Supervisor 
did not develop adequate procedures to prepare the AUD and maintain the 
supporting documentation used to prepare the AUD  We compared significant 
asset and liability balances2 to supporting documentation and, in addition to the 
recording inaccuracies identified earlier in this report, balances were also not 
reported accurately, resulting in inaccurate reported fund balances that also 
varied from the inaccurate records for 2019 and 2020, while 2021 was not filed as 
of the end of our fieldwork (Figure 4) 

…[T]he 
Supervisor 
did not 
provide the 
Board with 
monthly 
reports 
detailing all 
money he 
received and 
disbursed 
each month  

2 Refer to Appendix C for information on our sampling methodology
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The annual audits should be thorough, and the results should be documented 
in the board minutes. When done properly, such audits provide board members 
an opportunity to assess the reliability of the officers’ books and records and 
supporting documents  Annual audits also serve to identify conditions needing 
improvement and provide the board with a better understanding of town 
operations, which is essential to effective oversight 

The Board Did Not Perform Annual Audits

The Board could not support it performed the required annual audits  Board 
members believed that they were performing an annual audit by visually reviewing 
the books and records of officials who collect receipts or disburse funds. However, 
the Board could not provide sufficient evidence of records reviewed, methods 
used to determine the accuracy of the records, and the findings and conclusions 
of their review of the financial records. In addition, one Board member was 
unaware of the Board’s responsibility to perform an annual audit.

Without a proper annual audit, the Board’s ability to provide adequate oversight 
of financial operations is diminished  A proper annual audit would have identified 
the significant inaccuracies in the Town’s financial records and reports so that 
the errors could have been corrected. We provided the Board with annual audit 
guidance available in our publication, Fiscal Oversight Responsibilities of the 
Governing Board 3 

What Do We Recommend?

The Board and Supervisor should:

1. Ensure accounting records are accurate.

2. Ensure the bookkeeper obtains adequate guidance from the accounting 
application vendor 

3. Implement adequate mitigating controls where segregation of duties is not 
feasible.

4. Ensure accurate bank reconciliations are prepared monthly and, along 
with bank statements, are independently reviewed and approved.

5  Ensure the financial information presented in the AUD is accurate and 
supported by the accounting records.

Without a 
proper annual 
audit, the 
Board’s ability 
to provide 
adequate 
oversight 
of financial 
operations is 
diminished 

3 Available on our website at www.osc.state.nys.us/localgov/pubs/lgmg/fiscal_oversight.pdf .
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The Supervisor should:

6. Destroy the signature stamp and properly affix his signature to checks.

The Board should:

7  Ensure it receives adequate and accurate monthly financial reports 

8. Perform annual audits of the records of all officers and employees who 
receive and disburse funds. 
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Corrective Action Plan: 

 

1. Ensure accounting records are accurate. 
The monthly accounting and operating statements are and have been 
accurate. The fund balances are what is at issue. The Town asked for and 
received an extension for filing the 2021 AUD and made corrections to the 
fund balances as provided by the comptrollers’ auditor. The 2021 AUD was 
filed on April 29, 2022. The disbursement and trust and agency accounts 
are no longer set up as funds within the accounting system, expenses are 
debited directly from the cash of each individual fund and transferred to 
the disbursement and trust and agency checking accounts for writing 
checks. An independent accountant will be engaged to ensure that we stay 
on track and to help establish an accounting of Town funds through an 
excel program. This will be a straight forward, traceable, on paper 
accounting, able to produce the proper reports for revenues received, 
expenses paid, year to date vs budget and cash balances ensuring that the 
cash accounts are correctly debited and credited. These items will be 
accomplished by the Supervisor. 
 

2.  Ensure the bookkeeper obtains adequate guidance from the accounting 
application vendor. 
The accounting application from the vendor will only be used to print 
checks as needed to pay for expenses and maintain the payrolls. The 
accounting application will no longer be used to account for the revenue, 
expenses and cash accounts because it has proven to be unreliable and has 
an issue with maintaining the cash balances. Guidance from this vendor is 
nearly nonexistent unless it is a specific error or technical problem but no 
information on how the system processes. Guidance will be provided by the 
Supervisor and an outside accountant. 
 

3.  Implement adequate mitigating controls where segregation of duties is not 
feasible. 
All revenues are entered into a receipt book by myself, I get the mail each 
day, receive and review the bank statements each month and deposit all 
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the money at the bank. I review all the bills for payment along with the 
Board before they are approved for payment each month and the Town 
Clerk drafts the abstract for each fund. The bookkeeper enters the bills for 
payment into the system but they are not posted until approved. Once 
approved the checks are printed and signed, the money is transferred from 
the funds as needed into the disbursement account and they are mailed. 
The bookkeeper does not authorize the payment but does verify what is 
presented for payment is correct numerically and with my help applied to 
applied to the proper codes within the budget. The payrolls are prepared 
off time sheets reviewed and verified by the supervisor that is in control of 
the employees being paid. The checks are printed and signed by myself and 
either handed out or mailed as the case my be. All transfers within bank 
accounts are reviewed and verified they match the payrolls that were 
prepared. 
 

4.  Ensure accurate bank reconciliations are prepared monthly and, along with 
bank statements, are independently reviewed and approved. 
The bookkeeper will do the bank account reconciliations each month using 
an excel spreadsheet provided by the auditor as the reconciliation process 
with in the vendors system does not preform. The Supervisor will ensure 
they are completed and will review. Copies of the bank statements for each 
fund and accounts and reconciliations for each will be provided to the 
Board each month for their review. 

 

5.  Ensure the financial information presented in the AUD is accurate and 
supported by the accounting records. 

Taking the steps stated in number 1-4 will ensure the reporting for the AUD 
will be accurate. The monthly accounting of expenses and revenues have 
been and continue to be accurate. It has been the cash balances generated 
by the accounting application that has caused the inaccuracies. Changing to 
an l based format the cash balances can be closely monitored and 
more easily traced as to how they are arrived to ensuring they’re correct. 
Engaging an outside accountant to verify and review the accounts will also 
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Appendix C: Audit Methodology and Standards

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:

 l We interviewed Town officials and the bookkeeper and reviewed various 
financial records and reports and Board minutes to gain an understanding 
of the bookkeeper’s process for maintaining accounting records, reports 
provided to the Board and the Board’s oversight of financial operations, 
including the annual audit process. We also interviewed Board members 
to determine the existence and effectiveness of any compensating controls 
implemented to mitigate the risk over the lack of segregation of duties 

 l We selected all balance sheet accounts for the general and highway funds 
and used our professional judgment to select a sample of five revenue 
accounts and five expenditure accounts for the general and highway funds 
for 2019, 2020 and 2021 to determine whether they were properly recorded 
and supported  Our sample of revenue accounts included the five largest 
revenues selected from the 27 recorded in the accounting records for 2019, 
31 recorded in 2020 and 29 recorded in 2021. Our sample of expenditure 
accounts was based on a comparison and analysis of total expenditures 
recorded and reported in the AUD and included expenditure accounts with 
various object codes selected from the 78 expenditure accounts recorded 
in the accounting records for 2019, 81 recorded in 2020 and 75 recorded in 
2021. 

 l We confirmed with the bookkeeper that bank reconciliations are not 
performed to agree reconciled cash balances to the accounting records.

 l We used our professional judgment to select nine months within our 
36-month scope period to review the Supervisor's reports provided to the 
Board. We selected the months of January, June and December for each 
year  We reviewed these reports to determine whether they were adequate 
and included required details of money received/disbursed during the month, 
budget status reports and detailed cash balances. 

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.

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 
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the value and/or size of the relevant population and the sample selected for 
examination.

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 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 Board to make the 
CAP available for public review in the Clerk’s office.
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Appendix D: Resources and Services

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






